Alternative Energy Credits Program Administrator

Issues/Recommendations

The administration of an Alternative Energy Credits Program (AECP) for Pennsylvania, will require an organization with skills in certifying Renewable Energy Certificates (RECs) and with baselining energy consumption patterns for multiple classes of residential, commercial and industrial facilities.  The chief unit for tracking renewable energy is the green tag or REC.  The chief unit for tracking energy efficiency has not been defined fully on a national basis.  It can be referred to as a white tag or, perhaps, an Energy Efficiency Certificate (EEC).  For the purposes of this document we will call it an EEC.

Administering an AECP for Pennsylvania requires both certification and tracking mechanisms.  A tracking program can only track that which has been reported to it.  If inaccurate information is reported as a qualified REC or as specified under Act 213, the Alternative Energy Credit (AEC), then inaccurate information will continue to be tracked, but still not result in the end as a true AEC.  The old adage “Garbage In – Garbage Out” applies here.  Without a robust Certification Administrator to ensure that both RECs and EECs (AECs) meet the Pennsylvania AECP requirements than the program will not work effectively.  

Finally, there is the issue of reporting the results back to the Pennsylvania Public Utility Commission for the purposes meeting the requirements of the “Alternative Energy Portfolio Standards Act” (ACT 213).  As this is inherently an audit function it absolutely must be administered by an independent third party.  It should not be administered by a company or association that derives its revenues and/or it’s purpose for operations from the very entities regulated under the act.  As such, the GATS program cannot credibly manage the independent third party audit function.

This is precisely why the GATS program, on its own, cannot manage the Administration of the AECP for Pennsylvania for both RECs and EECs.  GATS is an excellent tracking system, but the organization has no sophistication with certifying renewable energy or energy efficiency and, with its revenues heavily derived from the electric utilities regulated under the ACT, GATS should not assume the role of providing an audited reporting function back to the Commission.

Renewable Energy Certification

Renewable Energy Certification, requires the knowledge of a renewable energy third party to ensure that renewable energy components meet certain environmental and energy parameters as laid down by the Pennsylvania Public Utility Commission and the Pennsylvania Department of Environment and in accordance with the “Alternative Energy Portfolio Standards Act” or ACT 213 (as it is presently known).  For example, are direct emissions reductions transferred with the REC or are they held by the utility whose coal plant was backed down by the renewable energy represented by the REC?  What about indirect emissions?  Or, what about indirect emissions when pollutants are subjected to a cap and trade program.  Most REC certification programs (by the leading REC certifiers in the country – including ERT) now recognize that indirect emissions are generally associated with the REC while direct emissions subjected under cap and trade rules are not.  What emissions data will be part of the Pennsylvania AECP?  GATS has no emissions experience, and, thus no ability to certify, let alone track, whether indirect or direct emission reductions should be part of the AEC, and if so how.

Enterprising Environmental Solutions, Inc. (EESI, www.eesi21.org) in partnership with Environmental Resources Trust (ERT, www.ert.net) combine state knowledge with expertise as one of the leading national Renewable Energy Certifiers in the country.  EESI is a supporting organization of the Pennsylvania Environmental Council.  ERT’s experience also includes emissions substantiation, tracking and registration.  This enables ERT to certify with clarity what is and what is not part of an AEC.  Furthermore, ERT’s experience with renewable energy with emissions characteristics enables it to provide net emissions (and other environmental) impacts on AECs, such as Biomass AECs, in a way that preserves the biomass renewable energy character while ensuring net environmental impacts in the locations served.  Once certified, a PA AEC can be transferred through the GATS process with the information it possesses regarding renewable and emissions content.

Recommendation:

1) Employ a Certification Company such as EESI/ERT to develop an AEC Standard Pursuant to Pennsylvania Requirements
;

2) Employ a Tracking Company to Track PA Certified AECs
;

3) Employ a Company to Audit and Report on AECs against Pennsylvania Objectives

Energy Efficiency Certification

Energy Efficiency Certification is more complicated than renewable energy when the intent of ACT 213 is to improve the energy condition in Pennsylvania.  This is because, unlike renewable energy, which, prior to the Act, had relatively little penetration in Pennsylvania, energy efficiency improvements have been steadily occurring.  Often an energy-efficient improvement occurs without any one individual realizing it.  Consider the person who replaces his old refrigerator with a new one.  It is quite likely that energy consumption will be cut in half because the energy performance of even the base refrigerators on sale today out perform those made 15 or 20 years ago.  

Therefore it is necessary to establish a baseline for what energy improvements are likely to occur and for which class of building or appliance.  Once a baseline has been set an AEC for energy efficiency could be issued (certified) for an upgrade that carries the energy performance significantly above that baseline and for only the difference in the baseline level of performance versus the new level of performance.  This baseline and the subsequent energy savings calculation is typically referred to as an “energy efficiency protocol”.

The energy-efficient protocol must also include variations for different building classes and functions, and for different climate zones.  For example, a grocery store that operates 24/7 has a completely different set of energy parameters and upgrade options than does a church that opens its doors only on Sundays.  Even weather impacts residential homes differently.  For example, home energy patterns are vastly different in Erie, Pennsylvania than they are for Chester, Pennsylvania.

The energy-efficiency protocol is a function that the modern energy services contractor (ESCO) has been employing for the past two decades.  Typically, an ESCO offers a Paid-from-Savings contract, in which, the ESCO has to prove the energy savings for a set of upgrades before it gets paid. However, each ESCO uses its own energy savings protocol and, thus, it is a buyer beware situation.  The unscrupulous ESCO may try to get paid for energy savings that were going to occur anyway, thus making his technology appear either more energy efficient or less costly.  

Some states have entered into the fray to establish an acceptable Energy-Efficient Protocol to ensure a consistent approach to calculating the energy savings benefit for an energy-efficient measure.  States such as New Jersey are now using their protocol to estimate environmental impacts, and, are generally in a good position to implement an EEC-type of program.  

ERT has experience working with ESCOs and can recommend several good energy-efficient protocols for calculating (and certifying) the EEC.  In fact, ERT’s largets certification customers, Sterling Planet has also developed and energy-efficient protocol for white tags (their name) or EECs.  This protocol is in relation with their Renewable Energy practice and could be easily adopted in Pennsylvania.  Once certified the EEC could be traded just like the AEC.  In fact they could be interchanged depending on the design goals of the AECP.

 Recommendation:

1) Employ an ESCO or company with ESCO connections to develop an appropriate energy-efficient protocol (or adopt another states protocol) Pursuant to Pennsylvania Requirements
;

2) Employ a Certification Company such as ERT to Certify an energy efficiency AEC Pursuant to Pennsylvania Requirements
;

3) Employ a Tracking Company to Track PA Certified AECs
;

4) Employ a Company to Audit and Report on AECs against Pennsylvania Objectives

� This is the function of an Alternative Energy Credits Program Administrator (ERT)


� This could either be the function of an Alternative Energy Credits Program Administrator or as a separate trading subcontractor for Pennsylvania (ERT or GATS or another trading function)


� Ideally this is the function of the Alternative Energy Credits Program Administrator, however a separate independent third party could provide this report (ERT or Accounting Firm)


� This is the function of an Alternative Energy Credits Program Administrator (ERT or an ESCO subcontractor)


� This is the function of an Alternative Energy Credits Program Administrator (ERT)


� This could either be the function of an Alternative Energy Credits Program Administrator or as a separate trading subcontractor for Pennsylvania (ERT or GATS or another trading function)


� Ideally this is the function of the Alternative Energy Credits Program Administrator, however a separate independent third party could provide this report (ERT or Accounting Firm)
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