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12
RENEWABLE ENERGY CREDITS

(1)
The State of Texas Renewable Energy Credit Trading Program is addressed in Protocol Section 14, State of Texas Renewable Energy Credit Trading Program.

(2)
In support of the State of Texas’ goals related to installation of generating capacity from renewable energy technologies, ERCOT administers the Renewable Energy Credit (REC) Trading Program.  As part of the REC Trading Program, each competitive Retail Entity with Load in Texas is assigned an annual REC requirement.  

12.1
Purpose and History

(1)
The State of Texas Renewable Energy Credit (REC) Trading Program was developed as a result of legislative action in Senate Bill 7, Texas Electricity Energy Restructuring.  The objective of this part of Senate Bill 7 was to increase the capacity of renewable resource generation in Texas to 2,880 MWs by the year 2009 from an already existing 880 MWs.

(2)
The State of Texas’ REC Trading Program was extended and expanded on September 1, 2005 as a result of legislative action in Senate Bill 20, 79th Legislature, 1st Called Session (2005), which amended Public Utility Regulatory Act (PURA) § 39.904, relating to the Goal for Renewable Energy.  Senate Bill 20 increased the goal of capacity of renewable resource generation in Texas to 5,880 MWs by 2015 and 10,000 MWs by 2025.  Senate Bill 20 also stipulates a goal that 500 MWs of the target MWs will be from non-wind renewable generation.  This goal is to further promote solar power and biomass technologies.

(3)
Due to the optimum locations of Wind-powered Generation Resources (WGRs) in Texas, transmission congestion can limit the flow of renewable generation to the ERCOT Transmission Grid.  In July 2007, the Public Utility Commission of Texas (PUCT) announced its approval for additional transmission lines that can deliver 10,000 more MWs of renewable power by 2012.  The goal of the Energy Transmission Plan is to increase transmission capacity to get clean energy from remote areas to cities.  Competitive Renewable Energy Zones (CREZs) were designated in the optimum areas in the state and it is to these locations that electric transmission infrastructure will be constructed.

12.1.1
Public Utility Commission of Texas (PUCT)

For more information on the PUCT ruling and goals see P.U.C. Subst. R. 25.173, Goal for Renewable Energy.

12.1.2
Renewable Resource Generation

Renewable resource generation is generation that is not derived from fossil fuels, waste products from fossil fuels, or waste products from inorganic sources.  Renewable resource generation technology relies on an energy source that is naturally regenerated, for example, the sun, wind, geothermal, hydroelectric, tidal energy, biomass, and biomass-based waste products.

12.1.3
REC Trading Program Overview

(1)
The statewide Texas REC Trading Program applies to competitive Retail Entities that offer Customer Choice, as defined by the P.U.C. Subst. R. 25.173, Goal for Renewable Energy, including:

(a)
Retail Electric Providers (REPs); 

(b)
Opt-in Municipally Owned Utilities (MOUs) and distribution Cooperatives;

(c)
Investor Owned Utilities (IOUs) that have unbundled pursuant to PURA Chapter 39, Restructuring of Electric Utility Industry.  

(2)
Competitive Retail Entities are required to obtain and retire RECs based on their Load Ratio Share (LRS) of the competitive retail Load served in Texas, and the annual statewide REC mandate. 

(3)
Any renewable resource generator, as defined by the P.U.C. Subst. R. 25.173, in Texas can earn RECs.

(4)
The statewide Texas REC Trading Program is open to anyone wanting to trade (buy or sell) RECs. 

(5)
Opt-out Notice – Beginning with the 2008 Compliance Period, a Customer receiving electrical service at transmission-level voltage (60 kV or higher or that receives electric service directly through a utility-owned substation that is connected to the transmission network at 60 kV or higher) who files an opt-out notice with the PUCT and provides the information to ERCOT for the applicable Compliance Period shall have its Load excluded from the Renewable Portfolio Standard (RPS) calculation.  For detailed information about the opt-out notice exemption see P.U.C. Subst. R. 25.173.  Renewable resource generators wishing to participate are required to be certified by the PUCT.  The PUCT certification forms are available at the PUCT’s website at http://www.puc.state.tx.us/electric/business/rec/rec.cfm.  See Protocol Section 14, State of Texas Renewable Energy Credit Trading Program, for reporting requirements of REC generators and REC offset generators and the process for the awarding of RECs.

12.1.3.1
Participant Responsibilities

Participant responsibilities for ERCOT, the PUCT, REC generators, competitive Retail Entities, and other Entities are described in Protocol Section 14, State of Texas Renewable Energy Credit Trading Program.  Other Entities may participate if they are legal Entities in the State of Texas, sign an agreement with ERCOT to participate in the market, and establish a REC trading account with ERCOT.

12.1.4
REC Attributes and Uses

(1)
Attributes of RECs, including how they are defined and how they are described by vintage year, quarter, technology type, resource, facility identification, quantity, and REC number, may be found in Protocol Section 14, State of Texas Renewable Energy Credit Trading Program.

(2)
RECs have a useful life of three Compliance Periods.  A Compliance Period is a calendar year beginning January 1 and ending December 31 of a year in which RECs are required to be retired by a competitive Retail Entity.  See the Protocol Section 14 for an example.

(3)
Uses for RECs include, but are not limited to:

(a) 
Annual RPS compliance requirements for competitive Retail Entities.

(b)
Financial instrument tradable on the REC market.

(c)
PUCT labeling initiative: RECs can be used for verification of advertising claims for green power programs.

12.1.5
REC Offsets

See Protocol Section 14, State of Texas Renewable Energy Credit Trading Program, for more information on how generators qualified for REC offsets prior to June 1, 2001 in the REC Trading Program.

12.2
Determining RPS Requirements for Retail Entities

As the Renewable Energy Credit (REC) Trading Program Administrator, ERCOT determines the annual Renewable Portfolio Standard (RPS) requirement for each competitive Retail Entity in Texas using the formulas set forth in Protocol Section 14, State of Texas Renewable Energy Credit Trading Program.

12.2.1
Timing for Notification of Final RPS Requirement (FRR) and Mandatory Retirement

(1)
As set forth in subsection (n)(1) of P.U.C. Subst. R.25.173, Goal for Renewable Energy, ERCOT will notify each competitive Retail Entity of its total final adjusted RPS requirement for the previous Compliance Period on January 31st.

(2)
As set forth in subsection (n)(2) of P.U.C. Subst. R.25.173, each competitive Retail Entity must submit to ERCOT  a quantity of RECs equal to its Final RPS Requirement (FRR) for the previous Compliance Period by March 31st.  This is done by retiring the RECs in the competitive Retail Entity’s REC trading account.

12.2.2
ERCOT Reporting to the PUCT and PUCT Penalties and Enforcement

See Protocol Section 14, State of Texas Renewable Energy Credit Trading Program, for more information about ERCOT reporting to the Public Utility Commission of Texas (PUCT) and PUCT penalties and enforcement.
12.2.3
Process for Determining RPS Requirements for Competitive Retailers

(1)
First, a Statewide RPS Requirement (SRR) is determined, using the Annual Capacity Target (ACT), the number of hours in a year, 8,760 hours, and the Capacity Conversion Factor (CCF).  Plus, the Compliance Premiums used for the previous year’s mandate are added back into the SRR.  See Section 12.2.4, Public Data, below for more information on the CCF.

(2)
Second, a Preliminary RPS Requirement for each competitive Retail Entity is determined, using the SRR, the sales of the specific competitive Retail Entity, Customer Retail Sales (CRSRES), in MWhs, to Texas Customers during the Compliance Period excluding opt-out noticed Customer Loads, and the Total Sales (TS) of all competitive Retail Entities, in MWhs, to Texas Customers during the Compliance Period, excluding opt-out noticed Customer Loads.  The sum of the Preliminary RPS Requirement for all competitive Retail Entities will equal the SRR.

(3)
Third, ERCOT determines the Adjusted RPS Requirement (ARR) due to offsets assigned to competitive Retail Entities, using the Preliminary RPS Requirement and the Total Offsets.  The competitive Retail Entity is entitled to Eligible Offsets (EOs) received during the Compliance Period.  ERCOT also determines the Total Usable Offsets (TUO), using the SRR and the sum of all of the ARRs.

(4)
Last, ERCOT determines the FRR for each competitive Retail Entity, using the ARR, TUO, CRSRES, TS, and any previous year’s adjustments.

(5)
This is an iterative process that will solve until the optimal allocation is reached with all FRRs resolved to the nearest whole REC.

12.2.4
Public Data

A Texas REC trading account is not required to access the following public data:

(1) Total Competitive Energy Sales in Texas

The Total Competitive Energy Sales in Texas can be found at https://www.texasrenewables.com under “Public Reports” under “Load” is the Total Competitive Energy sales in Texas.  Total Competitive Energy Sales is the total Un-Adjusted Metered Load (AML) of all competitive retail sales of competitive Retail Entities (in MWh) to Texas Customers.  The Load meter data is provided by year, both monthly and year-to-date, and is updated each month by ERCOT.  The posted values will change as Load changes with consecutive settlements and will become constant when used in the FRR calculation.

(2) Current Capacity Conversion Factor (CCF)

ERCOT revises the CCF every two years.  The CCF is used in the calculation to determine the SRR.  The SRR is used in the calculations to determine the Preliminary RPS Requirement for competitive Retail Entities, the TUOs, and the FRR.  The current CCF may be found at https://www.texasrenewables.com located on the REC Message Board.

(3) Quarterly/Annual Renewable Energy Generation in Texas by Technology Type

The Quarter & Annual Renewable Energy Generation in Texas by Technology Type can be found at https://www.texasrenewables.com under Public Reports under Generator is the Quarter & Annual Renewable Energy Generation in Texas by Technology Type.  Other Public Information available includes:

(a)
List of account holders;

(b)
Accounts by type;

(c)
Accounts by technology type;

(d)
REC generators, repowered Facilities;

(e)
Existing/New Capacity;

(f)
Quarter and Annual Renewable Energy Generation in Texas by technology type; and 

(g)
REC message board.

12.3
Texas REC Trading Program and User’s Guide

(1)
The texasrenewables.com website provides a secure portal for Renewable Energy Credit (REC) Trading Account Holders to manage their REC inventory.  Account holders may view, sort, batch or singly identify RECs to transfer or retire.  All activities are available online, including account registration.  There are no limits on the number of REC trading accounts.  All data is available online for at least three years.

(2)
The texasrenewables.com website may be accessed directly at https://texasernewables.com or from the ERCOT website under “VIEW OTHER ERCOT WEBSITES” and Renewable Energy Credits.

12.3.1
Texas REC User’s Guide

Texas REC User’s Guide is available on the texasrenewables.com website, under the headings Public Reports and Help Guide.  The User’s Guide outlines the functionality of the REC Trading Program including account management, generator, and aggregator registration and how to submit generator meter data. 

12.3.2.1
Micro-generators and REC Aggregators

Registration and the reporting of production meter data for micro-generators and REC aggregators are addressed in paragraph (q) of P.U.C. Subst. R.25.173, Goal for Renewable Energy.  Micro-generators are encouraged to find an aggregation company to associate themselves with, however, if they choose, they may register and participate on their own.

12.3.2
REC Trading Program Account Holder Assistance

(1)
Contact the ERCOT RPS Administrator via email, Info@ercot.com for REC Trading Account Holder assistance.

(2)
The Help function, located at the top right of the screen, in the Texas-REC Trading Program is an excellent online reference.
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