ay?”

emental Materials
nd Other Legal Issues)

Presentation for:

The CSC Solar Forum
San Francisco, California
May 5, 2004

Presentation by:

Tom Starrs

Vice President, Marketing and Sales
Bonneville Environmental Foundation

Source: GE Wind Energy
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al Foundation

Established in 1998
gs” Concept in 2000

uppliers, Environmental Groups to:
d endorse low-impact renewables

power and Green Tags

e integrity of green power products

vests Its Net Revenues In:
— New renewable energy projects
and

— Watershed restoration projects



en Power

Solar

Wind
Geothermal
Biomass
Hydro (some)

BONNEVILLE
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Gov/Academic/NGO
AWEA

U.S. EPA

The Energy Foundation
NRDC

Oregon State University
Trout Unlimited

ite Wave (Silk Soy)
antrex Technologies

among many others . . .

Utility L : GreenTagsUSA.org
Portland General Electric :EHTAGS
Puget Sound Energy 6k

Tacoma Power

F
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Supply

(OR/WA)

al Solar Projects (BEF Funded)
y Blocks Solar Project (OR)

ford/White Bluffs Solar Project (WA)

Solar Ashland Project (OR)

» NW Solar Coop (OR, WA, soon ID & MT)



n Tags

d the environmental
ssions) of renewable energy

nvironmental attributes from the
0 be marketed and sold separately

e the electrons flowing into your house any
hose going next door

ases the result is the same -- a cleaner mix of power in

— more renewables in the pool
— less fossil fuel burned

— lower emissions

In other words:

A cleaner environment and a more sustainable enerqgy future!

BONMEVILLE
EMNVIROMNMENTAL
*a.k.a Renewable Energy Credits (RECs) or Tradable Renewable Credits (TRCs) we FOUNDATION




TP

Power Pool
(Transmission
System)

Energy Bill

Customer

© Bonneville Environmental Foundation, June 2000
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own” Power

Energy

<
Power Pool

(Transmission
System)

Green Attributes

Green Attributes

Energy Bill and
Green Premium

S ONNEVILLE
Customer FNVIRONMENTAL
FOUNDATION

© Bonneville Environmental Foundation, June 2000 b '



own” Power

Energy

Power Pool
(Transmission System)

‘i

Green Attributes

Green Premium

S EoE e, BONNEVILLE
EEE% Green Attributes b R ONRER AL
HETmmeRE —

Customer

© Bonneville Environmental Foundation, June 2000



et Enabling

osts by avoiding need for
iIronmental attributes

er price signals by segregating
| attributes from associated energy

pand the pool of sellers by permitting non-
y entrants into the green power market as sellers

e They expand the pool of buyers by enabling sales in
regions with little or no existing renewable
development

 They promote efficiency by allowing large (regional
or national) customers to aggregate their purchase

of green power BONNEVILLE
© i



abling (cont.)

offers no green power product.

ffers a green power product, but its
ith the price, the mix of resources, or other
ring.

multi-facility company or agency prefers a single
to multiple transactions with multiple utilities.

ample 4: A customer wants to green her entire “carbon footprint,”
not only her usage of electricity but water heating, space heating, auto
travel, air travel, etc.

In each case, the customer may prefer a Green Tag purchase.

BONNEVILLE
ENVIRONMEMNTAL
FOUNDATION
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Validated

ttorneys General developed
eting Guidelines for Electricity”
explicitly addressed legal issues

h tag-based green power marketing,
uthentication and verification

ter for Resource Solutions (CRS) designed and
Implemented a widely-used certification program for
tag-based sales

 Power purchase agreements and state renewable
procurement laws now virtually always explicitly
address contractual rights to renewable attributes

BONNEVILLE
} ENVIRONMENTAL
=" FOUNDATION



p of Green Tags for standard power
for renewable facilities

aim Green Tags, without having separately

05 FERC 9 61,004) clearly concludes that under
e facility owners retain rights to Green Tags unless
ned for, stating:

ion’s avoided cost regulations did not contemplate the existence of RECs and that the avoided cost

apacity and energy sold under contracts entered into pursuant to PURPA do not convey the RECs, in
ence of an express contractual provision.”

Although the ruling leaves open possibility of implicit conveyance under
State law --

“While a state may decide that a sale of power at wholesale automatically transfers ownership of the state-created
RECs, that requirement must find its authority in state law, not PURPA. “

» Itis clear under Constitutional law principles that Green Tags belong to the
facility owner unless and until a sale (or other transfer) is specifically

bargained for, with some quid pro quo to the owner.
BOMNNEVILLE
} ENVIRONMENTAL
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rship . . .

alysis of this issue by utilities, consumer

en Tags belong to the system owner unless and
tarily and knowingly.

public policy or not is a different question) for governments
some special benefit -- such as the receipt of rebate funds, or
metering -- on the transfer of the Green Tags, subject to the

een Tags cannot be taken retroactively in cases where a special benefit (e.g. rebate funds
et metering) was granted but was not at the time conditioned on the transfer of the Green
ags.

— The Green Tags cannot be taken proactively in the absence of some quid pro quo that goes
beyond meeting a prior existing legal obligation. Thus, a utility cannot say “we will only
interconnect your system if you give up your Green Tags,” if the utility already is required to
interconnect the system under federal or state law, and such law is not expressly conditioned on
the transfer of the Green Tags.

— Any prior existing Green Tags transactions will have to be grandfathered, if there is a change in
policy that conditions the granting of a benefit on the transfer of the Green Tags where there was
no such condition before. This grandfathering presumably would have to include existing

contracts for the future delivery of Green Tags.
BOMNNEVILLE
} ENVIRONMENTAL
FOUNDATION
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g Ownership

sed to subsidize renewable projects.
er of Green Tags as quid pro quo for

that states should have something specific to show
f public funds.

ent is “No,” because allowing project developers to retain
Green Tags supports the development of a market for the Tags
ts the environmental values of renewable generation.

n in the short run, allowing owners to retain the Green Tags means that
ess public funding is needed for renewable projects, and/or that a fixed
amount of funding can be spread among more projects.

Over time, the development of a market for Tags provides a mechanism for
reducing dependence on state funding. As subsidies are reduced, the price
for the Green Tags will reflect the incremental market value of
environmentally-preferred renewable resources.

BONNEVILLE
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tial premium in the market!

them a valuable commodity, both in
rkets and in voluntary (e.g. green power)
ontract prices ranging from 2 - 20 cents/kWh.

igher cost makes them harder to resell in significant quantities.

The volatility of the Green Tag market means that long-term contracts
are scarce.

BONNEVILLE
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Market

re treading carefully in California
regulatory issues.

ring opportunities involving two-way, buy-sell
e buying the Solar Tags but also reselling a

latory guidance regarding ownership of distributed Tags
lementation of RPS will provide much-needed clarity and help
stablish the market.

BONNEVILLE
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pletely Different . . .

BEONNEVILLE
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The Principle

nse, by directly matching the
duction of electricity from emerging

ntified PV system siting and/or installation

e existing rebate program structure.

a PBI is good public policy and is politically expedient!

here are legitimate concerns about the consumer market’s potential
response to a PBI.

BONNEVILLE
ENVIROMNMENTAL
¢ FOUNDATION



to a PBI

een phenomenally successful in
et for PV power in California.

at customers are giving up an “instant”
system cost for a less-tangible incentive that

ally no available market research analyzing the effect
to a PBI on consumer purchasing behavior.

oorly-designed, poorly-implemented PBI could have disastrous
effect on the PV market in California.

A PBI pilot program can designed to test and assess the consumer
market’s response to a PBI.

BONNEVILLE
ENVIRONMEMNTAL
FOUNDATION
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PBI Pilot

arallel with the existing rebate
aw some customers from the existing

d include a complete shift to performance-based
SS consumer response to such a shift.

age participation, the net present value (NPV) of the
of PBI payments should exceed the value of the existing
ate payment.

To encourage participation, administration and implementation of
the program should be simple and transparent.

If these criteria are met, the program should provide valuable
Information regarding consumer response to a PBI, potentially
paving the way for a complete shift to a PBI over time.

BONNEVILLE
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yments

y to system performance
r measured kilowatt-hour of production.

sing performance “tiers” encourages
es gaming, and partially defeats the purpose of a

payment can be higher than comparable capacity
nts while sustaining market growth -- the state gets more
ng for its buck’ and the funding goes further.

BONNEVILLE
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ments

period of years
reliability and performance.
ty requirements (e.g. five years).

formance differences attributable to inter-annual
nlight and other weather conditions.

S can be front-loaded, adjusted for inflation, or levelized.

BONNEVILLE
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d Enforcement

utput, backed by random audit
educes administrative costs!

e Is highly predictable, so potential for abuse
Imal and manageable.

ercent of systems, with substantial penalties, is likely to

uming 3,000 systems per year, a 10% audit rate equals 300
ystems, an average of 1.2 systems per business day.

BONNEVILLE
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lexibility

e used in calculating PBI

ayment stream (years)

acity factor (%)

clude:
ual expected production (kWh)
Expected production per kW of capacity (kWh/kW)
CBI portion of incentive ($)
PBI portion of incentive ($/kWh)
— PBI total payments ($)
— Net Present Value (NPV) of incentive payments ($)

BONNEVILLE
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ptions

se “hybrid” rebate and PBI
— Front load PBI payments
— Change stream of payments
— Change PBI equivalent

BONNEVILLE
ENVIROMNMENTAL
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clusions

the required PBI payment is:
ominal over five years

te incentive, the required PBI payment is:
.60 per kWh nominal over five years
evelized over five years

$3.20/W rebate incentive, the required PBI payment is:
een $0.46 - $0.53 per kWh nominal over five years
0.51 per kWh levelized over five years

Alternative Scenarios can be evaluated easily

BONNEVILLE
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g and Sales

ental Foundation

Avenue, Suite 410
and, OR 97204

(503) 248-1905
http://www.b-e-f.org
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