Minutes

Qualified Reporting Entity Working Group Meeting

September 24, 2008

Participants

California – John Pappas (WREGIS Committee), PG&E; Jeremy Weinstein, PacifiCorp; Bill Di Capo, Cal ISO; Angela Gould, California Energy Commission

Idaho – Randy Henderson, Randy Allphin and Rick Haener, Idaho Power; Peter Richardson, Exergy Development Group

Iowa – Steve Maller, John Deere Renewables

Montana – Marilyn Bugg, NorthWestern Energy

Nevada – Anne-Marie Cuneo (WREGIS Committee), Nevada Public Utilities Commission

New Mexico – Dwight Lamberson, New Mexico Public Regulation Commission

Oregon – Lisa Schwartz (QRE Working Group facilitator), Oregon Public Utility Commission; Kip Pheil, Oregon Department of Energy; Jordan White and Kristie Sharp, PacifiCorp; Andrea Jackson, PGE; Bill Eddie, Bonneville Environmental Foundation; Jamie Sims and Henry Tieu, BPA; Carrie Plemons, Iberdrola Renewables

Texas – Eric Winter, Element Markets

Utah – Sandy Mooy, Utah Public Utilities Commission; Andrea Coon and Stephanie Roghaar, WREGIS 
Washington – Steve Johnson, Washington Utilities and Transportation Commission

Wyoming – Christopher Petrie, Wyoming Public Service Commission

QRE Overview - Andrea Coon, WREGIS

A Qualified Reporting Entity (QRE) is a third party that uploads generating data on a monthly basis for generators larger than 360 kilowatts (kW). Generators under 360 kW are self-reporting units. In order to maintain the integrity of the data the QRE must be independent from the generator, with no conflict of interest related to the data or associated renewable energy certificates (RECs). 

If an entity has qualified as a QRE in WREGIS, the entity can report the data. However, unless the data is Balancing Authority-quality, the entity will not be willing to report the data. In other words, the entity must have a meter on the generating facility. Balancing Authorities have uniquely accurate data that no other entity can provide. 

Balancing Authorities are directly connected to generating unit meters. The WREGIS control document for QREs calls for the Balancing Authority to be the generator’s QRE as long as the data can be reported on a generating unit basis. Further, to meet QRE standards, the entity must be large enough to have the necessary separation and employees in place. In addition to electric utilities, the California ISO and BPA are registered QREs. Fat Spaniel provides QRE service in tandem with the metering services it provides for very small generators that are not metered by a Balancing Authority. The company is not involved in REC transactions. Fat Spaniel is not looking to expand to provide QRE service to generators that are metered by a Balancing Authority and has no incentive to do so.

Some electric utilities are QREs even though an ISO serves their entire service territory. The utilities provide generating data for facilities that are not individually metered by the ISO (where the ISO pools data from several generating units, not on a unit basis). For example, PG&E provides generating data for legacy facilities that do not have meters that meet ISO standards. PG&E also is purchasing energy from these facilities.

To date, WREGIS has registered 18 QREs, 10 of which are Balancing Authorities: BPA, California ISO, Idaho Power, Imperial Irrigation District, NorthWestern Energy, PacifiCorp, Public Service Company of New Mexico, Puget Sound Energy, Sacramento Municipal Utility District and Chelan PUD. Some of these organizations also are WREGIS account holders.

WREGIS does not have capability to directly acquire generating data from generating units. WREGIS does not charge any fees to QREs.

California ISO and BPA QRE Service

Both BPA and California ISO provide QRE service free of charge to any generator within their Balancing Authority areas. The QRE agreements require the Balancing Authority be held harmless by the generators for the accuracy of data. BPA and Cal ISO endeavor to provide accurate data to WREGIS, but it is up to the generator to verify the data. 

WREGIS Process for Data Review

Generators have a week from the time the QRE submits the data to review it and ask the QRE to resubmit it if there are errors. The generator can still dispute the data after that time and have corrections made. WREGIS allows up to two years for final resolution of the data. However, some QREs may not allow such a long settlement process. WREGIS has processes in place to address any disagreements between Account Holders (generators) and QREs. 

Review of Proposed Issues Statement 

Jurisdiction (issue 1b) - Lisa Schwartz suggested the group first review the issue of whether QRE service is subject to FERC or state jurisdiction. Jordan White, PacifiCorp attorney, stated that neither the FERC, nor the state of Oregon, requires a balancing authority to serve as a QRE. FERC Standards of Conduct would not be violated when QRE service is provided by the shared back office, as is the case for PacifiCorp. Kristie Sharp explained that the back office already has the generating unit data, validates the data and does settlements. Further, because the back office is a shared function, there already are processes in place to ensure the confidentiality of that data is not violated.
Multi-state entities (issue 1a) and cost recovery (issue 2) – Jeremy Weinstein explained that PacifiCorp performs QRE services for its own renewable energy facilities and for those facilities that are selling their RECs to PacifiCorp. PacifiCorp states it would incur the costs associated with one dedicated full-time employee to provide QRE service for entities from whom it is not purchasing RECs. The questions facing PacifiCorp are: Who will pay for QRE service for unaffiliated entities or for entities that are not selling their RECs to PacifiCorp? How should such services be priced, given the initial fixed costs of an FTE? How will the utility recover its costs and how will the costs be allocated among states?
PacifiCorp does not have a person available to provide QRE service for facilities the company is not purchasing from. The back office is already stretched thin. PacifiCorp is contemplating charging for the service if it offers it. PacifiCorp wants to be sure to comply with all applicable laws and regulations should it offer the service. 

Lisa asked the group to discuss these issues given that the location of the generator is not necessarily the same as the state where the RECs will be used for RPS compliance or voluntary programs. Kip Pheil pointed out that even if a REC initially went to the state where the generator is located, the REC may well be traded to an entity in another state before it is retired.

Marilyn Bugg of Northwestern Energy provided an example of RECs generated in South Dakota and Nebraska, the majority of which do not come to the utility. 

Dwight Lamberson said the New Mexico Public Regulation Commission would like to avoid FERC regulation that might be triggered by any charge associated with QRE service. The transaction cost could be incorporated in the cost of the RECs.

Lisa pointed out that, in the case of unaffiliated entities — where the utility is not purchasing the RECs but simply providing QRE service — incorporating QRE costs in the REC does not address the issue of utility cost recovery.

Steve Johnson, WUTC, said a large transaction cost would “dent” the value of small generator RECs. The central question is if the small generator needs and should have a subsidy of the high transaction cost of metering and data reporting. The issue could be addressed through a tariff rate. He outlined two choices: 1) fully include the cost in the QRE rate (prohibitive for some generators but economically efficient) or 2) subsidize the cost (making it affordable to some generators but creating an unnecessary subsidy for other generators – free rider problem). Steve needs to examine whether under Washington statute there is authority for the Commission to subsidize the small generators. For larger generators, especially those already providing generator data by telemetering, it is not clear the QRE’s costs of reporting the data to WREGIS are large enough to justify a special remedy. Some Washington utilities may have excess RECs that will be sold out of state. The issue must be resolved on a multi-state basis though the solution could be individual state action such as a filed tariff in each state that is similar. Further, consumer-owned utilities also are providing QRE service. Therefore, it is a larger state policy issue. The issue, however, is not unworkable. 

Kip would like to better understand the cost of providing QRE service. For example, how many generating units are in the utility’s Balancing Authority area that are not selling the RECs to the utility? How much additional data transfer time does that represent? Bill Di Capo, California ISO, also wants to know what these costs are.

Kristie Sharp asked how the utility would estimate that. PacifiCorp cannot anticipate how many entities may ask for QRE service. So far, Iberdrola and small hydro facilities have approached PacifiCorp to provide QRE service. In addition to basic monthly data uploads, if the generator does not agree with the data provided to WREGIS, more work must be performed. 

At the October 7th public meeting, Lisa will ask the Oregon Public Utility Commission to open an investigation into electric companies providing QRE service. As part of the investigation, she will request that utilities file draft tariffs with estimated costs.

Next Steps

While one approach to the issue may be to develop a mechanism to charge generators for QRE service, John Pappas suggested that the better approach may be for large utilities to figure out how to recover costs and not charge on a generator basis. That was the approach for developing WREGIS, which was funded solely by California ratepayers. Further, California ISO is not charging for QRE service. The costs are spread to customers. John encourages parties for the greater good to facilitate trading of RECs and use of WREGIS by all Western states. WREGIS needs to get this service off the ground. A larger view is needed. 

Lisa suggested the states consider a pilot program where customers, rather than generators, pay for QRE service. The policy would be reviewed in two or three years. Dwight Lamberson of the New Mexico Commission supports this concept. Steve Johnson of the Washington Commission supports Oregon doing a pilot, especially exploring whether the cost for QREs reporting most of the data for most generators is low enough as not to require special actions.
While the Washington Commission has ongoing authority to change cost recovery or utility charges, if the Commission considered a subsidy, calling it a pilot would make that clear. Further, QRE service is not a large part of the cost of RPS implementation, and we should not sit on our hands on this issue. 

Peter Richardson, Exergy Development, stated it would be discriminatory for a utility to charge for QRE service when it is not acquiring the RECs, if it is not charging itself for the service when it is acquiring the RECs — i.e., from its owned or contracted facilities.

Bill Eddie, Bonneville Environmental Foundation, suggested the Energy Trust of Oregon be invited to participate in the QRE Working Group. Lisa will extend an invitation. 

Jeremy recommended the group meet next week to finish reviewing the draft issues statement, including issue 5: Would it be helpful to draft a recommended policy statement for state commissions? 

Next meeting: Wednesday, October 1, 2008, 9 a.m. to 10:30 a.m. Pacific time. WREGIS staff will send phone conferencing information.

— Lisa Schwartz, Oregon Public Utility Commission
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