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EXPRESS TERMS

The New York Public Service Comm ssion (NYPSC or
Comm ssion) is considering specific rules and design details

pertinent to the Renewable Portfolio Standard (RPS) Program
that, in turn, may require changes to the Conmmi ssion's
Envi ronmental Disclosure Program (EDP). The Conmm ssion stated
in the RPS Program January 26, 2006 Order in Case 03-E-0188
(January Order) that it is considering recognizing the
unbundl i ng of environnmental attributes fromthe associated
energy and allowi ng the participation in the RPS Program of
renewabl e generators that enter into physical bilateral
agreenents for the sale of energy separate fromthe RPS Program
environnental attributes to which such energy was associ at ed.
The Conmm ssion explained in the January Order that it was
persuaded by the parties' assertions that allow ng physical
bilateral contracts to participate in the RPS Program and
recogni zi ng the unbundling of energy fromits environnental
attributes could result in |l ower RPS Program costs because these
actions woul d provide generators greater market access and
inprove liquidity of the market while decreasing financial
risks.

These nodi fications nay require significant changes to
the Comm ssion's environnmental disclosure |abel process
i nvolving the ways in which all generation data is conpil ed,
aggregated and reported on environnental disclosure |abels. To
accommodat e these proposed nodifications to the RPS Program and
to encourage the further devel opnent of the voluntary green
mar ket, the Comm ssion is considering nodifying the current EDP
to include an attributes accounting systemsimlar to systens
used in other states. The Conm ssion stated in the January
Order that it expected a certificate system would benefit New
York ratepayers by decreasing RPS Program costs resulting from
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| oner costs for devel opers through risk mtigation, market
l[iquidity and increased financing opportunities.

In 1998, the NYPSC adopted rules for inplenenting New
York’s EDP,! whi ch provides consumers with standard information
in auniformformat regarding the fuel mx and em ssions of the
electricity they purchase. The information is sent to consuners
sem -annually with their electric bills.

New York State's EDP was established to provide
information to retail custoners about the environnental
attributes of the electricity being supplied to themby their
| oad serving entity (LSE). The information is presented in the
formof a |abel that discloses the mx of fuel sources used to
produce the electricity that was purchased by an individual
consuner and a graph that displays how the em ssion | evel s of
sul fur dioxide (SQ2), nitrogen oxide (NOx) and carbon di oxi de
(C®2) for that fuel mx conpare to the average for New York
State. Information about fuel mx and em ssions resulting from
el ectricity generation allows consuners to nmake choi ces that
reflect their preferences. The goal of environnental disclosure
is to facilitate informed custoner choice, which could, in turn
| ead to i nproved environmental quality and resource diversity.

Thi s docunent presents possi bl e changes the Comm ssion
is considering in EDP accounting and suggests how t hese changes
m ght be inplenented. It also describes characteristics of the
certificate-based attribute systemthat the Conm ssion is
consi dering establishing and seeks comments on specific details,
i ncl udi ng cost recovery nethods.

1 Case 94-E-0952, Conpetitive Opportunities, Opinion No 98-19,
Opi nion and Order Adopting Environnental Disclosure
Requi renments and Establishing a Tracki ng Mechani sm (i ssued
Decenber 15, 1998).
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A.  EVALUATI ON AND CONSI DERATI ON OF POTENTI AL
| MPACTS AND CHANGES REQUI RED OF THE EDP

Al'lowing bilateral transactions and the unbundling of
generation attributes fromenergy transactions will affect how
di scl osure | abels are created. This section provides an
overview of the how the EDP | abels are created under the EDP in
pl ace today, and how such a | abel would be produced if the data
are acquired fromthe admnistrator of a certificate-based
system The section then considers the inpacts and changes
required of the EDP System from four perspectives: 1) how the
data are acquired and cal cul ated; 2) the appearance of the
di scl osure | abel; 3) the frequency and tineliness of the |abel;
and 4) differences in the useful ness or neani ngful ness of data
presented in the disclosure | abel.

1. Current New York Approach for
Acqui ring and Cal cul ati ng Dat a

LSEs acquire resources to serve their custonmers in
three ways. They either: (1) generate electricity fromtheir
owned or controlled sources for their own use; (2) purchase
energy fromidentifiable generators directly or through other
whol esal e internediaries (bilateral transactions); or, (3)
purchase energy fromthe spot market. These actions are
nmoni tored by the New York | ndependent System Operator (NYl SO
through its financial settlenent system so the NYI SO knows how
much each generator produced, which parties bought how much
energy from each generator or other whol esal er, what generation
was sold into NYI SO spot markets, and how nuch each LSE
purchased fromthe spot market. |If any transactions occur
downstream of the |ast point nonitored by the NYI SO (e.g.
generated or delivered at points on the distribution system not
directly accounted for in the NYISO settlenent system, the
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| ocal transm ssion and distribution (T&) conpany nust report
the generation and attributes associated with these units to the
EDP Adm nistrator. These “load nodifiers” currently serve

bet ween one percent and two percent of total New York | oad.

Envi ronmental disclosure |labeling is thus based first
on NYI SO reports, provided every six nonths to the EDP
Adm ni strator. For generation units that are owned and
controlled by the LSE, the NYI SO reports how nuch of the output
is used by the LSE and how much is sold to others. The NYI SO
al so reports the anount of energy transferred under bil ateral
arrangenents. All bilateral transactions are identified by
generating unit and the buyer; and the buyer is assigned the
attributes of the generating unit involved in that transaction.

LSE purchases fromthe spot market are separated from
ot her transactions. The NYI SO reports the anount of power each
participating entity sold into the spot market by source
generating unit and the anount purchased by each buyer.

For purposes of devel opi ng data used for environnental
di scl osure | abels, the EDP Adm ni strator uses data pertaining to
all energy consuned in New York, whether or not sold through
bil ateral transactions, as provided by the NYISO  For LSE spot
mar ket purchases, the EDP Adm ni strator segregates the energy
and attributes associated wth “Conversion Transactions” or
“CTs.”

Conversion Transactions occur voluntarily when an
entity that sold energy into the spot market and an entity that
purchased a |ike anount of energy fromthe spot market, during
the sane settlenent period, jointly notify the EDP Adm ni strator
that they wish to separately identify the specified anmount of
energy for environnental disclosure purposes. For purposes of
an LSE's environnental disclosure |abel, the energy associ ated
with a CT will receive credit for the environnmental attributes



SAPA NOTI CES 03- E-0188SA15 and 94- E- 0952SA38

of the generation source of the entity that sold the energy into
the spot market. This energy will then be deducted fromthe
spot market total, and the remai ning spot market purchases are
assigned the attributes of the residual generation that was sold
into the spot market (the “residual systemmx”).

Further adjustnents are nmade to account for energy
inports and exports, which are nonitored by the NYI SO For
inports, the EDP Adm ni strator assigns an aggregate or average
fuel mx and em ssions for the region where the generation
originated, unless unit-specific inports originate froma state
or region with tracking and environnental disclosure
requi renents conparable to New York’s, in which case the unit-
specific data may be used. Exports are also identified by
generating unit, allowi ng the EDP Adm nistrator to renove
attributes associated with exports fromthe New York m x.

Once the total anmpunt of energy consumed in New York
is determned and the sales or transfers from each generating
unit to each LSE are known, the fuel and em ssions attributes
are incorporated into the analysis. The attributes shown in the
| abel s are based on information fromthe New York Departnent of
Envi ronnent al Conservation (DEC) and the U.S. Energy Information
Adm ni stration (ElA)

The DEC and El A produce annual reports that show the
fuel source and anobunt of pollutants emtted for each generating
unit in New York. The EDP Adm nistrator uses the data fromthe
nmost recent reports and associ ates the fuel source and em ssion
rates (e.g., |Ibs/MM) with the NYI SO reported generating unit
sales to LSEs, and cal cul ates the fuel m x and average em ssions
to be assigned to the residual spot market pool. Adjustnents
are made to account for line |osses, inports and exports, in
order to match up with total sales. Finally, the EDP
Adm ni strator calculates the total |oad information for each LSE
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and provides labels to them on which they can base | abels for
distribution to their customers as required.?

2. “Certificate-Based”
Met hod for Cal cul ating Data

The current EDP nonitors the financial market for
electricity contracts and then associ ates environnent al
attributes wwth those electricity contracts. 1In a certificate-
based system uni que, serial-nunbered el ectronic generation
certificates are created for each MM generated and information
on the generation attributes is reflected on the certificates.
A certificate-based approach primarily nonitors market
transactions for attributes. Certificates in an account reflect
title to the generation attributes associated with that MM of
energy generated. Omership is determ ned and verified
el ectronically. Under the approach followed by New Engl and and
PIJIM the attributes of all generation, not just renewabl e
generation, are nonitored by the certificate system

In concept, a certificate systemworks nuch like a
bank. The system adm ni strator (banker) issues a uniquely
identified electronic certificate for each MM of energy
generated. Before a systemadm nistrator could issue
certificates to a generator, however, the generator has to open

2 For exanple, in 2003 for New York as a whol e: about 33% of
attributes were tracked via ownership or control of resources
or bilateral transactions; about 9% via CTs; and about 58%

t hrough spot market transacti ons assigned the spot market, or
residual mx of attributes. [|f NYPA and nmunicipal entities
(which use virtually all ownership/bilateral contracts and do
not have retail choice) are excluded, however, the proportions
are: 24%of attributes were tracked via ownership or contro
of resources or bilateral transactions; about 10%via
conversion transactions; and about 66%t hrough spot narket
transacti ons assigned the spot market, or residual m x of
attributes.
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an account by registering with the system adm ni strator.
Regi stration requires that each generator provide certain
i nformati on about generating unit characteristics and generation
attributes. These attributes are then attached to each
el ectronic certificate that is issued to that generating unit.
The information can be entered by each generator, but would be
verified in a simlar manner as occurs today in New York. The
em ssions data, in particular, are updated periodically fromthe
sane sources now used by the EDP Adm ni strator

Accounts are opened by generators, LSEs,
internmediaries and others. Certificates are issued periodically
(e.g., quarterly as with the NEPOOL G'S, or nonthly as with the
PJM GATS) based on generation data reported by the control area
system operator during that period, or as reported by
distribution utilities or others for generation not reported to
the control area system operator (such as that interconnected to
the distribution systens or | ocated behind-the-neter on a
custoner’s premi ses). Under the certificate approach, absent a
contract provision assigning attributes to another party, the
certificates are first placed into the el ectronic bank account
of the generator that produced the MM.*® Subsequent novement of
certificates (based on trades within the system inports and
exports) are confirmed electronically by both the buyer and
seller, and when such transactions are confirmed, the system
adm ni strator noves the certificates fromthe seller’s account

3 A special case is that of Qualifying Facility contracts under

the Public Uilities Regulatory Policy Act of 1978, nost of
which are silent regarding attribute ownership. Currently,

t he EDP program assigns the attributes to the purchaser of the
power if the contract is silent regarding attribute ownership.
The Conmm ssion is not considering changing that protocol.
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into the buyer’s account.* Mst certificate transfers involve
the attributes of clean energy sources with | ow em ssions. For
exanpl e, account hol ders m ght buy renewabl e energy certificates
to support nmarketing clainms for voluntary green power products.

At the end of each reporting period, all energy sold
to retail custoners is matched by an equal anount of retired
certificates that can be used to create an environnent al
di scl osure |l abel. More specifically, total retail sales by each
LSE (as reported to the system adm nistrator by the control area
system operator) would have to match the anmount of retired
certificates in the LSE' s account.®

It is possible that LSEs m ght not acquire
certificates equal in anount to their retail sales. By the end
of a certificates' trading or settlenent period (either
quarterly or nonthly), any shortfall between the anmount of
certificates secured by an LSE and the LSE' s retail sales are
assigned a mx of attributes representative of the certificates
not otherw se associated with load, i.e., the attributes of the

uncl ai med certificates. These unclained certificates are
generally those with little or no value that would not be traded
and will therefore remain in the generators’ accounts. Thus, at
the end of each settlenent period, the system adm nistrator
removes and retires fromthese accounts certificates that have
not been traded or reserved, calculates the fuel m x proportions
and average em ssions fromthe attributes of these certificates,

“ A certificate-based accounting systemis not a trading

platform Certificate trading is acconplished off-Iline
t hrough bilateral transactions, and the conpleted transactions
are recorded in the systemel ectronically.

LSEs coul d have different sub-accounts for different products
that they offer, but energy supplied with each product woul d
have to be matched by an equal anount of appropriate
certificates.
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and assigns this residual systemmx to the retail energy not
covered by certificates.

Finally, the systemadm nistrator issues a report to
each LSE that shows, for the reporting period, an LSE s retai
sales (certificate obligation) and the equivalent certificates
based on those that were secured by the LSE and on the residual
m x assigned by the adm nistrator. This information can then be
used directly to create each LSE s environnental | abel.

Because a certificate can reside in only one account
at atinme, it cannot be counted twice. So |long as a generator
is uniquely registered for creating of its certificates in a
single generation registry or accounting system and that
systenmis reports are the sole source of data used for
verification, title can be determned. There is no need to
follow the internmedi ate contract path of certificate
transactions to verify title, as the certificate itself serves
as that verification.

3. Conmpari son of Data Acquisition and
Cal cul ati on Met hods of the Two Approaches

It appears that the calculation of data for disclosure
| abel s under a certificate-based approach and the current EDP is
the sane. Under both nethods, the system adm nistrator nust
performsonme or all of the foll ow ng steps:

a. Acquire data associating attributes
with specific LSE |oad, for transactions
clearly attributable to the LSE

The processes of acquiring data and cal cul ati ng

di scl osure | abel proportions and em ssions are quite
simlar between the two approaches. The primary
simlarity is the assignnment of “desirable” attributes
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in transactions to which generators and LSEs nutual ly
agree. This occurs in New York's current EDP approach

t hrough purposeful bilateral contracts with clean resources
and through CIs. A major difference is that under a
certificate systemthere is no analogue to the bil ateral
transactions entered into for purely comodity purposes.

b. Make adjustnents to data received
Under New York's current EDP approach, the EDP
Adm ni strator nust adjust the NYI SO data to refl ect

Conversion Transactions, after confirmng with parties on
both ends of the transaction. Qher adjustnents are made
to the NYI SO data such as regrouping of certain LSE
designations and a recal culation of the N agara Mhawk
data. These types of adjustnents are typically not made in
a certificate-based system

C. Determ ne a residual mx

This step is anal ogous in the two approaches

d. Apply the residual mx to |oad that has not already
been assigned attri butes.

This is a straightforward step that is the sane under
ei t her approach.

e. Address inports and exports and | oss adj ustnents.

This is a straightforward step that is simlar under
each approach

f. Associ ate fuel and em ssion
with each LSE' s retail sales

This is a straightforward step that is simlar under
each approach
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g. Roll information up into a | abel

This is a straightforward step that is the sane under
ei t her approach.

4. Appear ance of the Disclosure Label

The appearance of the |label itself can be exactly the sane
under a certificate-based approach as under the current EDP
Program approach. The key difference is the basis upon

whi ch the nunbers are determ ned.

5. Frequency and Tineliness of Labels

Label s can be distributed just as often under a
certificate-based approach as under the current EDP

appr oach.

6. Usef ul ness and Meani ngf ul ness of Disclosure

An inportant aspect of the neani ngful ness and useful ness of
di scl osure | abel s under the two approaches is the degree to
whi ch, when conpared, the | abels | ook nore or |ess alike.
Under the current EDP approach, if an LSE relies to a |large
extent on comodity bilateral purchases, its |abel would
show t he generation attributes of the generating units from
whi ch they were purchased. It has been suggested that
under the certificate system those attributes are unlikely
to be traded, with the result that nore energy woul d be
assigned the residual systemmx. On the other hand, it is
asserted, if there are few commodity bilateral purchases,
nost LSE | abels, as in the current EDP approach, will show
a simlar mx of attributes because nost of themare

assigned the residual mx fromthe spot market.
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For differentiated “green” products, it appears that there
would likely be little difference between the two
approaches if LSEs rely on certificate transactions to the
sanme extent as they have in the recent past relied on CTs
or green bilateral transactions under the current EDP
approach. The labels would likely appear practically

identical in fuel m x and em ssi ons.

In general ternms, the inplications of noving fromthe
current EDP to a certificates systemi ncl ude:

The Residual M x would probably end up
| ooki ng sonewhat nore |ike the New York
State average m x w thout NYPA and
muni ci pal s than it does today.®

The proportion represented today by
bilaterals is likely to | ook nore like the
Resi dual M x.

Label s mght ook a bit nore alike for those
not conducting substantial CT (today) or
certificates (in the future) business.

For custoners having retail choice, as noted earlier,
past experience indicates that about 24%of l|oad is supplied
t hrough bilateral transactions, with only about 10% supplied
wi th purposeful regard for the fuel type. The majority of
attributes, 66%in aggregate across the State where retai
choice is available, are assigned to |abels today through

® This effect, if undesirable, could be aneliorated if EDP rules
were adopted requiring attributes from LSE-owned resources
and/or bilateral contracts to be placed initially in LSE,
rat her than generator, accounts. Alternatively, EDP rules
could require that bilateral transactions remain bundled for
generation not eligible for the RPS Program
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residual mx attributes associated with spot nmarket purchases.
This means that the |abel differences between the systens wl|
be nodest, and in terns of neani ngful ness to retail custoners,
unlikely to be perceived as material, or even noticeable.

A l ook at the practices and portfolios of LSEsS under
the current EDP system illustrated bel ow, suggests the likely
i npact of noving to a certificates system |In 2003, for
exanpl e, based on a review of actual |abels, it is noted that:
31 LSE | abel s showed em ssions and fuel sources either identical
to the em ssions and fuel sources in the spot market or nearly
so (very small proportion of non-spot market em ssions and fuel
sources). Under a certificate system the |abels for these LSEs
woul d continue to |ook alike, being allocated the residual m x.
The | abels of two utility LSEs (N agara Mhawk and NYSEG showed
nodest deviation fromthe em ssions and fuel sources in the spot
market. So, for these 33 LSEs, the change woul d not be
mat eri al, and the neani ngful ness of the | abel woul d not change.

The |l abels for two utility LSEs (Consolidated Edi son
and Rochester Gas & Electric) departed materially fromthe spot
mar ket | abel, due to substantial proportions of energy from
utility-owned facilities or bilateral contracts. Two
conpetitive LSEs not selling "green" energy also had | abels
departing materially fromthe spot market |abels. Consequently,
the |l abels for these four LSEs m ght | ook sonmewhat different
under a certificates system wth the degree of difference
dependi ng on whether certificates are initially deposited to the
generator accounts or are deposited to LSE accounts if owned or
controlled by that LSE under contract.

One conpetitive LSE selling "green" energy departed
materially fromthe spot market |label. This was a purposeful
result of the LSE' s procurenent and marketing objective, and
this would not |ikely change under a certificate system
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Si x public power |abels - the two NYPA | abels, nunicipals, and
three nunicipal light plants, departed materially fromthe spot
mar ket | abel .’

Based on this assessnent of actual EDP experience, it
appears that there would be very little difference between the
current approach and a certificate-based approach in terns of
t he neani ngf ul ness and useful ness of EDP | abels. Mbst
di fferences remai ning mght be mnimzed by establishing an EDP
rul e governing the certificate systemtreatnent of owned

resources and resources under bilateral contracts.

B. PROPGCSED CERTI FI CATE ACCOUNTI NG
SYSTEM CHARACTERI STI CS

The Comm ssion is considering inplenenting a state-
wi de certificate-based generation accounting system (Regi ona
Envi ronmental Attribute Certificate Tracking System or REACTS)
that is simlar to systens in neighboring control areas. Such a
system woul d i ssue and keep track of certificates of generation,
woul d assist LSEs in nmeeting their EDP responsibilities, would
provi de an accounting nechani smfor an EDP Adm nistrator to
record transfer and retirenment of certificates procured under
the RPS Program and may provide a platform capabl e of
supporting inplenentation of future em ssion policies. It
woul d, in addition, continue to prevent double-selling of
attri butes, provide a verification nmechanismfor voluntary green

power purchases, and create a record of generation that wll

" These labels may | ook very sinilar under a certificates system

(at least for those LSEs that use extensive anounts of
hydroel ectric generation) as they would |likely transfer
certificates to acquire labels simlar to what they have now.
In any event, because there is no retail choice for the
custoners of these LSEs, the differences may not be
particularly inportant with respect to the primary purpose of
EDP.
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facilitate conpliance with future regulatory prograns that are
currently being considered.

1. Maj or Desi gn Features of REACTS
The REACTS system woul d be designed to keep track of

certificates of all generation, including certificates
associated wth energy transactions acconplished through

bil ateral trades, energy sold and purchased through the spot

mar kets of the NYI SO and energy transacted between the NYI SO
and nei ghboring control areas.® REACTS would be fully conpatible
with the NEPOOL Ceneration Information System (@ S) and the PIM
Ceneration Attributes Tracking System (GATS), thereby
facilitating an economically efficient regional market for
generation attri butes.

REACTS woul d issue certificates for electricity
generated in the State, including both renewabl e and non-
renewabl e generation. To do so, all generators in the State
woul d be required to register with REACTS, providing essenti al
i nformati on about characteristics of the generating unit. The
i nformati on contained on the certificates would be entered into
the system during the generator registration process, and would
be verified.

Certificates would be issued nonthly to generators
based on financial settlenents data fromthe NYI SO and
potentially for other data sources for generation interconnected
to distribution conpany facilities or custoner-sited generation
not reported to the NYISO One certificate would be issued for
every MM of generation. Each certificate woul d have a uni que
serial nunmber, and would contain a variety of information fields

8 System design should al so include consideration of methods to

track custoner-sited generation.
- 15 -
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as needed by the EDP Adm ni strator, NYSERDA, and narket
partici pants.

Every entity participating in the energy markets
adm ni stered by the NYI SO woul d have an account in the system
Mar ket internediaries (brokers, marketers) could al so establish
accounts. There would be four types of accounts: active,
reserve, retired, and export. \Wen certificates are issued,
t hey woul d be deposited in the generator’s active account.
Certificates in an active account could be traded w t hout
restriction. Transaction of certificates would occur between
buyers and sellers, with both parties agreeing to record the
transfer wwthin the REACTS. Retirenent of certificates would
occur automatically when the certificates are clainmed by an LSE,
or manually when the certificates’ owner requests transfer of
certificates to a retirenent account. Once placed in a
retirement account, along with any uncl ainmed certificates, the
certificates could not be traded again. Thus, the retirenent
account would be the final point of deposit for a certificate.
Mar ket participants could al so set up reserve accounts where
renewabl e certificates could be set aside for sale to retai
custoners separate fromelectricity, or for other purposes as
agreed by detailed operating rules. Reserved certificates would
not contribute to the residual mix calculation.?®

Certificates that are sold outside of New York would
be retired from REACTS by noving themto an export account.
Certificates inported into New York would be recogni zed if they
are exported from conpati bl e accounting systens with agreenents
bet ween t he REACTS and the exporting accounting system To

New Engl and and PJM add a refinenent (called a “reserve
account”) that allows account holders to set aside renewabl e
certificates that they do not want to be included in the
residual mx. Coments are sought on whether New York should
adopt a simlar option, and, if so, the appropriate |ength of
the "set aside" period.
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prevent doubl e sales, REACTS certificates would be created for
certificates inported into New York State only if the
certificates issued for that generating unit in the exporting
accounting systemare retired.

Those generators that do not wsh to nanage their
certificates would still have to register with REACTS, but they
woul d not have to participate actively in the system For such
generators, their certificates would stay in their active
accounts until the end of the settlenent period when the system
admnistrator will automatically retire the certificates.

The system woul d be settled every six nonths and the
residual m x woul d be cal cul ated as descri bed above, although
hourly settlenent of energy trades would continue as is
currently done in the NYISO Certificates representing the
Residual Mx and its associated em ssions profile would be
assigned to any shortfall between an LSE' s total |oad and the
nunber of certificates in the LSE s account at the end of the
settl enment period.

At the end of each settlenent period, the REACTS
adm ni strator would prepare reports for account hol ders show ng
the certificates in their accounts. For the EDP, the
adm ni strator would prepare individual reports for LSEsS show ng
the attributes to be incorporated into the | abels.

The Comm ssion is seeking coments on the general
desi gn of the system as descri bed above. This general
description of how t he REACTS woul d function woul d be
suppl enented at a |l ater date by nore detail ed operating rules.
In drafting the operating rules, DPS and NYSERDA staff may draw
upon the operating rules of neighboring accounting systens,
nodi fied as necessary to neet New York's needs. The follow ng
links provide insight into the details of these certificate
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systens, and what staff w |l be considering. GCeneral comments
on these approaches are wel cone.

Parties are referred to these resources:
NEPOOL Ceneration Information System
http://ww. nepool gi s. com
http://ww. nepool gi s. com Gener al Doc/ NEPOOL%20d S¥%20Rul es%20-
%201 1 06%20r evi si on. pdf
PJM Generation Attributes Tracking System

http://ww. pj meis.com

http://ww. pj meis.con docunent s/ downl oads/ gat s- oper ati ng-

rul es. pdf

Q her resources that may be used by the Comm ssion
i ncl ude the foll ow ng:
West ern Renewabl e Energy Ceneration Information System

http://ww. west gov. org/ wi eb/ wregi s/

http://ww. west gov. org/ wi eb/ wregi s/ reports/ I nORul esfnl 7-15-
04. pdf

M dwest Renewabl e Energy Tracki ng System

http://ww. gpi sd. net/ nrets/docunent s/ M RETSTechRec18. pdf

2. System Adm ni stration and Cost Recovery
Adm ni stration of the REACTS could be provided by the
Department of Public Service, although system devel opnent,

system nmai nt enance and possi bly day-to-day nmanagenent coul d be
contracted out.

Creating and adm nistering a certificate accounting
system generally involves three sets of costs: 1) the cost of
pl anni ng and desi gning the system including drafting operating
rules; 2) the cost of system devel opnent, including preparing an
RFP, hiring a contractor, and witing the software; and 3)
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system nmai nt enance and the day-to-day operational costs of
adm ni stering the system

Overall, the costs of devel opi ng any system depend on
several factors, such as whether a new system nmust be created
fromscratch or an existing system can be reconfigured or
expanded to include new features or functions. Costs would be
determ ned by a conpetitive RFP process for system devel opnent
and operational support.

The Comm ssion is considering a nunber of nmethods to
recover the costs associated with devel opnment and operation of a
certificate system These include a conbination of two
approaches pertaining to start-up costs and two approaches
pertaining to on-going costs.

Regardi ng start-up costs:

Approach A System Benefit Charge Funds

Under this approach, SBC funds already set aside
for this purpose m ght be used to finance or
assist in financing the start-up costs of the
certificate system

Appr oach B: Cont r act or - Fi nanced

A contractor mght be willing to finance sone or
all of the start-up costs of the system and
recover the costs through the nmethods descri bed
below. This option has the sane advantages and
di sadvant ages of those options. |f system

devel opnment were contractor-funded, financing
charges woul d presunmably be included, adding to
the total cost.
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Regar di ng on-goi ng costs:

Approach A: Vol unetri c Charge

Costs woul d be recovered through an MW charge on
LSEs. In essence, custoners would pay for the
New Yor k system based on their energy use,

regardl ess of whether or not their supplier
transacts certificates. This option would keep
the per-MM costs | ow by spreading the costs
across the largest |oad, and woul d present the

| onest hurdle to participation and transacti ons.
Because all custonmers benefit from environnental
di scl osure labels, it could be argued that al
custoners should pay for the system regardl ess
of whether their electricity provider transacts a
significant nunber of certificates or not. This
may be appropriate because all LSEs will rely on
the certificate tracking systemto create EDP

| abel s.

Appr oach B: User Fees
User fees could be structured in different ways.
For exanpl e, account hol ders that buy or sel
certificates within New York State coul d pay
based on each transaction, or based on the vol une
of certificate transactions. O course, if only
a few market participants transact certificates,
t he per-MM cost m ght be relatively high and
have the perverse effect of discouragi ng market
participation. Another way to set user fees is
to establish annual subscription fees in advance
of using the system and then allow payi ng users
unlimted access to it. One challenge with this

- 20 -
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approach is establishing the subscription fees in
advance w t hout knowi ng how may mar ket
participants to expect.

C. ADDI TI ONAL | SSUES
In addition to comments on the proposed approaches in

general, and the specific questions asked above, the Comm ssion
solicits cooments on the foll ow ng questions.

1. The proposed certificate-based approach suggests
assigning a residual mx fromunsold or unreserved
certificates at the end of the settlenent period
(proposed to be every six nmonths). Is it
preferable to use an alternative way of assigning
attributes to retail sales for which the LSE has
not purchased certificates? |If so, please describe
that alternative approach and its advant ages.

2. Wul d nodest differences in the |abels of LSEs not
attenpting to purchase “green” energy underm ne the
meani ngf ul ness of the EDP? Wuld a systemthat
produces | abel s--for LSEs not attenpting to
differentiate thensel ves--that are slightly nore
honmogenous than under the current approach, but
that are clearly differentiable from LSEs
attenpting to use “green” energy, be materially
| ess useful or |less neaningful to custoners than
t he | abel s produced under the current systenf

3. The Conmi ssion is considering whether to require
jurisdictional LSEs that own generation units, and
those with bilateral energy contracts not
explicitly unbundling attributes fromenergy, to
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4. indicate in the systemthat certificates fromsaid
units or contracts automatically be deposited into
the LSE's account, instead of the generator’s
account. This type of automatic transfer would
only occur after both the generator and the LSE
have provided witten consent.

5. The Conmi ssion is considering whether the system
adm ni strator should issue certificates based on
financial settlements data fromthe NYI SO
Comrents are invited on whether the system should
al so issue certificates for generation
i nterconnected to distribution conpany facilities
or custoner-sited generation not reported to NYI SO

6. The Comm ssion is considering specifying that only
renewabl e certificates can be reserved, but w thout
alimtation on the anount of tinme they can be
reserved. Because the nunber of renewabl e
certificates likely to be reserved each year is
very small (nost renewable certificates in the
systemw || be procured by NYSERDA for the RPS
Program), it may have an inconsequential effect on
the environnental disclosure |abel. Coments are
invited indicating either agreenent or disagreenent
with the policy to allow only renewabl e
certificates to be reserved and on the ability for
certificates to be reserved indefinitely.

7. How shoul d the inport and export of certificates be
handl ed? For exanple, as is the case in the RPS
Program should certificate inports be required to be
acconpani ed by equal electricity inports?



