STATE OF NEW HAMPSHIRE
PUBLIC UTILITIES COMMISSION

DE 21-037
ELECTRIC RENEWABLE PORTFOLIO STANDARD
Adjustments to Renewable Portfolio Standard Class Requirements
Order Setting 2020 Class 111 Obligations
April 20, 2021

In this order, the Commission decreases the New Hampshire Renewable Portfolio
Standard Class I1l requirement for compliance year 2020 from 8 percent to 2 percent, pursuant to
RSA 362-F:4, VI.
l. PROCEDURAL HISTORY

By Order of Notice issued on March 5, 2021, the Commission opened this docket to
investigate whether it should adjust the Renewable Portfolio Standard (RPS) Class IlI
requirement (electric energy generated using eligible biomass or landfill gas fuel sources) for
compliance year 2020 (CY 2020), which can be satisfied with renewable energy certificate
purchases made by June 15, 2021, or alternative compliance payments made by July 1, 2021.
To inform its decision, the Commission solicited public comment relative to: (i) the 2020 annual
electric generation output of certified Class Ill-eligible sources; (ii) the availability of New
Hampshire Class 111 renewable energy certificates (RECs); and (iii) the demand for New
Hampshire Class 111 RECs based on regional market conditions for CY 2020.

While the Class 111 RPS requirement established by statute for CY 2020 is 8 percent of
retail electricity sales, the Commission has the authority to modify the requirement to an amount

equal to between 85 and 95 percent of the reasonably expected potential annual output of
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available eligible sources after taking into account demand from similar programs in other states.
RSA 362-F:3 and RSA 362-F:4, VI.

Providers of electricity comply with RSA 362-F by obtaining and retiring RECs in
amounts necessary to meet or exceed the minimum statutory percentage of electric energy
supplied to their end-use customers. One REC represents the renewable characteristics of one
megawatt-hour (MWh) of electric energy generation. Providers may also comply by making an
alternative compliance payment (ACP) at a statutorily-established rate for each MWh not met
through the acquisition and retirement of RECs for each required RPS class type. Revenues
collected through ACPs are held in the Renewable Energy Fund (REF), which is used to
stimulate investment in renewable energy generation.

The Commission held a hearing to receive public comments on March 29, 2021. At that
hearing, the Commission heard from Bridgewater Power Company (Bridgewater or BPC); Public
Service Company of New Hampshire d/b/a Eversource Energy (Eversource); New Hampshire
Electric Cooperative, Inc. (NHEC); Sigma Consultants, Inc. and Constellation New Energy, Inc.
(together, Constellation); and Liberty Utilities (Granite State Electric) Corp. d/b/a Liberty
(Liberty) and directed that the record remain open for written comments through April 2.

The Order of Notice, written comments, and other filings and documents related to this
matter, other than any information for which confidential treatment has been requested of or
granted by the Commission, are posted on the Commission’s website at

https://www.puc.nh.gov/Requlatory/Docketbk/2021/21-037.html.
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. STAKEHOLDER COMMENTS

A. Bridgewater

Bridgewater submitted written comments on March 29, 2021, (BPC Comments),
commented at the hearing on March 29, and submitted supplemental written comments on
April 2 (BPC Supplemental Comments). Bridgewater stated that it did not object to reduction of
the Class 111 REC purchase requirement for CY 2020. BPC Comments at 1. Bridgewater
maintained, however, that any reduction to the 2020 Class 111 RPS compliance requirement
should not be used as future precedent, and recommended that any future reduction to the
Class 11l compliance requirement be conditioned on Load Serving Entities (LSES) showing that
they “made every effort to procure RECs during and throughout the entire compliance year.” 1d.
at 1-2. Bridgewater acknowledged a current unavailability of Class 1l RECs, and attributed that
unavailability, in part, to temporary closures of biomass facilities. Id. at 2. According to
Bridgewater, the temporary closures of biomass facilities is attributable to two factors: (1) the
low cost of natural gas, which makes Class IlI-certified biomass generating facilities more reliant
on REC income; and (2) practices of LSEs as REC market participants that drive down the price
of Class Il RECs in early quarters of the compliance year. Bridgewater asserted that those
market practices result in temporary plant shut downs, which in turn are used by LSEs to seek
regulatory reductions in Class Il RPS compliance requirements. Id. at 2-4.

According to Bridgewater, the unavailability of sufficient Class Il RECs is not primarily
attributable to a lack of capacity, but rather to the conduct of LSEs as market participants. Id.
at 4. Bridgewater argued that the lowering of purchase requirements for Class 11 RECs for
compliance years after 2020 would erode the market leverage of Class 111 REC-eligible

generating facilities that wish to continue to operate. Id. Bridgewater also argued that the
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circumstances encountered for CY 2020 are different and distinct from other occasions where the
Commission considered adjusting Class III REC purchase requirements because “a reduction in
this compliance year will have an adverse effect on biomass facilities like BPC in future
compliance years if the [Commission] does not address a primary reason for the lack of supply.”
Id. at 5.

In its supplemental comments, Bridgewater reiterated its belief “that the Commission
should investigate whether the market structure should be altered and/or further regulated to
ensure equity to all participants and to ensure that the purpose[s] of RSA chapter 362-F are
served.” BPC Supplemental Comments at 3. Bridgewater stated that it approached two of the
LSEs that commented at the March 29 hearing because it had an available supply of Class Il
RECs that it was ready, willing, and able to sell below the ACP rate, but was not offered any
price for its RECs by those LSEs. Id. at 4.

B. Eversource

Eversource commented at the hearing, stating that to date it had purchased approximately
85,000 Class Il RECs for CY 2020, leaving approximately 202,000 Class 111 RECs remaining to
fulfill the statutory 8 percent Class Il requirement. According to Eversource, there was no
response to its recent solicitations for Class 111 RECs, and it anticipated that, given current REC
market conditions, the remainder of Eversource’s Class Il requirement would likely be met
through an ACP.

Eversource responded to Bridgewater’s recommendation that further conditions be placed
on Class 1l RPS requirement adjustments, stating that there does not appear to be sufficient
Class 111 REC supply to meet the New Hampshire Class 111 RPS compliance requirement.

Eversource requested that any potential adjustment to the CY 2020 Class Il RPS requirement be
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made in a timely manner and not entirely devalue the Class 111 RECs it had already purchased.
Eversource further characterized the reduction in Class 111 REC availability as likely to continue,
and it encouraged the Commission to take action now for future compliance years.

C. NHEC

The NHEC submitted written comments on March 29, 2021 (NHEC Comments), and
commented at the March 29 hearing. NHEC stated that there is a scarcity of Class 111 RECs in
the New Hampshire market, and characterized that shortage as a significant change compared to
the 2019 compliance year. NHEC Comments at 1. NHEC represented it had anecdotal
information that biomass and landfill gas generating facilities are selling Class 11l RECs for
settlement in Connecticut, and have been doing so since at least the summer of 2020. 1d. at 2.
According to NHEC, absent a reduction in the Class 111 RPS requirement, it would meet its 2020
obligation with 3,532 banked Class Il RECs and an ACP payment of approximately $1.7
million. Id. NHEC concluded that market conditions have created a level of Class 111 REC
scarcity not seen since the 2014-2016 period, and it encouraged the Commission to “reduce the
2020 Class Il RPS requirements to the lowest level that is consistent with the RSA 362-F:4(V1)
criteria.” 1d.

At the hearing, NHEC responded to Bridgewater’s recommendation that future
conditions be placed on Class 111 RPS requirement adjustments. NHEC maintained that, because
there are a number of variables that are unknown early in any compliance year, such as its
overall obligation based on retail sales, the REC output from facilities with which it has long-
term contracts, and when and where REC producers will ultimately sell their supply,

Bridgewater’s proposal represents an impractical solution. NHEC also questioned the
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Commission’s statutory authority to implement any such conditions intended to affect REC
purchase timing and other LSE market practices.

D. Constellation

Constellation commented at the hearing, stating that a reduction to the CY 2020 Class Il
RPS requirement is appropriate, in view of the supply and demand in the REC marketplace, and
strongly encouraged the Commission to reduce the Class 11 RPS requirement for CY 2020.
According to Constellation, it appears that most New Hampshire Class I1l RECs also qualify in
other jurisdictions, in particular as Class | RECs in Connecticut and Massachusetts, both of
which have significantly higher ACP rates than New Hampshire. Constellation asserted that,
under current market conditions, RECs that qualify in other jurisdictions in addition to New
Hampshire are trading between the Class 11 ACP rate of $34.54 and $50 per REC. According to
Constellation, this results in a situation where most suppliers have no interest in settling Class I11
RECs to meet New Hampshire RPS obligations due to their greater value for meeting other
states’ RPS compliance obligations. Constellation asserted that those market conditions would
result in a significant amount of money paid in the form of ACPs if the statutory 8 percent
obligation is not decreased.

Constellation also responded to Bridgewater’s recommendation that additional conditions
be placed on Class Il RPS requirement modifications, stating that such conditions would be
unnecessary and create a one-sided regulatory burden. According to Constellation, the proper
remedy for anti-competitive behavior or price manipulation is to bring relevant evidence before

the Commission and allow it to consider taking appropriate action against the offending party.
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E. Liberty

Liberty commented at the hearing, stating that it had successfully solicited and purchased
a sufficient quantity of RECs to meet its entire Class |11 RPS obligation for CY 2020 at the
statutory 8 percent requirement. Liberty expressed concern that the Class 111 RECs it had
purchased for 2020 compliance could become a stranded cost if the Class 11l requirement were
significantly reduced for CY 2020 and any future compliance years.

I1l.  COMMISSION ANALYSIS

Pursuant to RSA 362-F:4, VI, the Commission may modify the Class 11l requirement
“such that the requirements are equal to an amount between 85 percent and 95 percent of the
reasonably expected potential annual output of available eligible sources after taking into
account demand from similar programs in other states.”

The Commission has historically found good cause to reduce the Class 111 compliance
obligation for a particular year based on a showing that Class Il RECs are reasonably expected
to be unavailable for New Hampshire RPS compliance because those RECs will be used for
compliance in other states with higher ACP rates. See, e.g., Electric Renewable Portfolio
Standard, Order No. 25,484 at 16 (April 14, 2013) (“no party disputed that New Hampshire
Class 111 RECs are very scarce in the REC markets, primarily due to the higher REC prices (and
higher ACP levels) in Connecticut and Massachusetts”); Electric Renewable Portfolio Standard,
Order No. 25,674 at 8 (June 3, 2014) (“Both the electric utilities and Wood IPPs provided
testimony that New Hampshire Class 111 eligible facilities can sell the RECs they produce at a
higher price in Connecticut than New Hampshire and that this situation would likely continue for

some time.”).
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Based on the comments received and other Commission reports and analysis, we find
there is unlikely to be a significant number of Class Il RECs available for purchase to meet the
New Hampshire CY 2020 obligations because those RECs are likely to be used for compliance
in other states with higher ACP rates and demand for such RECs. That anticipated unavailability
is due in large part to the statutory reduction in the New Hampshire Class I11 ACP rate, from $55
for compliance years 2017-2019 to $34.54 for CY 2020, which has caused providers to purchase
the available Class 111 RECs for settlement in other states within the regional marketplace. See
RSA 362-F:10, Il. As such, we will exercise our authority under RSA 362-F:4, VI to reduce the
Class Il RPS requirement for CY 2020.

In determining how to modify the CY 2020 Class Il requirement, we refer to the amount
of Class Il RECs that were purchased and settled in New Hampshire for the 2019 compliance
year. Because that quantity is a subset of the total Class Ill-eligible RECs available for the 2019
compliance year, it represents a conservative estimate of the quantity of Class 111 RECs available
for purchase for CY 2020, in the absence of regional marketplace dynamics driving the available
REC supply to Connecticut and Massachusetts. For the 2019 compliance year, 756,345 Class |11
RECs were purchased and settled in New Hampshire.! For purposes of our analysis, we will
assume that a similar quantity of Class Ill-eligible RECs, 756,000 RECs, were produced during
2020. Based on Eversource’s and Liberty’s representations regarding the number of Class 111
RECs already purchased for CY 2020, we estimate that 120,000 out of 756,000 produced Class

I11 RECs were available, actually purchased, and will be settled for CY 2020. Giving due

! See 2019 New Hampshire Renewable Energy Fund Annual Report at 16 (accessible at:
https://www.puc.nh.gov/Sustainable%20Energy/Renewable%20Energy%20Fund/20201001-PUC-SE-2020-REF-
Report-to-Legislature.pdf). Those 2019 vintage RECs were either used for 2019 RPS compliance or were banked
by electricity providers for use during the next two compliance years, subject to the applicable annual limit equal to
30 percent of the provider’s Class III obligation. See RSA 362-F:7, I.



https://www.puc.nh.gov/Sustainable%20Energy/Renewable%20Energy%20Fund/20201001-PUC-SE-2020-REF-Report-to-Legislature.pdf
https://www.puc.nh.gov/Sustainable%20Energy/Renewable%20Energy%20Fund/20201001-PUC-SE-2020-REF-Report-to-Legislature.pdf
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consideration to current regional market dynamics, and BPC’s Supplemental Comments
indicating it was prepared to sell some quantity of Class Il RECs for a price less than the ACP
rate, we will assume that 5 percent of the remaining 636,000 Class Il RECs produced, or 31,800
RECs, are also available for purchase.

Although we heard limited comments regarding electricity providers’ intentions to use
banked RECs for CY 2020 Class 111 compliance (NHEC stated it would use 3,532 banked RECs
for that purpose), it is reasonable to conclude that some quantity of banked Class 111 RECs
produced during 2018 and 2019 will be available for CY 2020 compliance based on the
relatively low levels of ACPs for the last two compliance years.? As a proxy for banked Class 111
RECs from compliance years 2018 and 2019, we will assume that approximately 10 percent of
the 756,345 Class Il RECs purchased and settled for 2019 compliance were banked, resulting in
approximately 75,600 RECs potentially available for CY 2020 Class 111 compliance.

Based on these assumptions and analyses, we conclude that approximately 227,400 Class
I11 RECs are reasonably anticipated to be available for CY 2020. That represents approximately
2.2 percent of the estimated total retail electricity sales for CY 2020 of 10,386,717 MWh.3
Adjusting the number of Class 111 RECs available for New Hampshire CY 2020 compliance,
after taking into account regional market conditions within the statutory range of 85 to 95
percent of potential annual output of available eligible sources, we may adjust the CY 2020

Class Il RPS requirement to between 1.9 percent (85 percent) and 2.1 percent (95 percent) of

2 See 2019 New Hampshire Renewable Energy Fund Annual Report at 13 (accessible at:
https://www.puc.nh.gov/Sustainable%20Energy/Renewable%20Energy%20Fund/20201001-PUC-SE-2020-REF-
Report-to-L egislature.pdf) (detailing $695,860 in Class 111 ACP revenue for compliance year 2019, compared to $0
in compliance year 2018).

3 See Renewable Portfolio Standards Compliance, Net Metering Credit for Class | and Class |1
Pursuant to RSA 362-F:6, Il-a, https://www.puc.nh.gov/Sustainable Energy/rps-compliance.html (last visited April
12, 2021).
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total retail sales. Based on that range, we will set the CY 2020 Class 111 RPS requirement to 2
percent of the total retail sales of electricity by each provider to its end-use customers.

We acknowledge Bridgewater’s comments pertaining to the precedential value of
adjustments of the Class I1l compliance requirement and its recommendation that conditions
should be placed on providers prior to making any future adjustments to that requirement. The
Commission does not have clear authority to act as Bridgewater requests to prescribe the REC
market purchasing practices of electric utilities or competitive electric power suppliers, in light
of the provisions of RSA 362-F:6 and :7. Those statutory provisions contemplate the sale,
exchange, and use of RECs within the ISO-New England and New England Power Pool’s
regional generation information system. In addition, RSA 362-F:4, VI focuses on regional
market dynamics. In any event, we are not persuaded that taking the actions requested by
Bridgewater are warranted at this time. Such market practice prescriptions could have a
significant but unknown impact on the state and regional REC market.

With respect to the timing of any decision to modify the Class Il compliance
requirement for a specific compliance year, we note that the Commission on occasion has
modified the Class 11 purchase requirements near the beginning of, rather than after the end of, a
particular compliance year. See Electric Renewable Portfolio Standard, Order No. 25,484 at 18
(April 14, 2013) (setting Class 111 RPS requirements for both 2012 and 2013). At this time, we
do not find it appropriate to modify Class 11l requirements for any future compliance years or to
adopt any conditions for future implementation of our authority under RSA 362-F:4, VI. We
decline to take such actions for the same reasons as were identified by the Commission when it

declined to modify the 2019 Class Il RPS requirement:



DE 21-037 -11-

Given the uncertainty inherent in the regional REC market, as well as the
understanding that even the slightest modification provides uncertainty to market
participants and can have significant impacts and unintended consequences
throughout the region, we are hesitant to interfere with the market absent
compelling need. For those reasons, while the legislature has given the
Commission discretion to modify the Class 111 requirement, we must be judicious
in exercising that discretion.
Electric Renewable Portfolio Standard, Order No. 26,335 at 13-14 (March 6, 2020).
Based upon the foregoing, it is hereby
ORDERED, that, pursuant to RSA 362-F:4, VI, the New Hampshire Renewable
Portfolio Standard Class Il requirement for the 2020 compliance year is set at two percent of
retail electric sales.

By order of the Public Utilities Commission of New Hampshire this twentieth day of

April, 2021.
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