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MEMORANDUM
TO: Council Power Committee
FROM: Michael Schilmoeller

Power Planning Analyst

SUBJECT: Representing Carbon Penalty, PTC, and RECs in the Regional Portfolio Model

The Regional Portfolio Model evaluates resource plans against a host of distinct scenarios for
carbon penalty, production tax credit (PTC), and renewable energy credit (REC) value. This
presentation will not call for any Power Committee decision. Staff, however, will seek the
guidance of Committee Members regarding the representations of these sources of uncertainties.

A carbon penalty may be initiated at some undetermined time in the future. It may occur before
the beginning of the study or not occur at all. Once initiated, the penalty remains in force and
can have any level up to $100/short ton of CO2.

The production tax credit is subject to cancellation at any time, but the most likely horizon is
about five years after the beginning of the study. The PTC is used primarily for valuing wind
generation. The credit is also subject to reduction or elimination in the event that a carbon
penalty is initiated.

Renewable energy credits, formerly “Green Tags,” have value to the developer of renewables if
they can be sold. Utilities that must meet Renewable Portfolio Standard (RPS) requirements,
however, must retain their RECs. Consequently, we assume that this credit is only available to
new renewables that would cause a utility to exceed its RPS acquisition requirements. The value
of REC:s is subject to market variation, like any other commodity, so their value has
corresponding variation among scenarios.
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