Incentive RECs and Inter-registry Transfers

This document outlines a proposed method whereby MIRECS will issue Incentive RECs based on imports and how MIRECS will retire a proportional amount of RECs for exports in order to enable exports to other compatible registries. 
1. General Principles:
1) Projects that are registered in other tracking systems are eligible for Incentive RECs (IRECs) if they are certified as Import projects in MIRECS and qualify according to Michigan PA 295.
2) IRECs will only be issued in correspondence to the RECs imported into MIRECS

3) The same affidavits will be required of Import Projects that denote eligibilities for IRECs as for regular MIRECS projects

4) Other registries require that an exported REC is the only credit associated with one MWh of power. Accordingly, a retirement of MIRECS Credits will have to occur in response to each export of RECs for which IRECs were issued
5) RECs and IRECs issued for the same generation vintage, facility and fuel type will sometimes be owned by different parties
6) The account in which IRECs are issued does not equate legal ownership of the IRECs. The ownership of IRECs is determined by contracts exogenous to the registry.

2. Issuing IRECs based on REC Imports:

Based on previous decisions by the Michigan Commission as well as the rules of other tracking systems (including MRETS) IRECs will only be issued for generation for which the RECs (& ACECs) have been imported into MIRECS. The main question is if the IRECs should be issued into the account of the importer of the RECs (REC owner) or the Project owner. 
One option is the Project owner account (Option 1 in the table below) since the Project Owner will be required to complete the affidavits and continually report the on-peak, if applicable, generation for the facility. The problem with this approach is that it will disclose to the Project owner how many of their RECs are imported into MIRECS, something that might be viewed as critical and confidential information by the REC owner. If the Project owner does not own the RECs or IRECs they would presumably be contractually obligated to transfer the IRECs to the REC owner in MIRECS post-issuance.
A second option is for the RECs to be issued to the REC owner. The Project owner would still have to fill out the affidavits and report on-peak generation but the IRECs would be issued in the account of the REC owner. If the REC owner does not own the IRECs they would presumably be contractually obligated to transfer the IRECs to the IREC owner in MIRECS post-issuance.
Table 1: Options for IREC issuance

	
	Option 1
	Option 2

	Who registers project (and completes affidavits)?
	Project owner
	Project owner

	In which account are imported RECs issued?
	REC owner
	REC owner

	In which account are IRECs issued?
	Project owner
	REC owner

	When will IRECs be issued?
	When RECs are imported
	When RECs are imported

	How will on-peak generation be reported?
	Project owner will enter on-peak generation for the whole month

	Project owner will enter on-peak generation for the whole month



Note: Project owner and REC owner will often, but not always, be the same party.

Additional questions:
Any restriction on how far back Incentive RECs can be issued?

3. Exporting RECs Associated with Incentive RECs
Based on previous decisions by the Michigan Commission as well as the rules of other tracking systems (including MRETS) RECs and ACECs can only be exported if an adjustment is made to cancel out any IRECs issued for the same generation (or a proportional amount of RECs and/or IRECs). 

Developing a process for how to handle the exports has to consider the fact that IRECs and RECs may be owned by different parties in MIRECS as well as the fact that the ratio of IRECs issued for a given project is not constant from month to month. The approach also recognizes that in the eyes of the Michigan Commission an IREC is equal to a REC for compliance purposes (i.e. they can be substituted for each other with no limits). The general approach is that if a purchaser of RECs exports them they are reduced based on the IREC-to-REC ratio. This will work in the following way:
1) A new public report will be added which will list the ratio of IRECs issued for each REC issued from the facility by month.
 For example, If 1 REC is issued and 3 IRECs the ratio is 3. If 10 RECs and 5 IRECs, the ratio is 0.5 and so forth. This report will enable the owner of the RECs (who may be different than the Project owner) to see how many RECs will have to be retired in order to make an export.
2) When an export is initiated the amount of RECs to be exported will be reduced proportionate to the ratio of IRECs issued from the facility in the given month. For example, an account holder selects to export 50 RECs from a project and generation month with a ratio of 1. In this case 25 RECs will be ‘force-retired’ while 25 RECs will be processed for export and eventual import in another tracking system. The table below shows the process for a variety of different ratios:

	Scenario
	MWh of Generation
	MIRECS RECs
issued
	MIRECS IRECs

issued
	RECs-to-IRECs ratio
	RECs selected for export from MIRECS
	RECs force-retired in MIRECS
	Import RECs issued in MRETS

	1
	500
	500
	125
	0.25
	500
	100
	400

	2
	1000
	1000
	250
	0.25
	1000
	200
	800

	3
	500
	500
	250
	0.50
	500
	166
	333

	4
	1000
	1000
	500
	0.50
	1000
	333
	666

	5
	500
	500
	500
	1
	500
	250
	250

	6
	1000
	1000
	1000
	1
	1000
	500
	500

	7
	500
	500
	1000
	2
	500
	333
	167

	8
	1000
	1000
	2000
	2
	1000
	667
	333


The end result of this is that for scenario 1 above, a total of 525 credits are in circulation: 400 RECs in the import registry (i.e. MRETS) and 125 IRECs in MIRECS. The 400 RECs in MRETS represent 400 MWh’s of generation. The 125 IRECs in MIRECS represent 100 MWh of generation and IREC for the 100 MWh’s of generation (i.e. 25). This is the desired result as the credits are based on 500 MWh of generation. 
� The on-peak share should be based on the total generation for the given month regardless if all RECs or only some of the RECs from the given month are imported. 


� The on-peak share should be based on the total generation for the given month regardless if all RECs or only some of the RECs from the given month are imported. 


� The report will look similar to the MIRECS Projects report but with a column listing the ratios. At the top users can select which generation month to look at from a drop-down.
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