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Overview

Renewables portfolio standards (RPS) have proliferated at the state level in the United States since the late 1990s.  In combination with Federal tax incentives, state RPS requirements have emerged as one of the most important drivers of renewable energy capacity additions, and will undoubtedly continue to play a decisive role in the future.  Not surprisingly, however, state-level RPS design is diverse and experience is mixed.  Thus, as the popularity of RPS policies has grown, so too has the need to keep up with their design, early experience, and projected impacts. 
This presentation will provide a broad overview of RPS policies in the U.S., focusing on recent trends.  The presentation will begin with an overview of state RPS policies: where they have been developed, when, and with what design features.  Though most RPS programs are still in their infancy, the presentation will then summarize the early impacts of these policies in terms of the associated renewable energy development, and will provide a forecast of possible future impacts.  It will then discuss state RPS compliance levels to-date, enforcement actions, and cost impacts, as well as key developments in REC markets.  The presentation will conclude with a brief discussion of the key issues that may ultimately determine the success and efficacy of state RPS policies going forward.

Methods

First, we will present information on the scope and design of state RPS programs, based on a review of enabling legislation and implementing regulations in each RPS state.  Second, we will summarize the early results of these programs on renewable resource development and retail electricity rates, and will discuss early-year compliance levels based data compiled from utility compliance filings in each state.  Third, we will provide our forcasts of future impacts of state-level RPS policies on renewable resource development, and summarize some of the key challenges to complete compliance.
Results

Key findings on the status of RPS policies in the U.S. are as follows:
•
Mandatory RPS policies have been created in 28 states and Washington D.C.; four additional states have non-binding goals 

•
In 2007, four states established new RPS policies, 11 states significantly revised pre-existing RPS programs (mostly to strengthen them), and three states created non-binding renewable energy goals 

•
Forty-six percent of nationwide retail electricity sales will be covered by the mandatory state RPS policies established through the end of 2007, once these programs are fully implemented

•
RPS policy designs vary widely among states, and a “common” design has not yet emerged 

•
Resource eligibility in state RPS programs has expanded beyond traditional renewables, with three states now allowing demand-side energy efficiency to meet at least a portion of their RPS requirement; additional states have stand-alone mandatory energy efficiency portfolio standards

•
Eleven states now have four or more years of operational experience with an RPS, though many other state programs are just getting underway

•
Though not an ideal metric, over 50% of the non-hydro renewable capacity additions in the U.S. from 1998 through 2007 occurred in states with RPS programs (~8,900 MW); 93% of these additions came from wind power, 4% from biomass, 2% from solar, and 1% from geothermal

•
Assuming that full compliance is achieved, current mandatory state RPS policies will require the addition of roughly 61 gigawatts (GW) of new renewables capacity by 2025, equivalent to 4.7% of projected 2025 electricity generation in the U.S., and 15% of projected electricity demand growth 

•
Solar-specific RPS designs are becoming more common, with 14 states and Washington D.C. adopting solar or distributed generation (DG) set-asides so far; through 2007, these policies have supported 102 MW of photovoltaics and 65 MW of solar-thermal electric capacity, and a total of roughly 6,700 MW of solar capacity would be needed by 2025 to fully meet existing set-aside requirements

•
The early-year renewable energy targets in the majority of state RPS policies have been fully or almost-fully achieved through the application of renewable electricity or renewable energy certificates (REC) towards RPS targets; the overall average level of RPS “compliance” in 2006 was 94%, and nine states achieved renewable energy deliveries, as a proportion of RPS targets, of above 95%   

•
Several states have struggled to meet early-year RPS targets, however, and alternative compliance payments of more than $18 million were paid in 2006; financial penalties have been applied in two states

•
Renewable energy certificate tracking systems continue to expand and, as of the end of 2007, all but four RPS states allowed unbundled RECs to count towards RPS compliance 

•
Renewable energy certificate markets remain fragmented, and prices have varied dramatically across states, and over time, reflecting variations in RPS design

•
The electricity rate increases associated with existing state RPS policies, for those states in which such impacts are readily calculable, generally equal 1% or less so far; in several states, the renewable electricity required by these policies appears to be priced competitively with fossil generation

•
States are increasingly recognizing lack of transmission investment as a key barrier to achieving RPS targets, and at least five states – Texas, Colorado, California, Minnesota, and New Mexico – took important steps in 2007 to mitigate this barrier

Conclusions

State-level RPS policies have become common in the United States and elsewhere, and a Federal RPS in the U.S. now appears likely.  As additional states develop RPS programs, as existing state RPS programs are redesigned, and as the US Congress considers a Federal standard, it is important to better understand the scope, design, and early results from pre-existing state-level programs.  
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