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State of Vermont
Public Utility Commission

MEMORANDUM

To:  Participants in Case No. 23-2221-INV
From: Vermont Public Utility Commissiofi/

Holly R. Anderson, Clerk of the Commission
Re:  Responses to VEIC’s questions on the DDA RFI
Date: November 1, 2024

On September 4, 2024, the Commission released a Request for Information (“RFI”) that aimed to
hone the function of potential CHS default delivery agents (“DDAs”). Questions about the RFI
were due on October 11, and the Commission received one set of questions, which were
submitted by the Vermont Energy Investment Corporation. This memo provides replies to the
submitted questions and is posted for the benefit of all case participants and potential RFI
respondents. Final RFI responses are due to the Commission by December 6, 2024.

Questions and Responses:

Question 1:

“In the context of soliciting responses to the RFI, does the Commission anticipate reopening any
substantive topics that were the subject of previous decisions by the Commission in its April
Order?”

Answer to Question 1:

No, the Commission does not anticipate reopening any substantive topics on which we have
already made decisions. If there are elements of those decisions that, in the eyes of a potential
bidder, would be prohibitive to DDA operation, we want to hear that feedback to inform the
submission the Commission makes to the Legislature on January 15, 2025.

Question 2:

“Does the Commission’s RFI presume consistency with the Commission’s principal order in this
proceeding, such that a DDA would need to operate on a statewide basis, perform as an
administrator of programs, not presume to be an implementer, and work under a form of
performance-based regulation?”
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Answer to Question 2:

Yes, the RFI presumes consistency with previous orders issued on this topic. If potential bidders
identify changes to those decisions that would allow for more effective, creative, or efficient
program delivery, the Commission is interested in hearing about those changes and their
advantages.

Question 3:
“Does the current RFI process take the place of a more traditional process of soliciting
comments, and issuing orders documenting Commission decisions?”

Answer to Question 3:

Yes, the RFI and RFP process takes the place of the “traditional” approach. However, the
RFI/RFP process does not foreclose the Commission’s ability to issue requests for comment on
specific topics.

Question 4:

“Should parties not intending to respond to the RFP submit comments in response to the
Commission’s questions if they are impactful to programs and interests? If so, will there be
opportunity for public reply comments to the RFI responses posted to ePUC?”

Answer to Question 4.:

Yes, parties not intending to respond to the RFP are invited to submit responses to the RFI. If
there are numerous responses to the RFI, the Commission will consider opening a reply
comment period commensurate with the length and nature of responses received.

Question 5:
“In what timeframe will potential applicants to the RFP have certainty through Commission
Order for the evaluation criteria, eligibility, and compensation structure of a DDA?”

Answer to Question 5:

The Commission intends to include information about the evaluation criteria, eligibility, and
compensation structure in the RFP. If time allows, the Commission may release a draft RFP for
public input. We encourage respondents to this RFI to include a discussion of these criteria in
their responses to inform the Commission’s thinking and eventual RFP.

Question 6.
“Please identify any additional topics pertaining to the DDA role the Commission is expecting to
release as Orders between the RFI responses and issuance of an RFP sometime in 2025.”

Answer to Question 6:

The Commission plans to release an interim retirement schedule with first-year obligations and
details about early action credits, which would inform the magnitude of work for a potential
DDA. The Commission will also be sending the proposed Clean Heat Standard rule and
accompanying reports to the Legislature in between the RFI and RFP. We hope responses to this



RFI will flow into the RFP the Commission writes, and the Commission will be cognizant of
issues raised in RFI responses that may require additional attention before the release of the RFP.

Question 7:

“Given these timelines, what year does the Commission intend to be the first year of the DDA
three-year plan? Is there additional information on the time frame of this 3-year plan the
Commission can communicate today?”

Answer to Question 7:

The current statutory requirements mandate the approval of a triennial budget and plan by
September 1, 2025. The Legislature, if it adopts a Clean Heat Standard, will have to designate
when different aspects of the program — including the DDA — would commence.

Absent any other direction from the Legislature, we anticipate that the three-year period for the
initial plan and budget to be 2026-2028. If respondents think there is a better period for the first
plan, the Commission would be interested in those ideas. We anticipate addressing this question
directly in the RFP.

Question §8:

“Does the Commission anticipate that Obligated Parties will have an opportunity to opt out of
DDA services before plans are approved in September 2025? If not, by what date will Obligated
Parties have to agree to fund the DDA in exchange for credits?”

Answer to Question 8:

The Commission must approve the first DDA three-year plan and budget by September 1, 2025.
We do not anticipate knowing the DDA per-credit cost before that date. Obligated parties must
have 90 days’ notice of that cost before filing their election forms. The specific timing of
individual credit cost publication, obligated party election, and DDA budget finalization is
dependent on when and how the Legislature acts on the potential Clean Heat Standard. We are
aware of the uncertainty this causes for all parties involved.

We encourage respondents to propose ways for the Legislature to design the start-up of the CHS
program, including an explanation of how any such suggestions would benefit the launch of this
potential program.

Question 9:
“If the Clean Heat Standard is approved by the Legislature, what timeline does the PUC envision
for the establishment of elements essential for the DDA to function, including but not limited to:

a. Clean heat credit tracking and documentation system”
Answer to Question 9a:
If a Clean Heat Standard, as it is currently understood, is adopted by the Legislature, the
Commission would then develop or procure a Clean Heat Credit Trading System. We do not
currently have an estimate of how long this process would take.



b. “10-year annual clean heat credit requirements”

Answer to Question 9b:

The Commission is required to submit 10-year clean heat credit retirement requirements as part
of our January 15, 2025, report to the Legislature. Top-line emission reduction trajectories and
credit requirements will be included in those materials.

Question 10:
“Does the PUC envision the DDA as a customer-facing brand that promotes its own programs
incremental to and separate from existing programs (e.g. Tier III, EEU, WAP, etc.)?”

Answer to Question 10:

The Commission is interested in respondents’ opinions on how a DDA could most effectively
spur and support the implementation of incremental measures; we are especially curious whether
a customer-focused or a measure-provider-focused approach (or some combination) would be
most advantageous. We expect a DDA to operate separately from existing programs, but we
envision close collaboration with other entities active in the thermal and energy efficiency
sectors.

Question 11:
“Does the PUC categorize existing programs implemented by EEUs, Distribution Utilities, or
Weatherization Agencies as “outside funding” for the DDA to be coordinated with?”

Answer to Question 11:

Yes, existing thermal programs in the state would be considered “outside funding” from the
perspective of a DDA. The Commission is interested in how a DDA might also leverage other
sources of outside funding, such as federal money that is available through grant programs, tax
credits, or other means.

Question 12:
“What entity shall be responsible for collecting payment from Obligated Parties for DDA
services, and through which agency will collections be enforced?”’

Answer to Question 12:

The Commission currently assumes a DDA would be responsible for collecting payments from
obligated parties, although we are interested in others’ perspectives on the matter. The
Commission would serve as the enforcing authority for these payments, supported by the
Department of Public Service and the Office of the Attorney General.

Question 13:

“What assurance will a selected DDA have that Obligated Parties cannot rescind payment for the
DDA service if lower-cost credits become available after they have already signaled their
intended use of the DDA?”



Answer to Question 13:

In 30 V.S.A. §8122(c), obligated parties are required to receive prior approval from the
Commission to obtain their required credits through means other than a DDA. Sections
8.106(b)-(d) of the Draft Proposed Rule operationalize this requirement by mandating obligated
parties to file compliance plans with the Commission. If an obligated party does not receive
approval from the Commission to obtain its credits in another way, it must use the DDA for that
compliance year.

The Commission will issue guidance on payment provisions in a future order or other regulatory
document, such as a DDA order of appointment or contract. In addition, 30 V.S.A. § 8124(f)(1)
grants the Commission “authority to enforce the requirements of this chapter and any rules or
orders adopted to implement the provisions of this chapter. The Commission may use its
existing authority under this title. As part of an enforcement order, the Commission may order
penalties and injunctive relief.”

Question 14:

“For installed clean heat measures, is the primary function of the DDA’s budget to buy down the
upfront cost of a clean heat measure for a customer? If so, how does the DDA’s budget rely on
the lifetime allocation and value of a clean heat credit in the open clean heat credit market?”

Answer to Question 14:

Buying down the upfront costs of installed measures would be an important element of a DDA’s
function. The Clean Heat Standard employs a DDA to ensure carbon savings are realized using
the funds raised through the purchase of clean heat credits by obligated parties, so we are
requesting information on how that could practically be achieved. An important function of the
DDA will be to support liquidity in the credit market by serving as a major coordinator and
purchaser of credits generated by measure implementers. The Commission assumes that a DDA
would sell single-year credits to obligated parties so obligated parties can meet their current
year’s obligation. Credits generated for future years by installed measures would be assets that a
DDA carries into future years (assuming the DDA has not otherwise disposed of those restricted
active credits). A DDA may also find it useful to purchase single-year credits from various
sources in order to fulfill the agreements it made with obligated parties for any given compliance
year. We are interested in how a DDA’s budget would handle the up-front costs and anticipated
future cash flow, as well as how a DDA might procure credits from sources other than installed
measures directly facilitated by that DDA.

Question 15:
“Is the Commission seeking specific proposals for cash-flow models (i.e., cash-reimbursement,
cash-plus basis, or amortized expenses) that can be operationalized for the DDA?”

Answer to Question 15:
Yes. Please explain which cash-flow model(s) would best align with the expected operations of a
DDA.
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