Rhode Island Greenhouse Gas Process

Phase II Meeting 1:  Buildings and Facilities Working Group

November 15, 2002

Facilitator: Dr. Jonathan Raab, Raab Associates, Ltd.

Consultant: Dr. David Nichols, Tellus Institute

Meeting #1: Summary

21 people attended the meeting, which began at 10:00 a.m. and concluded at 1:30 p.m.

I. Documents Distributed

Prior to Meeting:

· Agenda

At the Meeting:

· Memo from David Nichols

II. Welcome and Overview of Agenda and Groundrules

Facilitator Dr. Jonathan Raab opened the Buildings and Facilities meeting by noting that the Stakeholders had identified the development of three programs that will reduce Greenhouse Gas Emissions associated with Rhode Island’s fleet of buildings and facilities as priority items from among the 52 consensus options it generated in the Phase I report. The task before the Working Group is to develop a set of recommendations for the Stakeholder group on how to proceed with each option.  Noting that several members were new to the Group, he briefly reviewed the Working Group groundrules. 

Before delving into the program outlines developed by the technical consultants, Dr. Raab explained that while the group has been fairly successful at fundraising, it has fewer funds than it needs. Thus, while the Group continues to fundraise, it must also consider ways to leverage consultants’ time and utilize the expertise in the Group. 

III. Review of the Commercial and Industrial Programs Memo

A. The Fossil Fuel Retrofit Program

Discussion of Basic Issues

Starting off, Dr. Nichols focused the group’s attention on the basic issues outlined in the memo, which include funding, administration, and finding program partners to support the activities. 

The Group felt that these objectives could be advanced by coordinating and leveraging its programs with others already in existence. These include Federal efforts, such as the Silver Rating for new buildings, and the LEEPS sustainability initiative. The group noted that there may also be other programs of which it should be aware. 

The Group suggested exploring ways to coordinate with and leverage demand-side management programs offered by electric utilities as well as tap into regional initiatives such as NEEP. The group noted that similar programs are offered by gas utilities and that New England Gas Company provides funds for cogeneration facilities, fuel cells, and new heating installations. New England Gas is also considering a program tailored to existing residential heating. 

Discussion of Performance Contracting

Dr. Nichols reviewed how performance contracting works and indicated that while it exists on a market basis (in other words, as a stand-alone profitable business proposition), it has been used only on a limited basis in commercial and industrial facilities to deal with fossil fuel-related retrofits. Federal grants may be one means of generating more performance contracting activity, but they are likely to be one-shot deals and not useful on a longer-term basis. One member suggested that performance contracting be added as a component to the Brownfields program. 

Some members expressed that the programs should be rich in very customer-specific information. They should incorporate both new and existing customers and focus on those within the particular building or facility who make the equipment choices. The programs should provide “one-stop shopping” for all relevant programs offered by the gas, electric, and oil utilities and should leverage the existing pool of such programs in a way that allows them to be tailored to the customer’s particular needs. The programs should also link to pollution-prevention information and other related benefits and incentives such as the Environmental Incentive Act. This must be done respecting the fact that many of these decision-makers are in small and medium-sized enterprises that often have few resources to dedicate specifically to this topic. 


Some members highlighted the centrality of integrating effective information transfers into the program design. Some also suggested that the utilities were perhaps best positioned to serve as sources of unbiased information to educate customers on energy-efficiency products and services. Another suggested using a third party, such as was done with Efficiency Vermont. Also, the group voiced concern that engineers, architects, and equipment suppliers are not currently well enough informed to participate with maximum effectiveness, and that they should also be targeted to receive appropriate information that would help them incorporate energy efficiency into their decisions. 

In terms of how to coordinate the program, several in the group voiced that it should be run by a collaborative effort consisting of the gas and electric utilities along with the oil and propane providers. It was also noted that the program probably needs a technical assistance program to help customers. Some in the group advanced the notion that it could be run by the State, similar to the FlexTech program in New York. There was also interest in a seamless contracting process between the customer and the utilities, which could accelerate customer adoption of the program by eliminating intermediaries and by building on already existing relationships between the two groups. 

Financing for program incentives could come from a systems benefits charge. Oil and propane providers, however, do not have ratepayers and would therefore likely have to come up with an alternative funding mechanism to cover their share of the program costs. The State could also pay for half of the study costs associated with the programs. Members also enquired if the current program of encouraging residential boiler and heater replacement with Energy Star devices would be applicable here. 

Prior to the break the RI Energy Office described a potential ESCo-based program, centering on aggregated a pool of commercial, industrial, government facilities and schools and then soliciting ESCo’s thru an Energy Office sponsored RFP. After a short break, the group roughed out an initial structure for a performance contracting program (see Figure 1 below). 

The basic model could include the following steps and features:

· Based on common screening criteria focused on potential fossil fuel and greenhouse gas savings, the utilities, oil and propane dealers, and state agencies will identify a pool of 50-100 interested buildings and facilities 

· The Energy Office would send out a Request for Proposals (RFP) to Energy Service Companies (ESCO) to serve the pool. 

· The entire process would be fuel-neutral such that efficiency for all end uses (natural gas, fuel oil, propane, and electricity) could be serviced by the program.

· Energy Service Companies would be required to conduct comprehensive audits, and would be incentivized to go after additional savings that they might not commonly pursue (e.g., measures with longer payback periods)

· Incentives would be sought from multiple sources including SBC funding for the electric and gas utilities, funds from oil and propane providers, and potentially other state and federal funds.

· The results of the program would be carefully tracked and evaluated.

· The goal would be for the identification, aggregation, and RFP process to be conducted on an on-going basis, refining each round based on prior results. 

On the purchasing side, one member advised that the program be flexible on leasing versus buying new technologies in order to accommodate differing investment orientations held by businesses (which seek a certain rate of return) or public buildings such as schools (which are less in interested in return profiles and more concerned with cost-cutting). It was also suggested that the program link up with pollution prevention information and other efficiency-related benefits and incentives, such as the Environmental Compliance Incentive. Educating professional engineers should also comprise an important part of the program. 

The group compiled a to-do list which is attached with the other to-do items at the end of this summary. 
B. Tax Credits for Energy Efficiency

The group noted that it will need to determine which sectors will receive alternative treatments (for immediate purposes, the Group will apply it both to residential and commercial installations) and which type of tax it wants to use (e.g. sales, income, others). Due to time constraints, the Group did not address tax credits as thoroughly as it did performance-based contracting, but Group members had several initial thoughts on implementing such a program. The Group agreed that a sales tax was probably the most fruitful avenue for exploration.. The Department of Environmental Management (DEM) may have the ability to waive sales tax and one of the members queried whether it could be extend to efficient boilers and equipment and other energy conserving equipment. The Group felt that any tax credits should only be extended to very efficient equipment, and that it should include both software and hardware. Members also indicated that approaching the legislature for tax-reduction schemes in the present fiscal environment might prove difficult, but the Group also noted that there is still no reason not to begin considering what would be the best tax credit/structure at this time. Building on this theme, one member pointed out that the tax incentives would encourage purchasing decisions that might not otherwise occur; thus perhaps it could be considered a quasi revenue-neutral program. Moreover, increasing activity in this arena would help generate taxes from payments to installers and related equipment suppliers. 

The group felt it would benefit from an overview of potential sales tax approaches and tasked Tellus to investigate the matter. One useful means of informing policy would be to look at previous Rhode Island income tax credits available at the State Legislature Library.

C. Energy Efficiency Targeting Initiative in Industry

The Group started with Dr. Nichols recommending a more limited scope focusing on offering software and pilot case studies rather than the full initiative. 

In this arena, the group suggested looking at pre-existing cases of larger commercial and industrial facilities in Rhode Island. It requested that Tellus contact software vendors, Naragansett, and other entities that might be able to provide the relevant information. One member suggested applying a tax exemption for software and hardware that would assist in targeting, and another enquired whether this program could be tied with the studies to be performed by the ESCO’s in the performance contracting initiative describe in Section (A). The group may also consider developing a pilot project, depending on the results of the Tellus investigation. 

IV. Next Steps 

The group noted the to-do list below and decided that it would meet for a more extended session from 9 a.m. to 1 p.m. on December 19 to make further progress on each of these initiatives. 

V. To Do:

Items related to performance contracting

· Develop screens and protocols to identify qualifying buildings and facilities – Utilities 

· Ask ESCO’s their requirements for minimum size customer, aggregation size, and how to incent pursuing additional GHG reduction measures – Tellus/Energy Office

· Run the program design by customers and ESCO’s to next meeting and potentially invite to the next meeting. (Gary, Kurt, Jason; Raab Associates call Roger).

· Figure out how to get supplemental money – all  (maybe have conference call after Thanksgiving with the Utilities, PUC, and the Energy office). Point of potential departure include: 

· Electric SBC. 

· Gas SBC or other gas funding 

· Fuel oil and propane dealers associations

· Federal matching funds.

· Consider increasing SBC to leverage non-electric.  

· Consider how to optimize the program for GHG reduction, including identification of supplemental incentives for GHG reductions. – Tellus 

· Develop a preliminary program description – Raab/Tellus/Energy office

Other Items

· Provide an overview of potential sales tax approaches – Tellus 

Contact software vendors, Naragansett, Tytex ISO person (401.762.4100) – Tellus
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Figure 1: Initial Structure for Performance Contracting Based Program for All Fuel Fuels and All Large Customers
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