Rhode Island Greenhouse Gas Process

Seventh Meeting:  Stakeholder Group

Wednesday, February 12, 2003
Facilitator: Dr. Jonathan Raab, Raab Associates, Ltd.

Consultants: Dr. Steve Bernow, Tellus Institute and 

Bob Grace, Sustainable Energy Advantage
Meeting #7: Summary

21 people attended the meeting, which began at 9:30 am and concluded at 3:25 pm.  See attached Stakeholder attendance sheet.

I.
Documents Distributed

1. Agenda  
2. RPS Recommended Design Memo from Working Group – Bob Grace, on behalf of the Working Group

3. RPS Modeling Memo from Tellus Institute  – Steve Bernow/Tellus Institute

4. RPS Scoping Paper from Sustainable Energy Advantage  – Bob Grace and Ryan Wiser

5. Vehicle Efficiency Incentive Act (Feebate) Memo – Steve Bernow/Tellus Institute, on behalf of the Working Group

6. Performance Contracting Memo  – David Nichols/Tellus Institute, on behalf of the Working Group

At the meeting:

7. RPS Design Issues Presentation  – Bob Grace

8. RPS Modeling Presentation – Steve Bernow

9. Vehicle Efficiency Incentive Act (Feebate) Presentation: Design Issues and Modeling – Steve Bernow

II. Agenda Review

Rhode Island Greenhouse Gas (RIGHG) Process facilitator Jonathan Raab convened the meeting at 9:20. He reviewed the Agenda for the meeting, highlighting that the main goal for the day was to review the Renewable Portfolio Standard (RPS), Feebate, and buildings and facilities energy efficiency enhancement programs developed by the respective Working Groups

III. Reviewing the Renewable Portfolio Standard Proposal

RI GHG Technical Consultant Bob Grace oriented the Stakeholders on the work done by the RPS Working Group (click to view his Power Point slides). For the most part, the Group asked clarifying questions regarding the myriad of complex design issues with which the Working Group wrestled. Mr. Grace also highlighted the two points of non-consensus, which include the level at which the Standard should be set (see following discussion) and Narragansett Electric Company’s dissent regarding provision 7 (contracting standards for standard offer (SO) and last resort service (LRS) providers.)
The Group discussed the issue of biomass eligibility at some length. Some of the Stakeholders requested that Mr. Grace specify in the memo that both municipal and commercial waste-to-energy programs would be ineligible for inclusion in the RPS requirement, but landfill gas was eligible. The Group noted that “sustainable” biomass is hard to define and that the proposal in the Scoping Paper is a proxy. It was observed that defining whether a biomass use is “sustainable” has several dimensions: whether it be harvested and utilized so that as much carbon is captured from the atmosphere in growing the biomass as is released when the biomass is used for energy production; whether it is grown, managed, harvested and delivered in an ecologically acceptable manner, to ensure conservation of soil, forest, river and stream quality, and to protect biodiversity and habitats. Efforts elsewhere to define sustainable biomass have also struggled with the fact that different biomass sources have very different set of issues.  In practice, there has been little consensus on a definition of sustainable biomass.  The Group identified reliance on sustainable biomass usage as a goal, and recommended allowing the administrator latitude to modify the proposed biomass definition to reflect a sustainable biomass requirement at such time in the future when sufficient consensus is reached on a definition, and sufficient verification and enforcement procedures are established for the full range of biomass fuel types.

The next major point of discussion was the RPS target. Dr. Stephen Bernow of the Tellus Institute reviewed the results of the modeling of electricity rate and bill impacts, carbon reductions, and overall costs and savings of RPS targets increasing to 10%, 15%, and 20% of total Rhode Island sales, respectively by 2020. 

The Group discussed the relative merits of each of the three targets, taking into account the modeling results. The Group distilled the decision into accepting either the 15% or the 20% target. It observed the following during its deliberations:

· A 15% target would meet the GHG reductions goal set by the Stakeholders in Phase I. 

· Moving from 15% to 20% will yield an incremental annual carbon savings of approximately 33% in 2020, but that the costs of doing so will increase only 14%. By 2020, this would amount to increasing electricity costs by about 0.15 cents/kwh. This constitutes only about an additional 1% of the all-in residential electricity bill; and if off-shore wind comes on line in New England, the rate impacts could be further suppressed.  

· In addition, 2014 carbon savings double by using the 20% standard versus the 15% standard. 

Members suggested reviewing the standard in 2010 to determine if changes need to be made to the program regardless of which target is chosen. 

The Group attempted to reach a consensus on whether to put the Standard at 15% or 20%.  Noting Narragansett Electric Company’s opposition to any RPS, the Group was otherwise unanimous that the Standard should be set no lower than 15%. Six members (New England Gas Company, Oil Heat Institute, Business Roundtable, Rhode Island Department of Transportation, University of Rhode Island, and the Division of Public Utilities and Carriers) felt that the RPS should be set at 15%, citing it as the level that achieves the Stakeholders’ GHG reductions objectives at the lowest cost. Ten Members (RI PIRG, RI-DEM, Brown University, TEC-RI, Rhode Island Sustainability Coalition, RI Statewide Planning, Sierra Club, Audubon Society of RI, Conservation Law Foundation, and the State Energy Office) voted for the 20% threshold, citing the relatively inexpensive incremental benefits associated with the 20% target. 

The Group then discussed the next steps it should take and agreed on the following steps:

· Convert memos and papers into the RPS Chapter for Phase II report

· Develop model legislation translating the Rhode Island specific RPS design into legislative language and attach as an appendix to the RPS chapter (This was agreed to by all Stakeholders except NECo).  The model legislation would have two alternative paragraphs reflecting 15% and 20% ultimate targets.

· Draft a short memo identifying the differences between the program proposed by the RIGHG Stakeholders and the provisions contained in the Legislation introduced by RIPIRG, including qualitative and directional implications of differences.  

There was also some discussion but no decision as to whether the Group should sponsor a press conference sharing the recommendations and analysis of the Group, and potentially highlighting the differences between the RIPIRG’s bill and the RIGHG Stakeholders’ model. 
IV. Feebate

Dr. Bernow delivered a presentation outlining the Feebate Working Group’s proposal (click to view). He explained to the Stakeholders that the Working Group decided to change the name from “Feebate” to the “Vehicle Efficiency Incentive Act”, or VEIA. He then reviewed the design elements one-by-one. 

As he reviewed the elements, the Group made a list of issues that must be addressed in the development of the program. Due to time limitations, the Group was only able to flag them as items to which it would like to return at the next meeting. 

· Deadband: Should there be a band of a few miles per gallon (MPG) around the median fuel economy that would exempt qualifying vehicles from any fee or rebate? This would allow a “safety” zone for approximately 30% of new purchasers given the current distribution of purchases, enabling them to ignore the system if they choose from within the band. But it would thereby fail to provide incentives to those purchasers to buy more efficient cars within the band.
· The Plateau: The Group discussed whether the maximum and minimum levels for the fee and rebate should be set at $4,000 or $6,000 and at what MPG threshold the plateaus should take effect. 
· Commercial Vehicles: Some Stakeholders concerned about adverse impacts the VEIA might have on business costs advocated for an exemption for commercial vehicles. Since all light trucks bear commercial plates, other Stakeholders feared that such an exemption would leave non-commercial light trucks beyond the reach of the VEIA, thus excluding a vehicle segment critical to achieving GHG reductions. 
· Registration: An important aspect of the program design is to limit distortions created by owners going out of state to register vehicles driven in Rhode Island. The Group was undecided as to what the best means to address this would be. 
· Revenue Neutrality: A member questioned whether the 20% margin would need to be larger to cover all contingencies.  Another queried whether it should be designed to be revenue positive with excess revenues be used to fund other programs that have GHG benefits.
Having flagged these items, the Group spent the remainder of the meeting discussing several alternatives/complements to the proposed Feebate design. It came up with three. 

· Gas/carbon tax – In an effort to create a program with fees that more directly reflect carbon emissions coupled with incentives for fuel efficiency, at least one Member suggested requiring a tax on gasoline or carbon consumed. The proceeds from the tax could be applied to the purchase of very efficient vehicles. Dr. Raab noted that this program was raised in Phase I; however, it did not muster the consensus of the group. 

· Incentives to very efficient vehicles only – At least one Member preferred a scheme whereby very efficient vehicles would receive a rebate, but no fees would be assessed to higher mileage vehicles. Others noted that this was unlikely to pass the Legislature without a funding source. 

· A fee based on vehicle mileage and miles traveled: In order to create a program with fees that more directly reflect carbon emissions coupled with incentives for fuel efficiency, one Member suggested an annual fee based on estimated annual fuel use (based on vehicle miles driven and mpg information), the proceeds of which could be used to subsidize purchases of efficient vehicles with fuel economy ratings above a set threshold. The program would be based on an odometer check performed during a vehicle’s annual inspection, and these could be divided by the vehicle’s mpg rating to estimate the number of gallons consumed and hence GHG emitted. 

The Group agreed to keep pursuing means to enhance average fuel economy and tasked Tellus to develop a mock-up program based on an annual fee on mileage, with and without an adjustment for the vehicle’s mpg. The State Transportation group is also engaged in working on efficiency-related transportation projects and will update the Group on its activities at the next meeting. 

Finally, due to scheduling conflicts at the DEM, the Group motioned to postpone the March meeting to March 21. The meeting will take place in RI DEM Room 300 and will address all three Working Group’s recommendations plus discuss next steps for the RI GHG process. 

V.
To Do

· Agenda for 3/21 meeting – Raab Associates

· Meeting Summary – Raab Associates

RPS

· Draft model legislation - Bob Grace 

· Memo on the differences between the program proposed by RIGHG process and that proposed by RIPIRG – Bob Grace

· Convert the Memo to a chapter – Bob Grace/Tellus/Raab  


VEIA
· Mock up & model a program based on an annual fee on mileage, adjusted for MPG.

· State Transportation Group presentation for next meeting – Statewide Planning/Raab Associates
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