Rhode Island Greenhouse Gas Process

Phase II

Second Meeting: RPS Working Group

Wednesday, December 4, 2002

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

Consultant: Alison Bailie, Tellus Institute and Bob Grace, Sustainable Energy Advantage
RPS Working Group Meeting 2: Summary

7 working group members and 4 from the consulting/facilitation team attended the meeting, which began at 9:30 am and concluded at 3:30 pm.  See attached attendance sheet.

I. Documents Distributed

Before the meeting

1. Agenda

2. RPS Memo – Bob Grace

At the meeting

1. RPS Memo slide presentation – Bob Grace

2. Modeling Results slide presentation – Alison Bailie 

II. Introductory remarks

Dr. Raab convened the meeting at 9:45 and reviewed the day’s agenda. He asked if any members had changes to the last meeting summary, of which there were none. 

III. Discussion of Recommendations to Working Group

Bob Grace then presented his proposals for the Rhode Island Renewable Portfolio Standard (RPS) (click to view). The group discussed a range of points and developed a list of recommendations to be taken to the Stakeholder Group. 

Before moving to the structural issues, one member reiterated that one objective of the RPS not explicitly stated under the objectives outlined in Mr. Grace’s presentation include maximization of economic development benefits. 

The following represents agreements of the Working Group unless otherwise noted:

Structural Issues

1. Basic Structure: Use a 2-tier standard, described as an increasing target percentage, with no more than x% to be met from existing resources

2. Start Date: Establish 2005 as the first compliance period, but allow early compliance in 2004 for 2005 to meet the growth tier requirements. (this was at the earliest, with general recognition that if the implementation schedule was delayed, that a 2006 start may be appropriate with 2005 early compliance.)
3. Percentage Targets: Start with 2% for maintenance tier (excluding hydro above 30 MW and municipal solid waste (MSW)).  The overall target would be set at 3% overall in 2005, with not more than 2% from existing resources. No earlier than 2010, allow the administrator latitude to accelerate or slow the scheduled percentage increases towards meeting the ultimate target (but not to lower the target below any level reached to that point), but only in the event of certain well-defined trigger circumstances, and with substantial notice and a hearing. 

The Group discussed what ultimate target it should recommend to the Stakeholder Group but decided that this merits further consideration at the next meeting. In its deliberations, members noted the need both to maximize carbon reductions and provide a target that would prove acceptable to the Stakeholder Group and, ultimately, the legislature. In this vein, it directed Tellus to do further work on the 15% and 20% standards with broader geographic eligibility (see to-do list below)  but also to model a 10% target as a sensitivity run. 

4. Duration and End Game:  Maintain the target indefinitely, providing some discretion to the administrator to eventually eliminate it only after sufficient time has passed to allow amortization of generation investments, followed by a clear and obvious demonstration of market transformation that makes the RPS unnecessary. 
5. Resource Diversity:  The group did not recommend specific features to encourage renewable resource diversity. 
6. Applicability: 
a. Apply the RPS to competitive electricity suppliers and standard offer and default service providers (The group noted the objection by NGrid that the RPS should apply only to competitive providers.) It determined to try to include Pascog and Block Island (which can meet the Standard through the purchase of certificates from eligible generators). 
b. For the time being, do not apply RPS standards to self-generators.  However, empower the administrator to extend the Standard to include self-generators with a hearing and proper notice in the event that substantial self-generation undermines the policies, objectives or the fair distribution of the cost of supporting the policy. 
7. Application to the Product or the Company:  A straw poll of the group indicated that 4 members agreed with Mr. Grace’s suggestion to apply the RPS to the product, 1 voted to apply it to the companies, and 1 remained undecided.  The latter two parties agreed to review additional materials provided by Mr. Grace, and conduct some additional research, in considering whether to alter their positions.

Eligibility Issues

1. Geographic Scope:  Utilize Alternative #2, which entails allowing obligated entities to comply either through procurement of NEPOOL GIS Certificates, or alternatively by procuring generation attributes from generation in (upwind) New York (so long as supported by REC’s or other evidence) without requiring an associated energy import, pending development of an acceptable verification regime in New York. 
2. Resource Type:  The Group adopted the same recommendations from the first Working Group meeting: 
a. Hydro: plants are not to exceed 30 MW to remain eligible for either tier, with growth tier limited to incremental hydro generation so long as it does not require any new impoundment.  (Eric Stevens remained undecided on this point at the time of vote)
b. Biomass:
i. Any proposed biomass must meet the MA definition of eligible fuels;
ii. No emission requirement is required other than a valid permit;
iii. Co-firing with fossil fuels allowed and counted on a pro-rata basis; 
iv. Municipal Solid Waste (MSW) is excluded
c. Solar electric, wind, ocean, and geothermal should be included, as well as fuel cells using renewable fuels. 
3. Multi-fuel resources:

a. Allow for inclusion into the RPS the renewable energy portion of multi-fuel facilities. As per NEPOOL GIS, allow incidental use of fossil fuels in biomass start-up without penalty. 

4. Definition of new versus incremental:
a. Allow generation with commercial operation after 12.31.1997

b. Vintage generation at eligible plants above historical baseline generation (1995-1997 average).

c. Treat any plant on a site with renewable generation between 1995 and 1997 as a vintage generator. 

5. Off-grid and behind-the-meter generators: 
a. Allow off grid and customer-sited renewable energy facilities that are located in Rhode Island, as long as supported by the New England GIS. 

b. Presume that the owner of the DG unit has the initial title. 

Administrative Issues:
1. Oversight and Administration:  The Rhode Island PUC should serve as the primary oversight and administrative body for the RPS. The PUC should be given appropriate staffing and authority to execute its duties. 

2. Accounting and Verification:  Rely on NEPOOL GIS for generation in New England or electricity imported into New England. For outside generation, require compatible REC registry or GIS
3. Certification of Generator Eligibility:  Qualify eligible generators through advance filings, similar to Massachusetts’ protocol. 
a. Issue statement of qualification (within 90 days of application).

b. Qualification is supported by spot checks, audit powers, rights to withdraw certification, and/or advisory rulings. 
c. Where eligibility is the same, allow utilization of Massachusetts’ qualification results as suitable evidence for obtaining RI qualification (subject to (b)). 
4. Compliance filings:  Annual compliance filings including:
a. MWh sales to RI end-use customers (total, by product) in compliance year.

b. Current-year renewable energy attributes allocated to said sales.

c. GIS reports confirming ownership.

d. For transactions not included in GIS, document independent verification consistent with specified protocol.

e. Identify (a) attributes allocated from early compliance, (b) banked compliance, (c) alternative compliance credits, (d) attributes banked for future compliance
5. Penalties/Cost Caps:  
a. Establish an “alternative compliance mechanism” of 5 cents/kWh.

b. Funds collected are to be provided to the RI SBC administrator and dedicated to purchasing REC’s to maximize the amount of renewable energy.

c. Require compliance plans for those that fail to comply, including for standard offer and default service providers.

d. Add PUC penalties. 

6. Flexibility Mechanisms:

a. Provide an annual settlement period (e.g. certificates required during a calendar year equal target percentage times annual sales, with no requirement for matching the percentage precisely over any shorter time period).
b. Provide the option of banked compliance for two subsequent compliance periods, capped at 30% (for new renewables only). Again, a compliance period would be one year. 
c. Offer early compliance for 2004 for new renewables tier, to meet the 2005 requirement.
7. Contracting Standards for SO/DS Providers:

a. National Grid, the PUC, and Bob Grace agreed to collaborate on a proposal for the group to work on at the next meeting on this topic.
IV. Preliminary Modeling Results

Alison Bailie from the Tellus Institute presented the preliminary modeling results of the 15% and 20% standards. Click to view those results. 

V. Wrap-up and Next Steps

The Group chose to move the next and final Working Group meeting to January 24. It also developed a to-do list:

To-do

· Consider how to include Pascog and Block Island into the RPS. – Bob Grace

· Develop recommendations to Stakeholder Group of RPS design based on Working Group feedback (Scoping paper can be an appendix to this document) – Grace w/Raab edit.

· Summary of benefits and costs and more text describing the graphs and figures (at eigth-grade level) – Tellus.

· Contracting standards for SO/DS providers – Grace, PUC , NGRID
· Cover four remaining areas at next meeting on Federal RPS interaction, SBC interaction, Future Changes, and Treatment of Emissions Credits in Cap and Trade Environment – Bob Grace. 

Modeling:
· Do 15% and 20% standards with broader geographic eligibility (as new basecases).  Other sensitivities:

· Provide a limited set of sensitivities to gas price changes.

· Execute a 10% Base case with expanded geographic boundaries

· Calculate the maximum locational marginal price impact to apply as a post-model adjustment. 
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