Rhode Island Greenhouse Gas Process

Phase II

First Meeting: RPS Working Group

Tuesday, October 15, 2002

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

Consultant: Dr. Steve Bernow, Tellus Institute and Bob Grace, Sustainable Energy Advantage
RPS Working Group Meeting 1: Summary

6 working group members and 4 from the consulting/facilitation team attended the meeting, which began at 9:00 am and concluded at 12:00 pm.  See attached attendance sheet.

I. Documents Distributed

1. Agenda

2. RPS Memo

II. Welcome and Introduction

Dr Raab convened the first working group meeting tasked to explore and attempt to develop a renewable portfolio standard (RPS) for Rhode Island with a welcome to the group. He reminded the group that the Stakeholder group had identified the RPS as a priority Greenhouse Gas (GHG) reduction option and the purpose of the 3 scheduled working group meetings was to begin grappling with the myriad design and modeling issues that will serve as the foundation for the group’s recommendations to the Stakeholder Group upon the culmination of the working group’s three meetings. 

Before getting into the issues, Dr. Raab gave the floor to working group member David Jacobson of National Grid. Mr. Jacobson sketched out a program offered by Niagara-Mohawk (N-M), a National Grid subsidiary in New York State that offers a green option to its standard offer/default service customers on the bill. The successful installation of the program required overcoming important software programming challenges with the billing system, for which green power marketers in New York agreed to foot costs in excess of $50,000. Mr. Jacobson posited that the N-M program might constitute a better alternative to the RPS because the N-M plan allows customers wishing to buy green the ability to do so, without imposing the costs of green power on all ratepayers. Several Group members noted that the N-M program might instead be better cast as a complement or transitional strategy to the RPS. 

Bob Grace then began the discussion of the key design and modeling issues associated with crafting the RPS. He observed that of the 13 states with RPS legislation, the standard applies to standard offer/default service in all but Connecticut (which is slated to cover these areas in the near future), and that inclusion of standard offer is a necessary element for a successful RPS. He also noted that Texas has both an RPS and an aggressive green power market, indicating that a well-crafted standard coupled with a correctly designed market yield economically sound and meaningful advancement toward GHG reduction objectives.

Mr. Grace then walked the group through the list of issues that it will need to address in developing the RPS (click here for Mr. Grace’s presentation). They are described below with the Working Group’s initial reactions:

1. Structure. Mr. Grace indicated that an RPS can be designed with one tier or multiple tiers. He noted that a single-tier RPS can be designed to include in the state’s energy mix either a set percentage of new and existing renewable resources or new resources exclusively. Alternatively, a two-tier system can establish a set percentage of allowable existing resources at one tier and another percentage of new resources at a second tier. Mr. Grace observed that in the current New England market environment, the two-tier option is the least expensive option for meeting a particular target for total contribution from renewables, with the single mixed tier being more expensive and the single new tier the most expensive. Two in the Group expressed unease with the two-tier approach, fearing that it might protect resources which should be falling into obsolescence. The group flagged the issue for later discussion. 

2. Target: The group decided that discussion of the target would be influenced by both the structure and by resource eligibility issues, and flagged this also for attention later in the process. 

3. Geographic Eligibility: Mr. Grace explained that the Group’s decisions about where it locates renewable resources that can participate in a Rhode Island RPS has significant ramifications for costs and other factors.  He pointed out that allowing the purchase of green electricity using the NEPOOL GIS system would be the administratively simplest approach.  This approach would include renewables located in New England, plus renewables located in neighboring areas (e.g., New York) where the electricity is delivered to New England.  One member observed that decreasing coal usage in the Midwest instead of displacing gas generation locally could have the greatest impact on reducing GHGs and other pollutants, and wondered whether we should be looking to include renewables from farther away. The Group discussed that if the New York and New England systems are merged through NERTO and one GIS system is adopted, the region would then be readily expanded for renewables (e.g., to include PJM as a neighboring system).  It was agreed that the technical consultants should model two cases, with the ISO-New England’s GIS system serving as the basis for eligibility, and eligibility based on expansion of the GIS system to encompass New York and New England markets  (as might happen under NERTO). 

4. Treatment of Biomass: The group explored but did not fully determine how it should define biomass in the RPS, though it discussed many aspects of how to integrate biomass. Some members felt that regardless of whether it adopts the single- or the multi-tier structure, it must think carefully about the relationship between burning biomass and air quality. In this vein, they suggested that any new biomass must meet a new and stricter air permitting regime or its equivalent.  The Group also recommended that Municipal Solid Waste (MSW) should be excluded from the RPS eligibility.  RI-DEM wanted to think further on both emissions issues and fuel eligility issues and get back to the consultants and the Group.

When the question of how to deal with co-fired biomass plants arose, the group felt that co-fired plants would be acceptable provided the biomass portion meets the RPS biomass eligibility criteria. Further, the consultant pointed out that the GIS system could accurately track the biomass portion associated with co-firing.

Although it had not yet agreed to pursue a two-tiered structure, some of the members suggested that if such a system were in place, existing biomass should perhaps still need to meet a NOx cap to be allocated to the maintenance tier, while new biomass must comply with new air permits or comparable air-quality assurance mechanisms to qualify for the growth tier. Last, some members wondered if a two-tier structure might drive Rhode Island’s treatment of biomass in convergence with that of Massachusetts. 

5. Treatment of Hydropower. Again, the group contemplated how a two-tiered system might incorporate hydropower. The Group agreed to explore limiting the level of hydropower in a maintenance tier by not allowing any hydro over a certain size (e.g., 30 MW), and only allowing hydro that is both incremental and does not require any new impoundment in the growth tier.  The Group directed Bob Grace to look at the data and propose a threshold size for the maintenance eligibility.

6. Off-Grid Resources.  The Group agreed to allow off-grid resources in Rhode Island, and GIS-supported on-site generation anywhere in New England.  

7.
Applicability to Standard Offer and Default Service.  The Group, with one possible exception, agreed that the RPS should apply to all Standard Offer and Default Service customers through long-term commitments (at least for certificates whose costs should be passed through to customers). Group members also recommended considering taking into the account the five-year contract period currently in force on the current standard offer contracts—perhaps using certificates through this period and then giving the utility more flexibility in contracting for just renewable energy certificates or renewable energy supply. 

Having examined the basic issues related to structure and eligibility, the group decided to circle back to how it should proceed with the modeling. It decided to model the following for now: 

· A two-tiered RPS (with the eligibility exclusions mentioned during the discussions)

· A single-tier RPS (with additional workable exclusions)

· Determine which RPS percentages will correspond with the GHG reduction goal established in the Phase I report. It also decided to model standards at 15% and 20% renewable targets. 

· Do sensitivities with more or less energy efficiency strategies implemented (which effects the absolute targets since they are expressed as a percentage of load/sales).  Also, the Group agreed that the modeling should also look at the co-benefits from an RPS (e.g. savings from other air pollutants).

Before ending, the group decided that the complexity of the issues merited more time than originally allotted and that its next meeting, December 4, would last all day instead of only a half day.

III. To Do

1) Meeting Summary – Raab Associates

2) Modeling – Tellus Institute with assistance from Bob Grace

3) Memo on Program Design – Bob Grace, Sustainable Energy Advantage

3) Agenda for next time – Raab Associates 
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