Rhode Island Greenhouse Gas Process 

Stakeholder Year 6, Meeting #2

RI DEM, Room 300

Thursday, Feb. 15, 2006

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

Consultant: Dr. David Nichols 

Draft Meeting #2: Summary

30 people attended the meeting, which began at 9:00 am and concluded at 1:00 pm

Documents Distributed or Presented:  

Before the Meeting:

1. Draft Agenda, Raab Associates

2. Draft Letter to Governor Carcieri on RIPTA,  Sierra Club
At the Meeting:

3 Rhode Island Gas Energy Efficiency Filing Summary – National Grid

4. LCP White Paper Outline - Proposed Scope of Work, Bruce Biewald and Rick Hornby, Synapse EnergyEconomics
5. LCP White Paper Presentation, Bruce Biewald and Rick Hornby, Synapse Energy Economics 

6. NGRID Gas DSM Filing, National Grid  

7. The Potential for Biodiesel (and Low Carbon Fuels) in the Northeast, Michelle Manion   and Matt Solomon, NESCAUM
8. Revisions to the Rhode Island GHG Emissions Draft Baseline, Dr. Charlie Heaps, SEI-US  

9. RI GHG Final Agenda, Jonathan Raab

To find any of the above documents, use the following link: http://righg.raabassociates.org/events.asp?type=eid&event=71
I. Introductions and Overview of Day

Dr. Raab reviewed the agenda for the day, and everyone introduced themselves.

II. RI GHG Baseline - Charlie Heaps - SEI 

Charlie Heaps of SEI went over his slides on the updated RI GHG Baseline.  See presentation on the website. Choose Baseline Charts 2007 v4.  http://righg.raabassociates.org/events.asp?type=dte&event=2%2F15%2F2007&Submit=Search+by+Date
During his presentation he made the following additional points: 
· May want to change emissions factors going forward.

· Changed from tonnes to US short tons to be consistent with US accounting   

· May be last time we can redo baseline as implemented measures will start influencing baseline, muddying waters.

· AEO forecasts changed in certain areas, most notably slightly higher, coal and nuclear growth rates and lower natural gas growth rates due to higher natural gas prices.  Vehicle stocks and MPG were up as well. 
· The old baseline was 3.7 million CE short tons vs 3.5 million ,  5.4% less in 2020 with new modeling 
· With new baseline, looks like - if implemented everything RIGHG stakeholders have passed, finalized, and discussed - could meet 2020 budget.
· Historic perspective 2020 baseline carbon emissions similar to 1972 emissions! 

The following questions were asked by one or more Stakeholders:

1. Why a decrease in gas and increase in coal? Does it account for new LNG facilities and phasing out coal?

· It is hard to say what all embedded assumptions are in the AEO forecasts.
2. Will slides be available?

· Slides will be available but please note that we haven’t redone measure runs or produced economic benefits
On RGGI the group discussed and agreed to:
A) Consumption vs. production –The group agreed that we should model RGGI on the consumption basis consistent with how we have approached and modeled the electricity sector from the beginning

B)  Figure out how to model RGGI without double-counting renewables and energy efficiency from other RI GHG programs (e.g. RES).  Bob Grace said that this issue was addressed in a paper he will release on March 1. 
III. NESCAUM’s Biodiesel Study for the Northeast – Michelle Manion and Matt Solomon, NESCAUM

NESCAUM reviewed their slides describing background on biodiesel for mobile and stationary sources and made the following points.

1) There appear to be a lot of potential applications in Northeast but not necessarily commensurate supply options.
2) There are many pros and some limitations for using biodiesel
3) Requiring B5 blend in Northeast would outstrip entire US supply

4) EPA study PM, CO, and HC decrease, but NOx may actually increase (controversial). Other studies show NOx could increase or decrease. NREL close to concluding neutral

5) Most studies show 40 – 80% decrease in GHG.  New UC Davis study says can actually increase 50% GHG when include land use etc.

6) Farmers are already producing soybeans specifically for Biodiesel 

7) Biodiesel production tripled two times since 2001. 80+ additional plants coming on line

8) New England 2-3 million gallons consumption, NJ much more.  Within 3 years 100 million gallons per year production capacity in Northeast, 10 million in New England. But Northeast has limited agricultural capacity and probably won’t be major producer
9) Stationary uses may make more sense than transport in NE.  
10) NESCAUM study - Among other things looking at applying CA standard of 10% decrease to lower carbon fuels by 2020.
The following questions were asked by one or more Stakeholders:

· Are you looking at methanol?  

· Haven’t tackled that yet


· Are you looking at it for mass transit? 

· NJ is testing B20
· When done?

· In about 4-6 weeks, and we’ll post on our website.
· How will biodiesel in DG interact with RI air toxics regulations (Rec. 22)?  

· Steve – We haven’t thought through this yet

IV. Legislative Developments – Ken Payne, RI Senate Policy Office
Regarding least cost procurement (LCP) requirements –It can be powerful and useful tool.  Typically see a subsidy model where an allocation of pot of money has to be prudently used (e.g. SBC), but once pot is gone it is gone.  
Energy efficiency has more potential value, than size of pot.  Go after EE and renewables first and then everything else through standard procurement. Use three year cycle.  DSM fund maintained through 2013 as transitional period

But next 8 months critical work needs to commence now to develop implementation details.  OER to report on their plan to PUC  by March 2008.  RI GHG timing to work on this “could not be more auspicious.”  OER not fully developed (staffed up) enough to handle this entirely on own yet – needs backstopping and buttressing.  Given the budget situation, an infusion of funds is not likely.
We need to sort out oversight, not only for LCP and DSM but for the RES.  Governor announced idea of a power authority, not sure necessary.  Need to make sure existing structures are reasonably integrated with a financing structure that  produces optimum advantages to the utility.  The DSM changes could provide project development capital.  Try to do long term financing with RES and LCP.   LCP prudently done has lower risk than Grid sees with long term. Since SO is long term a big chunk of the system is with the SO.  It is theorretically possible that people will leave but none envisions that as a likely outcome. 
Proposed RGGI legislation requires 100% auction for DSM and Renewables. But interaction with least cost procurement not well sorted out yet.  Certain functions reside with DEM or somewhere else.  
Why not getting OER money?  Money less an issue than FTE cap but there are some options including using staff from other agencies and hiring consultants.
Will be a new legislative standing committee on energy that will hold hearings on LCP and OER and will have public process, followed by PUC process

V. RGGI Update – Andrew Dzykewicz , Office of Energy Resources and Steve Majkut, RI DEM

Andrew Dzykewicz
· RI Governor signed RGGI, looking for ways to maximize effectiveness.  OER and DEM need to put a rule together. 

· Dominion looking to buy allowances at $3.57 and not $2 projected by RGGI
· Would like to auction off 100% as generators still charge ratepayers  even if given away

· Mike wants to do afforestation of gravel banks.  I’d like to do energy efficiency and give some money back to ratepayers
· No time schedule yet

· We’ll need legislation probably not for regulations, but to make sure money from auctioning ends up in right place (money could go to Power Authority)
· Need to get handle on energy costs driving folks away from RI – want   rate relief

Steve Majkut: 

· Steve’s office moving forward on drafting model rule particularly mechanics.  Barbara Fusaro is handling.  …

· RI is now fully participating in RGGI staff working group, again
· MD will likely join by June

· Regional org being put together, NY will fund for 3 years

· Imports/leakage report will be out in a few weeks from. Staff Working Group.

· Workplan for regional allowance auction system and for tracking allowances and emissions

VI. Least Cost Procurement Workplan – Bruce Biewald and Rick   Hornby, Synapse Energy Economics


Bruce and Rick reviewed their proposed outline for a white paper on LCP (See white paper outline and slides).  Stakeholders had the following questions and comments.
· Why looking at demand response? 

· Procuring electricity includes capacity

· You need to also take into account revenue saving from various resources like FCM revenue for DR

· Will you try to internalize externalities (e.g. WVA  mountain. top removal)?
· How will Stakeholder group engage?

· We can weigh in as group now and when white paper is drafted.
· Our work, with limited funding doesn’t include modeling! Might be important to do.  – jobs, $’s

· CO2 $2-3 per ton but with fed cap and trade could be $20-30 so most  carbon not really fully internalized even with RGGI.
· RI GHG Stakeholder Group wanted to include Section 5 issues paying particular attention to RPS interactions as most unclear

· Clarify how to deal with things unlikely but potentially catastrophic like nuclear/LNG accidents
· Include info on economic impacts

· Address key interactions with other procurement processes
· Look at RI DG working group results
VII. Other Important Issues and Developments

· RIPTA Related Letter to Governor (Chris Wilhite, Sierra Club)

· RI GHG Group agreed to send letter to Governor on RIPTA on updated stationery

· First add sentences that George and Janet will draft and re-circulate to Stakeholders before sending

· New Oil DSM.  Dave Nichols described a newly proposed oil DSM fund in New Jersey proposed by the oil dealers with the following characteristics
· Offer fuel efficient equipment

· Fuel neutral (to level playing field with gas DSM)

· Surcharge to form trust fund

· Funds for leasing program

· Haven’t identified level of funding

· Motivated mainly by, but not limited to Residential customers
· using input and output, not AFUE as standards

· Nationally manufacturers trying to get tax credit for loans to upgrade heating equipment
· Will be unpopular to raise costs of oil…hard sell if money goes to dealers.

RI GHG Group then agreed to put oil on agenda for next meeting, with recognition that we would need to find additional funding to actively pursue.
A stakeholder asked how frequently people tune boilers and furnaces.  John Batey responded that the average homeowners do it every two years.

· Gas DSM (Dave Jacobson, National Grid)

· See slides and updated filing on RI GHG website

· Estimating $3 of benefit for every dollar invested

· Split residential and commercial proportional to money paid in to fund.

· More spending in 2008, target might be $5.4 million from legislation
· High Performance Schools in RI (Carolyn Sarno, NEEP)

·  Rewriting regulations. Being filed today with RI Board of Regents based on CHPS standards.  RI school construction regulation for new buildings and major renovation.

· Also have circuit rider piece to go out to school districts and provide technical assistance. Carolyn circuit rider for RI 
· Had 130 people last week at RI Green School Summit

· Working group meets monthly on high performance schools

· Probably be decided in 6 weeks, will be some grandfathering

· CHPS was derived from LEED, customized for N.E.
· Approximately 25% greater energy savings than current building codes
Next Steps and To Do List

1) Meeting summary—Raab Associates
2) Track NJ Oil DSM program and report back—Dave Nichols and John Batey
3) Send letter to Governor on RIPTA on updated stationery (add sentences  from Janet and George and recirculate before sending), Raab Associates
4) Model RI GHG programs including RGGI against new baseline—Charlie Heaps, SEI

5) Draft white paper on LCP—Synapse EnergyEconomics
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