Rhode Island Greenhouse Gas Process 

Stakeholder Year 6, Meeting #3
RI DEM, Room 300

Thursday, April 26, 2006

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

Consultant: Dr. David Nichols 

Meeting #3: Draft Summary

24 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 White Paper, Least Cost Electricity Procurement for Standard Offer Service in Rhode Island, Rick Hornby, Synapse
3. Energy Efficiency and Utility Profits: Aligning Incentives with Public Policy, Rick Weston, RAP

4. Decoupling, Peter Zschokke, National Grid
At the Meeting:

5. Oilheat Efficiency: Report on Developments in NJ for the RI GHG Stakeholders, David Nichols
To find any of the above documents, use the following link: 
" 

http://righg.raabassociates.org/events.asp?type=eid&event=72



I.  Introductions and Overview of Day

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

II. 
Least-Cost Procurement White Paper and Discussion— Rick Hornby and Bruce Biewald, Synapse Energy Economics

Rick Hornby and Bruce Biewald of Synapse Energy Economics presented their White Paper on Least Cost Procurement for Rhode Island followed by a discussion with stakeholders.
The following questions were asked or comments were made by one or more Stakeholders:

1. Andy was given government recommendations on names for Council to begin ASAP on LCP for OER.
2. Are these numbers just standard offer/last resort service?  Can you also show competitive supply and total supply?

· Yes

Can you show KW and KWH?
· Yes
3.  How will this law effect choice within conventional supply?  

· Standards for “environmentally responsible” and “cost-effectiveness” could affect mix. Effect probably greater on new conventional supply resources than existing.  Also, to the extent you do more efficiency the less supply you need.
4.  Why assume only 10% on Energy Efficiency by 2020 if it’s so cost-effective?
· Just illustrative.

5. Have we given up on getting everyone to competitive suppliers?
· RI has extended Standard Offer Service out in time

6. How much is EE costing?
· Quoting 3 cents/kwh and for every $1 spend get $3 benefits

7. Do these bills also include customer contribution to EE?

· No, just what paid on the wires charge. Nor does it include all benefits to customer (TRC/societal savings)

8. Does this effect mix in conventional supply or just how much conventional versus EE and renewables?

· Can come in under “system reliability” for diverse resources to decrease regional supply

· Unclear about whether and how applies to regional supply

9. How CA reduced energy growth per capita better than other states.

· Large portfolio of initiatives – rate design, Energy Efficiency programs and codes and standards
10. Aren’t you guys assessing avoided costs for utilities in region?

· Yes, but may not get into same level of uncertainty.  Out end of June.
11. Was it envisioned to increase energy efficiency in the SBC charge, why not in generation/supply portion of bill?

· The latter is the original version in legislature but both are possible.  For our example we called it out as separate charge.
12.  How do we internalize externalities with all these cap and trades?
· Carbon probably biggest uninternalized externality.  Our new study will include something on that.  Can require bidders to internalize carbon risk.

13. Our primary focus should be on how to use this to reduce GHG. Which of our GHG reduction proposals make the most sense under LCP?
14. Need to get straightened out what effect the law has on selecting among conventional resources in the residual supply area.  Or are we just substantially reducing residual supply?
The group discussed Synapse completing paper for discussion and potential stakeholder recommendations to OER, by next RI GHG meeting.

III. Decoupling Utility Sales from Profits - Rick Weston, Regulatory Assistance Project and Peter Zschokke, National Grid

Rick Weston of the Regulatory Assistance Project presented his slides about how decoupling works and how it’s being applied across the country.  He made several additional points besides those in his slides including: 
1) Generation 75-80% of bills historically.  Now wires only, almost all fixed costs and companies are much smaller, so throughput issue much bigger problem (i.e., has greater effect on .    
Peter Zschokke of National Grid presented his slides about decoupling and made the following additional points:

· When started DSM electricity use was growing 5- 6% EE resulted in decreased growth 3-4%. 
· If want to triple programs could reduce load growth to negative growth. 
· If sales decline more have smaller capital budget for other projects (replace aging equipment).  

· RI 25th highest on average bills and 4th  highest on average rates

· Decoupling - still has regulatory risk, but will be on regular cycle.

· NY pushing more rate decoupling which puts more on fixed charges which reduces incentive for EE

The following questions were asked by one or more Stakeholders:

· What about infrastructure charge? 

· $5-6 in RI customer, $16 in NY and they’d like to make it higher, but lower incentives for customers to do EE.

· What about investing in substitutions, lines and other infrastructure?

· Still regulated and have obligation, and service quality requirements.  Cost would still be added to rate base in next case.

· Reducing risk to investors and should that be considered in getting ROE?

·   Yes, but needs careful analysis.

· Decoupling also aligns utility incentives with CAP.

IV.  Updates and Other Important Issues and Developments

RGGI, Pavley RI Winds, NJ Oil DSM
DG/CHP Rules--Steve Majket, RI DEM

· DG/CHP environmental permitting regulations filed yesterday – output based, regulating CO2 for first time.  Includes allowance for generators to be able to participate in emergency demand response programs.  In effect in 19 days.

RGGI Update --Steve Majket, RI DEM
· RGGI – Developing RI regulations. Legislation to auction 100% of allowances, and direct funds to EE kinds of purposes.  
· Agreement on auctioning 100%
· Debate is on whether some of the money should go to ratepayer relief beyond low income.  

· If $2/allowance, $5.4 million/year. 
· RI allowances based on emissions.  
· HB5577 S

· MD and D.C. about to join RGGI.

· Probably will auction allowances regionally

Pavley Update--Steve Majket, RI DEM
· RI regulations are in place 
· Auto manufacturers filed lawsuits in RI, VT, and CA. VT case moving forward
· Supreme Court ruling that EPA can regulate GHG, positive for state side of case.

· EPA needs to approve waiver for CA 

· Yesterday CA said will sue EPA if no decision in six months

· Motion to dismiss pending in RI

RI Winds Study--Andrew Dzykewicz and Bill Ferguson, OER
· Have enough wind to meet RES targets.
· Eleven areas identified.  Can produce power at today’s rates, and meet 75% RI’s current power not just 16% required in the RES.

· Sticking with 15% as some sites probably won’t work, and don’t want to get overly reliant on one energy source.

· 95% of sites offshore, 75% off-shore in state waters
· Prescreened for potential conflicts

· Governor appointing stakeholder group – 40 people to help prioritize the sites.  Hopefully start in 2.5 weeks

· Had conference at URI last week on topic of statewide planning. Been charged by legislature to develop renewable siting guidelines – wind and hydro.
· Considering power authority to own power output
· Other Renewable activities:

· Negotiating hydro deal in Newfoundland and Nova Scotia – existing/expansion.  Could cover 20% of RI’s load.

· Energetic – wave energy company from Australia.  Negotiating an MOU to permit a pilot project followed by a commercial plant. Finance with power purchase agreement.  They’d locate U.S. HQ and manufacturing center in RI.  They are talking 4 cents/kwh!

· Ridgewood Power thinking about 23 MW expansion of LFG at Johnston Landfill
· New Renewable Energy Board.  Names submitted.  Governor approved names two weeks ago.

Oil Heat -New Oil DSM (from oil dealers) proposal in New Jersey--David Nichols
· Proposing to integrate unregulated fuels energy efficiency program into gas/electric programs.

· Dealers taking lead, supporting 2% surcharge equal to $20 million/year. 

· Going to legislature this fall.
Transit 2020 --Barry Schiller, Sierra Club

· Providence Working Group, high density transit oriented development with light rail 
· Gary Bliss point person in Providence

· RIPTA Board still problematic: seven openings, three people not named yet, 
two reappointed, two nominated but not confirmed

Potential Agenda for June

1) Economic RI GHG Plan Modeling

2) LCP Options and Recommendations
3) Oil DSM Program
4) Transit Issues
Next Steps and To Do List

1) Meeting summary—Raab Associates
2) RI Winds Study on Website—Raab Associates
3) Finalize LCP White Paper—Synapse 
4) Track NJ Oil DSM Program progress—Dave Nichols
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