Massachusetts DOER – RPS Advisory Group

Thursday, January 27, 1999

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

Meeting #4: Summary

35 people attended the meeting, which began at 9:00 and concluded at 3:45

I.
Documents Distributed

Prior to Meeting:

1. Agenda for today’s meeting, Raab Associates

2. “Massachusetts Renewables Portfolio Standard, White Paper #5: Eligibility,” January 18, 2000, Grace, Robert et al. 

3. Summary of December 9, 1999 RPS Advisory Group Meeting, Raab Associates, Ltd.

4. “DOER Mission Statement for Renewables Portfolio Standard Design,” DOER, Revised 12/20/99

5. Memorandum to DOER and the RPS Advisory Group from William P. Short III, of Indeck Maine Energy, LLC, re: “Suggested Revisions to Massachusetts RPS White Paper #5 – Eligibility,” 1/24/00

At the Meeting:

6.  “Meeting Schedule and Sequence of Issues,” DOER/Raab Associates, Revised 1/27/00

7.  “WPS Resources Signs Contract to Take Output from 40-MW Maine Wood Burner,” brief article reprint from Global Power Report, 1/21/00

8. “Massachusetts Renewable Portfolio Standard: Eligibility,” overhead presentation prepared by: Robert C. Grace, Sustainable Energy Advantage & Karlyn Cory, La Capra Associates, 1/27/00

II.
Administrative Matters

December 9th Meeting Summary

There were no corrections to the December 9th meeting summary.

DOER’s RPS Mission and Principles

DOER presented its final draft of the RPS mission and principles.  The only suggestion was to add the following to the end of the “Beneficial” principle: “...to the extent it doesn’t create a rate shock for customers.”  [DOER commented that cost caps may take care of this concern.]

DOER Web Page

DOER reported that it planned to have all the RPS documents available on its Web page, and that it will sent out a notice with the address once the RPS portion of the Web page is operational.  Dr. Raab, the Group’s facilitator, will continue to email white papers, agendas, etc. to Group members and other interested parties upon their completion.

Other Administrative Matters

A Group member requested that DOER get its comprehensive design documents out as far before the targeted meeting date as possible, to allow members as much time to review the documents as possible.  DOER stated that their intention was to give members as much lead time as possible.

Another member asked whether the DOER and the Group could discuss the possibility of requiring retail suppliers to file RPS implementation plans prior to the RPS start date(s)?  DOER and its consultants stated that the next meeting might be an appropriate time to discuss this issue.

Bob Grace informed the Group that the Consultants were beginning to prepare a required study on the costs and benefits of the RPS, and informed the Group that it may query members from time to time regarding certain data needs and assumptions.

III.
Eligibility Issues

The Group spent the remainder of the day discussing a wide range of RPS eligibility issues highlighted by DOER consultant Bob Grace in RPS White Paper #5 and in a set of overheads he presented at the meeting.  The comments below are arranged in order of their appearance at the meeting.  No consensus was reached unless otherwise noted.

A.
Defining New Renewables

Conversion to Renewables

The Group agreed that if a fossil fuel facility converts to renewables it should be considered new renewables so long as it met any other eligibility requirements and  for as long as it continues to use qualifying renewables fuels/technologies.  The Group also generally agreed that even if plants continues to use fossil or non-qualifying renewables fuels sometimes, incremental, qualifying renewables portion could still count as new renewables. 
Retrofitting and/or Returning Retired Plants

The Group agreed that the trigger here for qualifying as new renewables should be on the change in generation technology and fuel type, and not merely on a change in ownership.  The Group discussed how to design a trigger for eligibility, and generally agreed that only the incremental qualifying renewables portion above some level of historical production (a project benchmark) should be considered as new renewables.  Group members offered different ideas for determining the benchmark with respect to a given facility including: 1) it’s generation in 1997; 2) a 3 year average from 1995-1997; and 3) it’s highest year between 1995 and 1997.

Relocation of Equipment

The Group agreed that only the energy output from relocated equipment that is incremental within the NEPOOL region should qualify as new renewables (e.g., a windmill moved into New England from Pennsylvania could be considered new renewables, while one moved from New Hampshire to Maine could not (unless it was inoperative during the entire baseline period)).
B.
Biomass

The Group heard DOER’s consultant’s interpretation of the Act that new and existing qualifying biomass should be held to the same standard, and his recommendation to use an output-based emissions threshold as the qualifying hurdle.  After substantial discussion, the Group agreed that, while the Act did not indicate a different threshold for qualifying new biomass and existing biomass as renewable under the RPS, (a) such a distinction may make sense from a policy perspective, and (b) while DOER may not be able to interpret the Act to justify such a distinction, DOER could use its authority to alter the eligibility list to address a different standard for existing biomass.  However, there were differing opinions among the Group about what those thresholds should be based on.  

Below is a list of the questions and comments made by one or more individual at the meeting.  (Note: It was not always apparent during these initial discussion whether people were referring to issues regarding qualifying new biomass, existing biomass, or both.)  

· Does the use of NOx emissions thresholds effectively turn DOER into a regional regulator?  [DOER and its consultants replied that the MA RPS does not regulate these plants, but simply dictates whether Massachusetts customers will pay more for their output]

· If a state permitted and sited a plant to operate that should be enough to qualify a biomass facility as renewable under the RPS.

· Massachusetts’ NOx problems are not caused by biomass plants in Maine.

· The consultants’ proposed NOx thresholds for defining “low-emission, advanced biomass” would only apply to about 2 existing biomass plants, as they are currently operated in New England.

· Consider using the Green-E NOx standard for qualifying existing biomass (2.9 lbs/mwh for years 1-4; 2.63 lbs/mwh for years 5-6; and 2.25 lbs/mwh for years 7-9).  Green-E has additional biomass restrictions on fuel sources as a means to address concerns about other pollutants such as toxics and particulates.

· Maybe use a technology standard for new biomass and an emissions standard for existing.

· A technology standard is difficult to define and implement.  For example, gasification (which is allowed) can be added as a “front-end” to any technology type (ex: McNeil in Vermont).

· One group member suggested that DOER shouldn’t just base qualifying on NOx as it’s relatively easy to reduce NOx while increasing other pollutants.  Should also have qualifying thresholds for CO, SO2, VOCs, and particulates.

· Some Group members argued for using lbs/mmbtu rather than lbs/mwh, and some suggested basing the threshold on permitted levels which are in lbs/mmbtu.  Most others believed that it should be on lbs/mwh as proposed.

· Treatment for biomass is not consistent with landfill gas which won’t need to meet any particular emission requirements to qualify for the RPS.

· There is not as much biomass gasification developing as expected at the time the RPS was drafted.

· There should be an energy credit for biomass used in combined heat and power applications.

Group members ended their discussion on biomass by suggesting some specific issues related to setting potentially differential standards for qualifying existing and new biomass.  The following suggestions were made by one or more individual but do not represent Group agreement.

Existing Biomass

· Show us potential impacts on the baseline calculation and resource eligibility from different definitions for existing biomass including plants that are permitted/sited, the Green-E definition, and the consultants’ proposed NOx standard.

· If use Green-E don’t necessarily let it float with Green-E changes, but tie to the numbers in Green-E.

New Biomass

· Should be sustainable, and should not used pressure-treated or tainted wood. (Including SO2 requirement could help eliminating ability to use pressure-treated or tainted wood).

· Define advanced biomass by current DEP standards for new plants.

· Negotiate a 10% reduction in permitted NOx emissions to qualify as new.  Some suggested making it for a broader set of pollutants than NOx alone.  Others suggested that this approach would be discriminatory.

· Use consultants’ emission thresholds or Green-E thresholds.

C.
Waste-To-Energy

DOER and the consultants began by clarifying that waste-to-energy (WTE) facilities qualified for existing renewables but not for new renewables (unless a particular facility could qualify under the biomass definition).  However, new WTE could conceivably compete for fulfilling a portion of the existing renewables baseline.  Some argued that new WTE should not be able to compete for filling a portion of the existing renewables baseline. 
There was also some discussion about the definition of WTE.

· Could a 100% saw dust burning plant qualify as WTE?  What about other industrial waste? [DOER comment: probably doesn’t fit the implied definition of conventional WTE, i.e. municipal solid waste.  Could probably qualify as eligible biomass, though.]

· Can WTE be considered “in commercial use” if being heavily subsidized? 

· It is inconsistent to count 100% of WTE as renewables when it has so much plastic and other non-renewables?  Shouldn’t we derate WTE to more accurately reflect its true renewables content?  

· If WTE expands its output, should that be included as existing renewables?

· One Group member commented that no new WTE facilities are planned for Massachusetts.

· Another Group member observed that many biomass plants are looking increasingly like WTE plants with respect to the mix of feed stocks they use.

D.
Hydro

Following Bob Grace’s presentation on the consultants’ interpretation of the legislative language pertaining to the treatment of hydro facilities, there was substantial discussion about the intent of the Legislative language, “naturally flowing and hydro”.  The entire Group agreed that pumped storage would not qualify for the RPS under this definition.  However, there was substantial disagreement among members as to whether this phrasing was intended to essentially embrace all other hydro facilities or whether it was intended to restrict hydro to only those facilities that were “naturally flowing”.  .
  There were many proposed definitions discussed for naturally flowing water, such as run-of-river facilities, or those with minimal pondage.

Throughout the course of the Group’s discussions, one or more members of the Group suggested each of the following potential ways to define eligible hydro in the face of a lack of consensus with respect to Legislative intent:

1. All hydro in New England or delivered to NEPOOL (except pumped storage) without restrictions

2. All hydro under a certain size, such as 100 MW

3. All hydro that is not diverted from its original river streambed, or alternatively from its original basin (watershed?)

4. All hydro with less than a certain number of acres of pondage

5. All hydro with less than a certain number of acres of pondage per MWH

6. All hydro where water is in pondage for 10 hours or less

7. Only “low-impact” hydro (as defined by the standards set by the low-impact hydro institute)

8. Exclude rate-based facilities

9. Exclude those resources that would continue to operate on an economic basis without RPS support

Another option suggested by a Group member, regardless of the definition selected above, was to not allow any new hydro to compete against existing resources.

Additional comments, concerns, and questions raised by Group members during the course of the discussion included:

· The Legislature intended to only include environmentally sound facilities w/o concern for location.  The intent was to only support low-impact hydro.

· Two hydro certification programs were mentioned as possibilities for defining environmentally sound hydro :

· Low Impact Hydropower Institute, “Low Impact Hydropower Certification Program,” draft, July 23, 1999.

· Scientific Certification Systems (a plant-by-plant life-cycle impact analysis)

· Only support hydro and other renewables that need financial support

· One group member argued that RPS was meant to reduce air emissions; others countered that the RPS is designed to reduce all environmental problems not just air emissions

· Some argued that all hydro will run with or without the RPS; others countered that this was not accurate, that many smaller plants have operating costs exceeding commodity market prices.

· Several members raised concerns about potential market power issues if all hydro was allowed into the RPS.  Concerns were about market power derived from both ownership and fuel type concentration.  Others pointed out that whereas the Legislature appeared concerned about market power issues in other areas of the Restructuring Act, it did not express concern or propose remedies in the RPS section of the Legislation.

The Group agreed that it would be helpful to look at the potential impacts on the amount of eligible hydro, and the effect on the baseline of the various potential definitions of hydro and requested that DOER and its consultants prepare some rough cut numbers to inform future discussions on hydro eligibility issues.

E. Dual and Mixed Fuels

There was general agreement that (at least in theory) any qualifying renewables used in a dual or mixed fuel facility should be eligible under the RPS.  However, some members raised some practical concerns and others recommended potential fixes as represented below:

· We need a credible tracking system for this to work.

· How do you know the renewable fuel (e.g., biomass) is meeting the emission requirements when it’s co-fired?

· What if it extends the life of a coal plant, or the use of coal in that plant?  Should there be some type of penalty or derating of the renewable output if co-fired?

· Perhaps only allow renewables to qualify in facilities where at least 75% of the fuel is qualifying renewables.

· Develop clear guidelines, don’t implement this on a case-by-case basis.

H. Adding Eligible Technologies

DOER and its consultants reviewed the Legislation with respect to adding additional qualifying renewables to the RPS list.  The Consultants recommendation was not to add additional qualifying renewables at this time, but to let the RPS get started first.  He further recommended that new technologies only be added sparingly, if at all to foster greater market stability.  There was no general disagreement with the Consultant’s wait-and-see recommendation from Group members.  However, Group members offered several qualifying comments.

· DOER should be keeping its eyes out at all times for attractive, lower cost technologies that could be added.

· Don’t change the definitions lightly.

· Consider adding additional qualifying technologies if environmental problems increase.

I. Geographic Location

The Group discussed location generally, and agreed that the Consultants’ overall framework to allow all renewables located in NEPOOL and renewable power actually delivered to NEPOOL that meet the various other resource and technology requirements to be eligible for the RPS.   However, one party queried as to whether there was any inconsistency with this definition and how location was being defined for purposes of calculating the baseline.  [The Consultant claimed that there would not be.]  

The Group then briefly discussed renewables located “behind the meter” and “off grid”.  For “behind the meter” renewables there was general agreement that if you could meter it you should be able to count it.  There also appeared to be a willingness to entertain other non-hourly-metered approaches for very small installations.  Finally, there was a concern that any host or owner for a behind-the-meter installation, should not be required to buy green power from a supplier as a condition for that generation to be eligible.

For “off grid” installations the Consultants’ initial recommendation was not to count it as it would likely be relatively small, would not necessarily displace electrical generation, may fail the definition of sales to Massachusetts customers
, and that suppliers to off-grid customers were not jurisdictional.  Some Group members concurred that this was probably too small to worry about.  While numerous other Group members felt that if it was big enough to meter, it should be eligible for the RPS – but all agreed to limit eligibility only to installations in Massachusetts.  [The Facilitator mentioned off-grid pv-powered outdoor lighting in downtown Providence as an example where an off-grid installation (justified in large part by avoided trenching costs) may actually be displacing electrical generation.]  

IV.
Next Steps

The next meeting will be on February 17th at Foley, Hoag, & Eliot.  White Papers and Policy Papers on Design and Implementation Issues, Early Start Triggers, and Evaluation Criteria and Methodology will be distributed prior to that meeting and be its primary focus.  The Group will also discuss “Exclusions from Eligibility” which was not covered during the January meeting due to time constraints.

�  The entire Group also agreed that the Legislature intended that hydro would not be eligible for the new RPS unless some new hydro technology was specifically added later by DOER.  


�  The eight


criteria that the Institute is considering for determining low-impact hydro are


(1) river flows, (2) water quality, (3) fish passage and protection, (4)


watershed protection, (5) threatened and endangered species, (6) cultural


resource protection, (7) recreation, and (8) facilities recommended for removal.


� DOER’s Consultant commented that the RPS was not about equipment sales but sales of energy; and that if there was value in RPS eligibility, the market would structure transactions so that there was an energy sale.
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