Massachusetts Division of Energy Resources

RPS Advisory Group

Meeting #11

Thursday, September 21, 2000

Meeting Summary

Note:  If you have any corrections to this meeting summary below, please email them to Nils Bolgen at nils.bolgen@state.ma.us or present your corrections at the next Advisory Group meeting.  

· The meeting was held at the offices of the U.S. Department of Energy, Boston Regional Support Office, JFK Federal Building, Boston, MA.

· 32 people attended the meeting, which began at 9:30 and ended at 12:45.

Documents Distributed

Prior to Meeting:

· Douglas C. Smith and Karlynn S. Cory, "Memorandum:  Analysis of Costs and Impacts," March 21, 2000

· Ryan Wiser, Douglas C. Smith and Karlynn S. Cory, "White Paper #9:  Evaluation Methodology," April 20, 2000

· LaCapra Associates and Sustainable Energy Advantage, LLC, “Preliminary Cost Analysis Report.”  June 30, 2000 (distributed August 7, 2000)

· DOER, Agenda for Meeting #11

· Raab Associates, Ltd., Meeting #10 Summary

At the Meeting:

· Robert C. Grace and Karlynn S. Cory, “Massachusetts RPS:  Analysis of Costs and Impacts” presentation slides, September 21, 2000

Administrative Matters

There were no corrections to the Advisory Group Meeting #10 Summary.  

ANALYSIS OF COSTS AND IMPACTS

Overview

Nils Bolgen presented an overview of the agenda and listed the following reasons for completing the RPS Cost Analysis Report:

· good practice prior to regulations,

· provide a reference point for stakeholders, and

· evaluate the impact of specific design options.

He stated that the Cost Analysis is not intended to evaluate costs versus benefits.

Mr. Bolgen stated that the current DOER contracting budget would allow for only relatively minor modifications to the Preliminary Cost Analysis Report.

Presentations

Bob Grace and Karlynn Cory reviewed the cost analysis methodology, assumptions and results.  Advisory Group members had the following comments and questions.

Demand Assumptions

1. The Connecticut RPS currently does not include standard offer customers.  But, standard offer expires in 2004.  [Action:  The contractors will clarify this in the report]
2. The analysis should assume that lowest cost renewables are used for RPS compliance.  (LaCapra Associates assumed that some higher cost renewables (e.g. PV) would be used for green power sales, thereby pushing lower cost renewables up the supply curve.)

3. Was green power demand by large customers considered?  Answer:  LaCapra assumed a percentage of residential plus commercial customers for green power demand, but much lower penetration for commercial.

4. In estimating green power demand, did the analysis give much weight to experience in California?  Answer:  While CA was taken into account, it was heavily discounted due to the market distortion resulting from very large subsidies that made green power cheaper than commodity.

5. It would be appropriate and easy to run the analysis assuming no green power demand.

Supply Assumptions

6. Is the supply data available in a format that distinguishes between in-region and imports?  Could LaCapra include that data in the next draft of the report?  Answer:  Some supply data is region-specific.  Other data is generic.

7. Can we assume that there is no need to worry about availability of new renewables up until 2006?  Answer:  Eligible renewables should be available, if a) RPS regulations are in place soon, b) companies start building, buying and contracting for renewables, and c) imports qualify for MassRPS.  [The report will be amended to incorporate this question.]
Other Assumptions

8. What assumptions were used regarding Retail Electricity Supplier non-compliance?  Answer:  the contractor assumed that DOER had authority to ensure compliance.

9. What were the assumptions regarding cost of fossil fuels?  Should those assumptions be revisited given current trends in fossil fuel prices?  [Action:  The contractors will test the sensitivity of RPS costs to higher and lower fossil fuel prices and incorporate the results into the report.]
Analysis Limitations

10. Overall, the analysis was too conservative and may overestimate RPS costs.

11. Overall, the analysis was aggressive and may underestimate RPS costs.

12. The report should highlight the limitations up front.  [DOER and the contractor will attempt to do this.]
13. Quantify the impact of RPS on overall natural gas demand and price.  [Action:  DOER and the contractors will look closer at this issue and determine whether additional analysis is possible.]
Results - Costs

14. Rate impacts should be shown as a percentage of the total electricity bill (i.e. including transmission, distribution and surcharges) because that's what consumers look at.

15. In the range of rate impacts (slide 17) why is the difference between base and high cases greater than the difference between base and low cases?  Answer:  in the high case, supply and demand intersect at a steeper region of the supply curve.  Thus, the cost impact of increased green power demand is enhanced.

Results - Emissions Impacts

16. What generating sources were displaced by the new renewables?  Answer:  mostly oil and gas units at the margin, plus, in later years, avoided construction of a new natural gas combined cycle plant.

17. What assumptions were used for biomass and landfill gas emissions?  Answer:  assumed zero CO2 emissions (equivalent to sustainable harvest for biomass and flaring for landfill gas prior to installation of generating equipment).

18. The biomass and landfill gas emissions assumptions (e.g. for CO2) get buried in the presentation.  It would be more informative to show gross emission, offsets (e.g. for sustainable biomass harvest) and then net emissions impact.

19. Because of the cap and trade controls on generators, RPS may not lead to any net emissions reductions.  There is a working group looking at the interaction of emission reduction credits and renewable energy credits.  Certification may serve to mitigate this issue (e.g. Ecologo).

20. The analysis should look at the effect of RPS on the cost of NOx and SO2 credits.  [Action:  The contractors will perform a bounding analysis]
21. The analysis should quantify the "dispatch cost" for SO2 and NOx.

Next Steps

DOER and the contractors will review stakeholder comments and decide what improvements or clarifications to the make to the analysis and report.  DOER will distribute the final Cost Analysis Report in early November, along with a list of modifications that were made to the report.
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