Massachusetts Division of Energy Resources

RPS Advisory Group

Meeting #12

Thursday, November 16, 2000

Meeting Summary

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

· 18 people attended the meeting, which began at 9:30 a.m. and ended at 1:00 p.m.

DOCUMENTS DISTRIBUTED

Prior to Meeting:

· DOER, Agenda for Meeting #12

· DOER, Meeting #11 Summary

· DOER, Preliminary Design Proposal - Version 3, November 14, 2000

· DOER, MassRPS Preliminary Design Proposal - 3, Catalog of Changes, November 14, 2000

At the Meeting:

· Robert C. Grace and Karlynn S. Cory, “Massachusetts RPS:  Revised Analysis of Costs and Impacts” presentation slides, November 16, 2000

· Nils Bolgen, DOER, "Preliminary Design - 3" presentation slides, November 16, 2000

ADMINISTRATIVE MATTERS

There were no corrections to the Advisory Group Meeting #11 Summary.  

GENERATION INFORMATION SYSTEM (GIS) UPDATE

Nils Bolgen gave an update on the development of a New England regional Generation Information System:

1. The NEPOOL Participants Committee voted on November 3, 2000 to . . . 

· Approve the September 29, 2000 GIS Conceptual Design,

· Approve establishment of a NEPOOL Advisory Committee for further development of the GIS, and

· Authorize and direct the NEPOOL Counsel to draft and issue an RFP for a GIS Administrator.

2. The nomination process for the Advisory Committee is under way.

REVISIONS TO COST AND IMPACTS ANALYSIS

Bob Grace and Karlynn Cory reviewed the revisions to the Cost Analysis Report.  Advisory Group members had the following comments and questions.

3. Qualifications and Limitations (slide 10):  Congestion issues could be an important swing factor, i.e. the renewable generation premium is a function of local market price, so that the addition of a congestion management system may cause some renewables to receive higher or lower rates for power.  This would affect the premium required by the renewable generator.

4. Issues Not Addressed (slide 13):  Regarding ability to distinguish between supply within and outside New England, how will imports be treated?  Answer:  The treatment of imports will be determined by the GIS.  There have been no DOER policy shifts regarding eligibility and treatment of imports.

5. Factors that Could Cause the Analysis to be Either Conservative of Optimistic:  DOER and the consultants sought feedback on a proposed table describing such factors.  The table will be incorporated into the report.

PRELIMINARY DESIGN - VERSION 3
Nils Bolgen reviewed changes to the DOER Preliminary Design for RPS, compared to the June 16, 2000 Preliminary Design.  Advisory Group members had the following comments and questions [and DOER provided the responses in brackets]:

Section 1:  Key Terms and Definitions

6. Commercial Operation and Historical Production:  What about times during which a plant is out of service?  Answer:  The 3 year average should mitigate such events.  [It was DOER's intent that once a plant first begins Commercial Operation it is considered to remain in Commercial Operation for the purpose of calculating Historical Production.  DOER will edit the definitions to make this clear.]
7. New Biomass Emission Limit:  

a. Fix the wording of this definition to make it read like an actual limit.

b. Be specific about the type of new air permit required.  Title V?  New Source Performance Standard?  [It was DOER's intent to hold plants to similar standards as new plants.]
c. Use "Green-e" emission standards.

8. Naturally Flowing Water and Hydroelectric:

a. Replace this definition with the NEPOOL daily cycle hydro definition.

b. Leave this definition the way it is.

Section 2:  Retail Electricity Supplier Requirements

9. Early Start Trigger (2.1):  

a. DOER should specify or set minimum standards for the parameters for stakeholder petitions regarding the trigger.

b. DOER should not require that the full 1% of new renewables be available at within 110% of the system average price.

c. Examine the trigger and wording in the preliminary design text in the context of certificates.

10. Reporting Requirements (2.3):  

a. What will be the compliance filing deadlines?  [Deadlines will have to be coordinated with the GIS.]
b. If certificates are "minted" on a monthly basis, within 30 days of the end of the month, and if 60 days of trading are to be allowed, then compliance filing by April 1 would not allow time for Retail Electricity Suppliers to prepare compliance filings.  RPS compliance filings should be due by April 30.

11. Existing Renewables

a. Several stakeholders commented that the reporting requirement (section 2.3) for "all renewable generation sales" should be replaced with a standard for existing renewables.  These stakeholders argue that such a standard would be more consistent with the Act.

b. One stakeholder suggested that such a standard should be set at 13.8%.

c. Stakeholders had differing opinions as to whether hydropower eligibility should be limited (e.g. to "run of river") or unlimited.

[Note:  As presented in  the "Draft Report on Sales from Existing Renewable Energy Generating Sources (May 16, 2000)" the possible baseline fractions are as follows:

· All hydro, all biomass
13.3%
· All hydro, limited biomass
13.0%
· Run-of-river hydro, all biomass
5.1%
· Run-of-river hydro, limited biomass
4.7%]
12. Early Compliance (2.4.3):  

a. The wording "provided to its end-use customers in the Commonwealth" should be modified to reflect the use of certificates.

b. Existing consumer protection guidelines and the Office of the Attorney General would prohibit the use of attributes/certificates for both green marketing and early compliance.

13. Flexibility Mechanisms - Reconciliation Period and Banked Compliance (2.4.2 and 2.4.4):  

a. Several stakeholders expressed concern about a system that would allow the market for certificates to drop to zero when supply exceeded demand, or that would allow the market for RPS-eligible certificates to spike if demand exceeds supply.  It was suggested that spikes would be more likely to occur during the 4th quarter of the Compliance Period if Retail Electricity Suppliers procrastinate in addressing RPS requirements.

b. The current NE GIS proposal does not include adequate flexibility for the purchase and sale of tradable certificates.  Removing all “banking” and “reconciliation” provisions from the RPS Protocol is premature and could preclude full development of the certificates market.

14. What happened to the concept of requiring Retail Electric Suppliers to file an "RPS compliance plan?"  Several stakeholders suggested that this feature could help ensure compliance.

Section 3:  Generation Unit Requirements

15. Statement of Qualification (3.1):  It will be difficult for a generator to obtain compliance documentation from the U.S. EPA.

16. Expansions (3.4.1):  Clarify the section title to reflect that the basis for a vintage waiver is increased production (MWh) and not necessarily linked to an expansion in generating capacity (MW).  [DOER will clarify.]
Section 5:  Penalties for Non-Compliance

17. Several stakeholders commented that if monetary fines are not used for renewables, then Retail Electric Suppliers should be required to make up any shortfall (i.e. RPS certificates) in the next Compliance Period.

Generation Information System (GIS) Conceptual Design

18. Treatment of unpurchased certificates:

a. The GIS Conceptual Design contemplates that unpurchased certificates will be allocated pro-rata to Retail Electricity Suppliers that need certificates.  This approach would constitute a "taking" of private property and could cause RPS-eligible certificates to be allocated to Retail Electric Suppliers (thereby helping the RES comply) without the RES paying any premium to the generator.  

b. Some stakeholders disagreed that allocation of unpurchased certificates would constitute a "taking" of private property.

c. One approach might be to revoke RPS eligibility for any certificates that are allocated in this manner.  An alternative would be to require that certificates be purchased, not allocated, for RPS compliance purposes.

19. Several marketers and generators expressed concern that a quarterly “closing of the books” would limit both the value of the certificates and the liquidity of the certificates market, both of which would likely increase given a trading period that matched the compliance period – i.e. one calendar year.  A calendar year compliance period should be advocated for certificates trading under the GIS program. For purposes of any quarterly disclosure requirements, the settlement for the most recent calendar year could be disclosed to consumers.

20. DOER should encourage the New England GIS to adopt fair and flexible treatment for imports and exports.

NEXT STEPS

This was the last scheduled meeting of the MassRPS Advisory Group.  Stakeholders expressed appreciation for the Advisory Group process conducted by DOER and the consultant work (Sustainable Energy Advantage, LaCapra Associates and others) that supported the effort.  DOER expressed thanks to stakeholders for the time and effort that they dedicated to the process.

DOER outlined the following next steps and tentative dates:

· Distribute final Cost Analysis Report (December 2000)

· Complete the Renewable Energy Credit Study for the legislature

· Explore coordination of financial sanctions with DTE

· Prepare "first draft" RPS regulations and circulate to Advisory Group for feedback (January 2001)

· Formally publish draft RPS regulations and hold public hearings (Spring 2001)

NOTE:  Massachusetts RPS papers and meeting summaries are posted at www.state.ma.us/doer.
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