Maine Department of Environmental Protection

Maine Greenhouse Gas Action Plan Development Process

Second Energy and Solid Waste Working Group Meeting:

Monday, March 8th, 2004

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

Technical Consultant: Matt Ogonowski, CCAP

Meeting Summary

I.  Materials Distributed and Presented

Prior to Meeting:

a. Agenda

b. Production vs. Consumption memo, Matt Ogonowski, CCAP
c. Electricity and Waste Inventory, Baseline, and Model inputs, Matt Ogonowski, CCAP
d. Sector Specific GHG Reduction Options, Matt Ogonowski, CCAP
All the documents and presentations can be accessed on the website at:  http://maineghg.raabassociates.org/events.asp?type=eid&event=66
II. Welcome, Introductions, and Meeting Summary

Following brief introductions, Jonathan Raab reviewed the agenda for the day, and then asked if there were changes to the meeting summary from the last meeting in addition to the two already received.  Nobody had any changes.

.

III. Production vs. Consumption

Matt Ogonowski then reviewed his memo on production vs. consumption.  Click here to view the memo.  Matt clarified that production method was used in the current  inventory assessment and baseline projection.  He also clarified that EIA assumes that Biomass is carbon neutral.  

One Working Group member pointed out that Maine was a net exporter for the 1990-2000 period, except 1997-99, when the Maine Yankee plant was down.  Another was concerned that Maine should be consistent with other regions so that it can trade credits.  Another member of the group suggested that any approach that penalizes Maine exporters (generators and industrial) will run into opposition in the legislature and the executive branch.  

Another member suggested a 3rd consumption based approach, using the new regional  GIS system to keep track of GHG emissions in the electricity sector.  One member of the group pointed out that the GIS system tracks all units produced in New England, and allocates by consumption.   If use a GIS method going forward, one member pointed out that plant ownership and contract holdings can be reviewed for the 1990 and 2000 inventory years, based on information at the PUC.  

The Working Group asked CCAP to work up 1990, and 2000 consumption based inventories, based on consumption method using GIS going forward, and contracts for the 1990 to 2000 timeframe.  CCAP was also asked to think through transferability issues, and it was suggested that additional expertise on GIS be consulted.  

The following issues should be assessed:

· Future Tradability

· Administrative Costs

· Effect on Maine Generators

All members of the Working Group except one, agreed to recommend using a GIS consumption based approach as a policy framework, but agreed that it would also be helpful to be able to keep track on a production basis for potential transferability issues.  The Coalition for Sensible Energy dissented, preferring a production based approach due to concerns over transferability.

IV. Inventory and Baseline Assumptions and Methodology

Matt Ogonowski then reviewed the updated Energy and Solid Waste Baseline and Inventory Assumptions.  Click here to view the presentation.

Waste Inventory

Some Working Group members questioned whether the appropriate methodology was being used for small landfills, as they are shown in the presentation to produce 10x the methane from large landfills.  Mike Karagiannes from DEP said there was likely an error on page 7 of the presentation, saying that CH4 emissions from small and large landfills should be reversed (ie, large should be 507 and small 54 in 1990.  

Mike clarified that exported landfill waste was not accounted for in these figures, and that Maine is now a net importer of waste, but since 2000 new waste is going into only a few landfills.   

Another Working Group member asked why emissions from MSW has increased so much since 1990, and the State Planning Office pointed out that MSW plants burn the same amount of tons today.  Matt Ogonowski said he would double check MSW numbers to explain why they increased.  One member of the group suggested that it is perhaps due to more plastic content in waste, but another said that Maine has been increasing its recycling of plastics since 1990.  

One member of the group asked if a better number for emissions from industrial landfills could be obtained.

NEMS Model Inputs

Natural Gas Forecast

Matt reviewed various Natural Gas Price Forecasts, and the group discussed which forecasts were the most reliable.  Some Working Group members suggested the NYMEX futures contracts should be used as a forecast since they represent quasi-market prices (i.e., based on futures contracts).  One member asked what drives forecast volatility, and another said that EIA volatility is explained on their website, and Tellus can look into this and develop brief memo describing underlying factors.  Another member of the group pointed out that 2 LNG plants running in this region assumed NYMEX prices for their price forecasts.  

Following the discussion, the entire Working Group agreed to use EIA as a base case forecast and run a sensitivity at or above the NYMEX forecasts.   The Working Group members also asked Tellus to outline the major assumptions behind the EIA gas forecast, and Allison Bailie said she could provide this.

Population and Economic Forecasts:

One Working Group member said that the Colgan and ME state planning population forecasts don’t take into account the demographic bulge with baby boom retirement and therefore Maine population growth is expected to spike soon and then drop off.   Another questioned whether it was reasonable to assume ME would grow faster than New England for the 2005-2020 period.

New England Growth rates 2005-2020 in NEMS:

· GDP:  3.1% p.a.

· Population 0.5% p.a.

Tellus said the NEMS model assumes that household size is same in ME as in New England over time, but this could be tweaked for the base case.  A Working Group member suggested Maine has smaller household size.

One Working Group member said that new plants will likely be built south of ME due to transmission constraints and because it’s a net exporter, but another disagreed saying that plants in Maine are lower cost, and will displace higher cost plants outside Maine.  

No other alternatives were suggested except the census bureau, in addition to the Colgan and SPO forecasts.  The Group understood that the Stakeholder Group would need to decide this issue as it effects all the sectors, not just electricity.  Furthermore, the Group understood that the Buildings and Facilities Working Group was recommending the medium Colgan population forecast, and this Group didn’t suggest a better alternative.

Maine and New England Renewables 

One Working Group member thought the LFG heat rate looked high, and then asked why the heat rate fell from 2010 to 2020 for direct fired biomass.  Matt Ogonowski was unsure of the cause, but can work with Dave Wilby to understand this.  

Some Working Group members asked whether hydro re-licensing should be included in NEMS models.  It was suggested to add two more columns on page 19:  capital cost of hydro with and without new dams to account for potential incremental hydro.   

The group had a lengthy discussion about the wind assumptions and posed the following questions and comments around the wind assumptions:

1. Production tax credit in or out?  Most felt the tax credit was a safe assumption.

2. Current costs only look at Class 5 wind.  How would costs change if on class 3&4?  It’s unlikely that all the Maine wind development will be a Class 5 sites or that all the Class 5 sites will be built as they are primarily on ride lines where visual impacts are the greatest.

3. Capital costs are probably too low even if you assume the production tax credit is in place. 2.8cents/kWh seem too low to the group, even with a production tax credit.  5-6cents/kWh seemed more realistic to many.  One member suggested increasing costs by $1/MWh in 2010 but reducing that by $2/MWh in 2020

4. Add a step cost including off shore wind sites

5. Factor in costs to access transmission lines

6. 2000 MW may be too high for wind siting, depending on supporting policies.  

Beth Nagusky reported that Maine (ERC and LURC) was putting together a wind siting and permitting guidance document that should be available in draft in 4-6 weeks.

A member of the group said only 1 biomass facility has a QF contract and 9 do not, so Tellus / CCAP should see if NEMS makes an adjustment for existing biomass facilities.  Some Working Group members suggested putting existing biomass plants that are not running as a step on the supply curve (restart + variable costs), separate from new biomass plants.  

V. E&SW GHG Reduction Options

The Group began by comparing the reductions required to meet E&SW’s proportional 2010 and 2020 targets to the emissions reductions estimated from all identified ES&W measures combined:  Note that the numbers in the table are all on a production basis.

	
	2010 MMTCO2 reduced
	2020 MMTCO2 reduced

	Electricity Pro Rata Goal
	1.4 
	2.2 

	Solid Waste Pro Rata Goal
	.3
	.6

	Total
	1.7
	2.8

	
	
	

	All Measures Combined
	2.4
	3.2


The Group concluded that it would need most of the options to meet a pro rata share of the Maine 2010 and 2020 targets.

Click here to view the assumption document updated before the meeting.

1.1 Renewable Portfolio Standards

The Group agreed that the RPS before the Legislature has changed several times, and is likely to change again.  Beth Negusky explained that Maine has a 30% RPS, and some fossil Cogen and MSW are included.  Matt clarified that this is in the baseline.  The proposed RPS adds an additional tier for non CO2 emitting sources.  The current proposal articulates a 5%.increase in non carbon renewables by 2010 or 2012, and caps out at 5%.  The Group agreed to model the RPS at 5% in 2010 and 10% in 2020.  If and when Legislation is passed and signed, the analysis would be updated with the new RPS.  The Group further agreed that the modeling should include out of state renewables as eligible.

Some Working Group members thought that emission rates seemed low in 2010.  Tellus said the NEMS model will replace the placeholder average rates for the gridwith emissions rates from marginal units.  One member of the group said that today’s marginal emissions rates are closer to 1300, in contrast to the average emission rate of 598 used for  2010.  Some thought the wind price should be lower.

1.2 System Benefit Charge

The Working Group agreed that the SBC should be limited to Maine based resources, and include incremental hydro and repowering without building new dams.  The Group also agreed that it should be modeled with and without including support for wind.  The Group further agreed that it was appropriate to model the SBC at 0.5 mills/kwh which is the current MA level and in between CT and RI.

The Group then discussed the issue of making sure that any renewable tags associated with SBC funded renewable projects remaining under Maine’s control even under a consumption based tracking system.

1.3 State Green Power Options

The Working Group agreed that the base case should be 30%,  and p.16 needed to be corrected (change 50% to 30%).  It also agreed that state funded universities should be included in  this option and that there should be a preference for in state renewables, but not a requirement..  One member suggested bundling this option with energy efficiency measures delivered through Efficiency Maine in the final packaging.  

1.4 Carbon Capture

The Working Group felt this was not commercially viable in the next 20 years, but should be added to a watch list along with hydrogen.

1.5  Biomass Generation

One member pointed out that the 16 MW Athens plant will be in operation next year, and the Indeck plant is now running due to the MA RPS.  In addition, Worcester may re fire as a wood fired facility due to MA RPS.  

One Working Group member suggested showing biomass on both sides of the equation, and how they net out to 0, so if methods change, credits can be obtained.

The group agreed to follow state guidance for biomass assumptions, and it will be taken up in the Stakeholder Group.

1.6 Repowering Old Plants

DEP suggested removing this option as there are no good candidates, and limited data is available.  

1.7 Hydrogen

The Working Group agreed to move this option to a “watch list”, as it doesn’t seem likely in the near term.

1.8 Combined Heat and Power

The Working Group agreed to:

a) Let Tellus look for cost data

b) Consider  fuels other than gas.   

· One Working Group member suggested consulting with Joan Saxe about fueling new CHPs.  

The Working Group then discussed the policy path that needed to be clarified for this option:

a) Subsidy route (e.g., SBC):

b) Remove implementation barriers: 

· Interconnection Standards

· Back up rates

· Environmental Standards

Angela Monroe from the PUC said she can send Matt Ogonowski the Maine PUC report on DG from 2-3 years ago.  

1.9 Regional Cap and Trade

Jonathan Raab gave a brief update on the Regional Carbon Cap and Trade, saying the RGGI staff group has begun to meet regularly, and are in the process of selecting a regional stakeholder group.  More information is available on their website:  http://www.rggi.org/
1.10 Emission Standards

The group felt this option needed to be emphasized and strengthened only if tracking was done on a production basis, otherwise its not clear how it could help meet the consumption-based targets.  

1.11 Interconnection Rules and Transmission Barriers

The Working Group suggested checking out PUC, IEPC, IEPM, and California studies for more information.

1.12 Offset Requirements

The Working Group agreed that this was another production-based policy.  One member of the group pointed out the assumption that Maine gets less efficient (more emissions) over time due to natural gas plants, while New England gets more efficient (less emissions), due to nuclear power plant upgrades.   Another Working Group member pointed out that this could discourage the construction of new, cleaner fossil fuel plants.

Another Working Group member suggested considering other offset approaches, not just for new facilities.  One suggested creating an offset fund for efficient plants. 

2.1 Convert Landfill Methane to Energy 

One Working Group member thought flaring methane at all landfills may not be feasible by by 2009 due to the lack of adequate collection.  Another suggested the following adjustment to Scenario 1:  Subtract the estimated revenue obtained from the sale of electricity from the total cost of generation.  Some were concerned about double counting reductions from flaring and electricity generation.

2.2 Resource Recovery Facility

The Working Group felt Maine is not likely to build new plants, but has potential to increase capacity.  Likely wouldn’t help meet 2010 and 2020 targets, but could help in long term.

2.3 Recycling

One Working Group member suggested locating manufacturing and CHP facilities at a recycling center.  Another suggested recognizing the impact of the bottle bill.  Consider bumping up targets and goals.  A member of the group said facilities to recycle construction debris may be added in 3-5 years.  Another said that if recycling is mandatory and too expensive, this could encourage illegal dumping.  
XI. Next Steps / To Do’s

· Meeting Summary (Raab Associates, Ltd.,)

· GIS Consumption based methodology (Matt Ogonowski):

· Work up 1990  and 2000 inventory and 2010 and 2020 baseline forecasts based on consumption using plant ownership data, and contracts for inventory work. 

· Consult GIS experts 

· Think through 

· Transferability issues 

· Future tradability

· Administrative Costs

· Effect on Maine Generators

Inventory, Baseline, Model Assumptions:

· Correct small and large landfill CH4 data on page 7 of Waste Inventory presentation (Mike Karragiannes, Matt Ogonowski)

· Double check and explain why MSW numbers increased.  (Matt Ogonowski)
· Seek a better number for emissions from industrial landfills, if possible (Matt Ogonowski)
· Write brief memo to describe volatility drivers and major assumptions behind EIA gas forecast (Tellus) 
· Check LFG heat rate (seemed high?), determine why heat rate fell from 2010 to 2020 for direct fired biomass.  (Matt Ogonowski and Dave Wilby)  

· Add two more columns on page 19 of NEMS model assumptions, and estimate the capital cost of increased hydro with and without new dams. (Matt Ogonowski) 

· Check if NEMS makes appropriate adjustment for existing biomass facilities (Tellus / CCAP).

· Reevaluate Wind and Biomass cost estimates taking into account working group input (Matt Ogonowski)
Options

· Update NEMS model with higher marginal emissions rates in 2010 (Tellus).  

· Model RPS at 5% in 2010 and 10% in 2020. (Tellus, CCAP)
· Update SBC assumptions (Matt Ogonowski)
· Update Green power assumptions (Matt Ogonowski)
· Show biomass on both sides of the equation, and how it nets out to 0 (Matt Ogonowski)
· Look for CHP cost data (Tellus)
· Consulting with Joan Saxe about fueling new CHPs.  (Matt Ogonowski)
· Review Maine PUC report on DG (Angela Monroe to send to Matt Ogonowski)

· Stakeholder Meeting April 8th in DEP response room to cover:

· Prod vs. consumption

· Forecasts

· Cross cutting issues:

· Biomass GHG neutral

· Combine with BFM:

· CHP

· State purchases of Green power

· Energy Efficiency measures
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