
MEMORANDUM

To:
Fuel Diversity Working Group

From:
William P. Short III (Indeck Maine Energy, L.L.C.)

Date:
November 23, 2003

Re:
New England Renewable Portfolio Standards


Impact on Load Growth – 2004-2010

Over the past six years, several New England states (Connecticut, Massachusetts and Maine) have enacted or modified their Renewable Portfolio Standards (“RPS”).  These laws plus proposed or revised RPS statutes (Rhode Island and Maine) should insure that New England consumers should realize that most, if not all, of their new supplies of electrical energy will be from new renewable energy generators.  Thus, significant fuel diversity should be realized with minimal effort by either NEPOOL or ISO-NE.

Discussion

Two of the three existing RPS, Connecticut and Massachusetts, mandate sizable amounts of new renewable resources.  Below are the percentages and amounts of retail load of investor-owned utilities in these states that must come from new renewable resources:

Year
        Connecticut (1)

    Massachusetts (2) 

New England-Wide (3)

    Percentage
GWh

Percentage
GWh

   Percentage
  GWh

2004
       1.0%
   300

   1.5%

   750

      0.83%
  1,050

2005
       1.5%
   450

   2.0%

1,000

      1.14%
  1,450

2006
       2.0%
   600

   2.5%

1,250

      1.46%
  1,850

2007
       3.5%
1,050

   3.0%

1,500

      2.01%
  2,050

2008
       5.0%
1,500

   3.5%

1,750

      2.56%
  3,250

2009
       6.0%
1,800

   4.0%

2,000

      2.99%
  3,800

2010
       7.0%
2,100

   5.0%

2,500

      3.62%
  4,600

(1) Assumes annual IOU load of 30,000 GWh and no load growth.

(2) Assumes annual IOU load of 50,000 GWh and no load growth.

(3) Assumes annual load of 127,000 GWh for 2003 and no load growth thereafter.

Besides these existing RPS, proposed or revised RPS in Rhode Island and Maine would further fill up load growth for the balance of the decade.  Based upon introduced legislation (but not enacted) in these states, below are the percentages and amounts of retail load of investor-owned utilities in these states that would come from new renewable resources:

Year
      Rhode Island (4)

            Maine (5)___

 New England-Wide (6)

    Percentage
GWh

Percentage
GWh

   Percentage
  GWh

2004
       0.0%
       0

   0.0%

       0

      0.08%
         0

2005
       1.5%
   180

   0.5%

     60

      0.19%
     240

2006
       3.0%
   360

   1.0%

   120

      0.38%
     480

2007
       4.5%
   540

   1.5%

   180

      0.57%
     720

2008
       6.0%
   720

   2.0%

   240

      0.76%
     960

2009
       7.5%
   900

   2.5%

   300

      0.94%
  1,200

2010
       9.0%
1,080

   3.0%

   360

      1.13%
  1,440

(4) Assumes annual IOU load of 12,000 GWh and no load growth.

(5) Assumes annual IOU load of 12,000 GWh and no load growth.

(6) Assumes annual load of 127,000 GWh for 2003 and no load growth thereafter.

In summary, New England’s future load growth could easily come from state-mandated RPS resources if load growth is moderate (less than 0.75% per annum).  The following table summarizes the impact of this enacted and proposed state RPS.

Year
           Existing (4)     

         Proposed (5)__

 New England-Wide (9)

    Percentage
GWh

Percentage
GWh

   Percentage
  GWh

2004
       0.83%
1,050

   0.08%
       0

      0.83%
  1,050

2005
       1.14%
1,450

   0.19%
   240

      1.33%
  1,690

2006
       1.46%
1,850

   0.38%
   480

      1.83%
  2,330

2007
       2.01%
2,050

   0.57%
   720

      2.18%
  2,770

2008
       2.56%
3,250

   0.76%
   960

      3.31%
  4,210

2009
       2.99%
3,800

   0.94%
1,200

      3.94%
  5,000

2010
       3.62%
4,600

   1.13%
1,440

      4.76%
  6,040

(7) Assumes annual load of 127,000 GWh for 2003 and no load growth thereafter

(8) Assumes annual load of 127,000 GWh for 2003 and no load growth thereafter.

(9) Assumes annual load of 127,000 GWh for 2003 and no load growth thereafter.

Despite the current poor state of economics for fossil-fired generators in New England, the future for renewable energy generators is very optimistic.  The aforementioned existing RPSs mandate that LSEs either procure NEPOOL GIS certificates from such generators or make payments of $50.00 or more per MWh to their state energy agencies.  Presently, such certificates trade for approximately $45.00 per MWh.  

Subsidies for new renewables do not stop here.  The proposed Energy Act of 2003 contains tax credits worth between $12 and $18 per MWh.  Adjusting these numbers for federal and state taxes, these tax credits are worth, on a pre-tax basis, between $20.00 and $30.00 per MWh.  When one assumes that such renewables will also be paid for their electrical energy, the total revenues for new renewable easily approach $110.00 per MWh.  Thus, there should be little doubt that this generation will be built, absent only in certain areas due to NIMBY reactions or transmission line limitations.  

Given the significant amount of non-energy revenues, it may be possible for new renewables to be built with a complete disregard for the price of electrical energy and even the penalties arising under SMD for failure to properly schedule or deliver electrical energy. (10)  Accordingly, although renewables may prove significant fuel diversity benefits, if concentrated in generation pockets (e.g., Maine), in large quantities (e.g., 2,000 MW) and be of an intermittent nature (e.g. wind), they could push completely off-line efficient base-load fossil-fired units in periods when these intermittent units are not scheduled but produce.  Conversely, if these intermittent renewable units stop generating unexpectedly, it may be impossible to bring back these efficient base load, fossil-fired units in time to serve load.  Since NEPOOL is critically short of quick start generation, reliability may be threatened.  

In summary, state-mandated RPSs will probably solve a large part of NEPOOL’s long-term fuel diversity problem over the next several years.  If reliable renewables or intermittent renewables committed to an SMD protocol provide the bulk of this supply, reliability should be improved regardless of where such generation is built.  If intermittent renewables are developed in generation pockets in large quantities with no resultant requirement to commit to the day ahead market, reliability may become compromised.

cc:
Gordon Van Wielie (ISO-New England)


Dennis J. Duffy (Cape Wind Associates, LLC)

________

(10) The developers of the Cape Wind Project support NEPOOL SMD and a requirement that wind parks commit a reasonably high percentage of its generation into the day ahead market with the requirement that an even higher percentage be committed within the hour before dispatch.  This position is consistent with the wind scheduling protocol that is evolving in California between the California PUC, the California Energy Commission, CAISO, the three major electric utilities (SCE, PG&E and SDG&E), California Wind Energy Association and American Wind Energy Association and the major wind park operators (e.g., SeaWest and FPL Energy).  For details, please see CAISO Agreement #42, a FERC approved tariff.

