
 
 

To: Rhode Island Division of Public Utilities and Carriers 
From: Dick Hahn – La Capra Associates, Inc. 
Re: Docket 4371 - Long-Term Contracting for Renewable Energy Recovery Factor 
Date: December 6, 2012 
--------------------------------------------------------------------------------------------------------------------- 

On November 16, 2012, NGRID filed a petition with the Rhode Island Public Utilities 
Commission (“Commission”) for approval to change the Long-Term Contracting for Renewable 
Energy Recovery (“LTCRER”) Factor (“Factor”) to be included in its retail rates.  The current 
Factor is $0.00007 per KWH effective through March 31, 2013.  From January 1, 2013 through 
June 30, 2013, NGRID states that it expects to incur $617,217 in above market costs associated 
with long-term renewable contracts.  These costs are specifically from the landfill gas project in 
Johnston, RI, which is referred to as RI Genco.  To recover these above market costs, NGRID 
states that it needs to charge an additional $0.00016 per KWH for the first six months of 2013.  
The existing charge is $0.00007 per KWH through March 31, 2013.  Thus, the Factor for the first 
three months of 2013 will be $0.00023 per KWH and will become $0.00016 per KWH for April, 
May, and June.  The Division requested that La Capra Associates review this filing.  In this 
memo, I summarize the results of that review. 

We reviewed the filing and the Company’s response to three sets of data requests - two from the 
Commission and one from the Division.  Our review found that for the most part, NGRID’s 
filing of the new Factor was fairly straightforward.  We did find two issues - the estimated output 
of RI Genco and Forward Capacity Market (“FCM”) revenues - which we wish to bring to your 
attention. 

RI Genco Output 

NGRID estimates the output of the RI Genco for the first six months of 2013 to be 101,638 
MWH.  This was derived by multiplying the Contract Capacity of 27.3 MW by 4,380 hours and 
the estimated capacity factor of 0.85.  The Contract Capacity is a defined term that is used to 
measure compliance with Rhode Island’s long-term renewable energy contracting statute.  The 
facility’s Contract Capacity equals the total capacity of 32.1 MW multiplied the estimated annual 
capacity factor of 0.85 or 27.3 MW.  Thus, in estimating the output for the first half of 2013, the 
85% capacity factor has been applied twice.  We believe that the estimated output should be 32.1 
MW times 4,380 hours times 0.85, or 119,508.  In its response to Commission 1-2, the Company 
acknowledges this to be the appropriate way to estimate the output of the facility.  The Company 
also states that it will not revise its proposed Factor of $0.00016 per KWH to reflect this revised 
estimate.  In the next section of this memorandum, I discuss potential other changes to the 
calculation of the LTCRER Factor.  If other changes are made, the Company should include the 
correction discussed here in those revised calculations. 
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FCM Revenues 

NGRID did not include any estimate of capacity revenues in its proposed Factor.  We reviewed 
capacity auction results from ISO New England, which showed that RI Genco had obtained a 
capacity obligation and the rights to FCM revenues for the two 12-month power years from June 
1, 2012 through May 31, 2013 and from June 1, 2013 through May 31, 2014.  In Division data 
request 1-8, we inquired why there was no capacity revenues reflected in the proposed Factor.  
The Company’s response was that RI Genco had shed its capacity obligation for June 1, 2012 
through May 31, 2013, so no revenues should be reflected for that period.  NGRID 
acknowledged that RI Genco would receive capacity revenues for June 2013, estimated to be 
$99,800.  This was determined by NGRID by multiplying the facility’s capacity of 32,000 KW 
times a capacity price of $3.119 per KW-month.  According to the response to Division data 
request 1-8, the Company did not include this one-month estimate of capacity revenues because 
“it would be more appropriate to include capacity revenues once the facility has the ability to 
demonstrate its capability, which would occur after it becomes commercially operational.” 

The Power Purchase Agreement (PPA) between National Grid and RI Genco describes how 
capacity market revenues and the results of participation in ISO-NE capacity markets are to be 
dealt with.  The Seller is RI Genco and the Buyer is NGRID. 

• Section 4.8(a) of the PPA states that “ [s]ubject to all other terms of this Agreement, the 
actions of Seller in the Forward Capacity Market, as set forth in this Section 4.8, are for 
the economic benefit of Buyer, as set forth in Exhibit E.” 

• Section 4.8 (c) states that “Seller shall retain the ability to take such actions as are 
appropriate to manage Capacity Commitments through Internal Bilateral Transactions 
and participation in reconfiguration  auctions; provided, however, that such actions shall 
not affect the adjustment to the Bundled Price for Capacity set forth in Exhibit E hereto.” 

• Section 3 of Exhibit E entitled Adjustment to Bundled Price for Forward Capacity 
Market Payments describes how the Bundled Price is to be reduced monthly for any 
capacity revenues received by the Facility.  It further states that “[i]f the Facility has not 
qualified as a Capacity Resource or received a Capacity Supply Obligation for the 
relevant Capacity Commitment Period, Buyer shall calculate the reduction due under this 
section 3 assuming the Facility had qualified as a Capacity Resource and received a 
Capacity Supply Obligation.”   

Based upon a review of the PPA, I disagree that no capacity revenues should be reflected in the 
calculation of the proposed Factor.  The Company concedes that RI Genco will have an actual 
capacity obligation for June 2013.  A reasonable estimate of the parameters of this obligation for 
RI Genco is 32,000 KW and the FCM clearing price applicable to this facility in this month is 
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$2.516 per KW-month.  Thus, a reasonable estimate of the June 2013 one-month capacity 
revenue is $80,512.  This amount should be included in the proposed Factor. 

Further, Exhibit E requires a reduction in the Bundled Price even if the Facility does not have a 
capacity obligation and receive capacity revenues.  Since this Exhibit E applies after the 
Commercial Operation Date, it is appropriate to impute a capacity revenue stream for the 
January to May 2013 period.  Assuming an estimated 32,000 KW capacity obligation and an 
FCM price of $2.535 per KW-month, this reduction over the five-month period would be 
estimated at $405,600. 

In addition, it appears that RI Genco achieved a net financial gain from acquiring and then 
shedding its capacity obligation and the right to receive capacity revenues during the June 1, 
2012 to May 31, 2013 period.  In the original forward capacity auction for this period, RI Genco 
cleared capacity was 37,000 KW1 at a price of $2.535 per KW-month.  Total capacity revenues 
for this 12-month period are about $1,125,540.  It is possible that in a subsequent annual 
reconfiguration auction, RI Genco shed at least part of its capacity obligation for this same 
period at a price of $0.95 per KW-month, or $296,400.23  Thus, for the 26 MW obligation that 
appears to be shed via a reconfiguration auction, RI Genco appears to have reaped a financial 
gain of $494,520 for the June 1, 2012 to May 31, 2013 period, or $41,210 per month.4

This proceeding is moving on a very tight schedule.  I received the Company’s responses to 
Division and Commission data requests on December 4th.  I analyzed them as quickly as I could, 
and prepared this memorandum.  The Division submitted follow-up discovery requests on 
December 5th   to obtain additional information to finalize my recommendation to the 
Commission...  It is uncertain if the Company will be able to respond to those questions in 

  $288,470 
of this amount would be received for the last seven months of 2012.  Since the PPA requires 
NGRID to be the beneficiary of activity of RI Genco in the forward capacity market, then any 
gain from such participation should accrue to NGRID and ultimately Rhode Island customers.  It 
is unclear if there are revenues associated with capacity levels above 26, 000 KW.  It is also 
possible that RI Genco shed the obligations through bilateral transactions, which could have 
resulted in a financial gain for one or both of the obligations, but details of these transactions are 
not publicly available.   

                                                           
1 This total consists of two assets with separate obligations—asset #14599 with a 26,000 kw obligation and asset 
#14619 with an 11,000 kw obligation. 
2 $0.95*26,000*12. 
3 Bid and offer data are available from ISO-NE for the second and third reconfiguration auctions related to FCA3 
(the June 2012 to May 2013 period), but the identities of the assets and participants are masked.  In the second 
auction, there appears to be a demand bid of $1.50 for 26 MW in the Rest of Pool zone, which would match the one 
of capacity supply obligations of RI Genco.  A demand bid at this level would have cleared the auction, which 
would result in shedding of the obligation at the price of $0.95.  There was a demand bid for 11 MW but it is for the 
Maine zone. 
4 ($2.535 - $0.95)*26,000*12  = $494,520 
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advance of the hearing, which is scheduled for Monday December 10th.  Given the somewhat 
complex nature of capacity markets, the Company should be afforded sufficient opportunity to 
respond to the issues raised in this memo.  We should attempt to reach consensus on the 
appropriateness of the reductions associated with capacity revenues discussed herein, and the 
best estimates of what the appropriate above market costs should be. 

Thus, I summarize the potential estimated reductions in above market costs as follows: 

• $80,512 for estimated capacity revenues for June 2013. 
• $405,600 for imputed capacity revenues for January to May 2013. 
• $288,470 associated with a financial gain from participation in forward capacity markets 

from June to December 2012. 

Summing the above reductions results in a total reduction in the estimate of above market costs 
of $774,582.  The first two of these reductions equal $486,112 and are expressly called for under 
the PPA.  I believe that there should be no dispute regarding the appropriateness of these 
changes.  The third reduction of $288,470 is less certain and largely dependent upon which 
specific actions were undertaken by RI Genco in managing its capacity obligations and 
participating in the FCM.  The follow-up discovery that was submitted to NGRID on December 
5th should help determine a final adjustment to the Factor for this third item.  NGRID will likely 
need information from RI Genco in responding to these questions. 

Conclusion 

Through the PPA between RI Genco and NGRID, Rhode Island ratepayers are providing a 
guaranteed revenue stream to RI Genco to build, own, and operate this landfill gas facility.  The 
Commission should ensure that all appropriate benefits from this PPA are captured and flowed 
through to Rhode Island customers.  I recommend that the Commission direct NGRID to pursue 
discussions with RI Genco to determine whether RI Genco did in fact achieve a financial gain 
from forward capacity markets during the capacity year from June 1, 2012 through December 31, 
2012.  If such a gain was achieved, as I believe it did, then RI Genco should pay NGRID an 
amount equal to that gain pursuant to the PPA.  Once the amount is known, it can be reflected in 
the proposed LTCRER Factor, along with the other adjustments discussed above.   

If the verification of such a financial gain and the finalization of other adjustments cannot be 
completed in time to establish a new Factor to be effective January 1, 2013, then the Commission 
should approve a Factor with June 2013 estimated capacity revenues and the January to May 
2013 imputed capacity revenues included.  This reduction in estimated above market costs is 
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$486,112.  Any appropriate financial gain from forward capacity markets from June 1, 2012 
through December 31, 2012 can be reflected in a new Factor effective March 31, 2013. 



  
 
 
 
 

June 7, 2010 
 
 

VIA HAND DELIVERY & ELECTRONIC MAIL 
 

 
Thomas Ahearn, Administrator 
c/o Luly E. Massaro, Division Clerk 
Rhode Island Division of Public Utilities  
89 Jefferson Boulevard 
Warwick, RI  02888 
 
 RE:  Town of Johnston Project  
 
Dear Ms. Massaro: 
 
 On May 20, 2010, Rhode Island enacted R.I.G.L. §39-26.1-9 (Section 2 of the legislation designated 
as 2010 S-2842 Substitute A As Amended-An Act Relating to Public Utilities and Carriers-Long-Term 
Contracting Standard for Renewable Energy).  This statute authorizes The Narragansett Electric Company 
d/b/a National Grid (“National Grid’ or the “Company”) to procure a commercially reasonable long-term 
contract for a newly developed renewable energy resource fueled by landfill gas from the central landfill in 
the town of Johnston, Rhode Island.  The legislation requires that The Narragansett Electric Company shall 
provide certified copies of the executed agreement to the Administrator of the Division of Public Utilities 
and Carriers (the “Division”), the Executive Director of Rhode Island Economic Development Corporation, 
the Administrator of the Office of Energy Resources, and the Director of the Department of Administration 
for their review and certification.   
 
 Pursuant to the provisions of R.I.G.L. §39-26.1-9, I am providing the enclosed certified copy of a 
Power Purchase Agreement entered into between National Grid and Rhode Island LFG Genco, LLC dated 
May 21, 2010.        
 

Thank you for your attention to this transmittal.  If you have any questions, please feel free to 
contact me at (401) 784-7667.  
 
        Very truly yours, 

 
 
        Thomas R. Teehan 
Enclosure 
 
cc: Steve Scialabba, Division 
 Stephen Galowitz, Ridgewood Renewable Power, LLC 

Thomas R. Teehan 
Senior Counsel 



  
 
 
 
 

June 7, 2010 
 
 

VIA HAND DELIVERY  
 

Mr. Keith Stokes, Executive Director 
RI Economic Development Corp. 
315 Iron Horse Way, Suite 101 
Providence, RI   02908 
 
 RE:  Town of Johnston Project  
 
Dear Mr. Stokes: 
 
 On May 20, 2010, Rhode Island enacted R.I.G.L. §39-26.1-9 (Section 2 of the legislation designated 
as 2010 S-2842 Substitute A As Amended-An Act Relating to Public Utilities and Carriers-Long-Term 
Contracting Standard for Renewable Energy).  This statute authorizes The Narragansett Electric Company 
d/b/a National Grid (“National Grid’ or the “Company”) to procure a commercially reasonable long-term 
contract for a newly developed renewable energy resource fueled by landfill gas from the central landfill in 
the town of Johnston, Rhode Island.  The legislation requires that The Narragansett Electric Company shall 
provide certified copies of the executed agreement to the Administrator of the Division of Public Utilities 
and Carriers (the “Division”), the Executive Director of Rhode Island Economic Development Corporation, 
the Administrator of the Office of Energy Resources, and the Director of the Department of Administration 
for their review and certification.   
 
 Pursuant to the provisions of R.I.G.L. §39-26.1-9, I am providing the enclosed certified copy of a 
Power Purchase Agreement entered into between National Grid and Rhode Island LFG Genco, LLC dated 
May 21, 2010.        
 

Thank you for your attention to this transmittal.  If you have any questions, please feel free to 
contact me at (401) 784-7667.  
 
        Very truly yours, 

 
 
        Thomas R. Teehan 
Enclosure 
 
cc: Thomas Ahearn, Administrator 
 Steve Scialabba, Division 
 Stephen Galowitz, Ridgewood Renewable Power, LLC 
 
 

Thomas R. Teehan 
Senior Counsel 
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June 7, 2010 
 
 

VIA HAND DELIVERY  
 

Mr. Ken Payne, Administrator 
Office of Energy Resources 
State of Rhode Island 
One Capitol Hill 
Providence, RI   02908 
 
 RE:  Town of Johnston Project  
 
Dear Mr. Payne: 
 
 On May 20, 2010, Rhode Island enacted R.I.G.L. §39-26.1-9 (Section 2 of the legislation designated 
as 2010 S-2842 Substitute A As Amended-An Act Relating to Public Utilities and Carriers-Long-Term 
Contracting Standard for Renewable Energy).  This statute authorizes The Narragansett Electric Company 
d/b/a National Grid (“National Grid’ or the “Company”) to procure a commercially reasonable long-term 
contract for a newly developed renewable energy resource fueled by landfill gas from the central landfill in 
the town of Johnston, Rhode Island.  The legislation requires that The Narragansett Electric Company shall 
provide certified copies of the executed agreement to the Administrator of the Division of Public Utilities 
and Carriers (the “Division”), the Executive Director of Rhode Island Economic Development Corporation, 
the Administrator of the Office of Energy Resources, and the Director of the Department of Administration 
for their review and certification.   
 
 Pursuant to the provisions of R.I.G.L. §39-26.1-9, I am providing the enclosed certified copy of a 
Power Purchase Agreement entered into between National Grid and Rhode Island LFG Genco, LLC dated 
May 21, 2010.        
 

Thank you for your attention to this transmittal.  If you have any questions, please feel free to 
contact me at (401) 784-7667.  
 
        Very truly yours, 

 
 
        Thomas R. Teehan 
Enclosure 
 
cc: Thomas Ahearn, Administrator 
 Steve Scialabba, Division 
 Stephen Galowitz, Ridgewood Renewable Power, LLC 
 

Thomas R. Teehan 
Senior Counsel 

scanlo
Highlight



  
 
 
 
 

June 7, 2010 
 
 

VIA HAND DELIVERY  
 

Rosemary Booth Gallogly, Director 
Department of Administration 
State of Rhode Island 
One Capitol Hill 
Providence, RI  02908 
 
 RE:  Town of Johnston Project  
 
Dear Ms. Gallogly: 
 
 On May 20, 2010, Rhode Island enacted R.I.G.L. §39-26.1-9 (Section 2 of the legislation designated 
as 2010 S-2842 Substitute A As Amended-An Act Relating to Public Utilities and Carriers-Long-Term 
Contracting Standard for Renewable Energy).  This statute authorizes The Narragansett Electric Company 
d/b/a National Grid (“National Grid’ or the “Company”) to procure a commercially reasonable long-term 
contract for a newly developed renewable energy resource fueled by landfill gas from the central landfill in 
the town of Johnston, Rhode Island.  The legislation requires that The Narragansett Electric Company shall 
provide certified copies of the executed agreement to the Administrator of the Division of Public Utilities 
and Carriers (the “Division”), the Executive Director of Rhode Island Economic Development Corporation, 
the Administrator of the Office of Energy Resources, and the Director of the Department of Administration 
for their review and certification.   
 
 Pursuant to the provisions of R.I.G.L. §39-26.1-9, I am providing the enclosed certified copy of a 
Power Purchase Agreement entered into between National Grid and Rhode Island LFG Genco, LLC dated 
May 21, 2010.        
 

Thank you for your attention to this transmittal.  If you have any questions, please feel free to 
contact me at (401) 784-7667.  
 
        Very truly yours, 

 
 
        Thomas R. Teehan 
Enclosure 
 
cc: Thomas Ahearn, Administrator 
 Steve Scialabba, Division 
 Stephen Galowitz, Ridgewood Renewable Power, LLC 
 

Thomas R. Teehan 
Senior Counsel 
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