
 
 
March 5, 2013 

 
 
VIA HAND DELIVERY & ELECTRONIC MAIL 
 
Luly E. Massaro, Commission Clerk 
Rhode Island Public Utilities Commission 
89 Jefferson Boulevard 
Warwick, RI  02888 
 

RE:   Review of Energy Efficiency and Advanced Gas Technology Incentives For 
12.5 MW Combined Heat and Power System 

 Docket No. 4397 
 
Dear Ms. Massaro:  
 

Enclosed for filing with the Commission is a Petition, which if approved, would provide a 
$15,890,000 incentive package to Toray Plastics (America), Inc. to install a 12.5 MW CHP 
system at Toray’s manufacturing facilities in North Kingstown, Rhode Island.  National Grid1 and 
Toray executed an offer letter on January 28, 2013 that sets forth the major terms and conditions 
of the incentive proposal to Toray.  A copy of the offer letter is attached to the Petition.  This 
project marks the first project to be considered for an incentive proposal under the recent 
amendment to the Least Cost Procurement statute, R.I.G.L. § 39-1-27.7(c)(6)(i) through (iv), and 
the terms of the Company’s 2013 EEPP, as approved by the Commission in Docket No. 4366.  As 
further described in the Petition and the offer letter, the incentive package consists of the 
following incentive payments to Toray:   

 
(i) $13,500,000 installation incentive from energy efficiency funds;  
(ii) $1,800,000 rebate payment from AGT funds; and  
(iii) $590,000 as a performance-based incentive to be paid out after the project is 

operational.   
 

The Company supports approval of the incentive package in its entirety to Toray for the reasons 
discussed below.2 
 
                                                 
1 The Narragansett Electric Company d/b/a National Grid (hereinafter referred to as “National Grid” or the 
“Company”). 
2 As noted in the Petition, Commission approval is required for the $1,800,000 AGT incentive as it is greater than 
$500,000.  See Report and Order, Docket No. 4196, at 23 (December 21, 2010).  In addition, the 2013 EEPP requires 
that the Company notify the Commission of any energy efficiency award to a single customer that exceeds 
$3,000,000 in incentive payments.  See 2013 EEPP, at 20.  Under the 2013 EEPP, the Commission may approve the 
$13,500,000 installation incentive and $590,000 performance-based incentive by one of two ways:  (i) by taking no 
action within thirty (30) days of this filing, in which event the energy efficiency incentives will be authorized to 
proceed, or (ii) by suspending this filing with respect to the energy efficiency incentives for further review 
simultaneously with its review of the AGT incentive, and issuing an affirmative order approving the incentive 
package.  See 2013 EEPP, at 20. 
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First, the incentive package advances the new law’s legislative intent to support the 
installation and investment in clean and efficient CHP by assisting Toray in moving forward with 
its project.  This project will enable Toray to use power more efficiently and potentially reduce its 
overall energy costs.  Second, the new law established specific criteria by which CHP projects 
should be measured, specifically that the value of economic and environmental benefits should be 
considered.  The Company addressed these criteria by modifying its existing CHP incentive 
program as part of its 2013 EEPP, which was approved by the Commission in Docket No. 4366.  
The energy efficiency incentive proposal and rebate levels are consistent with the terms of that 
program.  Third, the AGT incentive is consistent with the approved rebate levels established in 
Docket No. 2025 and is in line with the Company’s current budgetary allowance for the AGT 
program.  Lastly, the total amount of the incentive package is within the maximum allowable 
award under the 2013 EEPP.   

 
The Petition contains a detailed description of the project history, a breakdown of the 

incentive offer and payment schedule, and the impact to the 2013 EEPP budget.  If the incentive 
package is approved by the Commission, the parties will execute a formal agreement to 
memorialize the terms contained in the offer letter, as well as any other terms or conditions that 
the Commission may order.   

 
The Company also notes that it is required to review any AGT award in excess of $50,000 

with the Division and TEC-RI pursuant to an Integrated Resource Planning Compliance 
Settlement approved by the Commission in Docket No. 2025.  On February 27, 2013, Company 
representatives met with the Division and TEC-RI to review this filing and, specifically, the 
calculation of the AGT incentive.  The Division’s and TEC-RI’s recommendations on the AGT 
incentive are pending.      

 
For the reasons set forth above, National Grid recommends that the Commission approve 

the incentive package to Toray in its entirety.  National Grid looks forward to assisting the 
Commission in its review of this filing.  

 
Thank you for your attention to this filing.   If you have any questions concerning this 

transmittal, please feel free to contact me at (401) 784-7288. 
 

          Very truly yours, 

 
           

 Jennifer Brooks Hutchinson 
Enclosures 
 
cc:  Leo Wold, Esq. 
      Steve Scialabba, Division   
 

280 Melrose Street, Providence, RI  02907 
�     T: 401-784-7288�  �  �jennifer.hutchinson@nationalgrid.com   ��� www.nationalgrid.com 
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PETITION FOR APPROVAL OF ENERGY EFFICIENCY AND ADVANCED GAS 
TECHNOLOGY INCENTIVES FOR A  

12.5 MW COMBINED HEAT AND POWER SYSTEM 
 

National Grid1 hereby submits this Petition for Approval of Energy Efficiency and 

Advanced Gas Technology (“AGT”) Incentives for a 12.5 MW Combined Heat and Power 

System (“Petition”).  This Petition is being filed pursuant to R.I.G.L. §39-1-27.7(c)(6)(i) through 

(iv), National Grid’s 2013 Rhode Island Energy Efficiency Program Plan (“EEPP”), approved by 

the Commission in Docket No. 4366, and the Company’s Advanced Gas Technology (“AGT”) 

Program, as established in Docket No. 2025.2    

This Petition seeks the Rhode Island Public Utilities Commission’s (“Commission”) 

approval of a $15,890,000 incentive package (the “Incentive Package”) to Toray Plastics 

America, Inc. (“Toray”) to install a Combined Heat and Power System (“CHP System” or 

“Project”) at Toray’s manufacturing facilities located at 50 Belver Avenue, North Kingstown, 

Rhode Island (the “Site”).   

                                                 
1 The Narragansett Electric Company d/b/a National Grid (referred to herein as “National Grid” or the “Company”). 
2 See Report and Order, Docket No. 2025 (February 20, 1996).  The name of the program was changed from the 
DSM Program to the AGT Program in Docket No. 3859 to avoid confusion with the Company’s recently 
implemented Energy Efficiency Programs, which are sometimes referred to as DSM programs.  The Commission 
approved additional funding for the AGT Program as part of the Company’s 2010 Distribution Adjustment Clause 
filing in Docket No. 4196.  
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The Incentive Package consists of the following incentive payments: 

• $13,500,000 installation incentive (the “Installation Incentive”) from energy 

efficiency funds;  

• $1,800,000 rebate payment from AGT funds (the “AGT Incentive”); and 

• $590,000 as a performance-based incentive as provided in National Grid’s 2013 

EEPP (the performance-based incentive and the Installation Incentive are 

collectively referred to herein as the “EE Incentives”) to be paid out after the 

Project is in operation. 

With respect to the AGT Incentive, Commission approval is required for any rebate from 

AGT funds in excess of $500,000.3  In addition, there are two ways in which Commission 

approval may be granted for the EE Incentives. 4  The first way is for the Commission to take no 

action within thirty (30) days of the filing of this Petition, in which event the EE Incentives will 

be authorized to proceed.  The second way is for the Commission to suspend this filing with 

respect to the EE Incentives for further review simultaneously with its review of the AGT 

Incentive, and to issue an affirmative order approving the Incentive Package in its entirety.  In 

either event, the Company is asking the Commission to approve the Incentive Package by 

whichever means the Commission deems appropriate.   

 

 

                                                 
3 See Report and Order, Docket No. 4196, at 23 (December 21, 2010).   
4 The Company’s 2013 EEPP requires notification to the Commission of any energy efficiency award to a single 
customer that exceeds $3 million in incentive payments.  The incentives are then authorized to proceed after thirty 
(30) days from the notice filing, unless the Commission suspends the filing and/or issues an order within such 30 
day period to extend the time for further review.  See Energy Efficiency Program Plan for 2013 Settlement of the 
Parties, at 20, filed November 2, 2012, Docket No. 4366.  
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In support of this Petition, the Company states the following: 

LEGAL STANDARD 

1. In June 2012, the Rhode Island legislature enacted an amendment to the Least 

Cost Procurement Statute,5 which directed the Company to support the installation and 

investment in clean and efficient CHP, and to document this support annually in the Company’s 

energy efficiency program plans.6  The new law sets forth specific criteria with which to evaluate 

CHP projects, including, among other things, economic and environmental benefits derived from 

the investment in CHP.7   

2. In response to the directives in the new law, the Company proposed modifications 

to its existing CHP incentive program as part of its 2013 EEPP.  First, the Company modified the 

screening process for CHP projects within the total resource cost test to include the value of 

economic and environmental benefits to facilitate the development of these projects.  In addition, 

the Company proposed to alter the valuation of deferred distribution system costs for systems of 

less than 1 MW in net capacity, discounting the usual value by 25%.  The EEPP also adjusted the 

deferred distribution cost benefit to consider site-specific deferral benefits for projects of more 

than 1 MW in order to better reflect the actual conditions of CHP installations in the context of 

reliable load relief.  Applying this test, the Project passed the benefit cost ratio test under the 

2013 EEPP as a result of adding the value of economic development benefits in the ratio.  

                                                 
5 See R.I.G.L. § 39-1-27.7. 
6 See R.I.G.L. §39-1-27.7(c)(6)(i) through (iv).  The new law required that the Company factor the following 
criteria into its CHP program:  “(A) Economic development benefits in Rhode Island, including . . . investments in 
combined heat and power systems;  (B) Energy and cost savings for customers; (C) Energy supply costs; (D) 
Greenhouse gas emissions standards and air quality benefits; and (E) System reliability benefits.” 
7 See R.I.G.L. 39-1-27.7(c)(6)(iii). 
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3. Second, the CHP program under the 2013 EEPP established the following rebate 

levels:  (i) $900/kW for projects between 55-59% total net efficiency; (ii) $1125/kW for projects 

at 55-59% efficiency that also achieve at least 5% efficiency savings (either in the last five years 

or as part of the project plan); (iii) $1,000/kW for projects with 60% or greater efficiency; and 

(iv) $1250/kW for projects at 60% or greater efficiency that also achieve a similar energy 

efficiency participation.  

4. The CHP program also includes a new performance incentive program of up to 

$20/kW-year and a maximum incentive package cap of 70%, inclusive of all incentives.8   

5. The Company’s CHP program was approved by the Commission on       

December 18, 2012 in conjunction with the 2013 EEPP.9 

6. The AGT Program and methodology for determining the appropriate rebate levels 

were established in Docket No. 2025.  AGT rebate levels are determined as the lesser of a 

projected amount of (i) 75% the lifetime net present value or marginal revenue to the Company; 

(ii) 75% of total job cost; or (iii) an amount resulting in a payback period of 1.5 years, subject to 

current budgetary allowances.10   

7. As discussed below, the Incentive Package offered to Toray meets the 

requirements set forth in the statute, the 2013 EEPP, and the AGT Program and should be 

approved.  

 

                                                 
8 See Energy Efficiency Program Plan for 2013 Settlement of the Parties, Attachment 2, at 32-40.  
9 See Order No. 20911, Docket Nos. 4366 & 4367, at 4 (December 18, 2012).  
10 See Compliance Settlement, Docket No. 2025, at 3 (June 18, 1996). 
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PROJECT DESCRIPTION 

8. In March 2012, Toray, Waldron Engineering and National Grid jointly 

participated in a Technical Assistance (“TA”) Study11 to investigate the optimal CHP system for 

Toray based on their 2011 energy uses and anticipated energy and preventive maintenance costs, 

as an eligible custom energy efficiency measure in the Company’s Commercial and Industrial 

(“C&I”) Retrofit program.   

9. The TA Study concluded that the optimal CHP was a pair of Kawasaki 

reciprocating engines totaling 12MWe (net), while also generating a total of 11,500 Pounds per 

Hour (pph) of 135 psig steam and 1,000 Tons of chilled water.   

10. The TA Study further estimated that Toray would need to spend a total of $22.7 

million to install the CHP System, in addition to operations and maintenance cost, and increased 

fuel costs on site.   

11. As discussed above, the Project is for a 12.5 MW CHP System to be located at the 

Site.   

12. The Project is expected to reduce electricity consumption of centrally generated 

grid-supplied energy by 87,473 MWh/year with a total system efficiency of 58%.  Compared to 

Toray’s existing systems and grid-supplied energy fuel equivalents, the proposed Project will 

conserve approximately 65,000 decatherms (Dth) of natural gas per year, or nearly 1 MMDth 

over the Project’s life, as Toray’s usage of natural gas will increase by 634,941 Dth compared to 

an estimated reduction of central power generation fuel consumption by approximately 700,000 

                                                 
11 See “Combined Heat and Power Technical Assistance Study prepared for Toray Plastics (America), North 
Kingstown, Rhode Island & National Grid, Providence, Rhode Island,” dated July 29, 2012.  
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Dth-equivalent, which is largely made up of natural gas.12  At an average of 117 lbs. CO2 per 

Dth combusted, this should result in just more than 4,000 short tons of CO2 being reduced per 

year, or about 57,000 tons over the life of the system.13 

13. Toray has indicated that it anticipates the Project to be operational on or around 

March 2014.  

INCENTIVE OFFER 

14. Consistent with the amended law, the Company engaged in discussions with 

Toray regarding an incentive proposal to install the CHP System at the Site.  These discussions 

culminated in a signed offer letter between National Grid and Toray, which sets forth the basic 

terms of agreement for the Incentive Package.  A copy of the signed offer letter is attached to this 

Petition as Attachment A. 

15. The offer letter provides for payment of the EE Incentives and AGT Incentive, 

subject to the terms and conditions contained in the offer letter, and additional terms contained in 

the TA Study, the Minimum Requirements Document (“MRD”) (See Attachment 1 to the offer 

letter), and the AGT application (See Attachment 2 to the offer letter).  

16. The Company relied upon the TA Study and the modified benefit cost ratio test to 

determine Toray’s eligibility for the EE Incentives.  The Company reviewed Toray’s other 

energy efficiency measures over the prior five years and established that Toray had already 

achieved a 5% reduction.  The Company also determined that the CHP System had an efficiency 

                                                 
12 The marginal heat rate in ISO-NE is approximately 8,000 BTU/kWh, or 8 Dth/MWH.  87,473 MWH        
reduction x 8 Dth/MWH results in 699,784 Dth reduction per year.   
13 There are approximately 117 lbs CO2/Dth.  Thus, 65,000 Dth saving should reduce CO2 emissions by 3,800 short 
tons per year.   
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rating between 55%-59%, thereby qualifying Toray for an energy efficiency incentive award of 

$1125/kW under the 2013 EEPP.  

17. The Project also qualifies for the AGT Incentive because Toray is adding base 

load gas demand, where at least 31% of usage is during off-peak hours.  The Company 

calculated the AGT Incentive based on the methodology for the program as described above, and 

capped the incentive at $1.8 million in line with the Company’s annual budgetary allowances, 

currently approximately $2.3 million.  

18. The total Incentive Package equates to 70% of the Project’s total cost of $22.7 

million, and is consistent with the program rules established in the Company’s 2013 EEPP. 

19.  The Installation Incentive, AGT Incentive, and performance incentive will be 

paid according to the following schedule as set forth in the offer letter:  (i)  80% of the 

Installation Incentive will be paid upon demonstration of operability of the CHP System, with 

the remaining 20% to be paid upon final commissioning of the Project (both interval payments 

are also contingent upon completion of certain milestones as set forth in the MRD); (ii) the AGT 

Incentive will be paid over four (4) years, consisting of three (3) annual payments of $500,000 

and one (1) final incentive payment of $300,000; and (iii) the performance incentive payments 

will be paid semi-annually until either the maximum amount of $590,000 has been paid, or the 

date which is four years following final commissioning is reached, whichever is first to occur.   

20. The offer letter is conditioned upon Commission approval, following which the 

parties will enter into a definitive agreement to memorialize the terms of the offer letter and any 

other terms and conditions as may be required by the Commission.  
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IMPACT ON 2013 EEPP BUDGET  

21. In the Company’s 2013 EEPP, the Company set aside $7 million in the electric 

program budget for commitments for 2013.14  The Company did not set aside the full amount of 

the $13.5 million Installation Incentive in its 2013 budget, because at that time, although the 

Company anticipated a commitment to Toray, it was not certain whether the Project would move 

forward.15    

22. The Company does not intend to commit funds for the performance incentive 

from its 2013 budget because payment of that incentive is conditioned upon the CHP System’s 

performance in the future and is not guaranteed.  Since the Project is not expected to be 

commissioned until mid-2014 and the first performance payment would not be made until six 

months thereafter, the Company proposes to pay the performance incentive, if applicable, out of 

the then current budget in the year(s) in which the performance payments are due.  

23. If the Commission approves the Incentive Package, the Company will set aside 

funds for the full amount of the Installation Incentive, as referenced in the EEPP.16   As noted 

above, the Company budgeted $7 million for commitments in 2013 for future year installations; 

therefore, the Company will need to set aside an additional $6.5 million from the 2013 spending 

budget for the C&I Retrofit program to fully fund the commitment to Toray for the Installation 

Incentive.  Currently, approximately $15.34 million has been budgeted for C&I Retrofit rebates 

                                                 
14 See 2013 Energy Efficiency Program Plan for 2013 Settlement of the Parties, Table E-4, Attachment 5, at 4.   
15 This commitment amount also maintained the 2013 budget at a level that was consistent with the illustrative 
budget set forth in the Company’s 2012-2014 Energy Efficiency Procurement Plan, approved by the Commission in 
Docket No. 4284. 
16 See Energy Efficiency Program Plan for 2013 Settlement of the Parties, at 18.  
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and other customer incentives, which include the $7 million set aside for commitments. This 

money would be paid out as described above in Paragraph 18.  

24. The impact of taking an additional $6.5 million from the current year’s C&I 

Retrofit budget to fund the Installation Incentive is that only $1.84 million in budgeted C&I 

Retrofit funds will be available this year to help customers reach the savings goal in the EEPP.  

The Company will first endeavor to meet its saving goals within its existing C&I Retrofit budget 

by adjusting the mix of measures to which it offers incentives and by giving priority to projects 

that provided energy efficiency savings at a lower cost.  If necessary, the Company would also 

avail itself of the ability to transfer funds as allowed for in the EEPP17 from programs--first 

within the C&I Sector and, alternatively, from other sectors--that may be forecasted to not spend 

their entire budget to other programs or to the C&I Retrofit Program.   

25. If the Company is unable to operate its programs in 2013 and achieve its savings 

goals within the approved 2013 budget using the mechanisms described above, the Company 

would, as an alternative, seek to trigger some of the overspending provisions provided for in the 

EEPP.18  In such event, the Company may seek to reconcile this overspend in 2014 and adjust 

the energy efficiency program charge, accordingly, for that year.   

26. The Company also notes that any potential overspending may be mitigated by the 

fact that the cost of saved energy ($/ Lifetime kWh) resulting from the Project19 is anticipated to 

be lower than the typical retrofit project.  Since the CHP System is expected to create energy  

                                                 
17 See Id., at 18-19.  
18 See Energy Efficiency Program Plan for 2013 Settlement of the Parties, at 20. 
19 For CHP projects, a reduction in delivered energy as a result of onsite generation is counted as energy efficiency 
savings under the EEPP.  
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efficiency savings in 2014, thereby enabling the Company to meet a significant amount of its 

2014 savings goals, it is possible that the Company would then be able to achieve its remaining 

2014 savings within the illustrative 2014 budget without having to increase the energy efficiency 

program charge in order to reconcile a potential overspend in 2013.  The Company is sensitive to 

the concerns of customers and regulators regarding program spending and any resulting 

increases in the energy efficiency program charge; therefore, the Company will monitor its 

actual and forecast spending, and will inform the Commission and the settlement parties to the 

2013 EEPP as to what steps, if any, may be necessary in the event of the need to overspend the 

2013 program budget and recover any overspending in 2014. 

CONCLUSION 

 The Company respectfully requests that the Commission make an affirmative finding to 

approve the Incentive Package to Toray in its entirety for the following reasons:     

1) The Project meets all eligibility criteria for an award pursuant to the Company’s 2013 

EEPP and the AGT Program; 

2) The EE Incentives are consistent with the statutory criteria supporting CHP, complies 

with the CHP Program requirements as approved by the Commission in Docket No. 

4366, and is not greater than the maximum allowable award;  

3) The AGT Incentive is consistent with the approved rebate levels as established in 

Docket No. 2025; and 
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4) The Incentive Package is supported by the 2013 C&I Retrofit program budget, as 

well as the AGT budget levels. 

       

Respectfully submitted, 

      THE NARRAGANSETT ELECTRIC 
COMPANY 

 
By its attorney, 
 

              
      __________________________ 
      Jennifer Brooks Hutchinson (RI #6176) 
      280 Melrose Street 
      Providence, RI 02907 
      (401) 784-7288 
 
Dated: March 5, 2013 



Attachment A 
CHP Petition 
March 5, 2013 
Page 1 of 32



Attachment A 
CHP Petition 
March 5, 2013 
Page 2 of 32



Attachment A 
CHP Petition 
March 5, 2013 
Page 3 of 32



Attachment A 
CHP Petition 
March 5, 2013 
Page 4 of 32



Attachment A 
CHP Petition 
March 5, 2013 
Page 5 of 32



Attachment A 
CHP Petition 
March 5, 2013 
Page 6 of 32



Attachment A 
CHP Petition 
March 5, 2013 
Page 7 of 32



Attachment A 
CHP Petition 
March 5, 2013 
Page 8 of 32



Attachment A 
CHP Petition 
March 5, 2013 
Page 9 of 32



Attachment A 
CHP Petition 
March 5, 2013 
Page 10 of 32



Attachment A 
CHP Petition 
March 5, 2013 
Page 11 of 32



Attachment A 
CHP Petition 
March 5, 2013 
Page 12 of 32



Attachment A 
CHP Petition 
March 5, 2013 
Page 13 of 32



Attachment A 
CHP Petition 
March 5, 2013 
Page 14 of 32



Attachment A 
CHP Petition 
March 5, 2013 
Page 15 of 32



Attachment A 
CHP Petition 
March 5, 2013 
Page 16 of 32



Attachment A 
CHP Petition 
March 5, 2013 
Page 17 of 32



Attachment A 
CHP Petition 
March 5, 2013 
Page 18 of 32



Attachment A 
CHP Petition 
March 5, 2013 
Page 19 of 32



Attachment A 
CHP Petition 
March 5, 2013 
Page 20 of 32



Attachment A 
CHP Petition 
March 5, 2013 
Page 21 of 32



Attachment A 
CHP Petition 
March 5, 2013 
Page 22 of 32



Attachment A 
CHP Petition 
March 5, 2013 
Page 23 of 32



Attachment A 
CHP Petition 
March 5, 2013 
Page 24 of 32



Attachment A 
CHP Petition 
March 5, 2013 
Page 25 of 32



Attachment A 
CHP Petition 
March 5, 2013 
Page 26 of 32



Attachment A 
CHP Petition 
March 5, 2013 
Page 27 of 32



Attachment A 
CHP Petition 
March 5, 2013 
Page 28 of 32



Attachment A 
CHP Petition 
March 5, 2013 
Page 29 of 32



Attachment A 
CHP Petition 
March 5, 2013 
Page 30 of 32



Attachment A 
CHP Petition 
March 5, 2013 
Page 31 of 32



Attachment A 
CHP Petition 
March 5, 2013 
Page 32 of 32




