MN RCI TWG Straw Proposals, as of 9/10/07



RCI-4  Incentives & Resources to Promote Combined Heat and Power (CHP)

Policy Description

Combined heat and power (CHP) systems reduce fossil fuel use and greenhouse gas emissions, both through the improved efficiency of the CHP systems, relative to separate heat and power technologies, and by avoiding transmission and distribution losses associated with moving power from central power stations that are located far away from where the electricity is used. This Policy Option should include the following:

· Promotion of the use of natural gas-fired CHP systems

· Promotion of the use of biomass-fired CHP systems

· Creation/expansion of markets for, and incentives designed to promote implementation of, CHP units in capacities suitable for residential, commercial, and industrial users.

· Provision of tax benefits, attractive financing arrangements, utility rebates and other incentives to promote CHP technologies.
· Removal of barriers to CHP development, such as utility rate structures (discounted electric rates that compete with CHP) and interconnection standards (should be designed to facilitate economical and efficient CHP connection to the grid).

· Full consideration of the economic and environmental benefits of CHP as a resource in each electric utility’s Integrated Resource Plan.

· Needs to be integrated with MCCAG Energy Sector work.
Potential supporting measures for this option include training/certification of installers/contractors, net metering and other pricing arrangements, establishment of clear, and consistent interconnection standards, and creation/support of markets for biomass fuels.  

Policy Design

Goals: 
· Timing: 2008 Legislature
· Parties Involved: Who is covered by the program? 
· Other:
Implementation Mechanisms

How should the program be implemented?

Related Policies/Programs in Place

None.

Types(s) of GHG Reductions
Reductions from avoided emissions from more efficient delivery of heat and electricity to buildings on-site.

Estimated GHG Reductions and Net Costs or Cost Savings

TBD – [CCS should provide a worksheet and other reference material as needed for transparency]

· Data Sources: [TBD by CCS on TWG approval]

· Quantification Methods: [e.g. Full life-cycle analysis with supply/demand equilibrium adjustments on TWG approval]

· Key Assumptions: [TBD, as needed on TWG approval]

Key Uncertainties

TBD – [as needed and approved by the TWGs]

Additional Benefits and Costs

TBD – [as needed and approved by the TWGs]

Feasibility Issues

TBD – [as needed and approved by the TWGs]

Status of Group Approval

Pending – [until MCCAG moves to final agreement at meeting #5 or #6]

Level of Group Support

TBD – [blank until MCCAG meeting #5]

Barriers to Consensus

TBD – [blank until final vote by the MCCAG]
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