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The Regulatory Assistance Project 
(RAP)

We are a global, non-profit team of experts 

focused on the long-term economic and 

environmental sustainability of the power 

and natural gas sectors.  We provide 

assistance to government officials on a 

broad range of energy and environmental 

issues.
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About RAP – US 

RAP provides technical and policy support at the 

federal, state and regional levels, advising utility 

and air regulators and their staffs, legislators, 

governors, other officials and national 

organizations.

We help states achieve ambitious energy efficiency 

and renewable energy targets and we provide 

tailored analysis and recommendations on topics 

such as ratemaking, smart grid, decoupling and 

clean energy resources. RAP publishes papers on 

emerging regulatory issues and we conduct state-

by-state research that tracks policy 

implementation.
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Potential over-reliance on 

natural gas as a compliance 

strategy (investment risk)
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Clean Power Plan

• Reduce carbon pollution from 
existing power plants

• Presidential Memo June 25, 2013

– 30% cut from 2005 by 2030

• Required EPA to control new 
and existing power plants, engage 
states, maximize flexibility, protect 
reliability
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EPA’s Building Blocks & 
“Menu” Chapters
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1. Heat Rate 
Improvements

2. Redispatch

3. Renewable and 
Nuclear 
Generation

4. Energy 
Efficiency

1. Optimize Power 
Plant Operations

2. Electric-Sector 
CHP

3. Other-Sector CHP

6. Increase Low-GHG 
Generation

8. Retire Aging 
Power Plants

11. Establish Energy Efficiency 
Targets (EE, DSM, EERS)

13. Pursue Behavioral 
Efficiency Programs

14. Boost Appliance 
Standards

15. Boost Building Codes



Lifecycle Emissions for Various 
Electric Generation Technologies
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Source:  Lazard, 2014

Cost Considerations in 
Determining Compliance Options
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Electricity by Generation Source
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Background: Power Resource 
Transformation

• In 2008, coal generated 48 percent of the nation's power. In 2012, it 
provided only 37 percent.

• Natural gas is replacing much of this coal-fired power. From 2008 to 
2012, the amount of electricity generated from natural gas increased 
more than 50 percent.

• If current trends continue, natural gas is projected to account for 
nearly two-thirds of U.S. electricity by 2050.

• The question is whether that is a good strategy, or should we be 
moving towards cleaner options.

• And, should we be concerned about diversifying the portfolio of 
options?

Source: Union of Concerned Scientists, Gas Ceiling: Assessing the Climate Risks of an Overreliance on Natural Gas for Electricity, September, 
2013
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Natural Gas as a Bridge Fuel:  How 
Large a Bridge?
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The Role of Natural Gas (NG) in 
Climate Policy

Need to find right balance between useful resource and potential impediment 
to development of best least cost compliance strategy.

• Appropriate reliance can use NG as a bridge fuel as we move to a low 
carbon environment – but how big a bridge should it be?

– Some states are factoring climate change as a factor in regulatory 
decisions

• Over-reliance can stifle the development of other technologies capable of 
producing lower carbon alternatives (at lower cost).

• Renewable energy prices are declining and can serve increasing larger 
percentages of our demand.

• Flat/low electricity growth due to economy and energy efficiency impact 
need for fossil fuels 
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We Are at an Energy Cross Road

The decisions we make today about our energy future and 
how we decide to invest will have profound impacts for 
the next generations to come.
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Two Major Investment Pathways:

Invest in Natural Gas:

• More Pipeline 
Infrastructure and Gas 
Transportation

• Build or Expand Gas 
Processing

• Increase Drilling, 
including Fracking

Invest in RE and DSM:

• Develop modern 
communication tools

• Empower customers

• Build more Renewable 
Capacity

• Reconsider traditional 
regulatory paradigm
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Meeting the 2050 Climate Goals

Infrastructure Transformation

• Investment in information, communications 
and electric control system architecture

• Facilitates multilateral exchange of 
information and energy 

• Provides platform for investment in 
renewable energy, demand response, storage 
and clean distributed generation
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Meeting the 2050 Climate Goals

Institutional Transformation

• Redefining the role of the customer, third-party 
service providers, utilities

• Includes re-examination of traditional regulatory 
paradigm to accommodate changes in technology 
and customer participation

– Performance based regulation replaces traditional 
rate-of-return-on-rate-base regulation
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Importance of Choosing Right Type of 
Gas Generation

• A sizeable portion of the gas fleet is inefficient and inflexible; life-
extension on these plants may impede the optimization of 
Renewable Energy, Distributed Generation and Demand Response.

– Need to examine the technology on a case-by-case basis to 
optimize flexibility over base- load power delivery

• Advances in technology have resulted in new, more efficient and 
highly flexible gas generation that is capable of ramping up or down 
to follow load.

• As renewable energy and Demand Response grow, the need for 
base-load capacity supplied by old inflexible gas plants will decline 
and the need for dirty gas generators to meet peak demand will 
disappear as demand response increases.

• Committing to a gas plant is a 30-60 year commitment given the life 
of a plant.
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Importance of Choosing Right Type 
of Gas Generation

Issue of investment costs:

• Are NG plants built by the utility and put in rates, or is it 
being constructed by IPP’s and sold into the market or 
through a PPA?

• If there is a proliferation of gas plants, will customers 
need to invest in pipeline capacity and what impact will 
that have on rates?
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Importance of Choosing Right Type of 
Gas Generation

• Expansion of the wrong type of gas supply and infrastructure 
could result in large investments in infrastructure to support 
natural gas expansion and ties consumers to a volatile energy 
source;

• Questions to consider are:

– How regulation can motivate the best decisions, 

– What market rules need to be in place that value what the 
grid will need in 2020 and beyond, 

– What performance incentives need to be in place

• A commitment to base-load natural gas could reduce 
opportunities for renewable energy and impede infrastructure 
and institutional transformation
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Importance of Choosing Right Type of 
Gas Generation

• Natural gas can be used in Distributed Generation for 
Combined Heat and Power generation and fuel cells 
which will provide energy and ancillary services.

• As reliance on renewable energy grows, flexible new 
gas generation can be used to fill seasonal and 
temporal gaps when variable energy resources cannot 
meet the need.
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Other risks from over-
reliance on natural gas
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Natural Gas Consumption is Growing
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EIA December 2014 –
Consumption by Sector
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Weather Impacts on Supply

• During a very cold winter, gas in storage can 
become low.

• Low amounts in storage result in higher prices as 
demand rises and the market adjusts to moderate 
the draw from the system

• Natural Gas to fuel power plants will compete 
with heating homes and businesses among other 
applications

• Curtailment process begins with prioritized use

• 31% of the NG consumed in the US goes towards 
power plant generation
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Weather Impacts on Supply

• Because fuel prices are dependent on weather 
risk, it can be volatile

• Forecasts of prices are constantly changing

• Renewables and DSM options do not carry 
fuel price volatility risks.
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Natural Gas Price Forecast
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Large Contingencies and Reliable 
Gas Supply

• Price uncertainty over the horizon – we have seen substantial 
changes in the forecast of gas prices over the past several 
years.

• Export of natural gas from the US can raise prices

• Short-term low gas prices may have chilling effect on 
aggressive production activities resulting in less supply into 
the future and higher prices

• Cold weather impacts on adequate supply

• Activities in world market – OPEC, for example, may impact 
prices in the US

• Competition between firm and non-firm gas deliveries
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Pipeline Explosions

• An explosion in an EPNG pipeline at a campground 
in New Mexico in 2000 reduced gas supply to 
California by about 15%.

• Since 1999, there have been 14 gas pipeline 
explosions in the US
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About RAP

The Regulatory Assistance Project (RAP) is a global, non-profit team of experts that focuses on 
the long-term economic and environmental sustainability of the power and natural gas sectors. 
RAP has deep expertise in regulatory and market policies that:

 Promote economic efficiency
 Protect the environment
 Ensure system reliability
 Allocate system benefits fairly among all consumers

Learn more about RAP at www.raponline.org

jmigden@raponline.org

802-498-0740
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