Senate votes for higher electric bills
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This year's big idea for energy policy can be summed up this way: Ratepayers aren't paying enough for electricity, so state government needs to make it more expensive. That, in translation, is the argument that persuaded 24 senators to vote on Feb. 26 for the "renewable portfolio standard" (RPS) mandate (S. 261). 

The RPS mandate says that, first, no Vermont utility can sell less renewable energy in any future year than it did in 1995-1997. More importantly, in 2013 an amount equal to all of each utility's additional energy sales between now and that year must come from renewable sources. 

Why is it necessary for the state to force utilities to buy more renewable source energy? Because utilities naturally buy the cheapest power they can find, and renewables are not the cheapest. They are almost always the most expensive. 

The bill defines renewable energy basically as energy that does not come from coal, oil, natural gas, or nuclear. So that must mean solar, wind, landfill and sewage plant methane, wood chips, and hydro, right? Not quite. 

The bill reiterates the language of last year's Act 69 that only hydroelectricity that comes from facilities of less than 80-megawatt capacity qualifies as "renewable." There's an important reason for this arbitrary restriction. 

The 80-megawatt cutoff naturally includes all the small hydro dams in Vermont and on the Connecticut River. What it excludes is electricity from the giant Hydro-Quebec plants at James Bay and Churchill Falls, Quebec. Why? Because if the electricity from the big HQ dams is recognized as "renewable," Vermont would already be getting 50 percent of its power from renewable sources, making it among the "greenest" energy states in the nation. 

Then there wouldn't be any reason to have a renewable portfolio standard. So the renewables advocates simply defined HQ power out of the calculation. 

There is one straightforward way to get Vermont utilities to buy more qualified renewable energy. That is to find it on the market at a price lower than "conventional" energy (nuclear, fossil fuels, and HQ hydro). Utilities would run to sign up for any such lower-cost power. Unfortunately, there isn't any, and there's not likely to be much of it for a long, long time. 

That being the case, the RPS bill simply mandates that the utilities buy more expensive electricity instead of less expensive electricity. The utilities, of course, pass the extra cost on to their ratepayers, as allowed by the Public Service Board. 

IBM, the state's largest private employer and largest user of electricity, has been outspokenly opposed to any mandate that forces it to pay more for its power. Since 1990 Vermont electricity consumers have paid over $2 billion more than they would have paid for electricity at U.S. average rates. This is a major burden on homeowners, small businesses, schools, hospitals, ski areas, and local governments, but it's especially threatening to Vermont manufacturers whose products must be sold in a global market. 

The renewables political game is to use the government's power over the utilities to force them to buy power from politically favored independent sellers. Those sellers produce electricity from solar, wind, mini-hydro and other marginal technologies. 

Vermont already had some very bad experience with this kind of corporate welfare game. A 1978 federal law called PURPA required Vermont utilities to purchase power on long-term contracts from a dozen small hydro plants and one big woodchip plant (Ryegate). The government calculated the contract price on the prediction that fossil fuel prices would reach $100 per barrel of oil equivalent. (Even with two decades of dollar depreciation, oil is now around $32 per barrel). That's why power from independent power producers (8 percent of Vermont's consumption) is the most expensive part of every utility's portfolio. 

So the RPS bottom line is this: 24 senators were pleased to pass legislation to require Vermont utilities to charge higher electricity prices to businesses, farms, schools, local governments, and ordinary ratepayers, all to benefit a handful of politically active entrepreneurs whose more expensive product would find few buyers in a free marketplace without government compulsion. 

Like the costly independent power producer experience, this is, once again, renewable corporate welfare. It would be gratifying if the many House liberals who regularly - and rightly - decry corporate welfare would show enough spunk to act on their principles, and turned thumbs down on this latest example. 

John McClaughry is president of the Ethan Allen Institute (www.ethanallen.org). 
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