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December 28, 2016 
 
 
VIA EMAIL – marfp83d@gmail.com 
 
 
The Massachusetts Department of Energy Resources 
The Massachusetts Office of the Attorney General 
Fitchburg Gas & Electric Light Company d/b/a Unitil 
Massachusetts Electric Company and Nantucket Electric Company d/b/a National Grid 
NSTAR Electric Company and Western Massachusetts Electric Company d/b/a Eversource 
 
Re: Section 83D of Chapter 169 of the Acts of 2008, as Amended by Chapter 188 

of the Acts of 2016, An Act to Promote Energy Diversity  
 
To Whom It May Concern: 
 
Bay State Wind, LLC (“BSW”) appreciates the opportunity to provide its comments and 

suggestions on solicitation procedures pursuant to your request for comments on “Issues for 

Stakeholder Comment” issued December 16, 2016.  BSW is seeking to develop offshore wind 

generation resources pursuant to a lease secured from the Bureau of Ocean Energy 

Management in the waters south of Martha’s Vineyard, Massachusetts.  BSW appreciates the 

thoughtful and inclusive approach to the development of the timetable and methodology for the 

solicitation of long-term contracts pursuant to Section 83D prior to the formal presentation of 

such matters to the Department of Public Utilities.  BSW encourages the Department of Energy 

Resources and the Office of the Attorney General (collectively, the “Agencies”) and the Electric 

Distribution Companies to follow a similar approach with respect to solicitations to be pursued 

for offshore wind generation resources pursuant to Section 83C. 

 

BSW’s comments and suggestions with respect to Section 83D are limited to particular 

concerns, seeking to emphasize points of similarity or differences between processes to be 
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implemented in furtherance of Section 83C.  To be clear, our interest herein arises to the extent 

that the structures and policies implemented through this stakeholder process could have 

precedential effect and influence on the upcoming 83C offshore wind solicitation; we do not 

have a direct interest in the 83D process per se. If a similar process is followed with respect to 

the Section 83C solicitation, BSW anticipates having more substantial comments and 

suggestions. 

 

Schedule 

Issue 2 requests comments on an appropriate timetable for procurement pursuant to Section 

83D and, in particular, comments on the appropriate time needed by bidders between the 

issuance of any solicitation and the times of bids.  BSW does not offer particular comments with 

respect to Section 83D, but does observe that, for Section 83C, customers would likely benefit 

from a more substantial time for bid submission, at least for the initial solicitation pursuant to 

Section 83C.  Large-scale offshore wind generation is a relatively new resource for the region, 

while many resources likely to compete pursuant to Section 83D will apply technologies already 

established in New England.  In addition, detailed price proposals will necessarily be dependent 

upon the results of surface and wind condition surveys and analyses.  Much of this type of work 

is necessarily conducted in summer months.  In order for bidders to complete additional surveys 

in the summer of 2017 and then reflect such results in any proposals, bid submission in the 

latter part of the fourth quarter of 2017 would be beneficial.  Alternatively, earlier bids might 

require the application of a bid price premium in order to reflect uncertainty risk.  An appropriate 

time for bid submission is more likely to ensure that customers benefit from successful, least-

cost offshore wind projects.  In sum, it may be appropriate to adopt distinct and appropriate 

schedules for the upcoming Section 83D and Section 83C solicitations. 

 

Environmental benefits 

On a fundamental level, the environmental benefits of Class I RECs and non-Class I RECs both 

arise from the avoidance of greenhouse gas (GHG) emissions and other air pollutants, thereby 

advancing the Commonwealth’s goals with respect to the GHG targets under Global Warming 

Solutions Act (GWSA), and the attainment of the National Ambient Air Quality Standards.  A 
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mark-to-market comparison of the offered bid prices for Class I RECs to a forecast of Class I 

RECs does not adequately monetize the avoided GHG and other emission reduction benefits of 

non-Class I clean energy resources.   Provided that the an RFP results in the development of 

incremental clean energy resources – that is, the selected projects do not simply replace other 

projects that would otherwise be developed on a merchant basis to achieve the 

Commonwealth’s RPS targets – then we put forward two approaches to quantifying the value of 

the environmental benefits: 

 

a.  GHG reduction benefits can be monetized by relying on a value for the societal cost of 

carbon emissions that are avoided relative to a reference case without the clean energy project.  

Best practices suggest relying on the “Technical Support Document: Technical Update of the 

Social Cost of Carbon for Regulatory Impact Analysis Under Executive Order 12866”, authored 

by the Interagency Working Group on Social Cost of Carbon, United States Government. 

 

b.  The project cost can be compared to the marginal cost for achieving the GWSA reduction 

target by means of an alternative technology.  The marginal cost is the cost to achieve the last 

block of carbon reduction mandated by the GWSA, and therefore the most expensive resource 

or measure in the supply stack needed to meet the demand (i.e., reach the GWSA target).   The 

marginal resource cost is the applicable metric to compare the proposed projects to, since it is 

the marginal cost that would be avoided by selecting the best project(s) offered in the RFP.  The 

marginal resource cost is distinctly different from a market forecast of renewable energy and 

REC prices based on the lowest cost resource that would be developed next.  From an 

economics standpoint, the marginal cost is long term in nature, and must therefore consider all 

of the costs that are likely to be incurred, including the full cost of new transmission facilities 

necessary to avoid frequent curtailments and deliver renewable energy to the load center.  

 

Project viability 

Many, if not most of the projects that offer into the RFPs will not have completed the I.3.9 

process.  Some may have a completed Feasibility Study.  Therefore the final (or even 

preliminary) interconnection costs and the in-service date will be uncertain at the time of offer 
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submission, thereby potentially affecting project viability, and making it difficult to conduct a 

rigorous evaluation of the price proposal.  A deterministic analysis of a proposal using the 

bidder’s estimate of interconnection costs inadequately characterizes the transmission 

interconnection risks.  

 

These uncertainties can potentially be managed by requiring bidders to define their own risk 

tolerance through PPA terms that allocate cost and schedule risks between buyer and seller.  In 

lieu of issuing a model PPA as part of the RFP that specifies all of the terms and conditions, 

bidders can be requested to propose the parameters that quantify the risk allocation.  For 

example, bidders may propose a level of performance security that is tied to achieving certain 

interim milestones.  Bidders may propose a cost-containment mechanism in which the seller 

assumes all or a specified share of interconnection costs if they exceed certain levels above a 

base cost.  By inviting bidders to monetize their risks, the Commonwealth and EDCs will have 

the data needed to analyze different scenarios and thereby quantitatively compare rival offers 

when there is uncertainty in a cost that can be passed through to load. 

 

BSW also notes that interconnection is not the only element implicating project viability. Other 

important factors include bidder experience and financial strength. BSW will offer further 

comments on these aspects in the upcoming 83C solicitation process. 

 

Transmission costs 

BSW suggests that the approach proposed for question 7 can also be used to address 

uncertainties in bidders’ transmission costs.   Bidders should be requested to provide a cost 

containment mechanism as part of the PPA whereby seller assumes all or a specified share of 

costs at specified levels above a baseline cost.  In the quantitative portion of the bid evaluation, 

transmission cost risks can be analyzed under different cost overrun scenarios which 

incorporate a bidder’s willingness to assume a share of the risk.          

 

***** 

  



The Massachusetts Department of Energy Resources 
The Massachusetts Office of the Attorney General 
Fitchburg Gas & Electric Light Company d/b/a Unitil 
Massachusetts Electric Company and Nantucket Electric Company d/b/a National Grid 
NSTAR Electric Company and Western Massachusetts Electric Company d/b/a Eversource 
December 28, 2016 
Page 5 
 
 

{W5925136.1}  

Bay State Wind appreciates the opportunity to provide these comments and suggestions and 

looks forward to working with the parties to help secure cost-effective clean energy resources 

for the benefit of Massachusetts electricity customers. 

 

Very truly yours, 

 

  

On Behalf of Bay State Wind 

Fred Zalcman 
Head of Government Affairs 
DONG Energy Wind Power U.S. 
One International Place 
100 Oliver Street, Suite 1400 
Boston, MA  02110 
frzal@dongenergy.com 
Phone: (617) 792-4333 
 
Melissa Reynolds 
Director, Business Development 
Eversource Energy 
107 Selden Street 
Berlin, CT  06037 
Phone: (860) 665-6912 
Melissa.Reynolds@eversource.com 
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