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December 28, 2016  
  
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  
  
Reference: Request for Input Regarding Clean Energy RFP, Per 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  

  
By email:     marfp83d@gmail.com  
  
1. (a)  These comments are provided by Emera Inc.(“Emera”) and New Brunswick Power (“NB 
       Power”). 
 
1. (b)  The organizations are in the Industry sector: Emera and NB Power are jointly developing  

the Atlantic Link project.  
  
2. In order to assure appropriate responses to the proposed clean energy RFP, responses 

should be due 90 -120 days after formal issuance of the solicitation.  
The proposals being made represent multi-million-dollar, or perhaps multi-billion-dollar, 
commitments to the Commonwealth from energy corporations with diverse interests and 
opportunities for investment. They also represent a significant commitment on behalf of 
utility customers in Commonwealth, in the form of long-term contracts.  
Proponents would typically have robust governance processes for such investment 
decisions. Internal processes alone would require 15 – 30 days for approval by a board of 
directors, or through an internal oversight structure.  
Criteria and requirements for this solicitation are different than the Clean Energy RFP issued 
jointly on behalf of Massachusetts, Connecticut and Rhode Island; therefore, it should not 
be assumed that bidders already have “bid-ready” proposals at hand. In comparison to the 
90 - 120 days proposed, the Clean Energy RFP response time was 77 days. However, that 
77-day interval followed a period of over eight months during which bidders had access to 
the draft RFP.  
In order to assure the Commonwealth receives the best proposals with creative solutions to 
complex energy supply and delivery issues, bidders should be provided adequate time to 
review final RFP documents and prepare responsive proposals.  
Another consideration is the evaluation capacity that is available to manage this solicitation 
as well as a subsequent initial solicitation for large-scale offshore wind projects. It makes 
sense, from a resource allocation perspective, to have the proposed RFP for offshore wind 
issued before the Commonwealth’s agencies and partners turn their attention to review of 
bids for hydro and/or Class I resources.  
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3. (a) Evaluation of Class I energy offered under this solicitation is critical. The issue is whether 
to credit Class I energy with a Renewable Energy Credit (REC) value - and thus compare its 
energy value, net of a REC value, to hydro – or whether to ignore the Class I energy’s REC 
value and compare its bid price (including REC value) to the bid price of hydro energy. 
The best public policy choice for this evaluation is to credit (discount) Class I energy with a 
REC value. There are a number of reasons that this is the correct policy approach:  

 
A. Cost-Effective Class I Energy 

Class I-eligible resources contribute to the State’s achievement of its legislated 
Renewable Portfolio Standard (RPS) requirement. Crediting Class I energy with a REC 
value provides this energy with an advantage versus hydro. This is consistent with the 
objective of the RPS.  
Without this advantage, the solicitation might take so much hydro that the 
Commonwealth’s overall percentage of Class I energy falls short of state RPS 
requirements - which are projected to continue to increase into the future. Such a 
shortfall would require the Commonwealth to purchase additional Class I energy to 
maintain RPS compliance.  
It would be prudent, to avoid unnecessary expense for electricity customers, to 
ensure that a sufficient amount of energy procured in this solicitation serves the dual 
purpose of Section 83D compliance and RPS achievement.  
 

B. GHG Reductions 
Crediting Class I energy with a REC value and thus providing it with an advantage in 
the procurement is most likely to result in construction of new wind generation.  The 
construction of new renewable generation is desired to reduce greenhouse gas 
emissions. New hydro generation is not likely to be built specifically in response to 
this solicitation. It would simply take too long for project planning, permitting and 
construction. Further, there is sufficient existing or under-construction hydro in 
neighboring jurisdictions to meet the specified solicitation quantities. 
The Commonwealth should avoid paying any premium above market for these 
existing or committed resources. They will be available to Massachusetts, provided it 
pays competitive prices and provides contract certainty versus prices/terms available 
in the alternative markets available to the hydro suppliers.  
This said - the evaluation process must recognize the low-emitting nature of hydro 
generation. Rather than a REC value, hydro should be credited with an “avoided cost 
of carbon” value, as determined by the Regional Greenhouse Gas Initiative (RGGI) 
market.  
 

C. Cost-Effective Delivery of Blended Resources 
In addition to an “avoided cost of carbon” value, hydro has the opportunity to realize 
a premium versus its base energy value, given its attributes, from two other sources: 
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i. The existing ISO-New England capacity market enables a hydro product that 
delivers capacity to receive a value increment above its market determined 
energy value.  

ii. Hydro that provides wind firming capability will make proposals more 
competitive because of the impact the firming capability has on transmission 
economics. So, there is no need to attribute additional “clean” value to hydro.  
The scenario analysis presented below demonstrates that a blend of delivered 
hydro and wind would likely provide the most cost-effective option for 
customers.  
The analysis illustrates the competitiveness of different blends of wind, hydro 
and transmission capacity factors under different pricing assumptions. 
 It demonstrates that hydro priced at a discount to the cost of wind including a 
REC value (but at a premium to the net-of-REC cost of wind) could make a 
proposal more competitive as a result of the improvement it offers in 
transmission economics (delivery cost).  
Blended Option 3 (40% wind and 60% hydro) provides the lowest delivered cost 
even though the wind component is priced at a significant discount to hydro.  

 
ASSUMED INPUT  
COSTS / VALUES 

 

 
Scenario 1 
($/MWh) 

 
Scenario 2 
($/MWh) 

 
Scenario 3 
($/MWh) 

 
Scenario 4 
($/MWh) 

WIND – energy value  35 50 50 50 
WIND – REC value  
(ignored in blended cost calculation below)  

25 10 10 10 

HYDRO  50 50 60 60 
TRANSMISSION (100% capacity factor)  35 35 35 40 

 

BLENDED DELIVERED 
COSTS FOR FIVE OPTIONS 

 

 
Scenario 1 
($/MWh) 

 
Scenario 2 
($/MWh) 

 
Scenario 3 
($/MWh) 

 
Scenario 4 
($/MWh) 

1.  100% wind 
         (40% transmission capacity factor) 

122.5 137.5 137.5 150 

2.  100% hydro  
         (100% transmission capacity factor) 

85 85 95 100 

3. 40% wind, 60% hydro  
        (100% transmission capacity factor) 

79 85 91 96 

4. 57% wind, 43% hydro  
        (70% capacity factor) 

91 100 104 111 

5. 10% wind, 90% hydro  
        (94% transmission capacity factor) 

85 87 96 102 
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D. Maintaining A Robust REC Market 
It is important to keep the REC market in balance - and thus support a REC value 
comparable to current market so that existing wind generation owners are treated 
fairly and commit to dedicate their facilities to the New England market (and the 
Commonwealth). If the REC market is allowed to fall significantly, it will send a 
problematic signal to wind developers and make it more difficult to attract wind 
generation to the market in the future.   
 

3. (b) The proposed methodology respects the public policy objectives of the Commonwealth, 
as defined in H.4568 (An Act to Promote Energy Diversity), while crediting hydro and wind 
with their respective attributes consistent with the existing market structure and approach 
in New England.  
Double-counting will not occur, provided that Power Purchase Agreements require that 
sellers register generation facilities in the New England GIS and report clean energy output 
on a facility-by-facility basis. This is necessary for all generation sources, both Class I-eligible 
and hydro.  

 
3. (c) We do not recommend that Avoided Compliance Costs be incorporated into the 

methodology proposed above. As discussed in response to question 3 (a), we are proposing 
that wind energy be credited with a REC value when it is being compared to hydro. The 
appropriate REC value for this purpose would be a forecast of REC value – which is likely to 
be a discount to ACP. Wind economics have improved since the ACP was established.  
 

4. The procurement could invite proposals for delivery of incremental clean energy in 2017, 
2018 or 2019. Bidders would propose the use of existing transmission paths. And, while 
there could be congestion risk associated with the use of existing transmission paths, the 
cost of congestion for some locations and quantities of energy could be less than the cost of 
the transmission upgrades required to ensure deliverability.   
The lowest cost approach for the Commonwealth is to absorb this risk - provided 
reasonable cost offers are received. If bidders are required to absorb the risk of congestion, 
they would almost certainly propose a premium which would result in an unnecessary 
incremental cost to electricity customers in the Commonwealth. 
Achievement of State RPS and emission reduction goals would also be facilitated if changes 
were made to the scheduling protocol for the delivery of RECs from adjacent control areas, 
such that external (to New England) generators are placed on equal footing with internal 
generators. This would entail allowing the real-time output of external wind facilities to 
update the scheduled interchange on a dynamic basis. This will ensure that 100 per cent of 
the Class I eligible resources can be contracted to and delivered to the load.   

 
5. Only incremental renewable energy should be qualified for response to the RFP.  

External resources should be subject to the same rules as internal resources in order to 
maximize renewable benefit – ensuring 100% of the output of Class I-eligible generation is 
delivered to the Commonwealth and can be used to satisfy RPS requirements.  
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We recommend utilizing the existing ISO-New England GIS (NERC e-tag, energy schedule 
comparators) to confirm clean energy deliveries and compliance with greenhouse gas 
emissions reduction target required by the Global Warming Solutions Act. Generation 
owners must commit to register all of their generation facilities, regardless of fuel source, 
and report output on a facility-by-facility basis (i.e.: mandatory registration and designation 
of supply from each individual generation facility).  
 

6. (a) Yes – with conditions.  
Both Class I-eligible resources and hydro resources have an inherent capacity value that can 
be claimed in New England’s Forward Capacity Market (FCM), to the extent permitted by 
ISO-New England market rules. This value can be attributed to proposals in the evaluation, 
in those cases where proponents commit to assign that value to electricity customers in the 
Commonwealth.    

   
6. (b) Yes – with condition noted in 6(a).  
   
7. (a) Bidders should provide their estimate of interconnection costs based on third-party 

technical studies. ISO-New England should verify those estimated costs. Variances between 
the bid estimate of interconnection costs, and the actual interconnection costs, should be 
shared evenly between the proponent and electricity customers.  This sharing of risk would 
incent proponents to manage these costs to the extent possible while also recognizing that 
proponents do not have full control over interconnection costs.  There should also be a 
requirement for suitable performance security by successful bidders to ensure credible 
estimates are submitted with their proposals. 

 
8. Question 8 addresses a complicated topic.  

Sufficient supporting detail should be required in proposed work plans and budget 
estimates to enable evaluators to determine whether commitments are reasonable and can 
be kept.  Further, bidders should propose a cost containment arrangement that balances 
the need to protect customers, suitably encourages proponents to manage costs and avoids 
unnecessary risk premiums that would be borne by customers.    
We would be pleased to provide feedback on specific criteria developed for the evaluation 
process.  

   
9. No. The potential for repricing could undermine the quality of initial bids.  
   
10. Penalty provisions should be employed in contracts to incent performance against delivery 

guarantees. 
• Liquidated damages for energy and, to the extent that Class I-eligible resources cannot 

be delivered, the liquidated damages would apply to the replacement value of the REC. 
• To qualify for capacity, the source Control Area must de-list the capacity to ensure it is 

not double counted. 
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• Require proponents to demonstrate how - beyond the energy and associated capacity 
bid into the RFP – they can provide access to further capacity (i.e.: system capacity and 
energy) which could be delivered into New England during system emergencies.  
 

12. A delivery commitment bid will not provide price stability for customers and should not be 
allowed as an option. Price stability is a key rationale for seeking a diverse energy supply 
mix. 
 

13. We believe the existing New England capacity market captures the value of firmness.  ISO-
New England operates the market to ensure reliability and has an impeccable record in 
achieving this.  Paying any premium above the market value determined by ISO-New 
England would be an imprudent use of customer money. Nonetheless, the Commonwealth 
must observe adjacent markets and ensure it values services such as firmness in a manner 
that allows it compete for the clean energy resources necessary to achieve its objectives. 

 
14. ISO-New England already ensures there is adequate ramping capability in the market. There 

is no need for customers to pay any further premium to receive this service. 
 


