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TO:  Connecticut Department of Energy and Environmental Protection, the Massachusetts 

Division of Energy Resources, Eversource Energy, National Grid and Unitil, i.e. The Soliciting 

Parties  

FR:  H.Q. Energy Services (U.S.) Inc.  

DATE:  March 27, 2015 

RE:  Comments on the Notice of Request for Proposals from Private Developers for Clean 

Energy and Transmission  

 

H.Q. Energy Services (U.S.) Inc. (“HQUS”)1 is pleased to comment on the Notice of Request for 

Proposals from Private Developers for Clean Energy and Transmission (draft RFP).  

The comments are organized into four sections. Section 1 is a summary of key points. Section 2 

provides high-level comments on the overall design of the draft RFP and some of its major 

components, as well as observations and recommendations in certain areas. Section 3 provides a 

list of clarifications and questions related to the detailed language in the draft RFP. Section IV is a 

brief conclusion.  

                                                           
1
 HQUS is a wholly-owned subsidiary of Hydro-Québec, a mandatory of the province of Québec. Hydro-Québec is engaged in the 

generation of power predominantly from hydroelectric sources and the transmission, distribution and sale of such power to 
wholesale and retail customers within Québec. Hydro-Québec, acting through its division Hydro-Québec Production, generates 
electricity to supply the Hydro-Québec market and sells its excess output on wholesale markets. Hydro-Québec Production is 
functionally separate from and independent of any other division within Hydro-Québec, including Hydro-Québec TransÉnergie and 
Hydro-Québec Distribution, the transmission and distribution divisions of Hydro-Québec, respectively. HQUS is an energy marketer 
engaged in the business of buying and selling electricity for its own account and brokering electricity for others, as well as arranging 
fuel supplies, transmission services and related activities. HQUS is authorized by the FERC to sell electricity at wholesale in 
interstate commerce at market-based rates pursuant to its FERC Rate Schedule No. 1. 
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I. Summary of Key Points 

• HQUS applauds the Soliciting Parties for adopting an approach to the draft RFP for clean 

energy that focuses on delivery to load centers. This approach will provide multiple 

benefits to the New England power system and maximize value to consumers.  

• A coordinated procurement approach can combine state purchasing power to achieve 

economies of scale in the purchase of clean energy in quantities that justify the 

development of new transmission. This offers more options for states to meet clean 

energy requirements, and the opportunity to consider the benefits of meeting, and 

potentially exceeding, clean energy goals.  

• Coordinated procurement, as envisioned by the draft RFP, provides a path forward to fund 

the transmission necessary to access clean energy and deliver it onto the New England 

grid. In this regard, coordinated procurement addresses an issue that has gone unresolved 

in New England for many years.  

• HQUS supports the consideration of a delivery commitment model as an innovative 

approach to transmission development in a market-based system. A delivery commitment 

could work but there are trade-offs. Alternative models, including the traditional PPA 

model, should also be considered when determining the most viable approach for 

achieving delivered clean energy in a timeframe that can support the region's pressing 

energy challenges.  

• The RFP should be flexible enough to allow for the bidding of a variety of project 

structures. 

• The quantitative evaluation should be appropriate for comparing different types of 

resources – and should be applied at the proper stage of the project screening process.  

• Soliciting Parties should identify the regulatory risks associated with a delivery 

commitment model for potential bidders – and take the steps necessary to increase 

certainty of regulatory approval and cost recovery for projects being proposed with this 

type of model. 
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II. Key Points and Recommendations  

a. Delivered clean energy provides multiple benefits. 

Clean energy that is delivered to load centers will provide multiple benefits to the New 

England power system and maximize value to consumers. Existing transmission into New 

England also offers an option for achieving clean energy deliveries to load centers.  

HQUS notes several references to "incremental" energy in the draft RFP but the term is 

undefined.2 HQUS urges the Procuring States to clarify that delivery of clean energy into 

New England over existing transmission lines would be eligible under the RFP.  

Further, the draft RFP is clear that the Soliciting Parties have a preference for “targeted 

energy delivery”3 in which energy is delivered to the transmission system “during on-peak 

hours in peak demand periods”4 or “seasonal peak hour minimum deliveries”5. HQUS 

observes that this approach to energy delivery into the New England power system will 

have significant cost reduction, reliability and environmental benefits in summer and 

winter periods – and should be assigned the requisite value in the evaluation process.  

Delivered clean energy also offers the benefit of ensuring compliance with state renewable 

and clean energy requirements and goals. HQUS urges the Soliciting Parties to work with 

the New England Power Pool (NEPOOL) to ensure that the New England Power Pool 

Generation Information System (NEPOOL GIS) allows large hydropower attributes from 

Quebec to be formally taken into account, whether delivered to New England via an 

energy contract or a delivery commitment. 

b. Coordinated procurement approach is good policy, and creates additional 

options for individual states to meet clean energy requirements and goals.  

A multi-state approach to solicitation and procurement has many benefits as described 

throughout the draft RFP. In particular, it is likely essential for Soliciting Parties to pool 

their buying power as a means of reaching Qualified Energy and Delivery Commitment 

quantities that will justify the cost of new transmission. HQUS urges that the final RFP 

include a general explanation of the needs of the Soliciting Parties, including when these 

needs should be met and/or clarification that the quantities beyond statutory 

requirements are based on achievement of specified 2020 goals under the Global Warming 

                                                           
2
 See references to “incremental” on Pages 2, 3, 5, 15, B-3, B-10.  

3
 Pages 13-14 

4
 Page 13 

5
 Page 14 
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Solutions Statutes in Connecticut and Massachusetts and Rhode Island’s purposes under 

Chapter 39-31 as required in Appendix B Section 12.3. 

As described in Section 2.36, the Quantitative and Qualitative Analysis will result in a short 

list of each state's top projects. Next, all of the top-listed projects are considered in the 

context of how different project combinations might be more cost-effective and/or 

cheaper for the states to procure together. In this way, states have the choice of selecting 

from all of the highest ranking projects, based on the similar but not identical clean energy 

goals of the Procuring States. 

HQUS requests that the Soliciting Parties describe in more detail the process that will be 

used to finalize the top-listed projects in the event that different states have selected 

different projects.  

c. Coordinated procurement provides a path forward for the funding of 

transmission to meet public policy objectives 

HQUS is pleased that the draft RFP provides a mechanism to fund new transmission 

projects to meet clean energy goals. Despite numerous public policy benefits of new 

transmission to access clean energy, agreed upon funding models have eluded the region 

for many years.  

Section 2.2.3.3 of the draft RFP states that An Eligible Bidder bidding to develop a 

Transmission Project to Deliver Qualified Clean Energy under a Performance Based Tariff 

containing a Qualified Clean Energy Delivery Commitment, if selected, will recover the 

costs of its proposed Transmission Project through such a tariff as filed and accepted by 

the FERC.7 Further, the second bullet on Page G-1 specifies that transmission project costs 

would be allocated to load in participating states dependent on and in proportion to the 

fulfillment of a “clean energy delivery commitment.” Finally, Page G-3 states that “the 

participating New England states would be involved in establishing the initial terms of 

delivery commitment arrangements and would retain final discretion over whether or not 

to proceed after FERC review.  

HQUS asks that the Soliciting Parties describe the process and timeline to review and 

finalize delivery commitment arrangements following the receipt of a FERC-approved tariff 

for transmission project cost recovery.  

                                                           
6
 Page 21 

7
 Page 14 
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d. HQUS supports innovative approaches to transmission development, 

including the concept of the "delivery commitment model". Traditional 

PPA model should also be considered.  

HQUS understands that the Soliciting Parties’ objective in proposing the Delivery 

Commitment model is to achieve “substantial benefits for customers in promoting the 

clean energy and environmental policies of participating states while avoiding the long-

term investment and market risks they might otherwise have to carry through long-term 

PPAs”8.  A delivery commitment model could work but it is also a new concept and is likely 

to have regulatory and timing risk in terms of its implementation.  

HQUS requests that the trade-offs associated with foregoing the traditional PPA model for 

funding transmission and purchasing energy are considered. The New England region and 

its stakeholders have a track record of approving PPAs through various state regulatory 

and commercial processes, in regulated and market contexts, and these approvals have 

resulted in energy projects being successfully built. Today's context is one of pressing 

energy challenges and immediate system needs and warrants consideration of using 

proven models that can minimize implementation risk. PPAs have also been an important 

tool in designing ratepayer price protection and stability, which is a primary objective of 

the RFP.  

e. As a procurement vehicle for different states to meet different statutory 

requirements and policy goals, there should be significant flexibility 

within the RFP for bidding a variety of project structures.  

HQUS observes that the draft RFP offers bidders several bid categories9, including a 

delivery commitment model, which is a new product in the marketplace, as well as the 

option to bid proposals that offer a combination of these categories. Given the RFP is 

designed to be open to a variety of bids and products, it should also be flexible in the types 

of bidding structures that are eligible, including different types of contractual 

arrangements that bidding entities of a project may propose. As part of this, HQUS 

suggests that the Soliciting Parties consider increasing the number of pricing proposals 

allowable for each bid. Finally, as described above, a traditional PPA model may be the 

most efficient way to achieve the range of objectives of the RFP in a reasonable timeframe. 

HQUS urges consideration of how this model can be applied for projects with clean energy 

deliveries beyond existing statutory authority. 

                                                           
8
 Page G-13 

9
 Page 5-6 
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f. Quantitative evaluation must be appropriate for different types of 

resources and should occur at the appropriate time in the overall 

evaluation process. 

Section 2.3.1 describes the Quantitative Criteria, Qualitative Factors to be assessed and the 

process that will be used to rank projects10. As a general matter, HQUS asks that the 

quantitative analysis for Qualified Clean Energy via Transmission Project under a 

Performance-Based Tariff Containing a Qualified Energy Delivery Commitment be 

described in more detail, including how it would be compared to projects with a PPA.  

Specifically, it is not clear from the document if the “indirect benefits of proposals using a 

production cost simulation model” would also apply to Qualified Clean Energy via 

Transmission Project under a Performance-Based Tariff Containing a Qualified Energy 

Delivery Commitment.11 If it does not apply, how will these types of projects be evaluated 

for “overall cost-effectiveness” in meeting clean energy goals and for “additional benefits 

of the proposal, such as increased competition among supply in the energy and capacity 

markets?”12 Finally, Page 13 states that the economic evaluation will apply extra value to 

firm Qualified Clean Energy Deliveries during these on-peak hours in the peak demand 

months."13 HQUS agrees that extra value should be applied to on-peak deliveries as they 

provide greater reliability and economic benefit to the region and act as an incentive to 

ensure energy is delivered into the region when it is needed most. HQUS suggests that any 

extra value being applied to on-peak deliveries should be integrated into the modeling 

analysis. Additionally, that the final RFP describe exactly how, and at what stage of the 

evaluation process, this extra value will be applied. 

HQUS agrees that capacity value of projects competing in the RFP process should be part 

of the quantitative evaluation. New interconnections offer significant value by increasing 

the availability of capacity resources to New England, and, in the case of a new 

interconnection with Quebec, enhancing the fuel diversity of capacity resources available 

to New England. Moreover, newly-established performance incentives in the capacity 

market are likely to enhance the value of incremental capacity resources going forward.  

In addition, HQUS has several specific recommendations discussed below.  

                                                           
10

 Pages 21-22 
11

 In order to fully meet the needs and objectives of the Soliciting Parties, bidders should be provided access to the detailed 
assumptions and evaluation methodologies envisioned in all steps of the quantitative and qualitative evaluation process. 
12

 Page 22 
13

 Page 13  
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Under the criteria envisioned for projects including a PPA, the initial stage of the 

quantitative evaluation should be removed because it ranks, and potentially eliminates, 

projects from selection based on a project’s hedge value (the difference between the 

proposed contract price and the projected market price). Because the hedge value 

represents a relatively small component of the value proposition for ratepayers, this 

approach will be ineffective in selecting projects with the highest net value.14 This is 

because a substantial amount of the net project value to ratepayers is in the wholesale 

cost reduction of energy, which isn't calculated until the second step of the evaluation. In 

other words, a project with a higher PPA cost compared to other projects could deliver 

substantially more benefits to ratepayers by reducing wholesale costs but may not make it 

to the second step of the quantitative evaluation.  

Finally, HQUS recommends that the RPS compliance benefit should be a qualitative metric. 

Since RPS markets are an administrative construct, which can and do change, it is not 

appropriate to assign a benefit to resources that currently qualify for Class 1 compliance in 

an evaluation process that seeks to compare resources which have similar environmental 

benefits. The real value of environmental attributes is the societal benefits of C02/GHG 

avoidance, and resources should be compared strictly on that basis. If RPS compliance is 

included in the quantitative evaluation, the lost benefit of the investment which would 

have otherwise occurred without the associated RECs should also be considered. For 

example, in most states Alternative Compliance Payments are used to fund energy 

efficiency investments. Any dollars paid towards RPS compliance in this solicitation is 

money that would have otherwise funded new projects with incremental benefits to the 

region. These lost benefits should be included to calculate the real net benefit of a 

project.15  

g. Regulatory Risk for the "delivery commitment model" should be identified 

and efforts be made to increase certainty of cost recovery for all eligible 

projects in the RFP.  

The draft RFP states that the solicitation is broader in scope and geography than state-

specific requirements and that “certain aspects of this RFP may require legislative and/or 

                                                           
14

 Calculating the hedge value is highly subjective, and considerably more susceptible to forecasting errors. By contrast, Project 
benefits related to wholesale cost reductions are much less objective and have a much smaller margin of error (broad consensus 
exists that there is value created through an increased supply and the resulting decrease in energy/capacity prices). 

15
 While it is difficult to predict future Class 1 REC compliance costs, ACP in the region is at or above $55/attribute. In the 

Connecticut 2014 Integrated Resource Plan ("IRP"), the Department of Energy and Environmental Protection ("DEEP") projects a 
regional shortage of Class 1 resources to occur by 201715[1]. The DEEP also projects that in Connecticut, even in years where 
supply is projected to exceed demand, it is assumed that the excess is small enough that REC prices will remain close to ACP15[2].  
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regulatory action in order to ensure cost recovery for certain types of proposals.”16 The 

final RFP should identify the types of eligible projects that may require legislative and 

regulatory action to ensure cost recovery. In particular, because the delivery commitment 

model is a new concept for funding transmission projects, HQUS is seeking additional 

information on whether this type of proposal is viewed as potentially requiring additional 

legislative and regulatory action and, if not, the specific approvals that would be required 

at the state level for the implementation of proposals that include a delivery 

commitment.17 Similarly, HQUS asks that Soliciting Parties explain their view of any 

regulatory risk associated with FERC approval of Transmission with a Clean Energy Delivery 

Commitment Model.18  

III. Additional Comments/Questions 

1. Bidders must certify that the price, term and conditions of the proposal are valid for 270 

days. HQUS observes that this is too long for suppliers to guarantee a price for a significant 

quantity of energy and urges the Procuring States to consider a shorter duration.  

2. Appendix B, Page 16 describes the information that is required about emissions data from 

existing and new generations. HQUS understands that the language in this section refers to 

continuous emissions monitoring and is applicable to thermal generating stations. It is not 

applicable to hydropower. The EPA rules that are referenced relate to the generation 

operations phase only. In this regard, under current EPA rules and according to the Clean 

Power Plan, hydropower has zero emissions. HQUS urges Procuring States to confirm that 

this section does not apply to hydropower resources eligible under this RFP.  

3. Section 1.2.2.1 states that bids for qualified clean energy and/or RECs via a PPA can include 

(i) Qualified Clean Energy only; (ii) RECs; and (iii) Qualified Clean Energy and associated 

RECs. HQUS seeks confirmation that this applies to hydro resources eligible under Se 7 of 

Public Act 13-303. 

  

                                                           
16

 Page 1 
17

 Page G-3, third bullet 
18

 Page G-13 
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IV. Conclusion 

HQUS appreciates the complexity of this initiative and the efforts that states have made to 

design a mechanism that can fund transmission to achieve public policy benefits in a way 

that maximizes the benefit to consumers by focusing on delivering energy to load centers 

and by pooling buying power within the region. HQUS is committed to working with the 

states and stakeholders in the process to add our expertise to the development of a new 

and innovative delivery commitment model.  

We do recognize that there is uncertainty surrounding such a model.  And that, with the 

participation of three states, the process steps are numerous and likely to include many 

variables that could impact the overall schedule. In this regard, HQUS urges Soliciting 

Parties to be mindful of the ongoing viability of existing projects that may be well 

positioned to participate in the RFP but may not be able to support an extended or 

uncertain development cycle.  This type of environment is in significant contrast to the 

needs facing the New England power system that are present today and may warrant state 

consideration of traditional models to ensure needed infrastructure in a timely fashion.  

 

 

HQUS Contacts: 

Stephen Molodetz, molodetz.stephen@hydro.qc.ca 

Carolyn O'Connor, oconnor.carolyn@hydro.qc.ca  

 


