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NALCOR ENERGY 

Comments on Draft Request for Proposals for Clean Energy and Transmission   

Submitted to the CT DEEP, Mass. DOER, Eversource Energy, National Grid and Unitil   

March 27, 2015 

_____________________________________________________________________________________ 

Nalcor Energy (Nalcor), a provincial crown corporation owned by the Government of Newfoundland and 

Labrador, has experience in the development of large scale hydroelectric development and is pleased to 

provide the following comments on the draft RFP for clean energy resources in its capacity as both a 

developer of new hydroelectric generation and an owner/operator of existing hydroelectric facilities in 

eastern Canada.  

Nalcor’s comments are presented in three parts. First, we provide background on Nalcor Energy and the 

context for its interest in clean energy procurement opportunities in New England. Second, we present 

comments that are specifically relevant to procurement of new large scale hydroelectric generation.   

Third, we present comments relevant to procurement of clean energy supplies from existing generation 

facilities or relatively low capital cost clean generation projects.  

(i) Background - Nalcor Energy  

The Province of Newfoundland and Labrador has significant hydroelectric resources to serve its 

relatively small population of about 500,000 residents. As a result of previous developments and a new 

project currently underway, the Province’s own clean energy requirements will be met in the 

foreseeable future. These circumstances put the Province in a position to expand its export of clean 

energy into the Northeast region.    

The company’s business activities include the development, generation, transmission and sale of 

electricity; the exploration, development, production and sale of oil and gas; as well as industrial 

fabrication and energy marketing. Nalcor currently owns and operates over 7,000 MW of electrical 

generating capacity that is predominantly comprised of hydroelectric power.   

Our fleet of hydroelectric generating facilities includes the 5,400 MW facility at Churchill Falls, Labrador 

which is owned and operated by Churchill Falls Labrador Corp. CF(L)Co., a subsidiary of Nalcor. The 

Churchill Falls generation facility has been operational since the 1970s.  The majority of its production is 

currently exported to Hydro Quebec under long-term contractual arrangements that end in 2041. 

However, Newfoundland and Labrador Hydro, a subsidiary of Nalcor, sells some capacity and energy 

supplied to it by CFL(L)Co. from this facility for use in Labrador and for export. 

Nalcor’s future hydroelectric generation supply is encompassed by developments underway and 

planned for the lower portion of the Churchill River. The Lower Churchill Project includes two 

hydroelectric sites (Muskrat Falls and Gull Island) downstream from the Churchill Falls generation 
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station. These two facilities, when completed, will have a combined generating capacity in excess of 

3,000 MW and on average annually produce 17 terawatt hours (TWh) of electricity.  

Phase I of the Lower Churchill Project, Muskrat Falls (824 MW), was sanctioned in 2012 and is currently 

under construction with first power scheduled for 2017. The project will meet growing demand in 

Newfoundland and Labrador and Nova Scotia, while enabling reduction in carbon emitting generation in 

both provinces. Surplus energy from this development will meet additional future domestic needs as 

they arise and /or be exported. This significant development also involves construction of HVDC 

transmission, including a 1,100 km transmission link from Labrador to the Island of Newfoundland and a 

180 km Maritime transmission link from the Island of Newfoundland to Nova Scotia – the latter is being 

financed and constructed by Emera. The combined generation and transmission project configuration 

will interconnect Newfoundland to the North American grid and produce significant improvements in 

the operation of the Newfoundland and Labrador and Nova Scotia systems.  The development of this 

project has provided Nalcor with current experience in the negotiation of a regional, large scale 

generation and transmission project involving multiple governmental jurisdictions, public and private 

sector organizations, regulatory agencies, aboriginal groups, community consultations, financing  

agencies and others.        

Phase II of the Lower Churchill Project is  the Gull Island site, with 2,250 MW of generating capacity and  

an annual average energy of 12 TWh, this is a very significant source of clean power.  While construction 

has not yet commenced, the project has been well studied in terms of engineering and environmental 

impacts. The generation portion of the project has received environmental release. The output from this 

facility would substantially exceed the Province’s requirements for the foreseeable future and therefore 

is an ideal long-term clean electricity supply available for export that could be committed under a long-

term power contract.  In addition to the Lower Churchill project, there are other smaller untapped 

hydroelectric resources and wind resources in the province that could be developed to optimize 

utilization of new transmission developments.  

Interconnection of the Province’s electrical system to the North American grid as part of Phase 1 of the 

Lower Churchill project will mark a significant milestone for the Province and Nalcor Energy in its plans 

as a clean energy supplier in the region. Phase 2 of the Lower Churchill Project will mark a further and 

greater expansion as 2,250 MW of Gull Island power will be available to meet clean energy 

requirements on a long-term basis in the northeast region. It is in this context that Nalcor Energy is 

interested in clean energy procurement opportunities in the New England market that will enable 

development of this large scale resource.  

  

(ii) Procurement considerations for new large, scale hydroelectric generation 

The solicitation for comments indicates that the current draft RFP was developed pursuant to the clean 

energy goals of the states of Connecticut, Rhode Island and Massachusetts.  
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While the RFP provides the opportunity for the participating states to  act jointly to procure large 

supplies of electricity that no single state could procure unilaterally, the terms of the draft RFP are not 

suitable to enable proposals of supply requiring significant capital investment of the magnitude required 

for new large scale hydro development. The financing requirements and development lead times of 

these projects have significant implications for the procurement process and terms necessary for project 

development.  However, once these projects are developed they have very long operating lives offering 

reliable, long-term clean electricity supply at predictable cost. These requirements and benefits 

distinguish new large scale hydro from other renewable sources.    

The following comments are proposed considerations for potential future RFPs’. While Nalcor 

understands the limitations on the current draft RFP imposed by current eligibility criteria, we 

respectfully suggest that these comments be taken into consideration in the development of future RFPs 

designed to advance the region’s clean energy goals. 

Quantities and Contract Term Lengths  

The quantity and term of the power purchase contract are two elements that are essential to enabling 

financing of new project development. They determine the project’s future revenue stream. 

The quantities specified in the draft RFP would not be sufficient relative to the output of new large scale 

hydro to facilitate project financing or to optimize use of new associated transmission required to 

deliver incremental hydro imports from these projects. In order to benefit from economies of scale, a 

maximum transmission capacity of 1200 MW would have the capability to deliver up to 10 TWh/year. 

Thus a joint procurement for at least 10 TWh/year would enable a commitment of annual production 

sufficient to support financing, would achieve a lower delivered cost of power and allow for the 

integration of hydro with intermittent renewables, such as wind generation, to optimize use of 

transmission. 

With respect to contract term, large scale hydroelectric facilities have operational lives in excess of 75 

years. The significant up front capital investment combined with the low operating costs result in a 

predictably priced, cost effective supply over a long service life. A longer term supply contract would 

better reflect the longer debt amortization period necessary and appropriate for these projects. In 

addition, a longer contract term will reduce the delivered cost of energy and result in stable priced clean 

power for a longer period. Nalcor suggests that longer term contract proposals should not be 

disqualified if proponents can demonstrate cost effective benefits to ratepayers.  Contract terms up to 

30 or 35 years would be more likely to result in new large scale hydro proponents participating in the 

procurement process. 

Full Value Proposition  

The current draft RFP states that there will be no payments or price supports from the EDCs for capacity 

associated with any Qualified Clean Energy procured under the RFP. The proponent must rely on the 

New England forward capacity market to realize capacity value. While this may be appropriate for the 

current solicitation, this market mechanism does not provide sufficient revenue security to enable long-
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term project financing as the pricing is uncertain and there is no long-term firm market commitment as 

is the case with a power purchase agreement.  To secure access to new large scale hydro resources, a 

long-term revenue commitment that recognizes the full large scale hydro power value proposition that 

includes energy, capacity, reliability contributions and clean attributes over the term of PPA, i.e. 30 or 35 

years, is required. 

  

Solicitation Process  

The proposed schedule for the bidding process under the current draft RFP provides 75 days from the 

release of the RFP to the submission deadline at which time the proponent is making a firm 

commitment offer (as per section 3.5, informational  updates are permitted however changes to the 

terms are not permitted). If selected, the schedule provides a further 90 days for negotiation and 

execution of the contract.  These timelines would not be appropriate in the context of negotiation of 

large scale hydro projects given the magnitude of the capital investment required (multiple billion 

dollars), and the lead time and complexities of developments of this nature and scale. Nalcor Energy has 

successfully completed negotiation and sanctioning of an 824 MW hydroelectric generation project and 

associated transmission in Atlantic Canada. From this experience, a staged process between the 

submission of a proposal, agreement on a term sheet outlining the principal terms and the ultimate 

negotiation of the power contract is required. This process , by necessity, provides for an engagement 

between the bidder and the EDCs to negotiate towards mutual benefit.  As greater confidence is gained 

through the engagement process, all parties gain greater certainty regarding the project proposal and 

advantages while managing risk and thus will enable a final binding contractual commitment. 

 

(iii) Procurement Considerations  for  clean energy supplies from existing 

generation facilities or low capital cost clean generation projects 

Section 2.2.5 - Interconnection Requirements  

The RFP states that the EDC will not be responsible for any costs associated with Delivery other than the 

payment of bid prices. Similarly, EDCs will not be responsible for any scheduling associated with 

delivery. The Eligible Bidder will be responsible for all costs associated with interconnecting its project to 

the transmission grid and for ensuring that the Qualified Clean Energy is recognized in ISO-NE’s 

settlement system as injected in the ISO-NE energy market at a specified and agreed upon pricing node.   

The assignment of this responsibility to the bidder is reasonable as long as there are market mechanisms 

in place to enable the bidder to manage potential congestion risk between the injection point and the 

agreed upon delivery point over a long term contract. 

Question:  Have the Soliciting Parties and/or ISO New England given consideration to the issue of 

transmission congestion risk between the point of injection and the delivery point and how it may be 

mitigated by Eligible Bidders?  How might this congestion risk be managed over a long-term contract? 
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Conclusion  

Nalcor recognizes the potential benefits of multi-state RFP’s for long-term supply contracts in achieving 

clean energy goals for Massachusetts, Connecticut and Rhode Island and for developers of clean power 

projects to supply these markets. 

Nalcor has recent experience in the development of new large scale hydropower and presents the 

above comments primarily for consideration in the development of future solicitations to enable 

broader participation of potential developers of large scale hydro in the clean energy procurement 

process. 

In addition, we offer comment so that we may better assess the opportunity for Nalcor to participate in 

the current draft RFP. 

 


