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COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF PUBLIC UTILITIES  

 
NSTAR ELECTRIC COMPANY, D.P.U. 12-30 

 
DIRECT TESTIMONY OF 

JAMES G. DALY 

 

I. INTRODUCTION 1 

Q. Please state your name and business address. 2 

A. My name is James G. Daly.  My business address is One NSTAR Way, Westwood, 3 

Massachusetts 02090.  4 

Q. By whom are you employed and in what capacity? 5 

A. I am the Director, Electric and Gas Energy Supply for NSTAR Electric Company 6 

(“NSTAR Electric” or the “Company”) and NSTAR Gas Company. 7 

Q. Please describe your present responsibilities. 8 

A. As Director of Electric and Gas Energy Supply, I am responsible for securing a reliable 9 

energy supply on behalf of customers served by NSTAR Electric and NSTAR Gas, 10 

consistent with all applicable regulatory standards.  My responsibilities include the 11 

management of Basic Service supply, long-term contracts, compliance with the 12 

Renewable Portfolio Standards and a natural gas portfolio of pipeline, storage and LNG 13 

supplies.  I also represent the Company in various industry groups responsible for the 14 

ongoing development of power and natural gas markets.   15 

Q. Please describe your education and professional background. 16 

A. I graduated from Trinity College in Dublin, Ireland with a Bachelor’s Degree in Electric 17 

Engineering and from University College in Dublin, Ireland with a Master’s Degree in 18 
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Industrial Engineering.  From 1980 through 1988, I held the position of Regional 1 

Marketing Engineer/Senior Engineer with responsibility for supply arrangements with 2 

large industrial customers for the Electricity Supply Board in Dublin, Ireland.  I joined 3 

Unitil Service Corporation in 1988 and served in various positions including Senior Vice 4 

President and President of Unitil Power Corporation.  During my tenure at Unitil, I was 5 

responsible for the procurement, operations and management of power and natural gas 6 

portfolios for various Unitil subsidiaries.  From 1998 through 2000, I was President of 7 

Unitil Resources, Inc., developing an energy consulting business to major energy 8 

companies.  In 2000 through 2001, I held the position of Executive Vice President, 9 

Network Operations for Enermetrix.com, Inc., where I was responsible for developing an 10 

Internet-based network for large retail customers to procure electricity and natural gas.  11 

From 2001 through 2003, I was Vice President/Director of Power Market Development 12 

for Sprague Energy Corporation where I was responsible for developing a start-up retail 13 

electricity business servicing large commercial and industrial customers.  I joined 14 

NSTAR Electric and Gas Corporation in July 2003.    15 

Q. Have you previously testified in any formal hearings before regulatory bodies?  16 

A. Yes, I have testified in various proceedings before the Massachusetts Department of 17 

Public Utilities (the “Department”), the New Hampshire Public Utilities Commission, the 18 

Connecticut Public Utilities Commission and the Federal Energy Regulatory 19 

Commission.  In particular, I have testified before the Department in support of the 20 

Company’s previously executed long-term renewable contracts, approved by the 21 

Department in D.P.U. 07-64-A and D.P.U. 11-05/11-06/11-07.   22 
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II. SUMMARY OF TESTIMONY 1 

Q. What is the Company proposing in this proceeding? 2 

A. In this proceeding, the Company is requesting approval of a power-purchase agreement 3 

(“PPA”) with Cape Wind Associates, LLC (“Cape Wind”) for a total of 129 megawatts 4 

(“MW”) of renewable generation supply, associated capacity, renewable energy 5 

certificates (“RECs”) and other environmental attributes over a contract term of 15 years 6 

(the “Cape Wind PPA”), based on the requirements of the Act Relative to Green 7 

Communities (the “Green Communities Act” or the “GCA”) (St. 2008, c. 169, § 83) 8 

(“Section 83”).   9 

Q. Please describe your involvement with the development of the Cape Wind PPA. 10 

A. I was one of the representatives negotiating on behalf of NSTAR Electric in the 11 

development of the Cape Wind PPA. 12 

Q. What is the purpose of your testimony? 13 

A. My testimony, in concert with my fellow supporting witnesses in this proceeding, will 14 

demonstrate that the Cape Wind PPA satisfies in full the standards that apply to long-15 

term contracts for renewable energy as established by: (1) Section 83 of the GCA; (2) the 16 

Department’s implementing regulations at 220 C.M.R. §§ 17.00 et seq.; and (3) the 17 

Department’s orders in Massachusetts Electric Company and Nantucket Electric 18 

Company d/b/a National Grid, D.P.U. 10-54 and NSTAR Electric, D.P.U. 11-05/11-19 

06/11-07.  The specific focus of my testimony is to: (1) describe the key provisions of the 20 

PPA as well as the associated costs and benefits to the Company’s ratepayers; 21 

(2) summarize the pricing and market analysis performed by and on behalf of the 22 
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Company; (3) explain the reasons that the Company entered into the PPA with Cape 1 

Wind; (4) highlight the PPA’s compliance with Section 83 and the Department’s 2 

standards; and (5) provide an overview of the Company’s ratemaking and cost recovery 3 

proposals. 4 

Q. What exhibits are you sponsoring in your testimony? 5 

A. I am sponsoring four exhibits including my testimony, which is designated as 6 

Exhibit NSTAR-JGD-1.  Exhibit NSTAR-JGD-2 is a copy of the Cape Wind PPA.  7 

Exhibit NSTAR-JGD-3 provides the Company’s cost analysis of the PPA, including the 8 

market price projections for energy, capacity and RECs used by the Company.  Exhibit 9 

NSTAR-JGD-4 represents the forecast and methodology underlying the market price 10 

projections provided by the Company’s consultant, Levitan and Associates (“Levitan”), 11 

which are provided as confidential materials and are subject to a motion for a protective 12 

order that is being filed with this testimony.     13 

Q. Is the Company sponsoring additional witnesses to support this filing? 14 

A. Yes.  The Company is also sponsoring the testimony of Mr. Henry LaMontagne, who is 15 

NSTAR Electric’s Director of Regulatory Policy and Rates.  Mr. LaMontagne’s 16 

testimony describes the Company’s Long-Term Renewable Contract Adjustment Tariff 17 

and discusses the proposed cost recovery and projected bill impacts relating to the Cape 18 

Wind PPA.  In addition, in conjunction with Cape Wind, the Company is presenting Dr. 19 

Susan F. Tierney of the Analysis Group in support of approval of the PPA and its 20 

consistency with the requirements of Section 83, particularly regarding the growing gap 21 

between the supply and demand for renewable energy in the regional marketplace, cost-22 
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effectiveness considerations and the Department’s public interest standard.  Further, 1 

Dennis J. Duffy, Vice President of Regulatory Affairs at Energy Management, Inc. 2 

(“EMI”) for Cape Wind, provides testimony regarding the background of the Cape Wind 3 

project and various features of the facility and its compliance with Section 83’s 4 

provision, as well as providing additional support for the necessary findings the 5 

Department must make as part of its Section 83 review.  Collectively, along with my 6 

testimony, the witnesses presented by NSTAR Electric and Cape Wind establish that the 7 

Cape Wind PPA is fully compliant with Section 83 and the Department’s long-term 8 

contracting regulations and should be approved. 9 

III. OVERVIEW OF GCA AND DEPARTMENT STANDARDS 10 

Q. What is the basis for the Company’s request for approval of a long-term renewable 11 

contract with Cape Wind? 12 

A. The Company is requesting approval of a long-term renewable contract with Cape Wind 13 

in compliance with Section 83 of the GCA and the Department’s regulations set forth at 14 

220 C.M.R. §§ 17.00, et seq. 15 

Q. Would you please review the key provisions of Section 83 and the Department’s 16 

regulations as those requirements pertain to the Company’s filing? 17 

A. In Section 83, a long-term contract is defined as a contract with a term of 10 to 15 years.  18 

Each distribution company must solicit proposals from renewable energy developers at 19 

least twice during the five-year period commencing on July 1, 2009.  Provided that 20 

reasonable proposals are received, each distribution company must enter into cost-21 

effective long-term contracts to facilitate the financing of renewable energy generation.  22 

All proposed contracts must be reviewed and approved by the Department before those 23 
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contracts become effective. 1 

Taken together, Section 83 and the Department’s regulations authorize distribution 2 

companies to consider multiple contracting methods, including long-term contracts for 3 

RECs, for energy, and for a combination of both RECs and energy.  As established by the 4 

Department in D.P.U. 10-54 and as confirmed by the Supreme Judicial Court (the “SJC”) 5 

in Alliance to Protect Nantucket Sound, Inc. v. Department of Pub. Utils., 461 Mass. 166 6 

(2011) (“Alliance”), distribution companies may also consider various methods of 7 

soliciting proposals from renewable energy developers, including public solicitations, 8 

individual negotiations, or other methods.  Under Section 83, the Company is entitled to 9 

recover in full from its distribution customers the cost of any renewable energy procured 10 

through a Department-approved long-term PPA (net of any cost recovered through the 11 

wholesale market), as well as remuneration equal to 4 percent of the annual payments 12 

under each renewable contract as compensation to the distribution company for accepting 13 

the financial obligation of the long-term contract.  The SJC has acknowledged and 14 

affirmed these basic parameters of the statute in the recent Alliance decision.   15 

Q. Please describe the eligibility criteria for renewable energy projects. 16 

A. Section 83 and the Department’s regulations at 220 C.M.R. §§ 17.00, et seq. require that 17 

long-term contracts entered into by a distribution company must be executed with 18 

renewable energy generation sources that: 19 

 (a) Have a commercial operation date, as verified by the Department of Energy 20 

Resources (“DOER”), on or after January 1, 2008; 21 

 (b) Are qualified by DOER as eligible to participate in the renewable portfolio 22 

standards (“RPS”) program, and to sell RECs under the RPS program, pursuant to 23 

G.L. c. 25A, § 11F; and 24 
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(c) Are determined by the Department:  (1) to provide enhanced electricity reliability 1 

within the Commonwealth; (2) to contribute to moderating system peak-load 2 

requirements; (3) to be cost effective to Massachusetts electric ratepayers over the 3 

term of the contract; and (4) where feasible, to create additional employment;  4 

(d) Are determined by the Department to be a cost-effective mechanism for procuring 5 

renewable energy on a long-term basis; and 6 

(e) Facilitate the financing of renewable energy generation. 7 

Q. Please describe the Company’s options for the use of energy and RECs obtained 8 

through long-term contracts pursuant to Section 83 and the Department’s 9 

regulations. 10 

A. Section 83 and the Department’s regulations provide that after purchasing renewable 11 

energy, or RECs, or both, the Company may:  (1) sell the energy to its Basic Service 12 

customers, and retain RECs for the purpose of meeting its annual RPS obligation; (2) sell 13 

the energy into the wholesale electricity spot market, and sell the purchased RECs 14 

through a competitive bid process; or (3) select another transactional approach, in 15 

consultation with DOER, subject to review and approval of the Department. 16 

To the extent the Company chooses to sell the energy into the wholesale electricity spot 17 

market and the RECs through a competitive bid process, the Company must:  18 

(1) calculate the net cost of payments made under the long-term contracts against the 19 

proceeds obtained from the sale of energy and RECs; (2) credit or charge all distribution 20 

customers the difference between the contract payments and proceeds through a uniform, 21 

fully-reconciling annual factor in distribution rates, subject to review and approval by the 22 

Department; and (3) design a reconciliation process that allows the Company to recover 23 

all costs incurred under such contracts, subject to review and approval by the 24 

Department. 25 
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Q. Please describe the relationship between Section 83 and the Commonwealth’s RPS 1 

requirements. 2 

A. As noted above, one eligibility criterion under Section 83 and the Department’s 3 

regulations is that the renewable energy generation resource from which energy and/or 4 

RECs are procured under a long-term contract must be eligible to participate in the 5 

Commonwealth’s RPS program and to sell RECs under the program.  A distribution 6 

company may use RECs purchased under such a long-term contract to satisfy its RPS 7 

obligations.  However, the overall long-term contracting obligation established by 8 

Section 83 is separate and distinct from the distribution company’s obligation to meet 9 

RPS requirements pursuant to G.L. c. 25A, § 11F. 10 

IV. BACKGROUND AND KEY PROVISIONS OF THE CAPE WIND PPA 11 

Q. Please describe Cape Wind’s proposed renewable energy project. 12 

A. Cape Wind is proposing to construct a renewable wind-energy facility of approximately 13 

468 MW to be located offshore of Massachusetts in the adjacent federal waters of 14 

Nantucket Sound (the “Project”).  The electricity from the Wind Park will be delivered to 15 

the electric grid in Massachusetts via two 115 kilovolt (“kV”) electric transmission lines 16 

approximately 18 miles in length.  The facilities located in federal waters will include 17 

130 3.6 MW wind turbine generators (“WTGs”), an electric service platform (“ESP”) and 18 

related electric cabling.  The two transmission lines will extend from the ESP in federal 19 

waters and enter Massachusetts territorial waters at a point three miles from the shore.  20 

The submarine cables will make landfall in the Town of Yarmouth and extend under 21 

existing roadways and within an NSTAR Electric transmission right-of-way before 22 

interconnecting to an NSTAR Electric switching station located in Barnstable.  The PPA 23 
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that is the subject of this proceeding contemplates NSTAR Electric purchasing 129 MW, 1 

or approximately 27.5 percent, of the Project’s output. 2 

Q. Please describe the method of solicitation for the Cape Wind PPA at issue in this 3 

proceeding.  4 

A. Pursuant to Article 2.2.3 of the Settlement Agreement (the “Settlement Agreement”) 5 

executed by NSTAR and DOER and filed with the Department in D.P.U. 10-170, DOER, 6 

NSTAR and Cape Wind executed an MOU to authorize bilateral contract negotiations 7 

between National Grid and Cape Wind.  This MOU was submitted for Department 8 

approval on February 24, 2012 and docketed as D.P.U. 12-19.  The Department approved 9 

the MOU on March 22, 2012.  The PPA that resulted from that MOU and that is the 10 

subject of this proceeding was the result of arm’s-length negotiations undertaken between 11 

NSTAR Electric and Cape Wind pursuant to the MOU.  The SJC has affirmed that 12 

individual negotiations of the type conducted between NSTAR Electric and Cape Wind 13 

pursuant to the MOU are specifically authorized by Section 83.  See Alliance, 461 Mass. 14 

at 181-82. 15 

 The Settlement Agreement also contemplated that the “purchase price for the power and 16 

the purchase of RECs shall be substantially the same as those terms approved by the 17 

Department in National Grid, D.P.U. 10-54 (2010).”  Settlement Agreement at § 2.2.  As 18 

described in more detail below, the PPA with Cape Wind is designed such that all of 19 

material terms are the same as those approved by the Department in D.P.U. 10-54.  The 20 

PPA was executed on March 23, 2012. 21 
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Q. Please provide an overview of the key provisions of the Cape Wind PPA. 1 

A. Under the terms of the Cape Wind PPA, NSTAR Electric will purchase power from each 2 

phase of the Cape Wind facility beginning on its Partial Commercial Operation Date for 3 

15 years (PPA at §§ 2.2, 3.3).  The Cape Wind PPA will terminate 15 years after the 4 

Commercial Operation Date, which will be the date that all phases of the facility are 5 

substantially complete and capable of regular commercial operation (id.).  The Company 6 

will also terminate the PPA in the event that Cape Wind does not commence “Physical 7 

Construction” of the Cape Wind facility prior to December 31, 2015 (PPA at § 2.2(g)).  8 

“Physical Construction” means “any physical installation of equipment or materials into 9 

the seabed of the Facility construction site that is integral to the assembly of the wind 10 

turbine generation units included in the Facility” (PPA at §§ 1, 2.2(g)). 11 

 Pursuant to the PPA, NSTAR Electric will purchase the following “Products” associated 12 

with the output of the facility: energy, capacity, RECs and other environmental attributes 13 

(PPA at §§ 1, 4.1).  The Cape Wind PPA provides NSTAR Electric with the right and 14 

obligation to purchase these products associated with 27.5 percent of the output of the 15 

facility, up to a contract maximum amount of 129 MW (id.).  The quantity of products 16 

that NSTAR Electric is obligated to purchase may be adjusted based on changes that 17 

Cape Wind may make to the size of the proposed facility, subject to the 129 MW 18 

maximum amount described above (PPA at § 4.10).  If Cape Wind elects to reduce the 19 

nameplate capacity of the facility, the Company’s obligation to purchase the output will 20 

be adjusted to the least of: (1) 129 MWh per hour; or (2) the revised nameplate capacity 21 

minus the contract maximum amount under the National Grid PPA, adjusted pursuant to 22 
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the National Grid PPA, if applicable; or (3) 80 percent of the revised nameplate capacity 1 

(id.).  2 

 NSTAR Electric will pay a Bundled Price for the various products, including a Base 3 

Price, which may be adjusted as a result of multiple contingencies and are referred to as: 4 

(1) Size-Adjusted Base Price; (2) Tax Credit-Adjusted Price; (3) Financing-Adjusted 5 

Price; and (4) Cost-Adjusted Price (PPA at Exhibit E, Appendix X).  These adjustments 6 

are the same adjustments that were negotiated among the Attorney General, DOER, 7 

National Grid and Cape Wind, and were approved by the Department in D.P.U. 10-54.  8 

As will be described more fully below, several of these price adjustment provisions 9 

facilitate additional potential benefits to ratepayers through possible reductions in the 10 

Bundled Price paid by the Company for the output of the Cape Wind facility.  In 11 

addition, the adjusted price is subject to an Escalation Factor and a Wind Outperformance 12 

Adjustment Credit (the “WOAC”) (PPA at § 5.1(b); Exhibit E, Apps. X, Y).   13 

Q. What is the Base Price? 14 

A. The PPA establishes a Base Price equal to $187 per MWh for energy delivered in 15 

calendar year 2013 (“2013 Base Price”) (PPA at Exhibit E, Appendix X).  The Base Price 16 

is the beginning point for the Bundled Price.  The Bundled Price is the lesser of: (1) the 17 

Base Price, as adjusted for size, tax credits and financing; and (2) the Cost-Adjusted Price 18 

(id.).  The Bundled Price increases annually based on an escalation factor of 3.5 percent 19 

(PPA at § 5.1(b); Exhibit E, Appendix X). 20 

Q. What is the Size-Adjusted Base Price? 21 

A. As noted above, the price to be paid may be adjusted based upon changes to the size of 22 



Prefiled Direct Testimony of James G. Daly 
  D.P.U. 12-30 

Exhibit NSTAR-JGD-1 
  Page 12 
 
 

 

the Cape Wind facility.  The 2013 Base Price of $187 per MWh will be adjusted upward 1 

if Cape Wind reduces its nameplate capacity below the 468 MW level (PPA at § 4.10; 2 

Exhibit E, App. X).  The Base Price will increase by $0.0833 per MWh for each MW 3 

reduction in nameplate capacity below 468 MW (“2013 Size-Adjusted Base Price”), but 4 

the 2013 Size-Adjusted Base Price cannot exceed $193 per MWh (PPA at Exhibit E, 5 

Appendix X). 6 

Q. What is the Tax Credit-Adjusted Price? 7 

A. The Base Price may be further adjusted to reflect the facility’s eligibility for certain 8 

federal tax credits (“2013 Tax Credit-Adjusted Price”).  The 2013 Tax Credit-Adjusted 9 

Price will be determined by increasing the Size-Adjusted Base Price if the facility is not 10 

eligible for the federal Investment Tax Credit (“ITC”) or Production Tax Credit (“PTC”) 11 

(PPA at Exhibit E, Appendix X).  The 2013 Tax Credit-Adjusted Price will be 12 

determined by increasing the Size Adjusted Base Price by a factor of 1.10145 if the 13 

facility qualifies for only the PTC and not the ITC (id.).  The 2013 Tax Credit-Adjusted 14 

Price will be determined by increasing the Size Adjusted Base Price by a factor of 15 

1.13526 if the facility does not qualify for either tax credit (id.).  As was the case with the 16 

National Grid-Cape Wind PPA, the Tax Credit-Adjusted Price provisions were 17 

negotiated in order to ensure that the financial risk of federal tax benefits being 18 

unavailable would be shared between Cape Wind and NSTAR Electric’s ratepayers.  To 19 

balance the risk, the Tax Credit-Adjusted Price provisions represent approximately half 20 

of the financial impact on the Project.  Thus, NSTAR Electric’s ratepayers gain some 21 

insulation and Cape Wind has a strong incentive to secure the ITC and PTC, if available.   22 
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 I would note that these federal tax incentives, i.e., the ITC and PTC, apply to the entire 1 

renewable energy industry.  If those tax incentives expire and are not renewed by 2 

Congress, the negative effect will be experienced by renewable energy facilities across 3 

the country.  However, whereas for other renewable energy facilities the absence of the 4 

federal tax credits will be absorbed and reflected internally in their pricing, in the case of 5 

the Cape Wind PPA, only about half of the corresponding amount will be reflected in the 6 

Project’s pricing under the PPA.  In this manner, the proposed PPA treats this 7 

contingency in a way that is likely to be more favorable than would be found in long-8 

term PPAs with other renewable energy facilities. 9 

Q. What is the Financing-Adjusted Price? 10 

A. The Cape Wind PPA includes a provision that will potentially lower the price of the 11 

contract to customers to reflect lower debt financing costs.  If Cape Wind is able to 12 

secure financing at an interest rate of lower than 7.5 percent, the Tax Credit-Adjusted 13 

Price will be adjusted downward (PPA at Exhibit E, Appendix X).  To the extent reduced 14 

financing costs are realized, such reductions will accrue to NSTAR Electric’s ratepayers 15 

through lower prices from the Cape Wind PPA in an amount equal to 75 percent of Cape 16 

Wind’s reduced annual payment obligation for each year of the contract term, assuming a 17 

35 percent tax rate (id.).  The Financing-Adjusted Price will be calculated once, at the 18 

time of the initial calculation of the Bundled Price (id.).   19 

Q. What is the Cost-Adjusted Price? 20 

A. The Cape Wind PPA also contains a provision that reduces the price of the contract if 21 

Cape Wind’s actual costs to construct the facility or the projected operating expenses are 22 
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less than have been projected (PPA at Exhibit E, Appendix X).  The Bundled Price will 1 

be adjusted downward if, at that price, Cape Wind’s internal rate of return (“IRR”) would 2 

exceed 10.75 percent (id.).  The Cost-Adjusted Price will be equal to: (1) the Bundled 3 

Price that would yield a forecasted net revenue stream required to allow Cape Wind to 4 

earn a 10.75 percent IRR; plus (2) 40 percent of the amount by which the IRR exceeds 5 

the 10.75 percent.  This one-time reduction would effect a 60/40 sharing of a decrease in 6 

Project costs if the actual costs to finance and construct the Project enable Cape Wind to 7 

earn above a threshold unlevered return on an after-tax basis of 10.75 percent (inclusive 8 

of both debt and equity).  In such a scenario, 60 percent of the benefits of this provision 9 

will flow to NSTAR Electric ratepayers (id.).  This cost adjustment benefits ratepayers 10 

because it aligns the Bundled Price with actual Project costs and protects against the 11 

possibility of windfall profits for Cape Wind.  12 

Q. Are there any other potential pricing adjustments in the contract with Cape Wind? 13 

A. Yes.  As I previously referenced, the PPA contains the WOAC (PPA at Exhibit E, 14 

Appendix Y).  Under the WOAC, if the Cape Wind facility’s Aggregate Actual 15 

Production exceeds its Aggregate Production Target, 50 percent of the surplus power will 16 

be credited without charge to the Buyer.  Any invoice reduction associated with this 17 

adjustment mechanism would appear at the end of a contract year and applied to invoices 18 

in the next contract year (id.).   19 

Q. Are there any other noteworthy provisions contained in the contract? 20 

A. Yes.  The contract contains an option to extend and a Most Favored Nation clause.  21 

Pursuant to the contract, NSTAR Electric has a one-time option to extend the Cape Wind 22 
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PPA for an additional ten-year period until the end of the expected 25-year life of the 1 

facility (PPA at § 2.2).  Under the extension option, NSTAR Electric’s customers would 2 

have the right to secure power from the Cape Wind facility to the extent that the cost of 3 

its power at the end of the initial term is then lower than other available sources in the 4 

marketplace.  The precise value of the option to extend is difficult to quantify because of 5 

uncertainty regarding Cape Wind’s future cost-based pricing as well as the then-current 6 

market prices for energy, capacity and RECs and any related products.  It is this 7 

uncertainty, however, that gives the option to extend its value because the contract price 8 

for the extension period (that itself must be approved by the Department) could serve as a 9 

hedge against higher prices of the various products in the future.  As a result, this 10 

provision may offer customers significant benefits down the road. 11 

 As with the National Grid-Cape Wind PPA, the contract also contains a Most Favored 12 

Nation clause, which would apply if Cape Wind enters into a new agreement with 13 

another party for the purchase and sale of the remaining output of the facility (or a 14 

portion thereof) (PPA at § 4.1(e)).  15 

Q. Does the Cape Wind PPA at issue in this proceeding differ in any material way from 16 

the PPA between National Grid and Cape Wind that was approved by the 17 

Department in D.P.U. 10-54? 18 

A. No it does not, except to the extent that NSTAR Electric is the counter-party rather than 19 

National Grid and that NSTAR Electric’s total maximum purchase obligation is for 129 20 

MW (i.e., approximately 27.5 percent), not 234 MW (i.e., 50 percent).  In addition, the 21 

NSTAR PPA has added a provision that the PPA will terminate if the Project has not 22 

commenced construction by December 31, 2015 (PPA at §§ 1, 2.2(g)).  In all other 23 
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material respects, the terms of the Cape Wind PPA are the same as the terms approved by 1 

the Department in D.P.U. 10-54.  2 

Q. What percentage of total energy demand is the Company’s aggregated obligation 3 

under the Cape Wind PPA as well as its other Section 83 compliant long-term 4 

contracts? 5 

A. The maximum amount that the Company is obligated to purchase pursuant to the Cape 6 

Wind PPA is 129 MW of energy per hour and a corresponding amount of capacity and 7 

RECs.  This maximum amount represents about 1.9 percent of NSTAR Electric’s 8 

distribution load in 2013.  In combination with the Company’s obligations pursuant to the 9 

long-term contracts approved by the Department in D.P.U. 11-05/11-06/11-07, the 10 

Company’s obligations would represent about 3.4 percent of NSTAR Electric’s actual 11 

distribution load in 2013.  The Company understands, based on the SJC’s recent decision 12 

in Alliance, that the 3 percent target is not a cap and that the Company may enter into 13 

long-term contracts for renewable energy for beyond 3 percent of its distribution load 14 

provided that such contracts are cost effective and approved by the Department. 15 

Q. Is there any obligation on the part of NSTAR Electric’s customers if the Cape Wind 16 

facility fails to generate energy or RECs? 17 

A. No.  The Cape Wind PPA obligates NSTAR Electric to purchase the designated products 18 

generated by the Cape Wind facility on an “as delivered” basis up to the contract 19 

maximum amount.  There is no obligation to purchase any products in excess of the 20 

contract maximum or make any payments in the event the Cape Wind facility does not 21 

operate at all.  Further, as noted above, in accordance with the PPA, the Cape Wind 22 

facility must meet certain milestones or risk termination of the PPA, including achieving 23 

the commencement of “Physical Construction” by December 31, 2015 (PPA, §§ 1, 24 
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2.2(g)). 1 

V. PRICING AND MARKET ANALYSIS 2 

Q. How do the costs under the Cape Wind PPA for energy, capacity and RECs 3 

compare with the market prices for energy, capacity and RECs? 4 

A. The costs for energy, capacity and RECs under the contract are higher than the Levitan 5 

forecast of market prices for energy, capacity and RECs during all years of the contract.  6 

The contract’s nominal above-market cost over the life of the contract is estimated to be 7 

$940 million should the project qualify for investment tax credits and $967 million 8 

should the project not qualify for any tax credits.  On a net present value, the 9 

corresponding amounts equal $489 million and $508 million, respectively. 10 

Q. How was the total above-market estimate derived? 11 

A. The Company prepared Exhibit NSTAR-JGD-3, which calculates the annual above-12 

market costs for energy, capacity and RECs for each year of the contract.  This was done 13 

by applying the forecasted output from the Cape Wind contract proposal to both the Cape 14 

Wind contract pricing terms (Exhibit NSTAR-JGD-2) and the market prices provided in 15 

the Levitan forecast (Exhibit NSTAR-JGD-3).  The net difference in costs plus the 16 

appropriate remuneration equals the above-market costs to be recovered from customers. 17 

Q. Did the Company consider price suppression in its analysis of the Cape Wind PPA? 18 

A. Not explicitly.  The Levitan Forecast includes the Cape Wind project as part of the 19 

resource mix so it includes the price suppression effect of Cape Wind.  However, as 20 

presented in the testimony of Mr. Duffy, a projection of wholesale price suppression with 21 

and without Cape Wind has been prepared and submitted for the Department’s review, in 22 
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accordance with the Department’s order in D.P.U. 10-54.  Price suppression reflects the 1 

effect in the wholesale market when a low-cost resource clears and reduces the hourly 2 

market clearing price of energy.  Because of Cape Wind’s use of wind as a fuel, it will be 3 

able to bid its output into the energy market at a price of zero and therefore reduces the 4 

price as it will displace higher price energy in the of the hourly dispatch in the ISO-NE 5 

Market. 6 

Q. Did the Company analyze the costs of the PPA in comparison with other available 7 

alternatives? 8 

A. Yes.  I refer to the testimony of Dr. Tierney, which provides an extensive evaluation of 9 

the costs and benefits associated with the PPA and concludes that the PPA is cost 10 

effective and consistent with the Department’s standards. 11 

Q. Are there cheaper renewable energy resources than Cape Wind? 12 

A. Yes.  Dr. Tierney’s testimony discusses the alternatives that may exist and at what price.  13 

However, NSTAR Electric recognizes that there is a significant and growing gap 14 

between the current and future demand for renewable energy resources and the available 15 

supply of such resources in the region, which strongly suggests that essentially all 16 

available resources must be brought to bear in order to satisfy state and regional RPS 17 

requirements.  A number of renewable energy projects, of different technologies, size, 18 

location, performance attributes and price will be needed to comply with Section 83 of 19 

the GCA and related RPS and Global Warming Solutions Act (“GWSA”) requirements.  20 

See D.P.U. 10-54, at 161-62. 21 

 In furtherance of the Commonwealth’s climate change goals, the Department has found 22 
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that price alone is an insufficient basis upon which to make a determination consistent 1 

with Section 83.  The Department rejected the adoption of a least-cost standard in D.P.U. 2 

10-54 because: (1) such a standard is not stated or implied in Section 83 (in fact, as the 3 

Department noted, Section 83 explicitly contemplates above-market costs by providing 4 

for an associated cost recovery mechanism); (2) such a test would ignore all non-price 5 

considerations, which is inconsistent with a consideration of all costs and benefits as 6 

specified in Section 83; and (3) there will be many resources necessary to achieve public 7 

policy objectives with a variety of other attributes called for under Section 83, and 8 

therefore, this resource must be considered.  D.P.U. 10-54, at 69-71. 9 

 As a result, the analysis requires a broad consideration of all costs and benefits in 10 

assessing the long-term PPA’s appropriateness.  A narrow focus solely on price would 11 

ignore the fact that the Cape Wind project offers unique and significant benefits relative 12 

to other available renewable resources resulting from, for example, the Cape Wind 13 

facility’s combination of size, close-by location to load, high annual capacity factor, 14 

advanced stage of permitting and development, and lack of need for substantial additional 15 

transmission infrastructure.  As the Department concluded in D.P.U. 10-54, an aggregate 16 

of smaller and potentially cheaper renewable resources would be unlikely to provide 17 

benefits comparable to the Cape Wind facility overall.  D.P.U. 10-54, at 233.  For the 18 

same reasons that the Department found that the National Grid PPA with Cape Wind was 19 

cost effective and in the public interest, the Department should find that the Company’s 20 

PPA with Cape Wind satisfies Section 83’s requirements and Department precedent. 21 
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VI. REASONS FOR CONTRACTING WITH CAPE WIND 1 

Q. Please explain the Company’s reasons for entering into the Cape Wind PPA at this 2 

time. 3 

A. There are a number of critical reasons that led the Company to pursue an agreement with 4 

Cape Wind.  Based upon the Department’s Order in D.P.U. 10-54 and the SJC’s 5 

affirmation of that decision in Alliance at the end of 2011, the Company was cognizant of 6 

the standards that were adopted for cost effectiveness, procurement methods, cost 7 

recovery and public interest considerations in reviewing long-term purchases of 8 

renewable energy under Section 83 of the GCA.  The Company also fully recognized the 9 

Department’s endorsement of Cape Wind’s PPA with National Grid and the highly 10 

beneficial role that the Cape Wind facility can play in meeting a variety of important 11 

statutory requirements. 12 

 In particular, as the Department found in D.P.U. 10-54, there are several unique and 13 

significant features of the Cape Wind facility and the proposed PPA, which are not 14 

otherwise available from other renewable energy sources, that the Company is keen on 15 

realizing for the benefit of its customers.  The full range of benefits is fully documented 16 

and discussed in the testimonies of Dr. Tierney and Mr. Duffy.  These benefits include: 17 

(1) Cape Wind’s role in achieving compliance with Massachusetts RPS requirements; 18 

(2) Cape Wind’s role in avoiding future GWSA compliance costs; (3) Cape Wind’s 19 

potential to enhance electric system reliability; (4) Cape Wind’s contribution to 20 

moderating system peak load; (5) the Project’s expected employment benefits; (6) the 21 

Project’s price suppression benefits; (7) the pricing adjustment provisions in the PPA; 22 

and (8) the extension options in the PPA.  As the Department made clear in D.P.U. 10-54, 23 
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all of these benefits are not only within the scope of cost-effectiveness considerations 1 

under Section 83, they are also uniquely and significantly facilitated by the Cape Wind 2 

facility; taken together, such benefits outweigh the likely range of above-market costs 3 

from the PPA. 4 

 Moreover, as Dr. Tierney determined, it is apparent that there will be a large gap over the 5 

next 10-15 years between the supply of and demand for renewable energy output given 6 

the current marketplace.  Statutory initiatives in the region, including the 7 

Commonwealth’s RPS program as well as obligations resulting from the GWSA, will be 8 

difficult, if not impossible, to achieve without substantial renewable resource additions 9 

such as Cape Wind.  As the Department has concluded in D.P.U. 10-54, the addition of 10 

offshore wind (and relatedly Cape Wind) will be essential in order to satisfy these 11 

requirements.  D.P.U. 10-54, at 161-62; 179-80.  With respect to RPS compliance, the 12 

Department has determined that the current and potential future supply of renewable 13 

energy would require new construction of approximately 4,317 MW of offshore wind and 14 

other renewables by 2025 to meet statutory standards.  D.P.U. 10-54, at 161-62.  The 15 

Department noted that this is equivalent to more than nine new Cape Wind projects.  Id. 16 

at 162.  We simply will not be able to meet these targets and statutory mandates in an 17 

efficient and timely manner unless renewable energy resources such as Cape Wind move 18 

forward and are brought to market in the near term. 19 

 With respect to GWSA compliance in particular, the Department concluded that offshore 20 

wind generally and Cape Wind in specific are “needed” to meet the aggressive emissions 21 

reduction targets of the GWSA.  Id. at 180.  Notably, the Department concluded that the 22 



Prefiled Direct Testimony of James G. Daly 
  D.P.U. 12-30 

Exhibit NSTAR-JGD-1 
  Page 22 
 
 

 

cost of the PPA at issue in D.P.U. 10-54 was “likely to be within the marginal cost of 1 

compliance with the GWSA.”  Id. at 181.  The Department opined that on that ground 2 

alone, the PPA could be considered cost effective.  Id.  3 

 The Company is mindful of the significant and challenging scope of these compliance 4 

requirements and the resulting costs that may be imposed on customers.  We believe that 5 

entering into an agreement with Cape Wind will enable the Company to make great 6 

strides in satisfying the Company’s obligations in a timely manner, indeed more so than 7 

from any other available renewable energy project, and will provide the most significant 8 

and immediate contribution to the achievement of the Commonwealth’s aggressive 9 

renewable energy, economic, and environmental goals.  Moreover, the fact that: (1) Cape 10 

Wind, from a permitting perspective, is the most advanced offshore wind project in the 11 

country; and (2) the Project represents the largest renewable energy project with the best 12 

expected capacity factor and on-peak performance in the development queue are crucial 13 

factors that contribute to the unique and extensive benefits associated with the proposed 14 

PPA.  For all of these reasons, the Company believes that there is no question that the 15 

Cape Wind PPA complies with Section 83 and that the time is now to enter into an 16 

agreement with Cape Wind. 17 

Q. Please summarize why the Cape Wind PPA is cost effective. 18 

A. As I stated earlier, Dr. Tierney addresses the cost-effectiveness issues in a comprehensive 19 

manner.  In addition, the Department made extensive and detailed findings regarding the 20 

costs and benefits of the Cape Wind PPA in D.P.U. 10-54.  The Department found that 21 

the spectrum of available benefits exceed even the high end of the likely range of above-22 
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market costs.  D.P.U. 10-54, at 215 (CORRECTED).  As I described earlier, the 1 

Department found that there are significant unquantified benefits associated with the 2 

Project in terms of its: (1) role in achieving compliance with Massachusetts RPS 3 

requirements; (2) role in avoiding future GWSA compliance costs; (3) potential to 4 

enhance electric system reliability; (4) contribution to moderating system peak load; (5) 5 

expected employment benefits; (6) price suppression benefits; (7) pricing adjustment 6 

provisions; and (8) extension options.  The Company agrees with the Department’s 7 

findings and considers these sources of benefits to be significant and to outweigh any 8 

estimated above-market costs. 9 

Q. Please summarize why the Cape Wind PPA is in the public interest. 10 

A. As discussed in Dr. Tierney’s testimony, in order to assess whether the Cape Wind PPA 11 

is in the public interest, consistent with the Department’s analysis in D.P.U. 10-54, the 12 

Department evaluates: (1) whether it is appropriate to procure renewable energy from 13 

Cape Wind notwithstanding the fact that there may be cheaper alternatives available; 14 

(2) whether the pricing terms in the Cape Wind PPA are reasonable, given the type of 15 

renewable energy resource being purchased; (3) whether the contract size is appropriate 16 

as a percentage of NSTAR Electric’s total electric demand; and (4) whether the bill 17 

impacts on NSTAR Electric ratepayers are acceptable when balanced with the benefits of 18 

the Cape Wind PPA. 19 

 As determined by the Department in D.P.U. 10-54, there are a number of reasons that a 20 

contract with Cape Wind is in the public interest.  First, although Cape Wind’s output 21 

may be more expensive than some alternative Section 83-compliant resources, the unique 22 
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benefits relative to other available generation resources because of the Project’s 1 

combination of size, close-by location to the major load center in New England, high 2 

capacity factor, superior peak-load contribution, unmatched role in avoiding potentially 3 

huge compliance costs associated with the GWSA, advanced stage of permitting and 4 

development, and its fully internalized and dedicated transmission line outweigh the 5 

potential costs.  As the Department found in D.P.U. 10-54, these features are not 6 

available from any single or combination of renewable energy resources.  D.P.U. 10-54, 7 

at 233. 8 

 Second, the Base Price compares favorably with the facility’s estimated costs, as well as 9 

other offshore wind projects both in the United States and abroad.  This comparison is 10 

echoed in D.P.U. 10-54 and is further addressed by Dr. Tierney.  Third, the Cape Wind 11 

PPA has a variety of provisions, as discussed above, that could result in material price 12 

reductions over time for customers, which would only improve the realization of benefits 13 

for our customers.  Fourth, as reflected in Mr. LaMontagne’s bill impact exhibits, the 14 

projected bill impact to NSTAR Electric residential customers using 500 kWh per month 15 

is 1.3% and not significant given the material benefits that the Cape Wind PPA provides. 16 

VII. THE CAPE WIND PPA COMPLIES WITH SECTION 83’s QUALIFYING 17 

STANDARDS AND REQUIREMENTS 18 

Q. Does the Cape Wind Project satisfy the Department’s regulations? 19 

A. Yes.  As noted previously, long-term contracts must be with renewable energy generation 20 

sources that:  (1) have a commercial operation date on or after January 1, 2008; (2) are 21 

qualified by DOER as eligible to participate in the RPS program, and to sell RECs under 22 
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the program, pursuant to M.G.L. c. 25A, § 11F; (3) are determined by the Department to 1 

provide enhanced electricity reliability within the Commonwealth of Massachusetts, to 2 

contribute to moderating system peak load requirements, to be cost effective to 3 

Massachusetts electric ratepayers over the term of the contract, and to create additional 4 

employment where feasible; (4) are determined by the Department to be a cost-effective 5 

mechanism for procuring renewable energy on a long-term basis; and (5) facilitate the 6 

financing of renewable energy generation. 7 

 The Cape Wind facility and the subject PPA satisfy each of these requirements and 8 

should be approved by the Department. 9 

Q. Will the Cape Wind Project have a commercial operation date on or after January 10 

1, 2008? 11 

A. Yes.  Cape Wind is not presently in operation.  As described by Mr. Duffy, Cape Wind is 12 

working diligently to achieve project financing in order to facilitate the commencement 13 

of construction.  Given that construction has not yet begun, the commercial operation 14 

date will be after January 1, 2008.  15 

Q. Has the Cape Wind Project been qualified by DOER for the RPS Program? 16 

A. Yes.  Wind generation qualifies as a Class I RPS resource.  It is my understanding that by 17 

letter dated December 23, 2009, DOER approved Cape Wind’s RPS Class I Statement of 18 

Qualification Application, finding that the Project meets the requirements for eligibility 19 

as an RPS Class I Renewable Generation Unit pursuant to 225 C.M.R. 14.05.  Cape 20 

Wind’s MA RPS Class I ID# is WD-1135-09.  A copy of the DOER approval letter is 21 

attached to the testimony of Mr. Duffy as Exhibit CW-DJD-3. 22 
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Q. How does the Cape Wind Project enhance reliability? 1 

A. As is described more fully in the testimony of Mr. Duffy and Dr. Tierney, the 2 

Department determined in D.P.U. 10-54 that Cape Wind will enhance the reliability of 3 

regional electric service based primarily on the location, size and capacity factor of the 4 

Project.  The Project also includes a dedicated, fully-permitted transmission line with the 5 

costs of the line internalized in the prices of the Cape Wind PPA; thus, the Project is not 6 

subject to the risk of transmission constraints and bottlenecks that can restrict the 7 

delivery of renewable energy from remote locations.  With respect to the Project’s 8 

location, it bears emphasis that the Project is located proximate to the largest customer 9 

load center in New England, thereby contributing to the minimization of transmission 10 

line losses and transmission constraints.  See D.P.U. 10-54, at 189.   11 

 Furthermore, because wind generation has no fuel cost, its output will be placed at the 12 

bottom of the bid stack in ISO-NE’s dispatch and will, therefore, displace the marginal 13 

unit which is likely to be either gas or oil, thereby increasing the reserve margins of those 14 

units.  In addition, unlike natural gas and oil which must be imported into the region, 15 

wind power is a local resource and serves to increase the region’s fuel diversity.  As 16 

noted by Mr. Duffy, the Project will also use well-tested and proven equipment that will 17 

contribute to the overall reliability of the Project.  Increased reserve margins and fuel 18 

diversity with proven technologies enhance system reliability. 19 

Q. How does the Cape Wind Project contribute to moderating system peak load? 20 

A. The Project would make a significant contribution to moderating system peak load.  The 21 

Department determined in D.P.U. 10-54 that, in order to assess a renewable energy 22 
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facility’s ability to moderate system peak load, the Department will consider the facility’s 1 

output and capacity factor during times of peak electricity load.  D.P.U. 10-54, at 198.  2 

The Department specifically concluded that the Cape Wind Project’s location near load 3 

and its ability to provide electricity coincident with the region’s peak demand hours 4 

would moderate peak loads.  Id. at 199.  In addition, Cape Wind’s superior annual 5 

capacity factor relative to land-based wind and other renewables would also contribute to 6 

the moderation of peak loads.  Id. at 199-200.  Given the Department’s decision in D.P.U. 7 

10-54, the ability of the Project to moderate peak load is clear. 8 

Q. Does the Cape Wind Project create additional employment? 9 

A. Yes.  The employment benefits of the Cape Wind Project are fully described and 10 

documented in the testimony of Mr. Duffy and Dr. Tierney.  The Department has 11 

previously found these benefits to be real and significant.  D.P.U. 10-54, at 207.  12 

Q. How does the approval of this contract facilitate the financing of renewable energy 13 

generation? 14 

A. Entering into long-term contracts solidifies the revenues for renewable energy projects, 15 

enhancing their ability to secure financing, and depending on the quality of the Buyer’s 16 

credit, lowers the cost of debt.  NSTAR has an A+ credit rating and is buying 27.5 17 

percent of the Project output.  Consequently, NSTAR’s very high quality credit rating 18 

translates into a lower cost of borrowing and enhances the project’s ability to secure 19 

financing.  In addition, the Department has already concluded that National Grid’s 20 

purchase of 234 MW (i.e., 50 percent of the maximum nameplate capacity of the Project 21 

of 468 MW) would facilitate the financing of the Project.  D.P.U. 10-54, at 272-73.  22 
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Thus, the Company’s proposed purchase of an additional 129 MW, thereby enabling 1 

Cape Wind to have a total of 77.5 percent of the Project’s output under long-term 2 

commitments with creditworthy purchasers, bolsters the likelihood that Cape Wind will 3 

be able to secure financing. 4 

Q. Why is the size of the Cape Wind PPA appropriate for NSTAR? 5 

A. According to Cape Wind’s witness, Mr. Duffy, with 77.5% of the facility under long-6 

term contract, this will be sufficient to secure project financing.  A stated goal of the 7 

Green Communities Act is to facilitate financing for renewable energy facilities.  In 8 

addition, the rate impacts to NSTAR Electric residential customers using 500 kWh per 9 

month is 1.3% and not significant given the benefits that the Cape Wind PPA provides.  10 

VIII. RATEMAKING ISSUES 11 

Q. How does the Company plan to use the renewable energy procured through the 12 

proposed contract? 13 

A. The Company intends to sell the renewable energy procured through the proposed 14 

contract to the Supplier of Basic Service at prices equal to the ISO-New England Real 15 

Time Energy Market price.  The difference between the Real Time Market price revenues 16 

and the contract costs will be credited to or charged to all NSTAR Electric distribution 17 

customers pursuant to the Company’s Department-approved Long-Term Renewable 18 

Contract Adjustment Mechanism (“LTRCA”) (M.D.P.U. No. 164), as discussed further 19 

in the testimony of Mr. LaMontagne.  20 

Q. How will the sale of the Cape Wind output effect the price of Basic Service? 21 

A. It will have no effect on the price of Basic Service.  Suppliers will be paying wholesale 22 
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market prices for the power as determined in the ISO-New England Real Time Market 1 

for the Cape Wind output.  Suppliers will treat the Cape Wind output as another source of 2 

power priced at spot market rates which will then be paid to NSTAR as a credit on the 3 

Basic Service bill.  NSTAR will then credit the Cape Wind contract costs in the same 4 

amount as received from the Basic Service suppliers with the remaining cost of the 5 

contract charged to all distribution customers.  Basic Service customers will be charged 6 

the full Basic Service rates without the credit from the sale of the Cape Wind output.   7 

Q. How will the Company use the RECs procured by the PPA? 8 

A. The Company will use the RECs procured by the contract to satisfy its RPS obligations 9 

associated with the provision of Basic Service.  The RECs being purchased under the 10 

contract will assist the Company in meeting its RPS obligation on a long-term basis.  The 11 

Company proposes to use the RECs to meet the RPS requirements rather than incur the 12 

cost of selling them into the market or through an auction and then repurchasing RECs to 13 

meet its RPS obligations.  The price charged to Basic Service customers will be 14 

determined using the weighted-average price (excluding Solar Carve-Out RECs) paid by 15 

the Company to third-party suppliers for Class I RECs procured through competitive 16 

solicitations to meet the Company’s RPS obligations.  Pursuant to the Company’s 17 

LTRCA, the costs of the RECs will be part of the reconciliation process in the LTRCA 18 

on an annual basis.  This is the same approach proposed by the Company and approved 19 

by the Department in D.P.U. 11-05/11-06/11-07. 20 
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Q. The Company is also proposing to purchase capacity associated with the contract.  1 

Please explain how the Company will do so? 2 

A. Per the terms of the PPA, Cape Wind is responsible for qualifying the Facility in the ISO-3 

NE capacity market.  Payments for capacity in the ISO-NE Forward Capacity Market 4 

(“FCM”) will be made directly to Cape Wind based on the facility’s seasonal claimed 5 

capability multiplied by the clearing prices for capacity established under the FCM 6 

through capacity auctions.  The capacity purchase under the contract will be reflected by 7 

a retrospective reduction in payments to Cape Wind by the Company each month in an 8 

amount equal to the capacity payments that Cape Wind either actually receives in the 9 

FCM for the company’s entitlement or that it would have received had it qualified for 10 

capacity payments in the FCM. 11 

Q. Is the Company proposing to collect remuneration relating to the procurement of 12 

this contract? 13 

A. Yes, consistent with the provisions of the GCA and the Department’s regulations, the 14 

Company is proposing remuneration equal to 4 percent of the annual payments under the 15 

PPA.  Mr. LaMontagne’s testimony includes this calculation as a component of the 16 

Company’s LTRCA, as approved by the Department in D.P.U. 11-05/11-06/11-07. 17 

Q. Does this conclude your testimony? 18 

A. Yes, it does. 19 
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NSTAR ELECTRIC COMPANY
FINANCIAL ANALYSIS OF LONG-TERM RENEWABLES CONTRACT

FORECAST FOR CAPE WIND
ABOVE-MARKET COST ($000)

Line Reference Total
NPV    

@6.62% 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
1 Contracted Capacity (MW) PPA 129 129 129 129 129 129 129 129 129 129 129 129 129 129 129
2 Avg. Annual Capacity Factor Cape wind 37.1% 37.1% 37.1% 37.1% 37.1% 37.1% 37.1% 37.1% 37.1% 37.1% 37.1% 37.1% 37.1% 37.1% 37.1%
3 Annual MWh Line 1 times Line 2 times 8,760 6,288,727   -              -              419,248       419,248  419,248  419,248  419,248  419,248   419,248  419,248   419,248   419,248   419,248   419,248    419,248    419,248    419,248  
4
5 Base Price Scenario (With ITC)
6 Energy Costs
7  Base PPA Price ($/MWh) PPA 193.55         200.32    207.33    214.59    222.10    229.87     237.92    246.24     254.86     263.78     273.01     282.57      292.46      302.70      313.29    
8  PPA Cost Line 3 times Line 7 1,565,718   822,451      -              -              81,143         83,983    86,923    89,965    93,114    96,373     99,746    103,237   106,850   110,590   114,461   118,467    122,613    126,905    131,346  
9  Remuneration Line 8 times 4 percent 62,629        32,898        -              -              3,246           3,359      3,477      3,599      3,725      3,855       3,990      4,129       4,274       4,424       4,578       4,739        4,905        5,076        5,254      
10   Total Contract Cost Line 8 plus Line 9 1,628,347   855,349      -              -              84,389         87,343    90,400    93,564    96,839    100,228   103,736  107,367   111,124   115,014   119,039   123,206    127,518    131,981    136,600  
11
12 Market Revenues
13  Market Price Forecast w/Tax Credits ($/MWh) Levitan,  generation weighted avg. 88.70           96.22      99.82      103.49    102.70    104.25     105.05    107.07     108.91     112.07     115.88     118.77      122.60      126.57      128.58    
14    Total Market Revenue Line 3 times Line 13 687,858      366,403      -              -              37,188         40,340    41,851    43,386    43,058    43,707     44,041    44,889     45,661     46,987     48,583     49,795      51,399      53,065      53,907    
15
16 Total Above-Market Cost Line 10 less Line 14 940,488      488,946      -              -              47,201         47,002    48,549    50,177    53,781    56,521     59,695    62,478     65,463     68,027     70,456     73,411      76,119      78,916      82,693    
17
18 Tax Credit Adjusted Price (No PTC or ITC)
19 Energy Costs
20 Tax Credit Adjusted PPA Price ($/MWh) PPA 219.72         227.41    235.37    243.61    252.14    260.96     270.10    279.55     289.33     299.46     309.94     320.79      332.02      343.64      355.67    
21  PPA Cost Line 3 times Line 20 1,777,497   933,695      -              -              92,119         95,343    98,680    102,134  105,709  109,408   113,238  117,201   121,303   125,549   129,943   134,491    139,198    144,070    149,112  
22  Remuneration Line 21 time 4 percent 71,100        37,348        -              -              3,685           3,814      3,947      4,085      4,228      4,376       4,530      4,688       4,852       5,022       5,198       5,380        5,568        5,763        5,964      
23   Total Contract Cost Line 21 plus Line 22 1,848,597   971,043      -              -              95,804         99,157    102,627  106,219  109,937  113,785   117,767  121,889   126,155   130,571   135,141   139,870    144,766    149,833    155,077  
24
25 Market Revenues
26  Market Price Forecast w/o Tax Credits ($/MWh) Levitan,  generation weighted avg. 107.99         111.99    115.05    120.80    124.37    130.24     135.21    141.26     145.96     150.85     156.03     159.94      164.31      168.19      169.44    
27    Total Market Revenue Line 3 times Line 26 881,110      463,005      -              -              45,273         46,953    48,235    50,645    52,141    54,603     56,688    59,225     61,194     63,244     65,415     67,055      68,888      70,512      71,039    
28
29 Total Above-Market Cost Line 23 less Line 27 967,487      508,038      -              -              50,531         52,204    54,392    55,574    57,796    59,182     61,079    62,664     64,961     67,327     69,725     72,816      75,878      79,320      84,038    
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