Questions Submitted at the October 31, 2002 
Cape & Islands Offshore Wind Meeting

Questions for David O’Connor, Commissioner, DOER

Q. What is the role of the EFSB and the significance of their approval?  
A. Its jurisdiction extends only to the edge of "state" waters (which I believe extend 3 miles from shore and do not reach the site of the towers themselves which are in federal waters). The transmission line that would connect the towers to the grid would run underwater through state waters and overland on the Cape so this line is subject to EFSB jurisdiction. The Board would be required to make a determination that there would be a "need" for the line, that the proposed route was the least cost version which also minimized harmful impacts on the environment. The Board does have the authority to overrule local zoning and municipal permitting authorities in certain circumstances. 

Q. As most of the power is generated under long-term contracts, what percentage is generated on the spot market?  How much will one power station actually offset another based on this percentage. 
A. Every power plant will have a unique combination of long-term and medium-term contracts to sell its output that will vary from year to year and season to season.  It will use the spot market to sell power when it has extra and buy power when it runs short.  On average about 80% of the power in New England is sold by power plants under contracts and 20% is sold on the spot market. The amount any one power plant might displace the operation of another is difficult to estimate because of the unique physics of an electrical grid and the complex 

economics of plant dispatch in a region like ours. It is possible to say that the Cape Wind units would be more likely to displace the operation of the Canal plant than any other plant, but when and by how much is impossible to say.

Q. Given that MA & CT RPS requirements create a mandated market for Northeast Renewable Energy projects, will the cost of compliance depend, in part, on how much supply is available where the greater the supply the lower the cost and the lower the supply the higher the cost? 

A. Yes, the cost of compliance with RPS will vary according to how much or how little qualifying renewable projects operate in the region. The cost will be higher when fewer plants are built or operate, lower when there are more. 
Q. What is the likelihood that Connecticut, for example, would bid up for this Cape Wind (or any renewable) power and what would the effect of that be on supply/price for Cape Cod, Massachusetts? 

A. Retail sellers of electricity in CT, faced with their state's RPS requirements, might seek to purchase the Cape Wind facility's power (or at least the renewable attributes of its power which can be traded separately) at the same time retail sellers from MA would be seeking to purchase those attributes. All things being equal (which of course they never are in reality) this would tend to increase the value and therefore the price of those attributes in the regional renewable marketplace.

Question:  Will each of the sub-regions have to meet the 4% renewable rule, or will it be the state as a whole?

A. The sub-regions are relevant to determining the wholesale price of electricity, but not to compliance with RPS. Compliance with RPS is an obligation of any retail seller of electricity in MA, regardless of where their customers are in the state.  The requirements are determined on a state-wide basis for each supplier, measured as a percent of the total hours of electricity that supplier sells over the course of a year. 

Q. My understanding is that a generator recovers its capital costs through its contract, not spot, business.  So it seems to me that questions about the Cape Wind project could be:

1)
What % of contract/spot allocation would Cape Wind need to do to

be viable?  (recover capital costs, be profitable)

2)
Given that, what are we really talking about in terms of what

they would replace by forcing out older, less efficient plants?

A. Its impossible to say with precision what conditions would make Cape Wind profitable since it is a function of how much the plant runs, what it costs to maintain it (while operating and not operating) and what the prevailing prices are for both the energy it generates and the renewable certificates it will be able to sell. All these factors can vary widely. Unlike the days before deregulation when customers had to pay whatever rates would be needed to be sure a plant's costs were recovered, nowadays the risk of being unprofitable is borne entirely by the plant owner.

Questions for Charlie Salamone, NSTAR: 

Question 1:

Describe the changes to the reliability of power delivery to 
customers on Cape following Cape Wind interconnection. 

Answer

The interconnection of any generator to the system requires evaluation of two basic issues; system reliability and system performance. System reliability is about the frequency and duration of interruptions of service to customers and system performance is about the quality and sustainability of voltage provided to customers. One impact associated with the Wind Project interconnection that can be expected, absent completion of more detailed studies, concerns the system performance rather than system reliability. The conclusion that system voltages would be improved is based on the physical aspects of connecting an underground/submarine 115 kV cable to the transmission system. This will have a beneficial impact on system voltages and accordingly on system performance. It does not suggest any impact, positive or negative, to system reliability.
Question 2:

If reliability is likely to improve even when the Cape Wind 
plant is not generating power (as you suggested) please explain why and 
how this is so. 

Answer:

As noted in the previous answer the project’s impact on the reliability of the system has not yet been studied. The improvement referred to concerns system performance and this is associated primarily with system voltages. System voltages are supported by what is termed “reactive power”. Reactive power is primarily provided to the system by generators and capacitors. For example, there is currently a large 115 kV capacitor at Hyannis substation that provides such reactive power and helps support system voltages. A 115 kV cable, by the nature of its physical construction, has an electrical characteristic similar to a large capacitor and this characteristic is present whenever the cable is energized even if it does not have any power flowing on it. It is this physical characteristic that was being referred to that would have a beneficial effect on system performance.   
