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VIA ELECTRONIC DELIVERY                     February 5, 2019 

 
Mr. Michael Judge 
Director, Renewable & Alterative Energy Division 
Massachusetts Department of Energy Resources 
100 Cambridge St. Suite 1020 
Boston, MA 02114 
 

 
Re: Clean Peak Standard (CPS) Stakeholder Questions 

 

 

Dear Director Judge: 

The Environmental Markets Association (“EMA”) appreciates the opportunity to 

provide its responses to the set of questions the Massachusetts Department of Energy 

Resources (“DOER”) recently posted regarding the design and development of the Clean 

Peak Energy Portfolio Standard (“CPS”) that was established pursuant to the enactment 

of Chapter 227 pf the Acts of 2018. While there is no shortage of challenges associated 

with creating such a complex and comprehensive program, EMA is very excited about the 

prospects for the CPS and believes DOER has the opportunity to design a market-based 

mechanism that will serve as the template for many other states that are interested in 

pursuing similar clean energy objectives.  We appreciate DOER’s inclusive approach to 

this important undertaking and look forward to participating in this process to assist the 

Commonwealth in meeting its economic and environmental sustainability policy objectives 

in the most efficient and cost-effective manner possible. 

The EMA is a US-based trade association representing companies that have 

interests in the trading, legislation, and regulation of environmental markets. EMA was 

founded in 1997 as a 501(c)(6) not-for-profit organization. The members have decades of 

extensive, first-hand experience with market instruments related to federal and regional 

cap-and-trade programs in sulfur dioxide (“SO2”), nitrogen oxide (“NOx”), renewable fuels 

(“RINs”), and greenhouse gas emissions (carbon allowances and offsets), as well as state-

driven renewable energy certificate (“REC”) programs. EMA’s diverse member group 

represents a wide variety of participants in the clean energy markets, from utilities and 

electricity suppliers to renewable energy project developers and investors. Our members 

have extensive operational experience with renewable portfolio standards (“RPS”) 

compliance, REC trading, and renewable energy investment and, collectively, have 

significantly contributed to the aggregate economic investment to achieve the 

Commonwealth’s RPS. The EMA has a vested interest in the continued success of 

comprehensive and inclusive market-based mechanisms and RPS programs, including 

the CPS. Relying on our broad-based membership and their cumulative experience in 

these programs, we believe that EMA can provide a unique perspective as it relates to 

DOER’s Policy Deliberative. 
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As a general statement of our positions, EMA members are pleased to share a 

pair of guiding documents created by the collaboration of our experienced members: Best 

Practice Principles for Renewable Energy Certificate Markets (attached as Appendix A) 

and a Supplemental Guidance Document (attached as Appendix B). In them, EMA 

explains areas that are crucial to a well-functioning and efficient credit market that can 

maximize CPS benefits. Specifically, these principles are: 

1) Tradeable Products 

2) Market-Based Pricing 

3) Market Design that Fosters Transparency, Competition, and Liquidity 

4) Market Oversight 

5) Market Integrity and Stability 
 

EMA’s principles and supplemental design practices encourage private market investment 

and result in well-functioning and efficient markets that achieve the stated goals at the 

most competitive price to ratepayers. EMA’s market principles provide guidance for a  CPS 

market-based mechanism designed to efficiently work with the Commonwealth’s retail 

electric choice policy to the benefit of ratepayers. 

 To be certain, DOER faces many important decisions that will serve as the 

foundation of the CPS program, and EMA does not believe that it is appropriate for us to 

comment on some of these issues where our members may have differing opinions.  We 

are confident that many of our members will be submitting their own responses to DOERs 

Policy Deliberative independently of the EMA. For example, we do not feel we should 

express any preferences regarding technology, interconnection and/or geographic 

eligibility for either Clean Peak Resources or Qualified RPS Resources. However, at its 

core EMA and its members support liquid markets that foster competition among different 

resources to achieve the stated goals of the program in the most efficient manner possible. 

While the use of tiers to individually support different types of resources is sometimes 

warranted, we would caution that such an approach in the CPS should be avoided if at all 

possible.   

EMA does feel it is within its purview to express our thoughts on certain aspects of 

the CPS, specifically relating to the questions posed in the sections “Metering”, “Value of 

Certificates” and “Long-term Contracts”: 

• Metering:  

While we will not comment on the specific merits of the Independent Third-Party 

Meter Reader approach, we would like to express our support for a program design 

incorporating stream-lined processes and the use of state-of-the-art technologies that 

could create validated credits in a timely and cost-effective manner. As an example, in the 

case of transmission level storage, attaching the actual retired RECs to the CPS credit 

would result in an auditable record. In addition, the hourly uploading and tracking of 

generation data from NEPOOL is critical.  Thorough and transparent procedures such as 

these give markets the confidence that create the necessary liquidity to achieve the 

program objectives.  
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• Value of Certificates:  

29. How much value is likely needed on a per MWh basis to incentivize different 

types of existing resources to operate during peak windows and/or new 

resources developed or financed using CPS revenue streams? 

30. How should DOER establish these values?  

Given the wording of question 29, it would appear that DOER is inclined to derive an 

appropriate ACP level by determining the “revenue-gap” facing various technologies that 

would be eligible under the CPS. However, such a cost-based approach, while on the 

surface logical, is inherently difficult given the complex nature of this proposed program.  

Many of the different technologies are already eligible for multiple funding streams under 

both renewable (e.g. RECs and the storage adder under the SMART program) as well as 

traditional energy (e.g. FCM and Ancillary Services payments) market programs.   Absent 

the use of separate tiers for different technologies and/or credit adders/multipliers, it would 

seem that this level of granularity is not achievable.   

In referencing our Supplemental Guidance Document mentioned above, EMA would 

encourage DOER to establish the ACP’s “at sufficiently high enough levels that both 

encourage... investment and market tradability/liquidity”.  A high ACP does not necessarily 

result in a high cost of compliance to ratepayers; mechanisms such as banking/borrowing 

as well as the allocation of ACP funds collected can serve to mitigate such costs.  Our 

recommendation therefore would be to establish as high an ACP as can be justified by 

the highest cost technology, and to include these other mechanisms.  

 

• Long-term Contracts: 

In establishing certificate values, DOER “may include a process by which 

electric distribution companies competitively procure clean peak certificates 

from clean peak resources and enter into long-term contracts, subject to the 

approval of the department of public utilities” 

31. If DOER does require competitive procurements:  

a) What types of facilities should be able to participate in solicitations? 

Should it be limited to certain types of facilities (e.g. facilities that are 

either new and/or not already supported by another type of long-term 

contract or financing tool)?  

b) How frequently should solicitations take place?  

c) How large should the procurements be (e.g. percentage of total load 

or annual requirement)?  

d) How should the contract price be established? Pay as bid? Reverse 

auction mechanism with a single clearing price for all resources? 

Other? 

 



              Environmental Markets Association 

529 14th Street NW, Suite 750 

Washington, DC 20045 

www.emahq.org  

 

4 

 

 

The Massachusetts Legislature has laid out many ambitious goals for achieving a clean 

energy future, and DOER is faced with achieving these goals while balancing the needs 

of ratepayers for affordable energy.  We acknowledge in our Best Practice Principles that: 

 “tradable RECs and long-term contracting programs can successfully coexist; 

however, long-term contracting programs should not be legislated in replacement of, 

or at the expense of, open and competitive tradable markets that go above and beyond 

the designated contract volumes in the long-term contracting programs”  

In answering the specific question posed by DOER, we would suggest: 

a) Not appropriate for EMA to comment 

b) Regarding frequency, we would suggest smaller more frequent procurements, but 

only after the market has had a chance to establish itself and for the relevant cost 

curves to be better identified. It is our experience at EMA that inclusion of long-

term contracts conducted by state agencies often leads to higher costs of 

compliance for ratepayers, especially with brand new markets for emerging 

technologies.  We would argue that DOER should give the market sufficient time 

to develop before conducting such procurements. 

c) The procurements should be relatively small unless it can be shown that significant 

economies of scale are achievable.  In our opinion the role of such procurements 

would be to inform DOER as to the depth of participants and the relative economics 

of the various technologies providing CPS services, rather than as an attempt to 

deliver overall program compliance. 

d) Not appropriate for EMA to comment. 

 

Separate from these CPS policy recommendations, the EMA also encourages 

policymakers and stakeholders to begin to explore how credit trading programs might be 

used to meet some of the ambitious clean energy objectives introduced in the 

Massachusetts Legislature this session in SD 1625 and HD 3092.  

Thank you for your consideration of our comments. EMA appreciates DOER’s 

thorough and inclusive approach to the design of this ground-breaking program and is 

prepared to offer additional input or clarification of our responses as required by DOER as 

the Commonwealth moves towards its clean energy future. 

 

Sincerely, 

 

David Bernstein 

Executive Director 

Environmental Markets Association 

Ph: (212) 297-2138 
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Appendix A – Best Practice Principles for Renewable Energy Certificate Markets 
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Appendix B – Supplemental Guidance Document 
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