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MEMORANDUM

83E Round 2 RFP Drafting Team
Keith McWhorter, Manager, Wholesale Power Contracts, Eversource

Operational analysis of Index Storage Credit (ISC) contracts and their
compliance with the definition of “Energy Services” as defined by Section
95 of Chapter 239 of the Acts of 2024, An Act Promoting Clean Energy Grid,
Advancing Equity and Protecting Ratepayers

Background

a. Section 83E

Section 98 of Chapter 239 of the Acts of 2024 amended Chapter 169 of the Acts
of 2008 by inserting Section 83E which requires each electric distribution
company (EDC), in coordination with the Department of Energy Resources
(DOER), to jointly and competitively solicit proposals for energy storage systems,
and if reasonable proposals have been received, enter into long term contracts
equalto, inthe aggregate, 5000 MW no later than July 31, 2030. The statute lays
out a clear schedule for procuring different durations of storage and specifies
that each procurement round after the first round (which is required to be
environmental attributes only) shall consider the inclusion of environmental
attributes, energy services, or a combination of both.

Energy Services as defined in Section 83B is a concept thatis unique to
Massachusetts. It was first introduced in a bill during the 2024 legislative session
as part of DOER’s effort to pass legislation to create a procurement division
within DOER that would be responsible for the solicitation, evaluation, and
contracting for clean energy. That legislation, of which a subsequent version
recently passed the House, would remove the EDCs as the contracting
counterparties for these long-term contracts and instead transfer that
responsibility to DOER. DOER never intended, at least notin its filed legislation,
for the EDCs to contract for energy services, but instead intended energy
services to be a contracting mechanism for DOER to use in its new role once the
legislation passed. From a practical perspective, that would concentrate both
the contracting risk and the regulatory risk with DOER rather than with the EDCs.
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However, Section 83E as passed, included DOER’s definition of Energy Services
as one of the two possible contracting mechanisms that could be considered for
storage procurements.

b. Energy Services

Section 95 of Chapter 239 of the Acts of 2024, An Act Promoting Clean Energy
Grid, Advancing Equity and Protecting Ratepayers, defines energy services as:

“Energy services”, operation of infrastructure that increases the deliverability
or reliability of clean energy generation or reduces the cost of clean energy
generation. Such infrastructure shall include, but not be limited to,
transmission, energy storage systems, as defined in section 1 of chapter 164
of the General Laws, and demand response technologies’

One note, there is a bill, H.5175, that was recently passed by the House, which
would refine this definition, but not in ways that address Eversource’s concerns
with the Indexed Storage Credit (ISC) framework.’

c. ISC Framework

For the second procurement under Section 83E, for 1000 MW of storage, DOER
proposed to utilize an ISC structure for an Energy Services contract. This is
modeled on the ISC mechanism recently introduced by NYSERDA in its ongoing
bulk storage procurement.?

To summarize how that pricing mechanism works, developers bid the price for a
credit that they need to finance their project. The EDCs would then pay the
developer that bid price minus a calculation of what the developer could have
earned in the energy markets by pursuing arbitrage and what the developer
could have earned in the capacity market. In essence, the mechanism seeks to
incentivize the developer to maximize revenues from other sources (energy and

T MA legislature, Bill H.5175 https://malegislature.gov/Bills/194/H5175

2 NYSERDA Bulk Energy Storage Program can be found here: https://www.nyserda.ny.gov/All-
Programs/Energy-Storage-Program/Developers-and-Contractors/Bulk-Storage-Incentives An explanation of
the ISC framework can be found in the Proposer’s Webinar slides under “Bulk Energy Storage Program
Resources”
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capacity markets) while providing an additional subsidy to the developer to build
their project.

There are benefits to this contracting mechanism, if implemented correctly,
including that it incentivizes the developer to operate based on pricing signals
and to participate in the capacity market, both of which are beneficial to the
overall ISO-NE market. It would allow projects outside of Massachusetts to
participate in the procurement, something which they are restricted from doing
in an environmental attribute-only RFP due to requirements in the Clean Peak
Standard (CPS) - the only renewable portfolio standard that storage facilities
qualify for. It would also make it easier for storage systems with discharge
capability beyond four hours to participate in the procurement because it does
not limit compensation for storage systems to the 4-hour discharge windows
defined by the CPS.

There are some challenges associated with implementing such a program, but
those mostly have to do with the awkwardness of incorporating the CPS into an
ISC pricing mechanism. The CPS was designed to provide the same additional
subsidy that the ISC seeks to provide; it just does so based on narrower
parameters. Those challenges, however, could likely be worked out as the ISC
formulais refined and could be accounted for in the quantitative evaluation of
the projects bid into the RFP.

Challenges with ISC

Despite the benefits of the ISC framework laid out above, an ISC contract, at
least for most of the bids we expect to receive, does not appear to align with the
statutory definition of Energy Services. If the EDCs were directed to enter into an
ISC contract without additional statutory changes, the EDCs would be exposed
to unacceptable liability.

As we discussed on prior Steering Committee meetings, the definition of Energy
Services relates to the operation of infrastructure, not just the existence of that
infrastructure, and requires that infrastructure operation to increase the
deliverability or reliability of clean energy or reduce the cost of clean energy. A
framework that is designed to incentivize projects to maximize arbitrage and
capacity revenues without being specifically tied to clean energy generation
does not meet those requirements.
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The EDCs act as stewards for our customers on these long-term contracts, and
itis our responsibility to make sure that every dollar paid out for a product or
service under one of these contracts meets the relevant statutory and/or
regulatory requirements. The EDCs are required to justify the costs associated
with these contracts annually, including the provision of appropriate
documentation, and failure to do so risks approval of cost recovery and/or could
result in legal challenges. That burden extends to every unit of product or
service that we pay for under each contract. As such, every long-term clean
energy contract that the Massachusetts EDCs have entered into to date includes
evidence via metered data, environmental attributes, or a combination of the
two to demonstrate that each unit that we pay for meets the requirements of the
governing statute or regulations for that RFP.

Energy storage contracts are no different. Each and every index storage credit
that Eversource pays for must be backed by evidence that it meets all relevant
statutory and regulatory requirements. In examining how it will meet this burden,
Eversource has determined that environmental attributes are not the only way to
show that an ISC is increasing the deliverability of clean energy. Projects which
are co-located with a clean energy generator or which have a contractual
relationship with a clean energy plant could also demonstrate that they meet the
requirements of all relevant statutes. We recognize that even with those
additional options, the pool of potential projects that would qualify is limited.
For this reason, statutory changes are necessary to ensure a sufficient pool of
potential projects are able to participate in a competitive solicitation consistent
with Section 83E.

Based on Eversource’s interpretation, DOER’s assertion that a procurement
evaluation model that forecasts increased renewable penetration and reduced
greenhouse gas emissions due to selected storage projects would be enough to
show that these contracts meet the statutory requirements is incorrect.
Procurement evaluation models are useful tools for evaluating bids in a
theoretical world, for comparing projects to one another, and for estimating the
benefits associated with a project in order to make an investment decision. They
do not represent real-world conditions and are heavily dependent on
assumptions put in place by the Evaluation Team, including assumptions about
the possible growth rate and caps of different renewable technologies. They
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cannot be relied upon to demonstrate compliance with the statutory
requirements in question, particularly over a 30-year contract.

No forecast is correct, no market develops as planned, and no infrastructure
projects of the scale associated with these energy storage facilities are
developed perfectly to plan. DOER and the EDCs need only look at the many
procurements they have conducted together under Sections 83-83E to
demonstrate that. For all, but one of those solicitations, the Evaluation Team
developed a market forecast model and for each subsequent solicitation that
market model needed to be substantially updated to reflect changes to
fundamental market conditions. Similarly, every project or portfolio that has
been selected based on the models has faced challenges including
terminations, delays, price changes, etc. A theoretical model developed in 2026
does not show that a credit, created years later as part of 30-year contract for a
project that may be significantly different from the original bid, complies with
any statute. Each index storage credit needs to stand on its own and be able to
clearly demonstrate that it meets all statutory requirements.

This is especially true for energy storage systems under current political and
market conditions. Unlike renewable energy generation, energy storage systems
are notinherently clean. In most cases storage systems charge from the system
energy mix, which in New England is primarily natural gas, and they are not 100%
efficient, meaning that they use more energy to charge than they discharge. In
New England, natural gas serves as the marginal resource in almost every hour
of the year, meaning that incremental demand caused by building energy storage
will be served by natural gas. As such absent a significant market shift that
increases renewable generation, most energy storage systems will be primarily
charged by fossil fuel and may increase rather than decrease emissions. There
are reputable studies that highlight cases where energy storage does more harm
than good for greenhouse gas emissions.?

3 A sampling of studies:

1)

2)

Michael T Craig et al., Carbon dioxide emissions effects of grid-scale electricity storage in a
decarbonizing power system (IOP Publishing, January 2018)
https://docs.nrel.gov/docs/fy180sti/68982.pdf

Jesse Buchsbaum et al., Spillovers from ancillary services to wholesale energy markets (The Rand
Journal of Economics, February 2024) https://onlinelibrary.wiley.com/doi/pdf/10.1111/1756-
2171.12459 - Utility Dive article summarizing the study: https://www.utilitydive.com/news/energy-
storage-grid-reliability-increase-carbon-emissions-coal-gas-michigan-study/714022/

Geoff Hancock and David Younan-Montgomery, Measuring the Carbon Impact of Battery Energy
Storage Systems (WattTime, November 2025)https://watttime.org/wp-
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This dynamic is the primary reason why the CPS has specific charging periods
during the highest periods of wind or solar generation. Even during those
charging periods, fossil fuel generation in New England often exceeds generation
from wind and solar sources. Storage facilities receiving Clean Peak Energy
Certificates (CPECs) that charge using system mix are charged largely by fossil
fuels. DOER has made the decision in the CPS that despite the significant
amount of fossil fuels in the system energy mix at those times, it is appropriate
to award CPECs to storage facilities that charge during those hours and
discharge during peak hours. This is a looser standard than any of the other
portfolio standards in Massachusetts.*

Eversource does not take issue with DOER’s decision to set a different standard
for the CPS. DOER is the appropriate entity to decide what standard to use, and
itis the appropriate party to defend that decision to award certificates based on
that standard. For the CPEC-only contracts currently under negotiation for
Round 1, the EDCs bear all of the contracting risk while DOER as the
administrator of the CPS program bears the risk for demonstrating compliance

content/uploads/2025/11/WattTime-Analysis-
MeasuringTheCarbonlmpactOfBatteryEnergyStorageSystems-202511-vFinal.pdf

4 Other Portfolio Standards (https://www.mass.gov/info-details/program-summaries):

1)

2)

Renewable Portfolio Standard (RPS) Class | (225 CMR 14.00): Generate energy from solar
photovoltaic, solar thermal electric, wind energy, small hydropower, landfill methane and anaerobic
digester gas, marine or hydrokinetic energy, geothermal energy, and specific types of biomass fuels.
Generators must have a COD after 1997. Tied to each metered MWh of renewable generation from a
qualified facility accounted for in NEPOOL GIS.

RPS Class Il Renewables (225 CMR 15.00): Same standard as RPS Class | but for generators in
service prior to 1998.

RPS Class Il Waste-to-Energy (225 CMR 15.00): Standard specifically for Waste Energy Generation
Units, which typically burn solid waste at extremely high temperatures to generate electricity. Tied to
metered generation from the facility.

Alternative Energy Portfolio Standard (APS) (225 CMR 16.00): portfolio standard for non-renewable
technologies that contribute to greenhouse gas compliance goals including Combined Heat and
Power (CHP), flywheel storage, and efficient steam technologies. Similar to RPS ties to each MWh
metered from the facility.

Clean Energy Standard (CES) (310 CMR 7.75): Certificates are applied to each MWh of metered
energy from a qualified clean energy generator. Can be met using RPS Class | certificates or by Clean
Generation Attributes. To qualify for a Clean Generation Attribute 1) a generation unit has to have net
lifecycle GHG emissions, over a 20-year life cycle, that yield at least a 50% reduction of greenhouse
gas emissions per unit of useful energy relative to the lifecycle greenhouse gas emissions from the
aggregate use of the operation of a new combined cycle natural gas electric generating facility, or 2)
the generation needs to be acquired pursuant to St. 2008, c. 169, § 83D(h), as inserted by St. 2016, c.
188, § 12. The EDCs, working with DOER and MassDEP, have gone to great lengths to develop a
system to demonstrate compliance with CES for attributes received from the NECEC project.
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with the CPS and the risk that the CPS regulations as written will withstand legal
scrutiny. Asking the EDCs to move forward with an ISC contract where each
certificate does not clearly tie to the deliverability of clean energy inappropriately
shifts that compliance risk to the EDCs and requires them to defend certificates
that do not comply with the standard set by the definition of Energy Services.

Eversource does agree with DOER’s conclusion that developing storage systems
could help create an environment that may increase the development of clean
generation resources. The increase in demand from energy storage in particular
hours could raise energy market prices, which could provide a market signal that
would incent the development and construction of additional clean energy
resources, like solar and wind. However, to date, very few renewable resources
have been brought online by merchant opportunities in New England and
actions by the federal government as well as market conditions have made it
harder and more expensive to develop renewable projects. As such, there is no
guarantee that clean generation resources will be developed at the scale that
would be needed to truly make these storage systems clean, and the EDCs
cannot demonstrate compliance with the statute based on potential, future
development.

Eversource is concerned about any precedent that we set in the 83E Round 2
procurement that could impact future clean energy procurements. Loosening
the standard for demonstrating compliance with statutory and/or regulatory
requirements sets a concerning precedent that could materially undermine
future procurements.

Conclusion

The issues outlined in this memo pertain to the ISC contracting mechanism and
whether it meets the requirements laid out in the definition of “Energy Services”
as defined by Section 95 of Chapter 239 of the Acts of 2024. Eversource has
negotiated, albeit so far unsuccessfully, at least one other similar contractin its
other service territories, although that contract does not have defined “Energy
Services” and the underlying statutory requirement is to simply procure storage.
Absent potential concerns related to federal preemption, Eversource could
move forward with an ISC-type contract if Section 83E was amended to simply
require the EDCs to contract for storage rather than energy services for storage.
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Other issues raised by Eversource in Steering Committee meetings, including
the potential undersupply of CPECs, from switching to an arbitrage optimization
model, via the ISC, from the CPEC-only model used in Round 1 are not
objections to the ISC. They are intended to flesh out the interaction between this
new model and the CPS which is unique to Massachusetts, to make sure that
the Evaluation Team is accurately capturing both the costs and benefits
associated with a potential shift to the ISC model during its evaluation.

Eversource’s recommendation is to continue with an Environmental Attributes-
only procurement in Round 2 while working together to seek statutory changes
to Section 83E or to the definition of Energy Services that would address our
concerns going forward and allow us to procure storage using an ISC or other
similar mechanism.





