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With power costs soaring,

MMWEC reports help

with financial planning
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S&P ugrades Nuclear Project No. 4 rating and
affirms others, citing credit quality and strengths

Website access by
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See Page 2

FERC establishes
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LICAP alternatives

See Page 3

Stony Brook welder/mechanic Jeff Witt measures rotor clearances on the Stony Brook Unit 1C
turbine blades. A routine inspection revealed damage to the blades, some of which can be seen
near the bottom/center of this photo, resulting in a forced outage of the unit. See story, Page 3.

MMWEC has received a favorable
credit report from Standard & Poor’s
Ratings Services (S&P), which raised the
credit rating on one of MMWEC’s seven
power supply projects from BBB+ to A-,
citing an improvement in the credit quality
of certain project participants. S&P raised
the rating on Nuclear Project No. 4, which
encompasses a portion of MMWEC’s
ownership in Seabrook Station.

Following its annual review of
MMWEC credit ratings, S&P also
reaffirmed its ratings on six MMWEC
projects and withdrew its ratings on the
Stony Brook Peaking Project, for which
the debt recently was retired. S&P
assigned a stable outlook to all of its
MMWEC ratings.

“Clearly, this is a positive action that
reflects the stable and improving credit
quality of MMWEC and its project
participants,” said MMWEC Director of
Financial Services Ronald C. DeCurzio.

In analyzing MMWEC’s credit
standing, the Sept. 28 S&P  report cites the

strength of MMWEC’s power sales
agreements, the ability to recover power
supply costs without regulatory approval,
a supportive regulatory environment in
Massachusetts, and the competitive
electric rates of MMWEC’s project
participants, among other factors.

The ratings reaffirmed in the report
include A- ratings on four MMWEC power
supply projects and BBB+ ratings on two
other projects.

MMWEC’s bond-funded power
supply projects were established to finance
the organization’s ownership interests in
the Stony Brook, Seabrook Station,
Millstone Unit No. 3 and Wyman Unit
No. 4 electric generating plants.
Participants in the projects include 28
Massachusetts municipal utilities, with
most of the utilities participating in multiple
projects. Each project participant has
contracted with MMWEC to pay its share
of project costs, which include the cost of
debt service on MMWEC bonds and
MMWEC’s share of plant operating costs.
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Investment Portfolio Manager
James Kline uses his fingerprint to ac-
cess the Bloomberg Professional Ser-
vices website, where he monitors the
financial marketplace, trades  securities
and manages MMWEC’s investments.

At the office, he places his index
finger onto a small scanning device at-
tached to a USB port on his Bloomberg
work station and gains access when the
website recognizes his fingerprint.

For access from any computer in a
remote location, which is essential if
MMWEC loses its internet connection,
he uses a portable, credit-card-size scan-
ning device that recognizes his finger-
print and emits a signal that allows
website access when held close to a
designated area on the computer screen.
Bloomberg calls this its B-UNIT, the
latest in biometric internet security.

The fingerprint is the final step in a
multi-level authentication process that
also requires entry of MMWEC ac-
count information, a username and a

password.
With virtually all banking and trading

transactions conducted online now, such
technology not only improves security but
also is important in terms of disaster plan-
ning and business recovery.

 “This new technology enhances the
security of MMWEC’s treasury opera-
tions,” Kline said. “It also enables us to
continue functioning from a remote loca-
tion  in the event of a disaster.”

For access to its accounts at Bank of
America, in addition to usernames and
passwords, MMWEC uses another por-
table, credit-card-size device called a ran-
dom number generator, or “smart card”.
This device, not attached to the computer,
generates and displays a different number
every minute, with the number needed
during the logon process to access
MMWEC accounts.

“With increased reliance on the
internet, our auditors expressed some con-
cern about security and business continu-
ity,” said Director of Financial Services

Ronald C. DeCurzio. “The use of these
new technologies goes a long way toward
addressing those concerns.”

Website access by fingerprint is the latest
technology to come to MMWEC.

With wholesale power market costs soaring to record levels,
MMWEC is working to help ensure that its member utilities have
the resources in place to meet their financial requirements.

Reflecting the magnitude of recent cost increases, the aver-
age monthly ISO-New England interchange bill settled by
MMWEC has increased from $4 million
in 2003, to $6.5 million in 2004,  to a
projected average in excess of $12 million
in 2005. And costs are continuing to in-
crease, with the actual September inter-
change bill coming in at $22.1 million.

The reasons for these escalating costs
include higher fossil fuel prices, which
have driven average locational marginal
prices for energy to more than $100 per
megawatthour, more than double what
they were a year ago. Other reasons in-
clude higher charges to maintain system
reliability, such as the daily “reliability must run” charges in the
Northeastern Massachusetts load zone, which reached more
than $72 million in 2005 through mid-October, compared to $8.3
million for all of 2004.

One of MMWEC’s services involves the settlement and
payment of members’ interchange bills  from ISO-NE. These

bills reflect each member’s purchases and sales of wholesale
market products, including electric energy and transmission ser-
vices, through ISO-NE. MMWEC receives and pays a weekly
interchange bill from the ISO that includes the combined member
billings. MMWEC then verifies the weekly interchange expenses

and issues individual member interchange
bills. The weekly member interchange bills
are held at MMWEC for one month, after
which a single monthly interchange bill is
issued to each member. This process en-
abled MMWEC to maintain a monthly
billing cycle for members when the ISO
moved from monthly to weekly inter-
change billings.

The utilities receiving this service
maintain Working Capital accounts at
MMWEC that help MMWEC pay the
ISO bills weekly, as required. The time

difference between MMWEC paying the ISO and receiving pay-
ments from members can be up to 50 days.

To assist its members with financial planning, MMWEC’s
Financial Services Division recently completed a study of its
members’ working capital requirements. The study was based on

MMWEC Average Monthly ISO-NE
Interchange Bill

2003 2004 2005

$ 4 Million

$6.5 Million

$12 Million*

* Estimated. Expected to exceed $12 million in 2005.

MMWEC reports help with financial planning as wholesale power costs soar

New website access methods boost financial security, business recovery plans

Continued on Page 4
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LICAP settlement talks set
The Federal Energy Regulatory

Commission (FERC) has established a
settlement process for New England
parties to develop a workable alterna-
tive to the Locational Installed Capac-
ity Plan (LICAP) proposed by ISO-
New England.

FERC Settlement Judge Lawrence
Brenner, who presided over the settle-
ment  talks involving the establish-
ment of New England’s Regional
Transmission Organization, will over-
see the LICAP settlement process.

Judge Brenner has requested that
position statements be provided to him
by Oct. 26, and stated that he will be
available for separate meetings with
different groups on Nov. 7 in Boston.
In addition, he has scheduled a settle-
ment conference for Nov. 8 in Boston,
with the conference possibly continu-
ing into Nov. 9.

Any LICAP alternatives emerg-
ing from the settlement discussions
must be submitted to the FERC by
Jan. 31, 2006. MMWEC will be
participating in the settlement pro-
cess along with other New England
public power entities.

Natural gas supply concerns ISO
ISO-New England is proposing

enhancements to its Demand Response
Program and  a new emergency oper-
ating procedure to address its concerns
about potential electric generation
shortages this winter due to the im-
pacts of Hurricanes Katrina and Rita
on supplies of natural gas.

The ISO also states that it may need
to rely more heavily this winter on oil-
fired generation from dual-fueled units
that can burn oil or natural gas.

MMWEC is working to help its
members take advantage of new de-
mand response opportunities and to
address other issues associated with
the ISO’s natural gas concerns.

Stony Brook Intermediate Unit 1C is
back in operation following an approximate
12-day forced outage to repair damage
discovered during a routine inspection.

Damage to the Unit 1C turbine blades
showed up during borescopic inspections
of all five Stony Brook Intermediate and
Peaking Unit gas turbines.

The inspections, during which a
flexible probe with a camera at its end is
inserted into the turbines, are part of the
routine maintenance performed at the
plant. Borescopic inspections are a
relatively new method of examining
internal gas turbine components, limiting
the costs associated with dismantling
turbines for inspection..

 After opening the Unit 1C turbine
shell and closely inspecting the damage,

MMWEC decided to perform a complete
overhaul of the combustion and turbine
sections of the unit. Such an overhaul of
Unit 1C was scheduled for next year, and
parts required for the overhaul were in
MMWEC’s existing parts inventory.

Working two, 10-hour shifts per day
throughout the outage, Stony Brook staff
and specialty contractors completed the
overhaul in significantly less time than the
industry standard for such work,
minimizing the costs associated with the
unit being out of service.

MMWEC operates and is the principal
owner of the oil and gas-fired Stony Brook
plant, a 520-megawatt, combined-cycle
generator that provides electric energy and
capacity to 25 Massachusetts municipal
utilities and six Vermont utilities.

Stony Brook’s Bill Bacis, left, and Bill Densmore guide a piece of the hot gas ductwork into
place during the recent outage of Stony Brook Intermediate Unit 1C.

Stony Brook Unit 1C turbine undergoes overhaul
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actual third quarter and projected fourth
quarter 2005 interchange billings.

Not surprisingly, the study report
shows most members’ working capital re-
quirements increasing significantly. For
those members needing to increase their
working capital payments, MMWEC has
offered three payment options.

MMWEC also maintains a line of
credit that has been increased from $5
million to $10 million to provide added
working capital liquidity.

In addition, MMWEC provides its
members with Bulk Power Cost Projec-
tions, which are delivered in periodic re-
ports containing member-specific
projections.These reports are a longer-term
tool for planning budgets and rates that
project bulk power costs for the entire
year. These costs usually account for 70 -
80 percent of municipal utility budgets.

Typically, Bulk Power Cost Projec-
tions are issued in October for the year
ahead and updated at mid-year. This year,
due to the rapid increase in wholsale mar-
ket power costs, MMWEC updated the
reports a second time to reflect projected
fourth quarter 2005 costs.

In October 2005, MMWEC’s Power
Supply Division issued its Bulk Power Cost
Projections for 2006. The projections are
based  on numerous assumptions regarding
the operating levels and  costs of power
plants, as well as the best available esti-
mates of fuel costs and ISO-NE expenses,
among other things.

Again, not surprisingly, most mem-
bers’ bulk power costs for 2006 are ex-
pected to increase significantly. To help its
members track their bulk power costs
throughout the year, MMWEC maintains
system-specific charts on its private website

that track actual versus projected costs on
a monthly basis.

Based on these MMWEC reports, as
well as other system-specific factors, sev-
eral Massachusetts municipal utilities al-
ready have increased their rates to reflect
their rising wholesale power market ex-
penses, although the municipal rate in-
creases are lower than the rate increases
being proposed and implemented by the
state’s investor-owned utilities (IOUs).

A recent Boston Globe article reported
on a 4.8 percent rate increase implemented
by the Shrewsbury municipal utility, push-
ing the average residential electric bill in
that town to $50.90 per month, compared
to the 27.5 percent rate increase imple-
mented by Shrewsbury’s neighboring
IOU, National Grid, which increased the
average National Grid residential electric
bill to $81 per month.

MMWEC financial planning reports ...................................Continued from Page 2


