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Thirty years ago, on Dec. 17, 1975,  then-Massachusetts Gov. Michael Dukakis, seated
above, signed Chapter 775 of  the Acts of 1975, MMWEC’s enabling legislation.  This
important legislation authorized MMWEC to become a public corporation and issue tax-
exempt bonds to assist municipal utilities in developing an independent public power
supply in Massachusetts.  Along with the governor, present at the signing were (from left
to right) Holyoke Manager Francis H. King, Hudson Manager Horst Huehmer,
Littleton Manager Peter Heroux, Shrewsbury Manager James Baker, MMWEC General
Counsel Maurice Ferriter, MMWEC General  Manager Robert Ferragen, Wakefield
Manager Michael Collins, and Reading Manager Norbert Rhinerson.

MMWEC challenges Pittsfield generator
‘reliability’ payments as consumer exploitation

A Pittsfield, Mass. power plant
  that recently received more

than $250 million in consumer-funded
contract-buyout payments now is asking
federal regulators to approve an addi-
tional $36.5 million a year in “reliabil-
ity” payments from consumers in
Central and Western Massachusetts,
claiming that the additional payments
are needed to keep the generating unit in
operation.

The request would enable the
Pittsfield Generating Company, L.P. to
recover all or part of its costs twice, from
two different sets of consumers at the
same time, resulting in an exploitation of
consumers and windfall profits for the
generator, according to a motion to reject
the request filed with the Federal Energy

Regulatory Commission (FERC) by
MMWEC on Dec. 21. MMWEC is
joined in its motion by the municipal
utilities in South Hadley and Chicopee.

MMWEC states that Pittsfield’s
request presents an opportunity for the
FERC to “draw a line in the sand” with
respect to the growing number of requests
for Reliability Must Run (RMR) agree-
ments, which guarantee payments to
generators that are needed to ensure
electric service reliability in New En-
gland. To obtain such an agreement, a
generator must receive verification from
ISO-New England that it is needed for
reliability and must demonstrate that it is
unable to cover its operating costs with
revenue from other sources, including
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MMWEC’s Pittsfield RMR opposition....................................Continued from Page 1

Associated Building Wreckers recently used an excavator, above right, to demolish buildings 931
and 932 on the MMWEC site.  These two former military buildings functioned as a cafeteria and
a generator/pump house when the site was part of the Westover Air Force Base.  These were the
first two on-site buildings to be torn down since initial construction of the Stony Brook plant.
Because 931 and 932 had deteriorated beyond the point of usefulness, demolition was seen as a cost-
saving alternative to extensive repair and ongoing maintenance.  With the exception of the wood
waste, all of the demolition material was recycled for other construction uses.

Continued on Page 3

day-ahead and real-time energy markets
and bilateral contracts.

RMR agreements “are not perma-
nent life support” or “supplemental
funding options” for generators unable
to make money in competitive markets,
according to MMWEC. Instead, FERC
has found that RMR agreements are
intended for use only as a last resort to
ensure that a unit remains in operation
for reliability.  Pittsfield has not shown
that an RMR agreement is needed,
MMWEC states.

While the ISO has determined that
the gas-fired, 160-megawatt, four-
turbine Pittsfield plant is needed for
reliability, MMWEC argues that the
ISO’s analysis was flawed in many
respects, most seriously in its failure to
examine less expensive ways of resolv-
ing the relatively minor voltage support
problem identified as the threat to
reliability if the Pittsfield plant were not
available. The alternatives suggested by
MMWEC’s expert consultant,
Whitfield A. Russell, such as installing
an additional transformer or additional
capacitor banks, are not mysterious or
obscure. Rather, they are options that
the ISO should have examined as a
matter of standard transmission system
planning, but did not, Russell states.

The ISO’s reliability analysis “does
not demonstrate that continued operation
of all four Pittsfield units is the only way,
let alone the cheapest or least disruptive
way, to meet the area’s reliability needs,”
MMWEC states. “Ratepayers should not
be forced to spend $36 million per year for
an RMR agreement” while the ISO
leisurely contemplates other solutions as
part of its overall planning process,
according to MMWEC.

“ISO must do more than fiddle
while Rome burns at a rate of tens of
millions of dollars per year,” MMWEC
states. “On the contrary, requests for
RMR agreements should trigger a
prompt and diligent effort to identify less
expensive interim solutions that will
maintain reliability until an ‘optimum
solution’ is identified and implemented.”

Even if the FERC accepts the ISO’s
reliability analysis, Pittsfield has not
demonstrated that it needs the additional

financial support of an RMR agreement
to keep its plant operating, according to
MMWEC.  “Pittsfield has not experi-
enced and will not experience real
losses,” MMWEC states.

“The linchpin of Pittsfield’s
application is the preposterous claim
that the Commission should ignore
roughly $244 million in payments that
Pittsfield is receiving as a result of the
termination of three Power Purchase
Agreements, plus another $37 million in
connection with the sale of a gas contract
used to supply fuel to the plant,”
MMWEC states. Revenue from these
contract buyouts more than cover the
costs of keeping the plant in service for
at least several years, and Pittsfield
should not be allowed to pocket the
buyout revenues and extract additional
payments from consumers allegedly
needed to keep the plant in service,
according to MMWEC.

Pittsfield recently finalized an
agreement under which Boston utility
NSTAR agreed to pay Pittsfield $85
million to buy out of two power con-
tracts that would have run through 2011.
These payments, funded by NSTAR
ratepayers, are being made in install-
ments through December 2008. In

addition, wholesale supplier USGen
New England has paid Pittsfield more
than $157 million to buy out of another
contract that would have run into 2010.
In effect, Pittsfield already has received
payments that are based on the cost of
operating its plant into the next decade.

 In its filing, MMWEC cites
numerous reasons and previous FERC
orders supporting the inclusion of
contract buyout revenues in the analysis
used to determine the economic need for
an RMR agreement. In addition to
exploiting consumers and creating a
windfall for Pittsfield, excluding the
buyout revenues would create a perverse
incentive for other generators to liqui-
date profitable contracts, pocket the
buyout revenues, and return to
ratepayers for additional RMR revenues.

If the Pittsfield request is not rejected,
MMWEC asks that the FERC suspend the
request and establish a hearing where the
issues raised by the filing can be thor-
oughly investigated, including the amount
of RMR payments sought by Pittsfield.
Among other things, MMWEC states that
RMR recovery should be limited to
“going forward costs” rather than the full
cost of service recovery requested by
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Seabrook license gains 3.4 years with NRC amendment

LICAP settlement talks continue

MMWEC’s Seabrook Project
Participants, including 28

Massachusetts municipals and the Pascoag
(Rhode Island) Utility District, will reap
the benefits of the Nuclear Regulatory
Commission’s (NRC’s) decision to amend
the Seabrook Station’s operating license.
On Dec. 28, the NRC extended the
expiration date of the plant’s current
operating license by approximately 3.4
years, making March 15, 2030,
Seabrook’s new expiration date.

FPL Group, Inc., the plant’s
principal owner and operator, applied
for the change in 2005 as a means of
recovering time spent during zero-power
and low-power testing performed before
Seabrook was granted its 40-year, full-
power license.  FPL Group plans to
pursue an additional extension of its
operating license from the NRC, which
would allow the plant to continue
operating until 2050.

Located in Seabrook, New
Hampshire, Seabrook Station is a
1,150-megawatt nuclear generating
plant that serves as a vital component
of MMWEC’s power supply
resources.  MMWEC holds an 11.59
percent ownership interest in Seabrook
Station, and the organization sells its
share of unit output at cost to its
Seabrook Project Participants.  The
Taunton Municipal Lighting Plant and
the Hudson Light & Power
Department also maintain Seabrook
ownership shares of 0.1 percent and
0.08 percent, respectively.

The tax-exempt revenue bonds that
MMWEC issued to finance its Seabrook
ownership are scheduled to retire in
2019.  At that time, municipal utilities
participating in MMWEC’s Seabrook
Power Supply Project will not longer
have to make debt service payments as
part of their Seabrook project costs.

MMWEC staff, along with
representatives from other public
power entities, continue working to
resolve differences over ISO-New
England’s proposed Locational
Installed Capacity Plan (LICAP) by
participating in ongoing settlement
discussions.  Members of the public
power negotiating team, which
includes MMWEC’s Tim Peet;
CMEEC’s Brian Forshaw; VPPSA’s
Brian Evans-Mongeon; and attorneys
Scott Strauss and John Coyle, met at
the Federal Energy Regulatory
Commission (FERC) in Washington,
D.C., from Jan. 3-5.  They also met
in Boston from Jan. 10-13.

These discussions are part of the
FERC-established LICAP settlement
process that began back in October,
and any workable LICAP alterna-
tives arising from these confidential
talks must be submitted to the FERC
by the end of this month.

RMR protest . . . . . . . . . continued from page 2
Pittsfield.  “This request should be denied,
in that Pittsfield is operating in a ‘competi-
tive’ market, in which no generator is
owed or guaranteed recovery of its full
cost of service,” MMWEC states.

The Pittsfield plant is owned by U.S.
Bank National Association, which has
leased its interest in the plant to a subsid-
iary of General Electric, and operated by a
subsidiary of PurEnergy, an asset manage-
ment company specializing in operating
underperforming generation assets.

In addition to the Pittsfield RMR
request, MMWEC also is opposing
requests for RMR agreements for Mystic
Units 8 and 9 in Boston ($238 million/
year), Berkshire Power’s Agawam plant

($30 million/year), and Consolidated
Edison’s West Springfield Unit 3 ($8
million/year).

After rejection by the FERC on
semi-procedural grounds, Mystic
recently refiled its requests for RMR
agreements for Mystic Units 8 and 9, but
did not refile its RMR request for Mystic
Unit 7. MMWEC successfully requested
rejection of the initial Mystic RMR
filings, arguing among other things that
Unit 7 is ineligible for RMR coverage.
Mystic had requested approximately $50
million in annual RMR payments for
Unit 7, which could have cost municipal
utilities in Northeastern Massachusetts
about $4.3 million/year.

NYPA contracts move forward
At a Dec. 13 meeting, New York

Power Authority (NYPA) Trustees
recommended that the proposed
contracts between NYPA and out-of-
state Niagara Project power recipients
be transmitted to the Governor of
New York, George Pataki.  No issues
were raised during an earlier hearing
held on Nov. 8, and no negative
statements were added to the record
for the ten days it was held open for
additional commentary.

These proposed contracts would
obligate NYPA to provide
neighboring states with 10 percent of
the Niagara Project’s output at cost-
based rates for the contract term,
which covers the period from the
August 2007 expiration of the existing
contracts through Sept. 1, 2025.  The
Governor has at least 60 days to take
action on these proposed contracts.
MMWEC staff are optimistic that
these contracts will be approved in
their current form.
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MMWEC offers services for enrollment in ISO-NE’s demand response program

On Nov. 30, the Federal Energy
Regulatory Commission

(FERC) approved ISO-NE’s Winter
Supplemental Program, including the
Demand Response component of the
program, to address possible energy
shortages in the region this winter.
Although the FERC rejected MMWEC’s
request to allow municipals with
“Option B Settlement-Only Generators”
to participate in the Demand Response
Program, MMWEC continued to offer
its members the services necessary to
enroll eligible load assets or generators.

As a result, MMWEC successfully
registered four assets in the program: the
Groton School, the Worcester Water
Filtration Plant, the MMWEC
Administrative Office Building, and the
aggregated loads of the Littleton Light
Department’s office and the town’s water
treatment plant.  Collectively, these

resources can provide up to 1.25
megawatts of capacity to the ISO when a
demand response event occurs.

The ISO offers two additional
demand response programs for 30-minute
and a two-hour response resources.
Participants are guaranteed $500/Mwh
and $300/Mwh, respectively, in addition
to ICAP credit.  There are also load
response programs that provide a
minimum of $100/Mwh.  Participants

in load response are called when the
hourly price is projected to be over
$100/Mwh.  So far, MMWEC has
registered two assets, Graves Gravel
in Templeton and International Paper
Products in Westfield, for this
particular program.

 MMWEC will continue to assist its
members in taking advantage of new
demand response opportunities as they
become available.

Hundreds of public power represen-
tatives, including municipal utility
managers, board members, and govern-
ment officials, will be joining together
to help set the legislative priorities of
the American Public Power Association
(APPA) in the new year by participating
in the APPA’s annual legislative rally

on Capitol Hill.  The rally is scheduled
for Feb. 28 – March 3 at the Renais-
sance Washington, DC Hotel.

Anyone interested in attending the
event can contact Joy Ditto at (202)
467-2954 or at jditto@appanet.org.
Online registration is also available at
www.APPAnet.org.

2006 APPA Legislative Rally scheduled for Feb. 28
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