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The Stony Brook Energy Center (pictured above with its switchyard in the foreground)
has been dispatched daily since June 13, bringing the number of consecutive days in
operation, as of press time, to 73.  Stony Brook’s intermediate and peaking units have
been on line a combined total of 2,631.16 hours over the past 73 days.

Stony Brook intermediate, peaking units to be
enhanced by installation of  black start technology

Continued on Page 2

73 days of dispatch and counting . . .

MMWEC staff is proceeding with
            work necessary for the installa-
tion of black start capability for the
Stony Brook Energy Center’s intermedi-
ate unit 1B and peaking unit 2B, an
initiative that creates a significant new
revenue stream for MMWEC’s Stony
Brook participants.  The black start
project will allow the units to start
independently and reenergize the power
system during total blackout conditions.
Such units are required by ISO New
England (ISO-NE) to initiate system
restoration following a major system-
wide disturbance.

In return for the plant providing
black start capabilities, MMWEC’s
Stony Brook participants will receive
additional and previously unrealized
benefits from the ISO for these genera-
tion resources.

According to Generation Services
Director Joseph Roy, “Stony Brook is a
great candidate for black start duty
because it has the necessary characteris-

tics for implementing and maintaining
this capability,” adding that only a
limited number of generators are likely
to be involved in this ISO program.

A three-year contract has been
executed by ISO-NE’s Systems Restora-
tion Working Group and the MMWEC
organization, assuring a rate of $4.50/
kW-year for Stony Brook participants
during this period.  Additionally, black
start payments are expected to remain
stable after the first three years as any
black start rate changes must be ap-
proved by the Federal Energy Regula-
tory Commission (FERC).  It is antici-
pated that the $1.7 million cost for the
four megawatts of diesel generation and
switchgear required for the project
will be recovered within approxi-
mately 2.5 years.

To generate black start revenue
earlier than initially planned, MMWEC
is renting two diesel generators to
provide black start capabilities until
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MMWEC’s 2006 bulk power cost updates reflect
increasing market expenses for municipal systems

Special Project 2006A advances
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 Jolly named APPA Director
In June, Marblehead Municipal

Light Department General Manager
Robert V. Jolly, Jr., was elected to
complete one year of an unexpired term
on the American Public Power Associa-
tion (APPA) board of directors.  The
APPA board consists of 30 members
who develop and establish policies for
the national organization.

Although fuel prices have retreated
          significantly from their post-
hurricane highs, new wholesale power
market expenses are keeping the
MMWEC members’ bulk power costs
close to the initial projections for 2006,
according to the mid-year update of
MMWEC’s short-term bulk power
cost projections.

The June 28 update of 2006 bulk
power costs includes the initiation in
December of transition payments to
generators, as required by the settle-
ment agreement establishing a For-
ward Capacity Market (FCM) in New
England. The transition payments,
which will continue through the
planned launch of the FCM in June
2010, will cost the MMWEC mem-
bers approximately $54 million during
the entire transition period.

Other market expenses that are
increasing members’ bulk power costs
include charges that allegedly are
needed to maintain system reliability.
These charges include fixed, out-of-
market payments under Reliability
Must Run (RMR) agreements to
generators the ISO has determined are
needed for reliability. While
MMWEC has contested several of
these agreements and expects the
related charges to be mitigated
somewhat through settlement agree-
ments currently before the Federal
Energy Regulatory Commission
(FERC), the MMWEC members are
paying their share of the approximate
$700 million in RMR agreement
charges being imposed on New
England consumers.

Another type of reliability charge
that is increasing members’ bulk
power costs stems from the daily
market payments made to generators
the ISO determines are needed to
ensure system reliability. These
charges, which are called daily RMR
or uplift charges, are projected to
reach $100 million this year in
Southeastern Massachusetts alone,
following the ISO’s determination
that the Canal generating unit is needed

permanent generators are delivered in
September 2007.  The rental generators
have been ordered and are scheduled to
be delivered to the Stony Brook site
next month.  Staff plans to have the
units black start ready this fall.

MMWEC’s effort to expedite the
installation and subsequent black start
demonstration of the rental units will
result in the generation of black start
revenues for Stony Brook participants a
full year earlier than originally pro-
posed.  In addition, the rental strategy
ensures that this revenue stream will not
be affected even if the delivery date for
the permanent equipment is delayed.

Black start ......Cont. from Page 1

and should be paid to provide reserve
capacity in case there are other outages.

Bulk power costs for MMWEC’s
Stony Brook participants will increase
more modestly through the rest of the
year due to improvements being made
that will enable the Stony Brook plant
to provide black start service to ISO
New England. These costs will be more
than offset by payments from the ISO
once the improvements are complete.
(See related story on page 1.)

Fuel prices for the balance of the
year are expected to be lower than in
the initial projection of 2006 bulk
power costs, based on bids and price
trends in the New York Mercantile
Exchange forward markets for gas and
oil. The decline in fuel prices, however,
is generally offset by the increasing
wholesale power market costs.

MMWEC issues its bulk power
cost projections in October for the
coming year and updates the projec-
tions at mid-year based on numerous
assumptions regarding the operating
levels and costs of power plants, as well
as the best available estimates of fuel
costs and ISO expenses, among other
things. The projections of bulk power
costs, which usually account for 70-80
percent of municipal utility budgets, are
a tool used by member utilities in
planning their budgets and setting rates.

On July 12, the MMWEC Board
of Directors voted to extend the time
for Massachusetts and Rhode Island
municipal utilities to participate in
Phase II of Special Project 2006A, the
proposed 280-MW baseload genera-
tion unit for the Stony Brook site.  The
new deadline is August 31.  This
extension provided municipal manag-
ers and their commissioners sufficient
time to analyze the Major Work
Authorization (MWA) materials
associated with the project and make a
decision on participating in the project.

The Board also voted to issue an
addendum that clarifies certain aspects
of the project’s Project Development
Agreement (PDA).  The addendum
provides details regarding the estab-
lishment of a Participants Coordinat-
ing Committee, the budgeting of
development costs, and the realloca-
tion of participant shares, if necessary.

On August 9, the Board of
Directors issued a directive that
clarifies MMWEC’s commitment to
limit the interaction between the
proposed baseload unit and the
existing Stony Brook plant with regard
to fuel and water supplies.  The
directive stipulates that the water, gas,
and oil capabilities will be adequate to
meet the needs of the intermediate and
peaking units as well as those of the
new unit at any given time with no
fuel or water restrictions.  This
directive also specifies that, through a
third party evaluation, MMWEC will
determine the fair market value of the
common facilities associated with the
existing Stony Brook plant.
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Staff venture into strategic planning produces positive, forward-looking results
Implementation of  customer service, risk management initiatives currently under way

By actively participating in strategic
 planning and business alignment

workshops in June and July, MMWEC
staff members successfully initiated the
development of sustainable business
solutions for the MMWEC organiza-
tion.  Through these two team-driven
strategic workshops, staff set ambitious
corporate goals and objectives while
establishing MMWEC’s immediate and
long-term direction.

According to MMWEC General
Manager Glenn O. Steiger, these
intensive two-day strategic planning
sessions involved “the creation of a
framework that will drive the defini-
tion of MMWEC’s new direction
while leveraging its current talents
and expertise.”

Furthermore, Steiger said he
considered the workshops to be
“impressive and bold first steps in
shaping MMWEC’s future initiatives,
which ultimately will strengthen
MMWEC’s competitive advantage
and enhance overall business value
for MMWEC members.”

During the workshops, two consult-
ing firms provided MMWEC employ-
ees with information that aided in
building tactical plans of action for
implementation over the next year.  The
consultants encouraged staff to focus on
creating real-time business solutions in
the following four areas:

• Building on MMWEC’s core
   strengths as a high-value power
   supplier,
• Improving cost effectiveness for
   MMWEC members,
• Fostering a more proactive
   customer service approach, and
• Increasing MMWEC’s role as a
   regional voice for public power
   advocacy.
Throughout the strategic planning

process, staff was guided by the vision
of MMWEC as New England’s premier
public power supplier.  Additionally,
staff recognized the necessity of over-
coming fragmentation and building
unity among municipal utilities across

the region as a means of surviving in
today’s highly competitive marketplace
dominated by investor-owned utilities.

“Certainly, meeting the diverse
needs of so many municipal systems is
a challenge, but it is one that MMWEC
is undertaking with confidence and
excitement,” Steiger said.

Establishing an energy trading
desk, enhancing demand side manage-
ment and demand response initiatives,
elevating MMWEC’s transmission

presence, managing the organization’s
brand image, and strengthening com-
munications efforts were among the
strategies developed during the work-
shops.  These strategies are intended to
improve MMWEC’s business results
and help the organization realize its
regional vision.

MMWEC staff already has begun
putting some of these ideas into action,
most notably with the launch of the
organization’s new Member Assistance
Program (MAP) and the development
of MMWEC’s Energy Risk Manage-
ment policy.

Organized by staff in MMWEC’s
Member and Public Relations Division
in June, MAP will facilitate and

improve communications between
MMWEC and its member systems by
providing members with a central point
of contact in the organization to answer
questions and receive comments.  In
addition to this reactive portion of the
program, MAP customer service
representatives have been proactive in
contacting all MMWEC member
managers on a regular basis to provide
information regarding MMWEC’s
efforts on behalf of the membership.

In an effort to better define the
activities that MMWEC may undertake
in fulfilling its obligations under various
power procurement agreements, Supply
and Trading staff has been working
with the Risk Oversight Committee
(ROC) to develop an Energy Risk
Management policy.  Essentially, the
policy clarifies how MMWEC person-
nel can mitigate and limit member
system exposure to financial risk.  It
addresses MMWEC’s responsibilities in
investigating system-specific risk
tolerance levels, establishing risk
objectives, and implementing financial
and credit risk controls.  Additionally,
the policy defines the “best prac-
tice” organizational structure for
properly monitoring the energy risk
management function.

The ROC, a subcommittee of the
Board of Directors, is maintaining an
aggressive schedule to develop the
policy since its charter was approved
by the board on July 12 and by the
Audit Committee on August 3.  The
Energy Risk Management policy will
be recommended to the Board for
approval after the document has
been finalized.

MMWEC’s recent strategic

planning activities created “a

framework that will drive the

definition of MMWEC’s new

direction while leveraging its

current talents and expertise.”
- Glenn O. Steiger

MMWEC GENERAL MANAGER
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MMWEC legislation moves to Massachusetts House following Senate approval

A bill updating MMWEC’s enabling legislation was ap-
  proved by the Massachusetts Senate on June 30, and

MMWEC is working to have the bill enacted before the end of
the current legislative
session at year’s end.

The MMWEC bill,
Senate Bill 2608, proposes
several amendments to the 30-
year-old Chapter 775 of the
Acts of 1975, which enabled
MMWEC to become a non-
profit, public corporation and
political subdivision of the
Commonwealth of Massa-
chusetts in 1976. Essentially,
the amendments update the
definitions and other provi-
sions of Chapter 775,
consistent with changes in the
electric power industry and
the environment in which MMWEC operates.

The bill currently is before the House Committee on Ways
and Means. Although the bill did not advance beyond this point
before the July 31 conclusion of the General Court’s formal

session, there may be opportunities to move the bill to enact-
ment during informal sessions of the legislature that will
continue during the rest of the year.

MMWEC has re-
quested that its member
utilities contact their state
representatives and the
chairman of the House
Committee on Ways and
Means in an effort to keep
the bill moving through the
legislative process.

By updating Chapter
775, the bill would provide
MMWEC and its member
municipal utilities with the
same opportunities as their
competitors in New
England’s energy markets to
benefit from changes

resulting from restructuring of the electric power industry. It also
would help to maintain the time-tested and beneficial balance
between public and private enterprise in the Commonwealth’s
electricity marketplace.
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Among other things, the MMWEC bill would:
• Eliminate Chapter 775’s definition of “electric power facilities”

and replace it with a broader definition of “energy facilities” that
encompasses not only electric power facilities but also energy conser-
vation systems, renewable and alternative energy systems, and
systems for producing, moving, storing, buying and selling energy.
Currently, Chapter 775 authorizes MMWEC to issue tax-exempt
revenue bonds to finance “electric power facilities.”

• Change the definition of entities with which MMWEC does
business to include load aggregators, cities and towns, political subdivi-
sions and any other person or entity authorized to buy or sell energy.

• Expand the range of financing and financial tools available to
MMWEC to manage its assets, including bond proceeds, consistent
with the broader range of financial instruments and transactions that
are common today.
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