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MMWEC arguments contribute to expected 77%
drop in consumer payments under RMR agreements

Payments made to electricity gener-
ators by Massachusetts consumers
under so-called Reliability Must Run
(RMR) agreements are expected to fall
77 percent this year, from nearly $359
million in 2006 to about $82.5 million
in 2007, a result due in large part to
MMWEC’s long-standing opposition to
such agreements.

Over the past four years, MMWEC
has been the leading opponent of
Massachusetts RMR agreements before
the Federal Energy Regulatory Com-
mission (FERC), challenging the need
for and proposed rates associated with
the agreements. MMWEC has negotiat-
ed settlements that significantly reduce
the costs of RMR agreements for
consumers, and its arguments contribut-
ed to the collapse of three RMR
agreements that, if approved, would
have cost Massachusetts consumers an
additional $170 million per year.

RMR agreements guarantee
payments to power plants that 1) power
grid operator ISO New England
determines are needed to ensure electric
system reliability and 2) can demon-
strate that they are unable to cover their
operating costs with revenue from the
competitive marketplace or other
sources. The agreements are intended
to be a “last-resort” for providing plants
needed to ensure reliability with
revenue sufficient to remain in opera-
tion.  The FERC has stated that such
agreements, under which generators
effectively “opt out” of the competi-
tive market, should be as brief in
duration as possible.

A settlement agreement recently
filed with the FERC will, if approved,
eliminate a $238.5 million per year
RMR agreement with Mystic Units 8
and 9 in the Boston area, largely

Engineering, permitting and financ-
ing work is continuing as MMWEC
moves forward with its planning for
Special Project 2006A, a proposal to
build a 280-megawatt, combined-cycle
power plant at MMWEC’s Stony Brook
Energy Center in Ludlow, MA.

MMWEC staff is working with
environmental and engineering consult-
ants to prepare a Draft Environmental
Impact Report (DEIR) for the project,
as required under the Massachusetts
Environmental Policy Act (MEPA).
The DEIR will present a detailed
project description, including air and
water pollution control technologies
and proposed fuel use characteristics. It
also will include the results of various
studies assessing the project’s impact on
air quality, water resources, wetlands,

rare species habitat, traffic, and noise
levels in the vicinity of the plant, as
MEPA regulations require.

Engineering work is under way on
specifications that will define the new
unit and be used in the procurement of
generating equipment, control systems
and services needed to complete the
project. A preliminary specification for
Engineering/Procurement/Construc-
tion (EPC) services is nearing comple-
tion, and the development of specifica-
tions for various plant components is in
progress. Among other things, staff is
evaluating water cooling options for the
plant as well as technologies to en-
hance summer capacity ratings.
MMWEC also is continuing its investi-
gation of fuel and water supply options

Continued on Page 3
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New unit work includes development of engineering
specs, environmental report and power sales contracts
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MMWEC refiles legislation
updating Chapter 775

Board reorganizes committee structure
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As part of its ongoing governance restructuring process, the MMWEC
Board of Directors has reorganized its committee structure.

The new board committees are the Supply and Trading Committee, the
Budget and Finance Committee, the Audit Committee, the Risk Oversight
Committee and the Legislative Committee. An Ad-Hoc GM Accountability
Committee also has been created.

Establishment of the new committees includes the approval of charters
for each committee that define committee membership, target outcomes,
responsibilities and accountabilities.

for the new unit.
A draft Interconnection Study

Agreement has been developed to
assess the feasibility and requirements
for connecting the new unit to the
power grid. MMWEC also has sub-
mitted the “show of interest” applica-
tion required to make the unit eligible
for ISO New England’s first Forward
Capacity Market auction in 2008.

In addition, a separate group is
working on development of the Pow-
er Sales Agreements that will be used
to support financing for the new unit,
estimated to cost $220 million.

Work on Phase II of Special
Project 2006A is being overseen by a
Special Project Participants’ Commit-
tee and a Coordinating Committee
comprised of representatives from
seven Special Project participants.
MMWEC currently is recruiting for a
project manager to devote full time to
coordinating all aspects of the project
to assure a fully compliant and on-
time completion.

Following completion of the vari-
ous Phase II development activities,
including regulatory, permitting and
contract development activities, Spe-
cial Project participants will decide
whether to proceed with Phase III,
which will entail the actual construc-
tion and financing for the unit.

A bill updating MMWEC’s 31-year-
old enabling legislation, Chapter 775 of
the Acts of 1975, has been refiled in the
Massachusetts General Court.

The bill, which passed the state Sen-
ate but stalled in the House of Repre-
sentatives in 2006, will update Chapter
775 to provide MMWEC and its mem-
ber utilities with the same opportunities
as their competitors to benefit from
changes in restructured power markets.

The MMWEC bill, currently Sen-
ate Docket No. 1554, is sponsored by
Sen. Michael W. Morrissey (D-
Braintree). Twenty-one Massachusetts
legislators have joined Morrissey as co-
sponsors of the bill.

Kevin J. Bulman of Hingham has joined the MMWEC Board of Directors
as one of two gubernatorial appointees to the board. Two of MMWEC’s 12
directors are appointed by and serve at the pleasure of the governor of the
Commonwealth of Massachusetts. Bulman also is a member of the Hingham
Municipal Lighting Plant Board of Light Commissioners.

MMWEC’s Stony Brook Energy Center (SBEC) surpassed 1,000 con-
secutive days of no lost-time accidents at the facility in January 2007.

This achievement is all the more impressive because there have been
several outages at the Stony Brook plant over the course of the past two years,
which generally increases the likelihood of safety incidents. Generation
Services Director Joseph O. Roy credits this achievement to the quality of the
SBEC workforce, the support of management, and ongoing safety training.

Bulman joins board as gubernatorial appointee

Stony Brook logs 1,000 days with no lost-time accidents

Consistent with MMWEC’s efforts to increase the organization’s visibil-
ity on key energy and environmental issues, MMWEC is expanding its
participation in  public power groups.

MMWEC has joined the Large Public Power Council (LPCC), a coalition
of the nation’s larger public power systems that works to develop and advance
consumer-oriented positions on national energy issues.

MMWEC also is considering renewing  its membership in the Transmis-
sion Access Policy Study Group, an association of transmission-dependent
electric utilities that advocates for open and equal transmission access and
protections against market power abuse.

In addition, MMWEC is participating in an innovative solar energy effort
called the Consumer-Owned Utilities Solar Deployment Program (SDP) that
will engage municipal systems in establishing business infrastructure to sup-
port solar power initiatives.

Membership in public power groups bolsters MMWEC positions

MMWEC planning conference on manadatory reliability standards
MMWEC is planning a conference for New England public power

systems to examine the requirements for compliance with new national
electric reliability standards.

The conference is scheduled for April  4, 2007 at MMWEC. Speakers will
include representatives of the Northeast Power Coordinating Council, the
American Public Power Association, ISO New England, National Grid and
others. More information regarding the conference will be disstributed to
public power systems in the near future.

New unit...continued from Page 1
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RMR payments decline 77% in 2007 ........................................continued from Page 1
fulfilling MMWEC’s goal of reducing
RMR charges for municipal utilities in
the Northeastern Massachusetts
(NEMA) load zone. In addition, the
settlement reduces Mystic’s 2006 RMR
revenues from $238.5 million to $155
million, with the difference to be
refunded to consumers.

Termination of the Mystic RMR
agreement is expected to save the
MMWEC member  utilities in the
NEMA zone a conservatively estimated
$27 million over the potential life of the
agreement, which had been proposed to
remain in place until mid-2010.

MMWEC also has achieved
success in its litigation against RMR
agreements involving generators in the
West-Central Massachusetts (WCMA)
load zone. MMWEC negotiated and
the FERC has approved or is consider-
ing settlement agreements that reduce
RMR payments to three Western
Massachusetts generators by about $29
million a year, significantly reducing
RMR charges for the WCMA munici-
pal utilities.

In its arguments against RMR
agreements, MMWEC has questioned
ISO New England’s reliability analyses,
which are used to determine whether a
generator qualifies for RMR status.
Using expert witnesses, MMWEC has
revealed flaws in the  analyses, several
of which did not adequately examine
less-expensive alternatives to RMR
agreements, contrary to the intended
use of such agreements as a last resort
to maintain system reliability.

In addition, MMWEC and its
consultants painstakingly probed the
complicated financial data provided by
generators to demonstrate their need for
RMR payments and the bases for RMR
agreement charges. This tedious work,
involving plants that have changed
ownership and accounting practices in
recent years, exposed contradictory and
unverifiable financial data, leading to
closer scrutiny by regulators of the
information used to justify and set the
level of RMR payments.

These MMWEC activities -
coupled with progress on other mea-

The Massachusetts Attorney
General’s Office has been a strong ally
of MMWEC in FERC proceedings
challenging the need for and costs of
proposed RMR agreements.

In addition to supporting
MMWEC’s positions in several RMR
cases, the AG’s Office is encouraging
distribution companies to be more
proactive in resolving reliability issues
that have resulted in a proliferation of
RMR agreements in recent years.

In a rate case settlement with the
Western Massachusetts Electric Co.
(WMECO), the AG’s office negoti-
ated a provision obligating WMECO
to  “cooperate with interested stake-
holders to develop transmission
infrastructure improvement projects to
address the significant transmission
reliability concerns in the Western
Massachusetts area.” Addressing
these reliability concerns may obviate
the need for four RMR agreements
with Western Massachusetts genera-
tors that cost consumers in the West-
Central Massachusetts load zone
more than $85 million in 2006 alone.

Certain of the transmission
projects identified in the WMECO
settlement initially were suggested by

MMWEC in FERC proceedings as
alternatives to the four Western
Massachusetts RMR agreements.

Aside from its potential for
resolving reliability issues, the
WMECO settlement includes a
transmission project that provides
MMWEC with an opportunity to
become an owner of new, regionally
significant transmission facilities. This
is consistent with an MMWEC goal
of containing members’ transmission
costs through increased public power
ownership of transmission facilities.

The project identified in the
WMECO settlement involves
reconfiguration of the switchyard at
MMWEC’s Stony Brook power plant
and construction of a several 115-kV
transmission lines from Stony Brook
to another area substation, as well as
other improvements. In its comments
on the WMECO settlement,
MMWEC states that it “stands ready
to work with WMECO, the region’s
other transmission owners and ISO
New England – whether through sole
or joint ownership arrangements or
otherwise – to ensure that needed
infrastructure is constructed in a
timely manner.”

sures to address reliability issues - are
responsible in large part for the 2007
reduction in consumer payments
guaranteed to Massachusetts generators
under RMR agreements. Progress on

transmission upgrades that enhance
reliability - particularly in the NEMA
load zone -  and new marketplace
revenues for generators also have

Continued on Page 4

Mass. AG supports battle against RMR costs
Settlement creates transmission ownership opportunity for MMWEC
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reduced the need for RMR agreement
payments.

While the precipitous decline in
RMR agreement charges is a triumph
for MMWEC, its municipal utilities
and, in fact, all consumers in the
NEMA and WCMA load zones,
MMWEC has not been alone in its
opposition to RMR agreements. Several
individual municipal utilities are
participating in RMR cases indepen-
dent of MMWEC. In addition, the
Massachusetts Attorney General’s
Office has been a key ally in the FERC
litigation on these agreements (see Page
3 article).  NStar also has played a
significant role in settling both the
Pittsfield and the Mystic RMR lawsuits.

While the RMR agreement charges
are going down, at the same time,
generators have begun to receive
additional revenues in the form of

Forward Capacity Market (FCM)
transition payments, which commenced
in December 2006. The amount of
payments guaranteed to Massachusetts
generators under RMR agreements will
drop by about $276.5 million in 2007,
but those same generators will receive
FCM transition payments totaling
approximately $114 million in 2007.

The relationships between RMR
agreements, FCM transition payments
and other existing and proposed
marketplace mechanisms are complex
and still developing. Rules and manuals
for implementing the FCM will be
proposed in the near future. Conceptu-
ally, full implementation of the FCM in
mid-2010 will provide adequate market-
place capacity revenue to generators
and eliminate the need for RMR
agreements, but only time will tell if the
FCM market works as envisioned.

Looking forward, the need for
RMR agreements and their guaranteed,
out-of-market payments to generators is
expected to diminish as 1) reliability-
enhancing transmission upgrades are
completed and 2) generators’ market-
place revenues increase, as they have
through FCM transition payments and
other market mechanisms.

In the coming year, MMWEC will
monitor the various RMR settlement
agreements to ensure they are approved
and properly implemented. As work
continues to address reliability issues in
New England - through the develop-
ment and activation of new transmis-
sion projects and the implementation of
new marketplace solutions, including
the FCM - MMWEC also will work to
ensure that existing RMR agreements
are not allowed to outlive their in-
tended purpose.

RMR payments decline 77% in 2007 ........................................continued from Page 1


