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MMWEC litigation keys refunds & savings of
$94 million for Members, $1.4 billion for region
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In this issue of Public Power
News, the focus is on refunds
and savings resulting from
MMWEC’s challenges to cer-
tain wholesale marketplace
charges for reliability and trans-
mission services.

While it was not alone in
the litigation associated with
some of these challenges,
MMWEC played a primary role
in identifying the issues and
developing the legal arguments
that have led to refunds of more
than $12 million and savings of
more than $81 million for the
MMWEC Members alone.

As is often the case, the ben-
efits of MMWEC’s activities to
protect the interests of public
power consumers extend to con-
sumers throughout the New En-
gland region. For the region as
a whole, the refunds total nearly
$180 million and savings are  in
excess of $1 billion.

The savings and refunds are
compiled in a table on Page 3.

With the resolution of several key disputes over wholesale
power market costs, MMWEC has achieved an unparalleled
level of success in its role as an advocate for Masschusetts public
power consumers.

As a result of favorable rulings on the
challenges of MMWEC and others to
these market costs, the combined amount
of refunds and savings for MMWEC
Members alone is approximately $94 mil-
lion. For the New England region as a
whole, the refunds and savings total more
than $1.4 billion.

One of MMWEC’s principal func-
tions is to represent and protect the inter-
ests of its Member utilities in New
England’s wholesale power marketplace.
As that market-
place has been re-
structured in recent
years, the complex-
ity of and technical
expertise required
to perform this
function have grown exponentially.

Moreover, the relatively fast-paced
implementation of multi-billion-dollar
changes in the marketplace has elevated
the need for such advocacy, which is re-
quired to ensure that the interests of con-
sumers are considered carefully in the
decision-making process.

MMWEC’s public power advocacy
services include many ongoing initiatives
on multiple fronts. The more recent suc-
cesses addressed in this newsletter are
associated with MMWEC’s challenges to
Reliability Must Run (RMR) agreements,
the return on equity (ROE) allowed New
England’s transmission owners and the
imposition of real-time RMR charges upon
consumers in the Southeastern Massa-
chusetts (SEMA) load zone.

When ISO-New England (ISO-NE)
became a Regional Transmission Organi-

zation (RTO) in February 2005, the
region’s transmission owners began charg-
ing higher rates that included incentive
payments for joining the RTO and con-
structing new facilities. The new rates
were approved by the Federal Energy
Regulatory Commission (FERC), subject
to refund.

MMWEC, working with a coalition
of other public power entities, challenged
the 12.8% base return on equity (ROE)
proposed by the transmission owners to

calculate their
rates, as well as the
proposed “incen-
tive adders”.

In an order is-
sued Oct. 31, 2006,
the FERC set the

transmission owners’ ROE at 10.7 per-
cent for the period from February 2005
through October 2006 and at 11.4 percent
thereafter. The FERC also ordered trans-
mission owners to refund amounts over-
charged during the litigation, which have
amounted to $1.9 million for MMWEC
Members and $32.1 million regionwide.

Separately, MMWEC has initiated
and been the most vigilant participant in
litigation against RMR agreements. The
refunds and savings in connection with
challenges to eight of these agreements
have been substantial.  For MMWEC’s
Members, the refunds and savings total
about $91.5 million. For the region, the
total is $1.38 billion.

 RMR agreements are available under
New England market rules as a potential
option to provide seldom-run generators

The relatively fast-paced
implementation of multi-billion-dollar
changes in the marketplace has elevated
the need for such advocacy ...



with revenue needed to ensure their avail-
ability to meet reliability requirements. A
newer mechanism to achieve this result is
the Forward Capacity Market (FCM),
which will be fully in place by mid-2010.

MMWEC and others have challenged
many of the RMR agreements proposed
for Massachusetts generators, resulting in
the elimination of three RMR agreements
and FERC-approved settlement agree-
ments that reduce significantly the cost of

the remaining agreements.
 In the case of real-time (RT) RMR

charges in the SEMA zone, MMWEC led
a group of municipal utilities that joined
with others in contesting charges resulting
from the ISO’s out-of-merit dispatch of
the Canal unit to provide backup protec-
tion against a second contingency failure
in the power system. The Canal unit col-
lected approximately $100 million in RT-
RMR payments from load-serving enti-

ties in the SEMA zone during 2006.
Under a settlement agreement filed

with the FERC on May 18, 2007,
MMWEC Member utilities in the SEMA
zone will receive $827,000 of a total zone
refund estimated at $25.2 million.

In addition, the settlement requires
the ISO to prepare both short and long-
term reports on infrastructure improve-
ments to alleviate the need to run Canal
for second contingency coverage.

RMR agreements, which are subject
to approval by the FERC, guarantee pay-
ments to power plants that:

1) ISO-NE determines are needed to
ensure electric system reliability, and

2) Demonstrate to FERC that they
are unable to cover their operating costs
with revenue from the competitive mar-
ketplace or other sources.

The agreements are intended to be a
“last resort” for providing units that are
needed to ensure system reliability with
revenue sufficient to re-
main in operation. The
FERC has stated that
such agreements, under
which generators effec-
tively “opt out” of the
competitive market,
should be as brief in duration as possible.

MMWEC initiated and developed the
primary legal arguments used in litigation
challenging both the need for and rates
associated with RMR agreements, devot-
ing  significant resources to this task, in-
cluding more than $1 million in litigation
expenses.

In certain cases, individual municipal
utilities have joined MMWEC. The Mas-
sachusetts Office of the Attorney General
also has been an ally, and NStar’s involve-
ment in the challenges to RMR agree-
ments for the Mystic and Pittsfield units
has been important.

In its arguments against these agree-
ments, MMWEC has questioned ISO-
NE’s reliability analyses, which are used
to determine whether a generator quali-
fies for RMR status. Using expert wit-
nesses, MMWEC has revealed flaws in

the analyses, several of which did not
adequately examine less-expensive al-
ternatives to RMR agreements, contrary
to the intended use of such agreements
as a last resort to maintain reliability.

In addition, MMWEC and its con-
sultants probed the complicated finan-
cial data provided by generators to dem-
onstrate their need for RMR payments.
This tedious work, involving plants that
have changed ownership and account-
ing practices in recent years, exposed

contradictory and unverifiable financial
data, leading to closer scrutiny by regu-
lators of the information used to justify
and set the level of RMR payments.

Ultimately, settlement agreements
that significantly reduce the payments
imposed upon consumers under RMR
agreements were negotiated and approved
by the FERC. In addition, MMWEC’s
arguments contributed to the collapse of
three proposed RMR agreements.

RMR agreement costs are paid by
consumers in the load zone where the
plants are located. As such, the refunds
and savings cited here apply to load-
serving entities in the applicable zone.
The refund amounts are based on actual
refunds. The savings are based on the
anticipated life of the RMR agreements,
which are to run through May 31, 2010,
the end of the “transition period” to full

implementation of the FCM.
A brief summary of  the results of

MMWEC’s RMR agreement challenges
is provided below. Not included in this
analysis are the positive results of earlier
MMWEC challenges to RMR agreements
for the Salem Harbor and New Boston
generating units.

Mystic Units 7, 8 & 9
Initially, an RMR agreement was pro-

posed for all three of the Mystic units,
located in the Northeastern Massachu-
setts (NEMA) load zone in Everett, MA.
MMWEC and a group of NEMA munici-
pal utilities filed a protest challenging the
need for and rates under the agreement.

The FERC rejected Mystic’s initial
filing without prejudice to having it re-
newed after additional negotiations with
the ISO. In the ensuing filing, Mystic’s
owners requested RMR treatment for just
Units 8 & 9 and dropped Unit 7 from the
proposal. Elimination of RMR payments
to Unit 7 saved NEMA consumers $55.2
million a year.

The RMR agreements for Mystic
Units 8 & 9, approved by the FERC,
subject to hearing and refund, guaranteed
these generators revenue of $238.2 mil-
lion a year, beginning in January 2006.

Under a settlement agreement ap-
proved by the FERC, Mystic Units 8 & 9
were ordered to refund all but $155 mil-
lion of their 2006 RMR revenue. In addi-
tion, the RMR agreement for these units
was terminated, as of Jan. 1, 2007.

Refund: $83.3 million
Savings: $ $837.1 million

MMWEC initiated and developed the
primary legal arguments used in litigation
against RMR agreements ...
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MMWEC litigation keys refunds & savings .......................... continued from Page 1

MMWEC arguments question the need for and cost of RMR agreements

Continued on Page 4
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Refunds & Savings From Challenges to RMR/Transmission Payments 

 
 Refund 

to 
MMWEC Members 

Refund 
to 

Zone/Region 

Savings 
(Thru 5/31/2010) 

MMWEC Members 

Savings 
(Thru 5/31/2010) 

Zone/Region 
Reliability Must Run (RMR) Agreements 

Mystic 8 & 9 $5.9 million $83.3 million 
Mystic 7 NA NA 

 $59.4 million               $837.1 million 
(Includes Mystic 7, 8 & 9) 

Pittsfield $2.9 million $30.3 million  $8.4 milllion   $84.9 million 
Berkshire $490,700 $4.99 million  $1.6 million   $15.98 million 
ConEd W.S. Unit 3 $260,000 $2.6 million  $474,300   $4.8 million 
ConEd W.S. GT $150,000 $1.5 million  $730,600   $7.4 million 
Fore River NA NA  $10.8 million   $318.9 million 
Potter NA NA  $378,300   $11.5 million 
SUBTOTAL $9.7 million $122.7 million  $81.8 million   $1.3 billion 

Real-Time RMR 
SEMA Zone RT-RMR $827,000 $25.2 million  NA    NA 

Transmission 
ROE Decision $1.9 million $32.1 million  NA    NA 
 
GRAND TOTAL 

 
$12.43 million 

 
$179.9 million 

  
$81.8 million 

 
$1.3 billion 

 
ABOUT THE TABLE: The refund amounts are based on

refunds made or expected to be made to MMWEC Member
utilities. Zone/Region  refunds and savings, except for trans-
mission refunds, are estimates based on the MMWEC Mem-
bers ratio share of load in the zone or region. The transmission
refund amounts are from a report by transmission owners to
the Federal Energy Regulatory Commission (FERC).

The SEMA Zone RT-RMR refunds are subject to ap-

proval of a settlement agreement that was filed with the FERC
on May 18, 2007.

The savings amounts reflect MMWEC’s calculations of
the costs of various RMR agreements through May 31, 2010,
the end of the period of transition to the Forward Capacity
Market (FCM). The savings amounts are present-valued and
net of an estimate of FCM transition payments made to the
affected generating units during the FCM transition period.

ROE refunds are only one aspect of MMWEC’s transmission initiatives
New England’s transmission owners

refunded $32.1 million, including inter-
est, to their customers as a result of the
FERC’s Oct. 31, 2006 order setting a lower-
than-requested base return on equity
(ROE). These refunds were paid over a
four-month period ending in March 2007.

In that same order, however, the
FERC decided to allow the transmission
owners to increase their ROE by 1 percent
for investments in new transmission fa-
cilities, as an incentive for construction of
such new facilities.

Two of the five FERC commissioners
did not support approval of the new facili-
ties adder and issued strong dissenting
opinions. These dissenting opinions re-

flected arguments made in the case by
MMWEC and NECOE, which have re-
quested rehearing of the order.

In its rehearing request, which is pend-
ing, MMWEC claims that the transmis-
sion owners failed to demonstrate that the
adder is needed to motivate investment in
new facilities, particularly since a witness
for the owners conceded that new projects
would be built without the adder.

Participation in this rate case, how-
ever, is but one aspect of MMWEC’s in-
volvement in transmission issues. In sev-
eral of the RMR cases and on a continuing
basis, MMWEC is advocating for the con-
struction of new transmission facilities,
especially those having the potential to

resolve the reliability issues that have re-
sulted in RMR payments.

In addition, MMWEC is advocating
for a public power ownership share in new
transmission facilities, financed on a tax-
exempt basis to help reduce overall trans-
mission costs.

A positive development in this area
involves a proposed Western Massachu-
setts transmission project that provides
MMWEC with an opportunity to become
an owner of new, regionally significant
transmission facilities.

These and other activities are focused
on protecting and enhancing the trans-
mission rights of municipal utilities to
contain the cost of transmission services.
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Pittsfield (Altresco) Unit
An RMR agreement guaranteeing this

Western-Central Massachusetts (WCMA)
load zone unit $36.5 million in annual
revenue became effective Dec. 1, 2005.

After extensive litigation, the FERC
accepted a settlement limiting the unit’s
RMR revenue to $13 million a year and
providing for refunds of overpayments.

Refund: $30.3 million
Savings: $84.9 million

Berkshire Power
An RMR agreement guaranteeing this

WCMA load zone generator $30.2 mil-
lion in annual revenue became effective
July 1, 2005.

After extensive litigation, the FERC
accepted a settlement limiting the unit’s
RMR revenue to $26 million a year and
providing for refunds of overpayments.

Refund: $4.99 million
Savings: $15.9  million

Con Edison/W.S. Unit 3
An RMR agreement guaranteeing this

WCMA load zone generator $8.3 million
in annual revenue became effective May
1, 2005.

After extensive litigation, the FERC
accepted a settlement limiting the unit’s
RMR revenue to about $7 million a year
and providing for refunds of overpayments.

Refund: $2.6 million
Savings: $4.8  million

Con Edison/W.S. Gas Turbines
An RMR agreement guaranteeing

these WCMA load zone generators $11.9
million in annual revenue became effec-
tive March 31, 2006.

After extensive litigation, the FERC
accepted a settlement limiting the unit’s
RMR revenue to about $9.8 million a year

and providing for refunds of overpayments.
Refund: $1.5 million
Savings: $7.4  million

Fore River/Potter Units
These SEMA zone units requested

FERC approval of RMR agreements pro-
viding annual revenue of $115 milion and
$5.9 million, respectively.

After MMWEC and others chal-
lenged the need for RMR agreements
for these units, the ISO rescinded its
determination that the units were needed
for reliability.

As a result, the RMR agreements
were terminated. Since no payments were
made, there are no refunds associated with
these units, though the savings associated
with them are considerable.

Fore River savings: $318.9 million
Potter savings: 11.5 million

MMWEC questions RMR agreements ....................................... continued from Page 2


