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Resource diversity and cost stability are key
to multi-faceted power supply strategy
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There has been a great deal of
progress on reorganizing  and

strengthening MMWEC’s power supply
services in the past year, as envisioned
in the organization’s strategic plan.

The structure and process for deliv-
ering more proactive and customer-
focused power supply services is in
place, including the creation of several
new staff positions.

In addition,
preconstruction
work on a new 280-
megawatt baseload
generating unit is
well under way,
and MMWEC is
preparing to launch
its Energy Price
Risk Management
(EPRM) Program.

The new unit and EPRM Program
are important components of a multi-
faceted power supply strategy that is
centered on developing and managing a
diverse portfolio of resources, from addi-
tional new generating resources and bi-
lateral contracts to demand response and
energy conservation programs. A large
part of the strategy involves managing
risks and providing services that maxi-
mize the value of members’ resources in
the wholesale power marketplace.

There has been a major realign-
ment of staff functions to accomplish
these objectives. The Supply & Trading
Division, with support from Financial
& Risk Management Services, is re-
sponsible for the day-to-day execution
of power supply activities, including
price and load forecasting, load and
supply bidding, fuel purchasing, trans-
action monitoring, credit risk assess-
ment and reconciliation of members’
interchange billings from ISO New En-
gland (ISO-NE).

The Generation Services Division,
with a new Project Manager position, is
responsible for the oversight of jointly
owned operating projects and the devel-
opment of new generating resources.

Business & Regulatory Strategy
Division staff work to address whole-
sale marketplace issues that impact
members’ power costs, such as the re-
cent proliferation of Reliability Must
Run (RMR) agreements.

Together, all of these activities con-
stitute MMWEC’s power supply ser-
vices, which are the core of the
organization’s business, supported by
the entire MMWEC staff. It will take
time to realize the full value of restruc-
turing in the power supply area, but the
framework for achieving MMWEC’s
strategic power supply goals is in place.

The Challenge
MMWEC’s member utilities are

facing a projected power supply deficit
of approximately 500 megawatts by
2012. The challenge for MMWEC is to
close that gap with
resources that en-
hance the adequacy,
reliability and diver-
sity of the power
supply portfolio.
Equally important is
ensuring that mem-
bers’ power supply
costs are stable and
competitive.

There is no
single action or project that will meet
this need. Instead, a combination of
activities is required, as resource diver-
sity is the key to stable and competitive
power costs. These activities include
new resource development, contract
purchases, demand management pro-

Focus on
Power Supply
This special edition of Pub-

lic Power News focuses on
MMWEC’s power supply ser-
vices, which cover a broad range
of activities, from load forecast-
ing and supply planning to risk
management and generation
development.

There have been many
changes in the structure and con-
tent of these services over the
past year.

Development of a new unit
and an Energy Price Risk Man-
agement Program are key pieces
of MMWEC’s power supply
strategy, but these initiatives are
integrated with other core ser-
vices as part of a comprehensive
power supply program for mem-
ber utilities.
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grams, price risk management, real-time
energy market purchases and other re-
source manage-
ment activities.
Without such new
resources, mem-
bers will need to
rely on the volatile
day-ahead and
real-time energy
markets for an
unacceptably high
portion of their
power supply.

New Unit
MMWEC’s proposed 280-mega-

watt baseload generating unit, with both
member and non-member participation,
will meet about 45 percent of the mem-
bers’ projected need through 2012. This
will reduce significantly the members’
exposure to ISO-NE market purchases
of energy and capacity. MMWEC own-
ership of the unit will further mitigate
energy and capacity costs.

The decision to proceed with new
unit preconstruction activities was based
on power supply analyses performed by
MMWEC. MMWEC staff completed
the load and capacity forecasts that
identified the need for new resources,
and, with consultant support, staff also
completed analyses of alternatives to
meet the projected need. These studies
identified construction of an MMWEC-
owned generating unit as the best avail-

able option for
meeting a por-
tion of the mem-
bers’ baseload
power needs.

Several
preconstruction
activities have
been completed
and numerous
others are in
process.
MMWEC re-

cently issued a request for proposals to
provide the unit’s major generating
equipment; a Draft Environmental Im-
pact Report for the unit is nearing

completion; MMWEC has initiated
various new-unit activities with ISO-
NE; and contracts are being developed
for new unit participants.

EPRM
MMWEC’s EPRM Program offers

a disciplined and objective approach to
managing energy and fuel price risks,
tailored to reflect the risk tolerance lev-
els of individual municipal utilities. The
program will use a variety of financial
and physical hedg-
ing tools, such as
purchases of fu-
tures, swaps and
options on fuel and
power, giving
members the ability
to choose the por-
tion of their open
market exposure to
hedge using EPRM
tools. Through this
program,
MMWEC will enter into contracts with
counterparties that enable members to
meet a portion of their future fuel and
energy needs at prices that are fixed,
capped or otherwise contained.

Establishing the information sys-
tems and other infrastructure needed for
the EPRM Program has required the
coordinated efforts of three MMWEC
divisions. Several new positions have

been filled to support this initiative,
including positions for a Supply &
Trading Division director, an energy
trader, an energy accountant and a pro-
gram development manager. Other
position descriptions are being revised
to include functions such as energy ac-
count representative and counterparty
credit risk management.

 MMWEC also has entered into an
agreement with The Energy Authority
(TEA), a public power energy trading
and risk management organization es-
tablished in 1997. TEA provides start-
up assistance and support for EPRM
Program activities. Over time, the full
range of EPRM services will be pro-
vided by MMWEC staff.

The MMWEC Board of Directors’
Risk Oversight Committee, in conjunc-
tion with MMWEC staff, has spent
many hours developing and reviewing a
new energy risk
management
policy and numer-
ous associated pro-
cedures. The
board and com-
mittee are con-
tinuing their work
to ensure that the
EPRM Program is
properly struc-
tured, staffed and

Continued on Page 3
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The EPRM Program is intended to hedge a portion of the
members’ open market exposure to volatile fuel and energy prices.

Sample Municipal System Portfolio - 2007

Potential EPRM
Implementation

Current Portfolio

Asset Mix
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Hedging
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40%

Open Market
45%
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15% Generation
Assets
40%

Nuclear
40%

Oil
20%

Gas
34%

Hydro 5%

Renewable 1%



3

Sample Municipal System Portfolio - 2010
Balanced Supply

Balanced Portfolio

Asset Mix

EPRM
20%

Open Market
20%

Bilateral
Contracts

20%

Generation
Assets
40%

Nuclear
37%

Oil
16%

Gas
36%

Hydro 5%

Renewable 5% DSM 1%

monitored prior to its implementation.
Over time, the

EPRM Program –
coupled with
MMWEC’s other
power supply ac-
tivities – will help
to bring stability
and competitive
prices to members’
power supplies
while better align-
ing MMWEC
with the current
and future state of the utility industry.
By 2010, it is projected that EPRM Pro-
gram activities will be used to hedge
approximately 20 percent of the mem-
bers’ power supply.

Additional Resources
Even with the new MMWEC unit

and EPRM Program activities, there is
a need for additional resources to
meet members’ future power supply
needs. MMWEC is committed to de-
veloping new demand management,
demand response and renewable en-
ergy resources to meet a portion of
this additional need, but more tradi-
tional resources and activities also will
play a major role.

Demand management and demand
response resources will help to offset
future power requirements and repre-
sent a new source of revenue for utilities
and their customers in the ISO’s For-
ward Capacity Market (FCM). It also is
important for MMWEC and its mem-
bers to participate in renewable re-
sources that bring diversity and
economy to the municipal portfolio.

To advance these initiatives,
MMWEC is working to develop a pilot
program that delivers demand manage-
ment services to municipal facilities.
This program will be expanded to in-
clude similar services for commercial,
industrial and other institutional facili-
ties. At the same time, MMWEC is
providing assistance in registering mem-
bers’ demand response resources with
ISO-NE for participation in the FCM.

MMWEC and several of its mem-
bers have committed at various levels to
support and develop wind, biomass,
landfill gas and hydroelectric resources,
and the organization will be seeking to
solidify its commitment and pursue in-
novative approaches to developing re-
newable resources.

The more traditional resources that
will continue to be part of the members’
power supplies include participation in
other generating units, such as those
being planned in
Braintree and
Taunton, as well as
bilateral contract
purchases from
generators, either
through MMWEC
or by individual
municipal utilities.
It also is likely that
MMWEC would
seek to participate
in a large coal or
nuclear unit should such a project be
proposed in New England.

Resource Management
Managing MMWEC and member

resources in the wholesale marketplace
continue to be an important and valu-
able function of MMWEC’s power sup-
ply services.  Some of these resource
management activities, such as the litiga-

tion of RMR contracts and participation
in the ISO’s Locational Forward Re-
serves Market, are more prominent than
others. However, they all are focused on
maximizing the value of members’ re-
sources in wholesale power markets.

Among these services are:
• Forecasting – MMWEC forecasts

members’ energy loads and capacity
requirements, as well as energy and
capacity prices, for use in the produc-
tion of numerous planning documents
and reports, such as bulk power cost
projections and projections of peak load
and energy requirements.

• Load & Supply Bidding – On a
daily basis, MMWEC submits hourly
bids for individual member electric
loads and generation into the ISO’s
day-ahead and real-time energy mar-
kets. Staff also develops and imple-
ments strategies
for bidding the
Stony Brook
plant into these
markets.

• Fuel Pur-
chasing – Staff
develops and
implements natu-
ral gas and oil
purchasing strate-
gies for the Stony
Brook plant, in- Continued on Page 4
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The 2010 Portfolio includes a new MMWEC generating
unit and other new resources needed to meet load growth.

John Boudreau, Dir.
Regulatory Strategy
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cluding the development of analytical
tools for making real-time decisions on
fuel and energy purchases.

• Transaction Scheduling/Moni-
toring – MMWEC schedules mem-
bers’ resources into the wholesale
marketplace and monitors transac-
tions involving these resources.

• Energy Accounting – MMWEC
ensures that all member transactions
are properly re-
flected in weekly
interchange bills
from ISO-NE,
reconciles ISO
invoices and re-
ports settlement
amounts to indi-
vidual members.

• Credit Risk
Management –
MMWEC as-

sesses counterparty risks, setting
counterparty credit limits and moni-
toring credit requirements.

• Supply/Trading Technology –
MMWEC stays abreast of new ISO
information management require-
ments, manages ISO settlement data,
develops applications to capture
MMWEC and ISO data and reports
members’ power supply information
on a secure Internet site.

In addition to providing these basic
power supply services, MMWEC’s liti-
gation of RMR agreements has saved
members an estimated $80 million in
potential RMR costs. The RMR litiga-
tion and other regulatory/transmission
activities are protecting the rights and
promoting the interests of member utili-
ties, primarily in the wholesale power
marketplace. For example, efforts to
promote public power ownership of

new transmission facilities have re-
sulted in an oppor-
tunity for
MMWEC to be-
come an owner of
new transmission
facilities in West-
ern Massachusetts.

These are
some of the ser-
vices needed to
deliver the proac-
tive and customer-
focused power sup-
ply services identified through
MMWEC’s strategic planning process.
While the focus is on developing power
supply strategies that will address mem-
bers’ needs through 2010 and beyond,
MMWEC’s services are flexible enough
to address nearer-term changes in the
marketplace and members’ needs.

Jim Hyland
Supply Development

Lani Gaulin
EPRM/ISO Execution


