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MMWEC’s rolling, 18-month pro-
jections of its Members’ bulk power costs
now include estimates of the cost impact
of the Regional Greenhouse Gas initia-
tive (RGGI), which will require affected
power plants to purchase carbon dioxide
(CO

2
) allowances beginning in January

2009 through a market-based emissions
trading system.

RGGI is a cooperative venture of 10
Northeastern and Mid-Atlantic states to
reduce CO

2
 emissions and their impact

on global warming. Initially, the multi-
state RGGI cap-and-trade program will
require power plants 25 megawatts or
larger to purchase CO

2
 allowances

equivalent to their emissions in auc-
tions scheduled to start in September
2008. In addition to  New England states,
New York, New Jersey, Maryland and
Delaware are participating.

RGGI Goals
The states are seeking to stabilize

power plant CO
2
 emissions over the first

six years of the program at a level roughly
equivalent to current emissions before

reducing emissions by 2.5 percent a year
for the four years 2015 through 2018.
The number of emissions allowances
available for purchase will reflect these
targets, resulting in a 10 percent reduc-
tion in allowances and associated emis-
sions in 2018.

Many aspects of the RGGI remain
under development. For example, it is
expected that all available allowances will
be auctioned under a regional agreement
and that the auctions will be open to
environmental groups, financial brokers
and others as well as electric generators.
Generally, the states will collect auction
revenues and use them to promote devel-
opment of renewable and energy conser-
vation resources and technologies.

State-by-State Variations
In New Hampshire, however, the state

legislature is considering setting aside a
portion of auction revenues to mitigate the
impact of higher electricity prices resulting
from the added costs of purchasing allow-
ances. In Maryland, officials are discussing

Continued on Page 2

Representatives of 21 New England public power utilities listen as John Boudreau, left,
MMWEC’s Director of Business and Regulatory Strategy, discusses compliance with NERC
reliability standards at a seminar hosted by MMWEC on May 2.
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whether to set aside a certain amount of
emissions allowances for electric genera-
tors to shelter them from RGGI costs. There
also is discussion of price caps on emissions
allowances to address the potential for specu-
lative purchases. Such specifics of how the
program will operate in individual states
are still under discussion.

Currently, it is expected that all avail-
able Massachusetts allowances will be
sold in an open auction and that the Stony
Brook plant and other affected generators
will need to purchase the amount of al-
lowances needed to cover their annual
CO

2
 emissions.
Although the actual price of CO

2

allowances and other impacts of the
RGGI initiative are subject to change,
MMWEC is including an estimate of
program costs in its Bulk Power Cost
Projections to assist Member utilities in
planning their budgets. Whether power
plant owners pay for CO

2
 emissions

through the RGGI or through national
CO

2 
legislation being developed in Con-

gress, it is clear that the not-too-distant
future holds added costs for generators
that emit carbon dioxide, and that those
costs will be passed on to consumers.

$5/Ton Estimated in 2009
Based on a review of prices for exist-

ing carbon offsets and other information,
MMWEC currently is estimating a CO

2

allowance price of $5 per ton in 2009.
Using this estimate and carbon emissions
data for each fossil-fueled unit in Mem-
bers’ power supplies, as well as each
Member’s exposure to energy market
purchases, MMWEC has estimated the
additional costs resulting from implemen-
tation of the RGGI.

For example, the Stony Brook Inter-
mediate Unit emits approximately 1,080
pounds of CO

2 
per megawatt hour of op-

eration on natural gas. Based on the $5-
per-ton estimated cost of allowances, the
additional costs for the Intermediate Unit
running on natural gas would be $2.72
per megawatt hour. Operation of the unit
on oil, which increases CO

2
 emissions,

would increase these costs.

Generators are expected to recover
their emissions allowance costs in the
prices they bid into the market for energy.
This will raise energy market clearing
prices, since units required to purchase
allowances usually set the clearing price.

Member Impacts Vary
The cost impacts of the RGGI on

MMWEC’s Member utilities will vary
depending on their level of participation
in generating units owned by MMWEC
or the utilities themselves, the fuel type of
those units use and, importantly, each
Member’s degree of reliance on purchases
from the energy market to meet demand.

For participants in the fossil-fueled
units owned in whole or part by MMWEC
– the Stony Brook Intermediate, Stony
Brook Peaking and Wyman units – the
net impact of the RGGI on the cost of
power from these units is expected to be
negligible, since these units will reflect
the cost of emissions allowances in their
bid prices and recover their allowance
costs with increased energy market rev-
enues. The same is true for fossil units
owned by individual municipal utilities.

Units that do not emit CO
2,
 such as

nuclear, hydro and other renewable en-
ergy resources, will not be required to
purchase allowances but will receive the
higher energy market clearing prices. For
these units, there will be no additional
RGGI costs, only additional revenues
from the higher clearing prices.

 As a result, for participants in the
nuclear units owned in part by MMWEC
– Seabrook Station and Millstone Unit 3
- the RGGI alone is expected to reduce

the net cost of power from these units, as
the RGGI increases energy market rev-
enue without a corresponding increase in
operating costs. The same would be true
for MMWEC or municipal-owned renew-
able energy resources and, to a lesser
degree, for MMWEC or municipal-own-
ership in highly efficient natural gas units
whose allowance costs could be less than
the increase in energy market prices.

Market Exposure is Key
The most significant RGGI cost im-

pact on Member utilities is tied to their
level of exposure to purchases from the
energy market, where prices will increase
as generators include their allowance costs
in bid prices. Currently, there is no mecha-
nism to offset these higher prices, which
also will be reflected in bilateral contract
purchases. The greater a utility’s reliance
on energy market purchases is, the higher
the cost impact will be.

While there is some discussion in
other states about reserving a portion of
auction revenues to offset higher energy
prices for consumers, Massachusetts cur-
rently is planning to dedicate all auction
revenues to develop renewable and en-
ergy conservation resources.

For now, the MMWEC Members
have an estimate of the potential im-
pacts of the RGGI on their bulk power
costs that can be used for financial plan-
ning purposes. As the RGGI cap-and-
trade program develops and the role of
federal CO

2
 legislation becomes clearer,

MMWEC will be working to keep its
Members informed of any associated
cost impacts.
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Templeton wind project gets
 Renewable Energy Trust grant

The Templeton Municipal Light and
Water Department has received a $400,000
grant from the Massachusetts Technol-
ogy Collarborative’s Renewable Energy
Trust for a 1.5-megawatt wind project at
the Narragansett Regional High School.

The wind project is a collaborative
effort between the light department and
the Narragansett Regional School Dis-
trict, which together have formed the
Green Energy Educational Collaborative
to capture multiple benefits of the project,
including renewable energy benefits for
consumers and educational opportuni-
ties for students in the district.

In announcing the grant, state Sen.
Stephen M. Brewer and Rep. Anne M
Gobi applauded the hard work, determi-
nation and forward thinking of the com-
munity in developing the project.

Light department Manager Sean
Hamilton has worked closely with school
officials to develop the land lease and edu-
cational activities that will make renewable
energy part of the district’s curriculum.
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Stony Brook completes 4 years
with no lost-time accidents

Members receive APPA awards
for reliability and safety

MMWEC Member and Project Par-
ticipant municipal utilities serving the com-
munities of Danvers, Westfield, Braintree
and North Attleborough have earned Re-
liable Public Power Provider (RP3) recog-
nition from the American Public Power
Association (APPA) for providing con-
sumers with the highest degree of reliable

MMWEC’s Stony Brook power plant
recently completed four years without a
lost-time accident at the facility.

Generation Services Director Joseph
Roy credits this achievement to the qual-
ity of the Stony Brook workforce, the
support of management and ongoing
safety training.

MMWEC and 14 Massachusetts
municipal utilities have formed the Berk-
shire Wind Power Cooperative to own,
finance and operate a proposed 15-mega-
watt wind generation project on Brodie
Mountain in Western Massachusetts.

The Berkshire Wind Power Coop-
erative was incorporated on April 17,
2008 as a municipal lighting plant coop-
erative, authorized under the 1997 Mas-
sachusetts electric industry restructuring
law. Formation of the co-op is an impor-
tant step forward in the efforts of
MMWEC and its Member utilities to di-
versify their power supplies with clean,
renewable energy resources.

MMWEC has agreed to purchase
the assets of Berkshire Wind Power,
LLC, which completed much of the
project development work over the past

decade. Under the agreement,
MMWEC will pay $4 million for these
assets, including the easements, per-
mits, agreements, engineering docu-
ments, developed property and other
assets that enable the owner to build
and operate the Berkshire Wind Power
Project. The purchase is planned for
closing in late May 2008 or when vari-
ous conditions of the agreement are
satisfied.

Going forward from the purchase of
project assets, the new cooperative in-
tends to make the contractual and finan-
cial arrangements needed to complete the
project, including the purchase, installa-
tion and operation of wind turbines at the
project site in Hancock, Mass.

In addition to MMWEC, members of
the Berkshire Wind Power Cooperative in-

clude the municipal utilities based in the
Massachusetts communities of
Ashburnham, Boylston, Groton, Holden,
Hull, Ipswich, Marblehead, Paxton,
Peabody, Shrewsbury, Sterling, Templeton,
Wakefield and West Boylston.

The co-op’s Board of Directors in-
cludes H. Bradford White of West
Boylston, Thomas Josie of Shrewsbury,
Peter Dion of Wakefield, Gary Harrington
of Boylston, MMWEC Chief Operating
Office Ronald DeCurzio and MMWEC
General Counsel Nicholas Scobbo. Co-
op officers are White, president; DeCurzio,
treasurer; and Scobbo, secretary.

MMWEC and the Princeton Munici-
pal Lighting Plant created a similar coop-
erative in August 2007 to finance, own
and operate a 3-megawatt wind project in
Princeton, Mass.

The Templeton project also has re-
ceived an allocation of $2.1 million in
federal Clean Renewable Energy Bonds
and is targeted for operation in 2010.

and safe electric service.
In addition, the Member utilities

serving the towns of Paxton and
Marblehead have been recognized by
APPA for their safe operating practices
and commitment to safety in 2007.

Berkshire Wind Power Co-op formed to finance, own Hancock project
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A strong stakeholder process is not an
antidote for the lack of accountability by
independent system operators (ISOs) and
regional transmission organizations
(RTOs), according to comments submit-
ted to federal regulators by MMWEC and
the Connecticut Municipal Electric En-
ergy Cooperative (CMEEC).

“In New England, we have seen no
evidence that the presence of a function-
ing stakeholder process guarantees that
an ISO or RTO will be properly focused
on the need to minimize the cost impact of
their operations on consumers,” accord-
ing to the MMWEC and CMEEC com-
ments on the Federal Energy Regulatory
Commission’s (FERC) proposed
rulemaking on wholesale competition in
regions with organized electric markets.

Instead, effective oversight and regu-

lation by the FERC is required to ensure
that ISOs/RTOs “are properly focused
on their statutory obligation to provide or
facilitate the provision of reliable electric
service at the lowest reasonable cost,” the
comments state.

The filing draws attention to legisla-
tion recently filed in both branches of
Congress that would increase FERC over-
sight of ISOs and RTOs to ensure greater
accountability as well as an ongoing Gov-
ernment Accountability Office investiga-
tion into the costs, structure and opera-
tions of ISOs and RTOs.

These activities make it clear that ISO/
RTO accountability is a national concern
and that addressing the issues will require
more than stakeholder dialogue.

The MMWEC and CMEEC com-
ments are among many received by the

FERC in response to its February 2008
proposals for improving the nations’s com-
petitive wholesale power markets run by
ISOs and RTOs.

MMWEC/CMEEC comments focus on more accountability for ISOs and RTOs


