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ORDER                                                                                               Docket No. 2010-66


	STATE OF MAINE

PUBLIC UTILITIES COMMISSION


	
	Docket No. 2010-66

	
	
	January 3, 2011


	MAINE PUBLIC UTILITIES COMMISSION

Long-Term Contracting Bidding Process
	
	ORDER DIRECTING UTILITY TO ENTER INTO LONG-TERM CONTRACT 


CASHMAN, Chairman; VAFIADES AND LITTELL, Commissioners
I.
SUMMARY


Through this Order, we direct Central Maine Power Company (CMP) to enter into a long-term contract
 for the capacity value and renewable energy credits (RECs) associated with Verso Bucksport LLC’s (“Verso Bucksport”) Renewable Capacity Project (VRC Project).
  The VRC Project, which is located at Verso Bucksport’s paper mill in Bucksport, Maine, will include the modification of one of the boilers at the mill and the installation of a new steam turbine generator and associated equipment that will result in a total Project output of approximately 40 MW.  We direct CMP to enter into a five-year long-term contract with Verso Bucksport for 35 MWhs per hour equivalent of RECs and the financial equivalent of 21 MW of capacity associated with the VRC Project (Agreement).  The Agreement may be extended by CMP for an additional five-year term at the direction of the Commission.

II.
PROCEDURAL BACKGROUND


Title 35-A M.R.S.A. § 3210-C authorizes the Commission to direct investor-owned transmission and distribution (T&D) utilities to enter long-term contracts for capacity resources and associated energy.  

In the Second Regular Session of the 124th Maine Legislature, the Legislature enacted an Act to Enhance Maine’s Clean Energy Opportunities (Clean Energy Opportunity Act).  P.L. 2010, Ch. 518.  Section 3 of the Clean Energy Opportunity Act (codified at 35-A M.R.S.A. § 3210-C(3)(C)) authorizes the Commission to direct T&D utilities to enter long-term contracts for available RECs associated with capacity resources.  RECs may be included as part of the long-term contract provided that the cost of the RECs is below market value or the purchase of the RECs adds value to the transaction.

The Commission’s rules for implementing the long-term contract statute are set forth in Chapter 316.  Section 5(B) of Chapter 316 requires the Commission to solicit bids for capacity resources through the issuance of a request for proposals (RFP) that contains all standards, procedures and requirements for the long-term contract solicitation process, as well as a standard form contract.  
On February 22, 2010, the Commission issued an order in Docket No. 2010-66 approving and issuing the 2010 long-term contract RFP for Capacity and Associated Energy. Order Approving Request for Proposals, Docket No. 2010-66 (February 22, 2010) (2010 Long-Term Contract RFP).  The 2010 Long-Term Contract RFP did not include a request for long-term contract proposals for RECs because the RFP was issued prior to the enactment of the Clean Energy Opportunity Act, but the Commission has considered such proposals pursuant to the authority conferred in the Act.  

On April 16, 2010, Verso Bucksport submitted an Initial Proposal for a ten-year contract for capacity and RECs associated with the VRC Project.  Staff worked with Verso Bucksport to agree upon a Term Sheet outlining the initial terms of a ten-year contract for capacity and RECs from the VRC Project, with an option for the Commission to order the utility to opt out of the last five years of the contract.  CMP, Bangor Hydro Electric Company (BHE) and the Public Advocate filed comments on the proposed Term Sheet.  Additionally, with the assistance of the Commission’s consultant, London Economic International, LLC (LEI), Staff conducted an economic analysis of the terms of the long-term contract reflected in the Term Sheet.  Based upon reasonably derived market price forecasts as of July 2010, the pricing structure contained in the proposed Term Sheet showed a modest positive benefit to ratepayers.  The capacity proposal provided a discount to ratepayers for the cost of capacity requirements and the REC proposal contained in the Term Sheet provided value to the overall transaction by allowing the VRC Project to move forward. 
The Commission deliberated the Term Sheet on September 7, 2010.  After considering the economic projections and inherent uncertainty of REC Market forecasts, the Commission approved the Term Sheet conditioned upon: (i) the successful negotiation and approval of the final long-term contract with Verso Bucksport for capacity and RECs associated with the VRC Project; (ii) the amendment of the Term Sheet to provide for an initial term of five years with the option for CMP, pursuant to Commission direction, to extend the contract term for an additional five-year period; (iii) agreement upon the amount and form of the Project and Performance Security prior to engaging in further contract negotiations; and (iv) CMP’s active and good faith participation in the long-term contract negotiations between Staff and Verso Bucksport.
 
Over the next several months following the Commission’s conditional approval of the Term Sheet, Staff, with the participation of CMP, continued to negotiate the terms of the final long-term contract with Verso Bucksport.  Verso requested and the Staff agreed to present two different sized Agreements to the Commission: the original Agreement that requires CMP to purchase RECs at a 30 MWhs per hour level and a larger Agreement that requires CMP to purchase RECs at a 40 MWhs per hour level.  Late in the negotiations, Verso Bucksport indicated that if the Commission approved the Agreement at the 30 MWhs per hour level, the VRC Project would likely not be built and that approval of the larger Agreement was required for Verso to move forward on the Project.  After additional negotiations with Staff, Verso agreed to consideration by the Commission of a mid-sized Agreement that requires CMP to purchase 35 MWhs per hour of RECs from the VRC Project.  
On December 21, 2010, the Commission deliberated the three different sized Agreements.  After substantial discussion, the Commission suspended its deliberations and directed Staff to further negotiate several provisions of the Agreement that would help mitigate any additional ratepayer risk associated with purchasing additional RECs under the contract.  On December 28, 2010, the Commission resumed deliberations and approved an Agreement for 35 MWhs per hour RECs, and the financial equivalent of 21 MW of Capacity for the first five-year term and 24 MW of capacity for the second five-year term with additional modifications as described below.
III.
CONTRACTING AUTHORITY

1.
Overview


As stated above, section 3210-C of Title 35-A, provides the Commission with the authority to direct investor-owned utilities to enter into long-term contracts for capacity, energy and RECs that are consistent with Maine statute and the Commission’s rules.  In the Commission’s view, the underlying purpose of this authority is to take advantage of opportunities to use long-term contracts for capacity, energy and RECs with utilities as a means to lower capacity and energy costs or otherwise benefit Maine ratepayers.  A long-term contract with a creditworthy counterparty such as a utility can be valuable to developers or owners of generation resources and may be necessary to obtain financing for new projects or for upgrades to existing facilities.  This is especially the case in the current financial climate.  Accordingly, project developers and owners may be willing to offer utilities contractual terms that would be beneficial to electricity ratepayers.  For example, project developers or owners may be willing to sell capacity, energy and RECs at a discount off of expected future prices.  Moreover, by allowing for financing of projects and subsequent development that might not otherwise occur, long-term contracts could facilitate the construction of generation facilities in Maine.  Such new generation could serve to lower capacity costs in Maine, enhance reliability, and promote the State’s renewable energy development policies.  See 35-A M.R.S.A. § 3210-C (2).


2.
Statute


Title 35-A, section 3210-C specifies that the Commission may direct investor-owned T&D utilities to enter into long term-contracts for capacity resources and any available energy associated with the capacity resource to the extent that the purchase of the energy fulfills the State’s renewable energy expansion policies, or will lower the cost of electricity for ratepayers.  35-A M.R.S.A. § 3210-C(3).  Additionally, section 3210-C authorizes the Commission to direct investor-owned T&D utilities to enter into long-term contracts for RECs associated with capacity resources to the extent that the price of the RECs is below market value or the purchase of the RECs adds value to the transaction.  The statute specifies that the Commission select proposals that are in the best interest of customers, and that are competitive and the lowest cost relative to similar bids.  Among such proposals, the statute provides a priority order that establishes new renewable resources as a high priority in the selection of proposals. 35-A M.R.S.A. § 3210-C(4).  



Section 3210-C also specifies that the long-term contracts should be no more than ten years, unless the Commission finds that a longer term to be prudent.  The section states that the Commission may not require utilities to enter into “contracts for differences” that are designed to buffer ratepayers from negative impacts from transmission development, but does not otherwise restrict the Commission’s authority to direct utilities to enter into financial transactions.
  35-A M.R.S.A § 3210-C (3).  Finally, the section requires the Commission to ensure that long-term contracts be consistent with the State’s goals for greenhouse gas reduction and the regional greenhouse gas initiative.  


3.
Implementing Rules     



The Commission’s rules for implementing the long-term contracting authority are contained in Chapter 316.  Chapter 316 provides that the Commission may not contract for capacity resources that exceed the amount necessary to ensure the reliability of Maine’s grid or to lower customer costs.  Specifically, the rule states that the Commission may authorize a contract for capacity if: 1) the contract is a least cost means to address a local grid reliability need; 2) the contract is necessary for the resource to be developed, the resource will significantly lower regional capacity costs, and the contract prices are not expected to be higher then market prices; or 3) the contract prices are significantly below expected market value.  Although the existing Chapter 316 does not address the Commission’s authority to contract for RECs associated with capacity resources because it was adopted prior to the enactment of the REC amendment in the long-term contracting statute, the Commission recently issued an Order provisionally adopting amendments to Chapter 316 that include authorization for the Commission to enter into a contract for RECs associated with a contract with a capacity resource.  Order Provisionally Adopting Rule and Statement of Factual Policy Basis, Docket No. 2010-260 (November 10, 2010).  The provisionally adopted rule authorizes the Commission to contract for “any available renewable energy credits associated with capacity resources” to the extent that “the cost of the renewable energy credits is below market value or the purchase of the renewable energy credits adds ratepayer value to the transaction.”  Although the provisional rule is not yet in effect because it has not been approved by the Legislature,
 the language contained in the provisionally adopted rule regarding how to determine ratepayer value expresses the Commission’s general practice of evaluating long-term contract proposals.  As stated in the provisionally adopted rule, the Commission evaluates long-term contracts in terms of the their potential to provide benefits to ratepayers, including contracts that provide capacity, energy or RECs at costs that are reasonably likely to be below their market value or contracts that are reasonably likely to reduce price volatility without increasing costs to ratepayers.

IV.
PROPOSED LONG-TERM CONTRACT


The proposed Agreement is for a long-term contract between Verso Bucksport and CMP for the annual REC equivalent of 35 MWhs per hour and the financial equivalent of 21 MW of capacity from Verso Bucksport’s VRC Project in the first term, and, if the Commission directs CMP to exercise its option to extend, the financial equivalent of 24 MW of capacity in the second term.  


The term of the proposed Agreement is for five years commencing on January 1, 2012, regardless of whether the VRC Project is commercially operational as of that date.
  Near the conclusion of the first term of the Agreement, CMP has an option to extend the Agreement for an additional five year term at the direction of the Commission.  The Commission may choose to direct CMP to exercise this option if, at that time, the Agreement is still in the public interest and remains consistent with the applicable long-term contracting criteria.

Under the Agreement, CMP will purchase RECs at a base price that is preset for each contract year.  The REC base price starts at $22 per REC for contract years one and two and decreases over time to $15 per REC in contract year five.  If CMP exercises its option to extend the Agreement for the second term at the direction of the Commission, the base price of $15 per REC in contract year six decreases to $10 per REC in contract year ten.  If, after the second year of the Agreement, the average cost per Maine Class I REC (ACPR)
 is greater than the REC base price, then Verso Bucksport will receive 75% of the ACPR for each REC transferred under the Agreement.

Although the Agreement is primarily for RECs from the VRC Project, if the VRC Project is unable to generate the amount of RECs required for the applicable contract year, Verso Bucksport may purchase Maine Class I RECs from other generation sources (hereinafter referred to as Replacement RECs) and deliver the Replacement RECs to CMP to fulfill Verso’s obligations under the Agreement and keep the Agreement in effect.  If it is not in the best interest of ratepayers to accept Replacement RECs, CMP has the ability to decline Replacement RECs associated with electricity generation in contract years two through five in the first term, and for the entire second term if the Agreement is extended.  Also, if the Commission directs CMP to exercise its option to extend the Agreement, Verso Bucksport will be required to generate a minimum average amount of 26.25 MWhs per hour of RECs for each contract year of the second term, or CMP will have the right to terminate the Agreement.
The capacity component of the Agreement is a financial transaction in which CMP receives a payment for capacity value from Verso Bucksport during thirty of the sixty months of the first term of the Agreement.  The capacity value is firm, which means that Verso Bucksport must provide it under the contract regardless of how the capacity from the VRC Project actually fares in the ISO-NE forward capacity market. Under the Agreement, from June 1, 2014 to November 30, 2016, Verso Bucksport will pay CMP the monthly financial equivalent of 21 MW
 multiplied by 10% of the forward capacity auction capacity clearing price.
  This provides CMP with the financial equivalent of purchasing capacity at a 10% discount and reselling that capacity at full market value without burdening CMP or ratepayers with any market transaction risk.  If CMP exercises its option to extend the Agreement at the direction of the Commission, Verso Bucksport will pay CMP capacity value in the amount of 24 MW multiplied by 5% of the forward capacity auction capacity clearing price for every month of the second term of the Agreement.  This provides CMP with the financial equivalent of purchasing capacity at a 5% discount and reselling that capacity at full market value without burdening CMP or ratepayers with any market transaction risk.  Additionally, the Agreement provides that Verso Bucksport will use commercially reasonable efforts to qualify the capacity created by the VRC Project in the forward capacity auction, as well as increase Verso Bucksport’s participation in ISO-NE’s demand response programs as a result of any increased opportunity for demand response created by the development of the VRC Project.
The Agreement requires Verso Bucksport to post an initial form of security and replace it with a permanent form of security once Verso Bucksport has provided a minimum amount of RECs to CMP.  Specifically, Verso Bucksport must deliver to CMP a $300,000 initial letter of credit within one month of the Agreement becoming effective that will remain in place until Verso Bucksport has delivered 58,000 RECs to CMP (hereinafter referred to as the REC Base Volume).  Once CMP has received the REC Base Volume, it will release the letter of credit, convert the REC base volume into cash and hold the cash value of the REC Base Volume as security for Verso Bucksport’s performance under the Agreement.  Beginning in July 2013, CMP will release 20% of the security back to Verso Bucksport on an annual basis as long as Verso Bucksport has fulfilled its obligations under the Agreement for the previous contract year.  If the Commission directs CMP to extend the Agreement for a second term, CMP will not release the last 20% deposit payment until Verso Bucksport has delivered an additional REC Base Volume to CMP to serve as security for the second term of the Agreement.  Similar to the first term, CMP will release 20% of the cash value of the REC Base Volume back to Verso Bucksport each contract year of the second term of the Agreement as long as Verso Bucksport has performed its obligations under the Agreement.  CMP is not required to post security unless it falls below investment grade or the equivalent.
V.
DECISION

We direct CMP to enter into the long-term contract for 35 MWhs per hour of RECs, and 21 MW of capacity value and associated with the VRC Project in the first five-year term, and 24 MW of capacity value during the second term, if the Commission directs CMP to enter into the second term of the Agreement.  For the reasons discussed below, we find that the Agreement is reasonably likely to be beneficial to ratepayers and will promote the State’s energy policy as expressed in 35-A M.R.S.A. § 3210-C and elsewhere in Maine statutes.


At the outset, we note that there is an inherent risk to any long-term contract for RECs because the economics of the contracts depend on future projections of REC prices which are difficult to forecast and are sensitive to market and regulatory influences.  It is for this reason that we take into account both quantitative economic analyses (including sensitivity analyses), as well as more qualitative considerations in evaluating this REC and Capacity Value Agreement. 


As a preliminary matter, the Commission finds that the price for the capacity resource as part of this long-term contract will never exceed market prices over the term of the Agreement and will provide a financial benefit to ratepayers, because the Agreement provides the financial equivalent of a 10% discount on the forward capacity auction clearing price in the first term, and a 5% discount in the second term, which is a significant discount on the cost of capacity requirements.  In effect, the contract mirrors the financial results of buying capacity at a discount off of market prices and reselling that capacity at market prices.  Additionally, the Commission finds that this long-term contract is necessary for the VRC Project to be built and the development of the VRC project, combined with Verso’s commitment to use commercially reasonable efforts to qualify capacity created by the VRC Project in the forward capacity market, will increase available capacity resources in Maine.  This will help mitigate the effects of regional capacity resource mandates on Maine ratepayers.  
We recognize that this Agreement presents risks to ratepayers associated with the difficulty of accurately forecasting REC prices over a five year period, and potentially over a ten-year period.  With the assistance of the LEI, Staff completed an analysis of the proposed contract and gave the proposed price provisions serious consideration in light of reasonably derived market price forecasts.  Using the LEI projections, the pricing structure for capacity and RECs shows a modest positive benefit to ratepayers on a present value basis compared to market forecasts.  The use of other forecasts and sensitivity analyses reveal differing results that vary from substantial ratepayer benefits to significant ratepayer costs.  We are also cognizant of a significant drop in REC prices subsequent to the negotiation and approval of the Term Sheet.  Nevertheless, we find that it is reasonably likely that the REC prices contained in the Agreement will be below their market value over the term of the Agreement.  However, given the inherent uncertainty, the Commission has limited the term of the Agreement to only five years, with the option of an additional five-year term if the Commission finds that a second term of the Agreement will benefit ratepayers.  Additionally, as discussed above, if the VRC project does not achieve commercial operations by the end of the second contract year, CMP may terminate the Agreement and recover any costs which serve to put the ratepayers in the same position as if the Agreement had never existed.

On a more qualitative basis, the Agreement provides a ratepayer hedge against a future of higher than expected renewable portfolio standard (RPS) compliance prices.  Because the price of compliance with Maine’s RPS is built into the energy supply price of the competitive energy providers that serve Maine load, Maine ratepayers would be impacted by high costs of compliance with Maine’s RPS.  Since, as stated above, the REC prices in the Agreement are reasonably likely to be below market prices over time, especially in the outer years of the Agreement, the Agreement provides a functional hedge against potentially high and volatile REC prices without increasing costs to ratepayers.  We acknowledge that the Agreement will have lower or negative benefits if future REC prices turn out to be lower than expected.  In that event, however, any such costs will occur in an environment of generally lower REC prices which will reduce the overall cost of electricity supply by reducing the cost of compliance with Maine’s RPS.  This will mitigate some of the adverse effect of the Agreement upon ratepayers in the event that the Market does not behave as expected.   

Additionally, Verso Bucksport has represented that this Agreement is necessary for the VRC project to obtain financing and is necessary for the Bucksport Mill to remain competitive in the industry.  Thus, this Agreement will result in additional renewable generating capacity being built in Maine, helping to contribute to lower capacity prices within the State and to the State meeting its renewable capacity goals.
  This Agreement promotes clearly articulated State energy policy of encouraging the development of new renewable generation resources in Maine.   


On balance, the Commission finds that this Agreement is reasonably likely to be beneficial to the ratepayers by providing for the development of an increased capacity and demand resource, as well as a reasonably likely benefit from the purchase and disposition of RECs from the VRC Project based upon reasonably derived forecasts from LEI.  

Finally, the Commission finds that this long-term contract is consistent with the State’s goals for greenhouse gas reduction and the regional greenhouse gas initiative because it will support the development of a project that has demonstrated an anticipated reduction in annual greenhouse gas emissions associated with the Bucksport Mill.  Therefore, the Agreement is consistent with the State’s goals for greenhouse gas reduction under Title 38, section 576 and the regional greenhouse gas initiative as described in the state climate action plan required by Title 38, section 577.  

In accordance with provisions in statute and the rule, 35-A M.R.S.A. § 3210-C(8) and Chapter 316, section 8, the Commission will allow CMP to recover in rates the costs of this contract.  In particular, CMP will be allowed to: (i) recover in rates through full reconciliation all costs paid for RECs under the Agreement net of any value realized from Verso’s capacity payments and any value above the contract price obtained by CMP from the sale of the RECs to a third party; (ii) defer and recover in rates all prudently incurred incremental costs associated with the administration of the contract; and (iii) recover in rates any impact on their cost of capital that results from the entering into these contracts.


Finally, through future order, we will direct CMP as to the disposition of the contracted for resources consistent with statute and rule.  35-A M.R.S.A. § 3210-C(7) and Ch. 316, § 7. 

Dated at Hallowell, Maine, this 3rd day of January, 2011.

BY ORDER OF THE COMMISSION

_______________________________

Karen Geraghty
Administrative Director

COMMISSIONERS VOTING FOR: 
Cashman







Littell
COMMISSIONER CONCURRING 
IN PART AND DISSENTING IN PART:
Vafiades
Dissenting Opinion of Commissioner Vafiades

I support the Agreement to purchase RECs and capacity value from the Verso Renewable Capacity (VRC) Project as outlined in the August, 2010 Draft Term Sheet with the contractual provisions as provided in this Commission’s Order except for the amount of RECs to be purchased under the Agreement.


In the course of negotiating the contractual terms of the Agreement, Verso indicated to the Staff that it wished the Commission to consider an increase in the amount of RECs from the Project that would be purchased under the Agreement.  Verso requested that the Agreement incorporate an increase from 30 MWhs per hour to 40 MWhs per hour of RECs purchased.  Shortly before the Commission deliberated the final Agreement, Verso informed the Staff that it needed the Commission to approve the Agreement at the 40 MWhs per hour level in order for the VRC project to move forward and that approval of the Agreement at the 30 MWhs per hour level would likely result in the abandonment of the Project.  In final negotiations, Verso agreed that it could make the VRC Project work with approval of the Agreement at a 35 MWhs per hour level.  

In considering Verso’s proposal to increase the amount of RECs purchased under the Agreement, I was concerned that the existing market for Maine RECs had dropped in value significantly from the estimates this summer and the volatility of the market could harm ratepayers over the long term.  The Commission agreed to continue the matter and requested Staff to reinitiate discussions with Verso regarding, at a minimum, an increase in demand response participation, replacement RECs obligations in years one and two, and reduction in REC Cap prices.


After the completion of negotiations, the Commission was presented with a commitment of 21 MW of capacity in contract years 1-5 and 24 MW in years 6-10 and 35 MWhs per hour of RECs.  Verso responded positively to a number of the issues of concern, but would not consider an adjustment in REC Cap prices even in the final five years of the contract term.  I concluded that adjusting the calculation of the REC Cap price as provided in the Agreement so that the Contract Price paid for RECs would be reduced from 75% of the average of the cost per REC paid by all load serving entities to 50 % for the last five years of the contract term would result in a significant potential increase in the value of the contract to ratepayers.  I included in my analysis an adjustment for the recent substantial drop in REC prices from the Commission’s approval of the VRC Project in August as reflected in the current market.  Without this adjustment and with the continuing volatility in the REC market, I cannot support increasing the requirement to purchase RECs from the mill by the additional 5 MWhs per hour.  The increased risk to ratepayers is not sufficiently mitigated without this additional adjustment.


I strongly urge the Commission to review carefully the values of RECs purchased over the first five-year term at the time it is considering an authorization of an extension of the contract for the additional five-year term. 

NOTICE OF RIGHTS TO REVIEW OR APPEAL


5 M.R.S.A. § 9061 requires the Public Utilities Commission to give each party to an adjudicatory proceeding written notice of the party's rights to review or appeal of its decision made at the conclusion of the adjudicatory proceeding.  The methods of review or appeal of PUC decisions at the conclusion of an adjudicatory proceeding are as follows:


1.
Reconsideration of the Commission's Order may be requested under Section 1004 of the Commission's Rules of Practice and Procedure (65-407 C.M.R.110) within 20 days of the date of the Order by filing a petition with the Commission stating the grounds upon which reconsideration is sought.


2.
Appeal of a final decision of the Commission may be taken to the Law Court by filing, within 21 days of the date of the Order, a Notice of Appeal with the Administrative Director of the Commission, pursuant to 35-A M.R.S.A. § 1320(1)-(4) and the Maine Rules of Appellate Procedure.


3.
Additional court review of constitutional issues or issues involving the justness or reasonableness of rates may be had by the filing of an appeal with the Law Court, pursuant to 35-A M.R.S.A. § 1320(5).

Note:
The attachment of this Notice to a document does not indicate the Commission's view that the particular document may be subject to review or appeal.  Similarly, the failure of the Commission to attach a copy of this Notice to a document does not indicate the Commission's view that the document is not subject to review or appeal.

� The Commission directs CMP to execute the contract substantially in the form of the Agreement for the Purchase and Sale of Capacity Value and Renewable Energy Credits filed on December 22, 2010 by Verso Bucksport.





	� Commissioner Vafiades dissents in part to this Order.  The dissenting opinion is attached to this Order.  





� If CMP extends the Agreement at the direction of the Commission, Verso will provide the financial equivalent of 24 MW of capacity during the second five-year term.


� The Term Sheet was deliberated prior to Commissioner Littell joining the Commission and, accordingly, he did not participate in the decision to conditionally approve the Term Sheet.





	� Financial transactions are agreements in which only money (rather than a physical delivery of the capacity and energy commodity) is exchanged among the contracting parties.  Such transactions mirror exactly the financial consequences of a physical transaction, but can do so in a way that reduces transaction costs and risks for utilities.





� Pursuant to 35-A M.R.S.A. § 3210-D, Chapter 316 is a major substantive rule and therefore the amendments to the rule have been submitted to the Legislature for review and authorization for final adoption. 





� Although the VRC Project is expected to begin commercial operation in or about the first quarter of 2012, if the VRC Project does not achieve commercial operation by December 31, 2013, or if Verso Bucksport ceases to pursue in good faith the VRC Project at any time, CMP may terminate the Agreement and may recover any losses it may have incurred under the Agreement up until that point.  





� The average cost per REC is calculated by the Commission using Maine Class I renewable portfolio standard compliance costs (not including alternative compliance payments) for the prior contract year.





	� This capacity amount represents the portion of the entire expected capacity value of the VRC Project (after it is qualified as capacity resource in the forward capacity market), prorated in a similar ratio as the amount of RECs contracted for under the Agreement in relation to the entire REC output of the VRC Project.  





� For all other months during the initial five-year term of the Agreement, Verso Bucksport is not obligated to pay CMP for capacity value.


� As a general matter, the more generation that is constructed in the region, the lower the regional capacity prices.  Moreover, new generation capacity built in Maine could result in lower capacity costs in Maine than the rest of the region. 








