
����������	�	
�����
����������������	������������
�� ���������������
�������� �!"�!! �#�$������%�&���##"�!�'��$#�

“Navigating Turbulent Energy Markets”

“The Natural Gas Trifecta”

How this affects energy markets, procurement, susta inability and 
strategic planning  

@ the University of Southern Maine 

Jon F Sorenson and Andy Price

April 13, 2011



����������	�	
�����
������� �������� �	����� �������
��� ��� ���������� ������������ �!"�!! �#�$�� ����%�&���## "�!�'��$#��

�

Competitive Energy Services

� Represents clients in management and 
procurement of energy

� Guides you in the energy markets

� Assists with:

� Cost containment

� Potential savings
� All energy-related decisions
� Renewable energy & technologies 

� Brings you PEACE OF MIND
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Competitive Energy Services

� Independent and Transparent – not beholden to any 
supplier, any technology, any “future”

� Innovative – constantly looking for creative options for 
analyzing and in turn, lowering energy costs

� Astute and up-to-date on regulatory fronts and energy 
market conditions

� Customized energy strategy for clients of all sizes

� Committed to meeting and exceeding our clients’ goals, 
objectives and ultimately needs
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Competitive Energy Services

� Market expertise, 
monitoring, procurement 
� Electricity
� Natural gas
� Liquid fuels – propane, 

bio-fuels, heating oil, diesel, 
residual oil

� Load/Demand response 
programs

� Renewable Energy 
Credits (REC)

� Conducting bid process, 
analysis and contract 
negotiation

� Energy forecasting, hedging 
strategies 

� Natural gas nomination and 
scheduling

� Utility relations, negotiations 
and bill analysis 

� Cogeneration/Alternate Gen
� Conversion analysis for 

equipment upgrades and/or 
commodity changes

� Renewable Energy 
Management – Carbon and 
Sustainability
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CES Professionals

� Consult, design, build and operate renewable 
technologies

Wind Biomass & Hydro Solar
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CES Clients
� 2,500 clients

� Municipalities & Government
� Healthcare
� Education – all levels  
� Retail 
� Banks
� Hospitality 
� Property management 
� Manufacturing 
� Packaging 
� Broadcasting stations
� Wholesale 
� Networking 
� Restaurants
� Paper mills

� Nearly a billion dollars
in annual commodity 
value for our clients
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Selected Projects I

� Procurement
� electricity, #6 & #2 oil, 

natural gas, propane, 
biomass, biodiesel, RECs 

� Examples include:

� Hannaford Bros. (retail stores 
in ME, NY, MA, NH, VT)

� New Balance Athletic Shoes
� LL Bean

� Oakhurst Dairy 
� University of Maine

� UNUM

� Barber Foods
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Selected Projects II

� Energy Budget Design
� All energy components 

(distribution company 
cost, supply cost, 
regulatory energy fees)

� All commodities 

� Energy Risk 
Management

� Risk Tolerance 
Assessment

� Market Intelligence

� Hedging Strategies
� Hedged vs. Open position
� Strike Prices

� Examples include:
� Maine Medical Center
� New Balance Athletic Shoe
� University of Southern Maine
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Selected Projects III

� Optimization of 
Onsite Cogeneration
� Amherst College
� Lake Forest Hospital
� Eastern Maine Medical Center

� Fuel Conversion
Economic Analysis
� Husson University
� University of Maine

� Daily Fuel Arbitrage
� Pratt & Whitney

� Evaluation of Boiler 
Heating Systems  
Upgrades 
� UMass Lowell
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Selected Projects IV

� Load Response 
Programs
� Hancock Lumber

� Volk Packaging Corp.

� Informal Load 
Response Programs
� New England Fertilizer
� Huhtamaki

� Lead Participant
� Bidding and scheduling 

power sales from hydro and 
steam turbine generation 
into RT and DA power 
markets of NEPOOL

� Madison Paper Industries

� Old Town Fuel and Fiber
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Selected “Green” Projects 

� Renewable Energy
Assessment
� ME Army National Guard
� Dartmouth College

� Climate Action Plan
Design
� Bowdoin College
� Univ of Southern Maine

� Performance contract 
evaluation
� UMaine System
� City of Portland

� Carbon footprint 
baseline calculation & 
ongoing monitoring
� Univ of Southern Maine
� Maine Maritime Academy

� Evaluation of onsite
solar PV & thermal 
proposals
� Bowdoin College
� Barber Foods



����������	�	
�����
������� �������� �	����� �������
��� ��� ���������� ������������ �!"�!! �#�$�� ����%�&���## "�!�'��$#��

	�

What is the solution to high energy 
prices?

� The Solution
� Nuclear?
� Wind?
� Hydro

� Compressed 
Underground Air

� Clean Coal – Low Nox 
Burners

� Natural Gas
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The World Today: Natural Disaster

Japan’s 9.0 Earthquake!

Japan’s Tsunami!
Nuclear Concerns
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The World Today: Political Unrest

• Unrest in: Libya, Eqypt, 
Yeman, Bahrain, Syria, Tunisia.

• Who is next?
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Energy By Segment
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Energy Segment

Oil
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Crude Oil Markets-12 Month Strip

� Crude Oil Futures influence prices of heating (#2) 
oil, heavy fuel (#6) oil, propane
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Crude Oil Futures –
Monthly Contracts

� Oil Future Trends
� Brent trades higher 

than WTI as it is 
closer to the source of 
the unrest

� WTI has both 
contango and 
backwardation in its 
curves

� Brent is front loaded, 
backwardated, going 
down into the future –
risk premium is near 
term months
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#2 Heating Oil Markets
12 Month Strip
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What is your premium?

“YET THE QUESTION REMAINS: WHAT WILL HAPPEN TO THE P RICE OF CRUDE? 
THIS, IN TURN, NECESSITATES AN APPRECIATION OF THE "ANXIETY" COMPONENT 
IN CURRENT AND FUTURE PRICES. THE ANXIETY PREMIUM MAY RANGE FROM $10 
TO $30 GIVEN CURRENT EVENTS IN LIBYA AND THEIR SPIL LOVER EFFECTS.” (WSJ)

Rex Tillerson Exxon Mobil’s Chairman and CEO
Quote in Associated Press

Tillerson pinned the rise in oil prices on the perception of future shortages 
rather than actual problems. He said traders are pricing in a "risk 
premium" to account for Libya's political situation. Oil executives in both 
Saudi Arabia and the U.S. have made similar statements 

Dr. Nansen G. Saleri , President and CEO of Quantum Reservoir Impact and former Head of Reservoir Management 
in Saudi Aramco.
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The Technical Market

� How much are the 
financial markets driving 
prices?
� Dollar Value

� How much per bbl of oil?
� Other currencies

� Euro

� Speculators
� Taking positions on both 

sides of the market
� Hedge Funds, Pension 

Funds
� Positions on oil and 

commodities instead of 
monetary based funds

� Fundamentals or 
Financial?
� Both
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The Technical Market

� “Speculators on Wall Street now own more 
barrels of sweet oil than are actually sitting in the 
Strategic Petroleum Reserves.”  Stephen Schork

� There are 726 million barrels of oil in the US 
Strategic Petroleum Reserve.



����������	�	
�����
������� �������� �	����� �������
��� ��� ���������� ������������ �!"�!! �#�$�� ����%�&���## "�!�'��$#��

��

Then and Now - Energy Markets

� 2008 Energy Markets: relentless 
and volatile
� Record prices of crude oil, $62 to 

$147 per bbl
� High natural gas prices breaking 

through $14 per mmbtu despite ok 
fundamentals (demand, production, 
and storage) 

� 2009 and 2011 Energy Markets: 
Following the fundamentals?
� Crude Oil

� 2009 - $35 to $80 / bbl
� 2011 - $85 to $110 / bbl

� Natural Gas
� 2009 – $2.50 to $6.00 / mmbtu
� 2011 – $3.75 to $4.75 / mmbtu
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Then and Now - Energy Markets

� What caused Record Prices - 2008?
� Demand - US, China, India, Brazil
� Tight and/or controlled supply
� Terrorism / Political Unrest (Geo-politics)
� Weather
� Media Scrutiny
� Technical market no longer 

fundamental
� Indexes
� Financial Houses
� Premium paid for peace

� What brought prices down?
� Supply Improvements (oil/gas) 
� Infrastructure improvements
� Demand slow down - prices can not be 

absorbed in marketplace
� Recession or Gov’t involvement
� No heat, no hurricanes, no cold
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Energy Markets – Now!!

� What is causing today’s record 
oil prices - 2011?
� Unrest, Fear, Stress, Speculation
� Japan – reconstruction, power 

replacements
� Middle East – Libya, Egypt, 

Bahrain, etc.
� Spills in US and South Atlantic

� What is confusing?
� Fundamentals

� Excess capacity 3 or 6 million 
bbls per day??

� WTI – Cushing, Oklahoma –
20 year storage high

� Gasoline stocks – 5 year high
� Technicals

� Economy
� Currency
� $10 to $15 premium for Brent
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Oil Conclusion

� Oil Fundamentals Point to Lower Prices

� Fundamentals have been secondary to 
financial, technical and geopolitical 
considerations.

� We have been through this before. History 
shows that fundamentals eventually reassert 
themselves.

� The big questions is when? How long to wait 
and when to lock as prices start to decline. 

� Oil Questions? 
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Energy Segment

Natural Gas
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Setting the stage: 
Natural Gas Trifecta (1)

Cheap 
relative to 

alternatives

Chart created by CES From Bloomberg Data
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Setting the stage: 
Natural Gas Trifecta (2)

Fossil Fuel Emission Levels
- Pounds per Billion Btu of Energy Input

Pollutant Natural Gas Propane Oil Coal

Carbon Dioxide 117,000 138,000 164,000 208,000

Carbon Monoxide 40 33 208

Nitrogen Oxides 92 448 457

Sulfur Dioxide 1 1,122 2,591

Particulates 7 84 2,744

Mercury 0.000 0.007 0.016

Source: EIA - Natural Gas Issues and Trends 1998

� Lower Emissions compared to other fossil fuels
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Setting the stage: 
Natural Gas Trifecta (3)

� Domestic
� “The State of 

Maine exports 
more than $5 
billion dollars 
each year 
because of its 
inordinate 
dependence on 
foreign oil”Governor’s 
Office of Energy Independence and 
Security July 2010

� The U.S. 
overtook Russia 
as the world’s 
largest natural-
gas producer in 
2009 Chart From Russ Mahan, El Paso, NECA 

Fuels Conf. 9/28/10
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Natural Gas Resource (1)
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Natural Gas Resource (2)

Up to 250 trillion 
Cubic feet of gas

Shale Gas
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Natural Gas Resource (3)

Slide From E. Russell Braziel, BENTEK Energy NECA Fuels Conf. 9/28/10
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Natural Gas Resource (4)

� Total available future supply = 2,074 tcf (2009)
� Of this, 616 tcf is from new shale gas
� US consumption is 23 tcf per year (2009)
� Approaching 100 years supply at current 

consumption rates…
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Natural Gas Resource (5)

Slide From E. Russell Braziel, BENTEK Energy NECA Fuels Conf. 9/28/10

Big 5 
Shale 
Plays
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Fundamental Shift (1)

Slide From E. Russell Braziel, BENTEK Energy, LDC Gas Forum, Boston, 6/7/10
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Fundamental Shift (2)
Before Shale

Slide From E. Russell Braziel, BENTEK Energy, LDC Gas Forum, Boston, 6/7/10

Henry Hub

Prices Higher 
Than Henry 

Hub

Prices Lower 
Than Henry 

Hub
$1.13 TZ6
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Fundamental Shift (3)

Slide From E. Russell Braziel, BENTEK Energy, LDC Gas Forum, Boston, 6/7/10

TZ6 vs HH
2007 = $1.126
2008 = $1.073
2009 = $0.871
2010 = $0.867
2011 = $???? 

TZ6 vs HH
2007 = 116%
2008 = 113%
2009 = 120%
2010 = 120%
2011 = $???? 
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Sable Offshore Energy

Deep Panuke

Corridor Resources

Canaport TM LNG

Natural Gas
Maritimes
Natural Gas
Maritimes

Slide: Courtesy of Spectra Energy
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Canaport LNG
St John New Brunswick

• 1.2 Bcf/d max sendout

• 0.2 Bcf avg sendout

• 10 Bcf storage

• 5.7 Bcf max ship size

• 66 Bcf delivered to mkt

• 32 cargos received

• Trinidad

• Qatar

• Egypt

• Peru

Photo From http://www.canaportlng.com/

� LNG is Natural Gas Chilled to -256F
� Pressurized to liquid state
� Takes 600 times less space than gas; 

cheaper and easier to transport
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LNG Import Terminals

Map From: www.lngfacts.org/images/100710_chart_large.JPG

� Northeast Current
� Canaport NB, Repsol

� Onshore MA: Everett, Suez

� Offshore MA: Northeast Gateway, 
Excelerate

� Offshore: Neptune LNG/Suez LNG

� Proposed In Maine: Down to One
� Downeast LNG

� 0.625 Bcf/d peak sendout
� $15 million to-date & $2 million expected

� Calais LNG
� Oct10: Goldman pulls out after $24 million
� Dec10: Application to MBEP withdrawn

� Quoddy LNG
� Application withdrawn
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Do we need a Maine LNG 
Import Terminal?

� Probably 
Not Due 
to Shale

� Lower 
Annual 
Basis…

� But high 
& Volatile 
Winter 
Basis
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Too good to last? LNG Exports

� Sabine Pass
� Louisiana
� Exporting 

previously 
imported LNG

� Plans to liquefy up 
to 1 bcf per day 
by 2015

� Freeport LNG
� Texas
� Liquefy up to 1.5 

bcf / day by 2015
� $2 billion

� Kitimat LNG
� BC, CA
� 0.7 bcf / day by 

2015
Slide from: Federal Energy Regulatory Commission • Market Oversight • www.ferc.gov/oversight
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Too good to last? Environment

� Need a large 
number of wells

� Each well uses a 
lot of water (up to 
5 million gals)

� Ongoing EPA 
Investigation

� Fracturing Agents
� Naturally occurring metals 

& radionuclides

� Local 
Moratoriums (NY, 
MD)
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Too good to last? Power Gen
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Natural Gas Conclusions

� Domestic natural gas resource is large

� New shale gas discoveries and drilling 
techniques should keep prices low in the near 
and mid term

� Risks include:
� Increased regulation to mitigate environmental 

issues surrounding new fracking techniques
� Greatly increased domestic demand for power 

generation, transportation
� Exports
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Energy Segment

Power
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New England Capacity by Fuel Type

�������

Information provided by ISO – New England
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New England Energy by Fuel Type

Information provided by ISO – New England

Significant Increase 
in Nat Gas. 

Nuclear has held 
constant 



����������	�	
�����
������� �������� �	����� �������
��� ��� ���������� ������������ �!"�!! �#�$�� ����%�&���## "�!�'��$#��

�


New England Energy Mix Looking 
Forward

�������

Information provided by ISO – New England

ISO Interconnection Queue as of January 2011
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� Hydro Quebec
� 4,000 MW New Wind
� 4,000 MW New Hydro
� Northern Pass

� Proposed 180 mile 
transmission line into 
New England via NH

� 1,200 MW import 
capacity

New England Energy Mix - Imports
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Price of Natural Gas
Affects the price of electricity 

Information provided by ISO – New England

As Natural 
Gas goes 
so does 
power
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New England Nuclear
���������	
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Vermont Yankee and Pilgrim are 
both similar vintage and design 
as the Fukushima Reactors in 
Japan.  GE boiling water reactors 
with Mark-1 containment vessels 
and above-ground spent waste 
pools.
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Power Conclusions

� Low natural gas prices and large Canadian hydro 
resources are likely to keep power prices 
relatively low in the near to mid term

� Fukushima could impact fate of VT Yankee but 
should not impact other existing nuclear capacity 
in New England.

� Loss of VT Yankee could increase costs
� Most proposed new capacity in NE is Wind 

(36%) and nat gas (42%)

� Transmission Costs (to be discussed later) are 
going up
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Energy Segment

PROPANE
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Propane

� Forward Year Price History (e.g. currently 2012)
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Propane
� Source of Domestic Propane 

� Past
� 35% from natural gas processing
� 65% from crude oil refining

� Today
� 51% from natural gas processing
� 49% from crude oil refining

� In 5 Years
� 55% from natural gas processing
� 45% from crude oil refining

� Source impacts how propane tracks oil vs natural gas

� Supply Disruptions In North East
� Tank Ownership
� Less Transparency – no longer trades on NYMEX
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Energy Segment

Biomass
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Biomass

� Pellets
� Not price competitive with pipeline natural gas

� On par with propane
� Very price competitive with #2 and resid oil

� 16 MMBtu per ton
� $150 to $225 per ton + $15 to $25 for delivery
� $10 to $16 per MMBtu ($1.40 to $2.30 per gal #2 oil equivalent)

� Be careful of packaged proposals including both supply and 
equipment

� Be aware of additional loads (electric) not priced into system
� Maintain fuel flexibility if possible

� 5 year fixed price contracts are possible
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Biomass 
� Wood Chips

� More expensive capital costs than 
pellets (2-3 X)

� Less expensive fuel
� 7 to 8 MMBtu per ton
� $40 to $75 per ton
� $6 to $11 per MMBtu ($0.85 to $1.55 per gal 

#2 oil equivalent)

� Handling
� Both Pellets & Chips

� Transportation
� Storage
� Disposal
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Procurement
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Procurement Strategies – What to do?

� Understand your risk tolerance
� Risk vs reward?

� Make a market assessment
� High prices

� How high?
� Relief

� Finance – internal discussion
� Budget Assurance

� Product Discussion
� Electricity – fixed, heat rate, block and index, index, etc
� Nat Gas – fixed, dailies, combinations

� Terms
� Long 
� Short
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Procurement – Costs Management

� Yearly Strategy Developed
� Agreed triggers and actions
� Costs outlined
� Green Initiatives
� Market Understanding
� Market Monitoring
� Political Management
� Fiscal Management
� Risk Management



����������	�	
�����
������� �������� �	����� �������
��� ��� ���������� ������������ �!"�!! �#�$�� ����%�&���## "�!�'��$#��

��

Electricity Procurement Strategy

� Product Options Evaluation
� Real Time Spot Pricing
� Heat Rate Index

� Block and Index

� Hybrid
� Bandwidth Limited

� Fixed Price, Fixed Term 
(Full Requirements 
Service)

Decreasing Levels of Risk
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Electricity Procurement Strategy

� Fixed Price
� Usage Bandwidth’s

� Zero up to 25 percent
� All requirements 

� Use as much or as little as you would like
� Pay for the insurance or positioning of the product

� Other Issues
� Contractual Terms

� Credit
� Pass through items

� RMR
� LICAP (Now FCM)
� Other

Supplier 12 month 24 month 36 month
Supplier A 0.06795$   0.06650$   0.06565$   
Supplier B 0.06700$   0.06769$   0.06675$   
Supplier C 0.07294$   0.07224$   0.07178$   
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Electricity Procurement Strategy

� Electricity Bid 
Analysis

� Pre-approved 
suppliers 
participating

� Products defined
� Pass throughs
� All inclusive
� Index
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Spot Market –
Real-time and Day Ahead

� Options are to work with supplier or go direct to ISO-NE
� Direct to ISO-NE

� Pay in advance for power and FCM
� Payment every 10-days

� Settlement – daily balancing and financial settlement rolled up 
per month

� Supplier relationship
� Charges flat monthly fee or per kWh to administer relationship.  

� All energy and energy related products, including line losses, 
are purchased at spot market prices or administratively set 
clearing prices.

NOTE – In Maine PUC requires suppliers to provide wa rning to customers of the risks inherent 
in buying electricity at the spot market price.
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Spot Market-
Real-time and Day-ahead Pricing
� Issues with real-time and day-ahead

� Costs that are passed through and not shown:
� Standard costs - $7 to $12 per MWh

� Ancillaries
� Line losses
� Renewables
� Margin or fees

� Regulatory Costs
� FCM - $5 to $15 per MWh
� RMR - $0 to $7 per MWh

� Market volatility risks
� Costs - spikes

� Weather
� Hurricanes
� Extreme temperatures

� Other 
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“Wholesale” Power
Most Recent 12 Months Day Ahead

On Peak 
$0.0566 / kWh

All Hours Avg
$0.0489 / kWh
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“Wholesale” Power
Most Recent 12 Months Real Time

On Peak 
$0.0555 / kWh

All Hours Avg 
$0.0486 / kWh
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“Wholesale” Power
Selected Hourly Prices Day Ahead

Day Ahead LMP Prices
Date    HourEnd  Price

01/24/2011  01     139.06
01/24/2011  02     137.48
01/24/2011  03     138.98
01/24/2011  04     143.12
01/24/2011  05     148.06
01/24/2011  06     164.26
01/24/2011  07     185.98
01/24/2011  08     193.79
01/24/2011  09     195.03
01/24/2011  10     194.35
01/24/2011  11     189.53
01/24/2011  12     185.59
01/24/2011  13     172.86
01/24/2011  14     172.13
01/24/2011  15     170.0
01/24/2011  16     170.3
01/24/2011  17     184.49
01/24/2011  18     216.01
01/24/2011  19     220.0
01/24/2011  20     195.78
01/24/2011  21     186.01
01/24/2011  22     175.64
01/24/2011  23     162.94
01/24/2011  24     112.31

Day Ahead LMP Prices
Date    HourEnd  Price

01/23/2011  01     126.17
01/23/2011  02     112.32
01/23/2011  03     110.87
01/23/2011  04     111.2
01/23/2011  05     109.48
01/23/2011  06     97.43
01/23/2011  07     98.62
01/23/2011  08     111.19
01/23/2011  09     118.99
01/23/2011  10     130.84
01/23/2011  11     162.03
01/23/2011  12     157.48
01/23/2011  13     138.01
01/23/2011  14     133.45
01/23/2011  15     131.38
01/23/2011  16     137.16
01/23/2011  17     165.0
01/23/2011  18     183.87
01/23/2011  19     180.0
01/23/2011  20     170.9
01/23/2011  21     168.57
01/23/2011  22     166.81
01/23/2011  23     155.77
01/23/2011  24     130.08

Day Ahead LMP Prices
Date    HourEnd  Price

03/17/2011  01     29.07
03/17/2011  02     28.08
03/17/2011  03     27.35
03/17/2011  04     27.15
03/17/2011  05     28.17
03/17/2011  06     30.36
03/17/2011  07     36.63
03/17/2011  08     39.63
03/17/2011  09     42.8
03/17/2011  10     42.07
03/17/2011  11     42.91
03/17/2011  12     41.05
03/17/2011  13     40.23
03/17/2011  14     39.83
03/17/2011  15     36.34
03/17/2011  16     35.68
03/17/2011  17     35.72
03/17/2011  18     37.54
03/17/2011  19     40.23
03/17/2011  20     48.84
03/17/2011  21     39.95
03/17/2011  22     36.0
03/17/2011  23     34.03
03/17/2011  24     30.42

The GOOD
$0.03625/kWh

The BAD
$0.1378/kWh

The UGLY
$0.1731/kWh 

Day Ahead LMP Prices
Date    HourEnd  Price

02/22/2011  01     49.39
02/22/2011  02     44.89
02/22/2011  03     42.92
02/22/2011  04     42.9
02/22/2011  05     48.01
02/22/2011  06     53.0
02/22/2011  07     201.41
02/22/2011  08     136.08
02/22/2011  09     77.32
02/22/2011  10     74.53
02/22/2011  11     70.0
02/22/2011  12     70.0
02/22/2011  13     68.0
02/22/2011  14     64.0
02/22/2011  15     59.98
02/22/2011  16     57.5
02/22/2011  17     63.84
02/22/2011  18     80.89
02/22/2011  19     81.77
02/22/2011  20     76.1
02/22/2011  21     73.82
02/22/2011  22     60.49
02/22/2011  23     51.3
02/22/2011  24     42.28

The Strange
$0.0704/kWh 
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Real-time and Day-ahead Pricing
CES services

� Services with real-time and day-ahead
� Cost Analysis

� Real-time/day ahead – NEPOOL vs Supplier
� Real-time/day-ahead versus other products

� Risk Analysis
� NEPOOL vs Suppliers
� Dollars at risk vs ability to hedge

� Day to day services
� Schedule and nominating electricity
� Audit of bills
� Event notification
� Market notification and information
� Attend applicable meetings
� File applicable reports



����������	�	
�����
������� �������� �	����� �������
��� ��� ���������� ������������ �!"�!! �#�$�� ����%�&���## "�!�'��$#��

��

Procurement Strategies

� Oil and Propane
� Market based

� Buy fuel and pay the price at the time of either 
purchased or delivered

� Lock or fixed
� Lock in a certain amount of load

� Monthly, annual or seasonal

� Hedging
� Base load for certain terms
� Over lay market product or other products

� Btu contracts
� Gas vs. Oil
� Arbitrage
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Distillate Oil & Transparency- Spot
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Resid Oil & Transparency-Spot

Transparency – at NY Harbor
What is the future?
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Distillate Oil Transparency- Futures
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Bloomberg Screen
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Procurement Strategies

� Natural Gas
� Basis

� Price above an indexed price, typically NYMEX
� Load following, balancing, capacity, margin

� Fixed Price
� Set or allotted amount of gas
� Swing – up or down based on variance and either daily or 

monthly settlements
� Full load or percentage of load

� Variable
� Market based – monthly settlement, typically NYMEX

� Daily
� Ride the market
� Daily settlement at a liquidity or reference point
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Procurement Summary

� For Any Energy Product
� Market monitor
� Don’t panic – energy markets are volatile
� Maximize competition with robust competitive bid
� Compare apples to apples
� Contract Terms & Conditions are important
� Regulatory changes are important
� Maximize transparency of all pass throughs
� Explore different term lengths and contract types
� Repeat often!
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Regulatory Issues
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Ongoing issues in NEPOOL

� Four ongoing issues in NEPOOL are having 
an impact on the electricity prices you pay:

� Reliability Must Run (RMR)
� Forward Capacity Markets (FCM)
� Transmission Upgrades
� Regional Greenhouse Gas Initiative (RGGI)
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Historical LFR and RMR in Maine

$0.00

$0.20

$0.40

$0.60

$0.80

$1.00

$1.20

$1.40

N
o

v-
07

Ja
n

-0
8

M
ar

-0
8

M
ay

-0
8

Ju
l-

08

S
ep

-0
8

N
o

v-
08

Ja
n

-0
9

M
ar

-0
9

M
ay

-0
9

Ju
l-

09

S
ep

-0
9

N
o

v-
09

Ja
n

-1
0

M
ar

-1
0

M
ay

-1
0

Ju
l-

10

S
ep

-1
0

N
o

v-
10

Ja
n

-1
1

M
ar

-1
1

$/
M

W
h

LFR

RMR



����������	�	
�����
������� �������� �	����� �������
��� ��� ���������� ������������ �!"�!! �#�$�� ����%�&���## "�!�'��$#��

��

Forward Capacity Market
FCM (Formerly LICAP)
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Load Response Program
� Revenue program – compensation for agreeing to reduce load

� Winter & Summer Audits and/or Actual Events 
� Revenue based
� FCM tag is reconstituted

� CES Self Help Program
� During ISO event shed load to reduce capacity tag 
� Cost Containment

� Issues to consider
� Grid parallel
� Air Emissions
� Liability
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A CES Self Help Client interrupts load to 
offset FCM Charges it would otherwise face.
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Transmission Upgrades

� Transmission charges are 
embedded in rates 
charged by CMP or BHE 
for “Delivery Service” –
Open Access 
Transmission Tariff or 
OATT

� OATT charges are the 
same regardless of where 
you obtain your electricity.

� OATT charges have been 
relatively small to-date –
less than $10/MWh for all 
customers

CMP’s 
MPRP

Northeast Reliability 
Interconnect

Chart by ISO – New England
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Transmission Upgrades … 2

� There are significant 
transmission upgrades and 
expansions that ISO-NE 
has approved – up to $10.0 
billion.

� Most of these are designed 
to improve reliability in CT, 
VT and MA and to move 
less expensive power to 
customers in these regions.

� Cost of upgrades is 
“socialized” across all load 
in NEPOOL – OATT rates 
are projected to increase by 
80% over the next few 
years. Chart by ISO – New England
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Sustainability



����������	�	
�����
������� �������� �	����� �������
��� ��� ���������� ������������ �!"�!! �#�$�� ����%�&���## "�!�'��$#��

��

Green and Sustainability Initiatives
� Non-Traditional
� Procurement

� Renewable Energy
� Direct to generator (PPA)
� By Wire (Supplier)
� Renewable Energy Credits
� Wind, Solar, Hydro, Blend

� Carbon Offsets
� Demand Response & Efficiency
� Biomass & Biofuel

� Management
� Cogeneration
� Active Fuel Arbitrage
� Efficiency Services

� Analysis / Consulting
� Onsite Generation
� Wind
� Solar Thermal
� Solar PV
� Biomass
� Cogeneration
� Fuel Conversion
� Grant Assistance

� 2�������
� ����
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Green Power Procurement
Supply Options:

� Long-term off-take agreements (PPA) with renewable energy 
developers –wind, solar PV, landfill gas

� On-site supply – primarily solar (PV & thermal), geothermal, co-gen
� “By wire” products from competitive energy providers
� Competitive Procurement Of Credits Or Offsets

� RECs, Carbon Credits (VCU, VER, RGGI)
� Voluntary vs Compliance Markets
� Additional, Permanent, Real, Verified, Transparent
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Offshore Wind Maine
� Maine Offshore Wind Initiative

� 3 test sites in State waters

� UMaine Grants
� $12.5 million NIST
� $8 million US DOE
� $5 million 2010 Appropriations Bill

� Goals
� 300 MW by 2020
� 5,000 MW by 2030
� Fuel conversion from oil to electric
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Onshore Wind
� Good time to buy?

� Long Term PPA
� Market prices below cost to generate

� Brings developers to the table
� But…buyer needs to be willing to pay a 

premium
� Buyer needs to be willing to sign long term 

contract (10 years or more)
� Buyer needs to be “bankable”
� Buyer needs to have scale (multi MW)

� Onsite – Very Site Specific
� Renewable Energy Credits

� Recession has depressed load
� Demand for compliance RECs is a % of load
� Class 1 RECs have dropped from 5 cents to 1.5 

cents per kWh
� Local/Compliance RECs are still very expensive 

compared to national
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Solar Thermal
� Onsite: Unlike wind, no locational advantage

� Competitive now with available grant assistance
� Payback very client specific:

� Efficiency (60% or 90%)
� Fuel (natural gas vs oil)
� Size and shape of load (scale and process helps) 

� Current system cost $225 to $300 per MMBtu annual capacity
� Thermal RECs / CO2 offsets – Possible in the future???
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Solar PV
� No locational advantage – can be located 

on most facilities
� Price

� Dramatic declines in recent years
� Currently $4 to $5 per watt installed

� Capacity Factor
� 14% or 1,250 kWhs per kW installed capacity

� Tax & Depreciation Benefits
� 30% of project costs

� Cash grant through 2011
� Tax credit through 2016

� Accelerated depreciation

� Net metering benefits
� Avoid retail rate for wholesale product
� Avoid T&D (about 90%)
� Keep full value of RECs
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RECs driven by Renewable 
Portfolio Standards
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Maine RPS

Class II – Adopted 1999:
� Includes: Fuel cells, tidal power, solar, wind, geothermal, hydro, biomass, 

municipal solid waste, combined heat and power, and kitchen sinks…
� Designed to never have a significant price impact
� 30% of load

Class I – Effective 2008
New - after September 1, 2005
Excludes municipal solid waste and CHP
1% in 2008
Increasing 1% per year
10% of load by 2017
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Green Power
Procurement - RECs

2011 Prices For RECs ($/MWh)
SREC Class I Class II

� MA $526.10 $  15.00 $  20.50
� ME $  7.25 $    0.12
� NJ $660.00 $  0.75 $   0.60
� PN $157.50 $  0.75 $   0.17
� NH $100.00 $  14.00
� RI $  13.50 $    0.98
� CT $  14.75 $    0.43
� Texas $    1.05
� Green-E National Wind $    0.93
� Green-E National Any Tech $    0.93

Source: Bloomberg  April 6, 2011



����������	�	
�����
������� �������� �	����� �������
��� ��� ���������� ������������ �!"�!! �#�$�� ����%�&���## "�!�'��$#��

��

Carbon Management

� CES offers products to 
help assess and manage 
your carbon footprint.

� Carbon Tracker
� Enables a company to:

� Establish Baseline
Greenhouse Gas (GHG) 
emissions

� Measure GHG emissions
over time 

� Evaluate the potential 
benefits and costs of 
corporate strategies designed 
to reduce GHG emissions

Carbon Tracker TM
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Carbon Manager

� Identifies a broad range of strategies that a company can 
implement to reduce GHG emissions

� Calculates the cost of implementing each GHG reduction 
strategy

� Compares a set of GHG strategies that meet overall corporate 
goals and objectives in the most cost effective manner

President’s Climate Commitment Advisory Committee
$ per short ton CO2e
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Green Initiatives Summary

� What are your “green” initiatives:
� Green Energy Purchases

� PPA, Onsite, Supplier, RECs
� Demand Response Programs
� Energy Efficiency Evaluation
� Fuel Conversion Analysis 

and Management
� Green Generation Analysis
� ESCO Management & Audit
� Carbon

� Benchmarking 
� Planning
� Procurement of Offsets
� Ongoing Tracking & Management
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Thanks And Questions??

Please do not hesitate to call us

(207) 772- 6190
or visit our website

www.competitive-energy.com
Competitive Energy Services

148 Middle St.
Portland, ME 04101


