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To the Reader:

The Windham Foundation is proud to sponsor the
Grafton Conference Project and we are especially pleased
to host the 30th Grafton Conference.  Our mission is to
provide the preparation, setting and resources to help
our brightest decision makers debate subjects and for-
mulate policies which have an impact on the way Ver-
monters live and work.  Since its inception in 1984, the
Grafton Conference Project has become a leading public
policy forum in the state.  We look forward to many more
conferences to help develop appropriate answers to im-
portant topics facing the residents of this state.

Neither the trustees nor the employees of the
Windham Foundation necessarily support the views or
recommendations expressed in the following report.  The
Windham Foundation’s sole interest is to provide a fo-
rum for the exchange of ideas on important issues.

The Windham Foundation is open to proposed top-
ics for future conferences.  Your suggestions and com-
ments on the following report are most welcome.  Addi-
tional copies of this and other Grafton Conference re-
ports can be obtained without cost from:

The Windham Foundation
P.O. Box 70
Grafton, VT 05146
winfound@sover.net

Stephan A. Morse
President, CEO

Jack Hoffman
Conference Coordinator
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Process

Grafton Conferences take place from Sunday after-
noons to noon on Tuesdays at the Old Tavern at

Grafton. They are free-flowing discussions of the topics
at hand. This booklet is not meant to be a transcript of
the proceedings, but rather a summary of the participants’
thoughts and the general consensus, whenever possible,
of the group.

These conferences are self directed by the partici-
pants. While the Windham Foundation selects the top-
ics from recommendations by the public at large and in-
vites those knowledgeable of the issue, the proceedings
are then open for the participants to decide on the man-
ner in which they will pursue the discussion.

Conference participants are chosen for their knowl-
edge and work on a particular topic and they are asked
to question their own positions, challenge others and try
to leave any preconceived solutions outside the meet-
ing. Oftentimes, participants play devil’s advocate to
defend a position that is quite contrary to that which they
have publicly espoused in the past.

On various occasions, the Grafton Conference Project
has invited keynote speakers to outline the topic at hand.
However, most of the work is done in a combination of
small breakout groups at the beginning of the sessions
and larger plenary meetings to bring about consensus.
Hopefully, this process results in the development of ideas
that can be used in the public policy arena for the ben-
efit of all Vermonters.



Vermont’s Electric Energy Future / 6

The Challenge Ahead

The Challenge Ahead

Vermont faces major decisions and needed actions
on its electric energy future.  In 2012, the operating

license for the Vermont Yankee nuclear power plant and
existing purchased power contracts with a number of
Vermont utilities expire.  Between 2015 and 2020, long-
term agreements to purchase electricity from Hydro-
Quebec, the giant Canadian utility, will run out.  These
two sources account for more than two-thirds of the
electricity that Vermonters use. Perhaps more
importantly, they provide base load power, which means
that these are the sources that are running around the
clock.  To get a perspective on the role Vermont Yankee
and Hydro-Quebec play in the state’s mix of energy
sources, consider the fact that 70 percent of the time
when someone in Vermont flips a light switch, starts up
a computer or runs a milking machine, the electricity is
coming from either Vermont Yankee or Hydro-Quebec.

Because of the long lead times involved in arranging
and approving electric supply, Vermont needs to work
now to figure out how to fill this looming void; it should
not wait, and it can’t simply do without.  Intensified
conservation efforts can help reduce the need for
electricity in the future, but conservation cannot
eliminate two-thirds of Vermont’s current electricity
usage.  As it considers its future electric supply, Vermont
will have to come to grips with the fundamental trade-
offs that are inevitable in choosing among various
sources of electricity, and it must deal with a number of
new realities that affect those choices and were not
present when past power supply commitments were
made.
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In the case of Vermont Yankee, one option would be
to extend the plant’s operating license and negotiate
extended purchase agreements, although this is not a
decision that Vermont could make on its own.  The
Nuclear Regulatory Commission has to assess the safety
of Vermont Yankee if the license were extended, and the
owner, Entergy Nuclear, needs to assess the economics
of operating the plant after 2012.

With Hydro-Quebec, it is uncertain that the Canadian
utility will offer long-term contracts like the ones that
Vermont utilities have had since the mid-1980s.  Given
the rising demand in Quebec, Hydro-Quebec may not be
able to offer a guaranteed supply of power as it has in
the past.  And if power is available, Vermont will have
to compete with consumers in New York, Ontario,
southern New England and beyond, so terms and prices
may not be as favorable as they have been.

Even if Vermont Yankee and Hydro-Quebec wish to
continue to supply power to Vermont in the decades
ahead, Vermont may find in the process of making trade-
offs that it would like to diversify its supplies, lessen its
reliance on these two sources and reduce its exposure if
one or both of these sources becomes unavailable or the
price of nuclear or hydro power gets out of line with other
available sources.  Diversity, along with economics,
reliability and environmental effects, will be among the
criteria to consider as Vermont assesses future electricity
supplies, and it may decide that it has too many of its
energy eggs in just two baskets.

If Vermont decides it is going to rely on new sources,
there will be other trade-offs to address: Should new
sources come from in state or out of state?  If they come
from out of state, what value should Vermonters place
on the emissions of remote generating plants that hasten
global warming or cause other environmental damage?
Is Vermont willing to be a buyer in a seller’s market for
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years to come, or are there steps it can take to mitigate
this economic vulnerability?  What will be the real price
of electricity when the costs of addressing global
warming and curbing carbon emissions are factored in?
As environmental costs are rolled into the price of
electricity, how will Vermont assure that it is still
available to low-income and elderly Vermonters who
struggle to pay their electric bills?  How much control
can Vermont have over these decisions, especially in this
new era when most new sources of electricity are being
built by private developers and not by home state utilities
under Vermont regulatory control?

These are just a few of the issues Vermont must
consider.  But before the state starts weighing the pros
and cons of old sources and potential new sources of
electricity, it first needs to look at revising the existing
regulatory system – its energy planning, new supply
approval and ratemaking processes.  Vermont needs to
adjust to changes that have occurred in the electric
power industry in the last 10 years.  It needs to establish
criteria for evaluating the trade-offs that must be made,
develop a process for screening proposed sources against
the criteria and provide greater assurance that costs will
be recovered once sources have been screened and
approved.

Future energy decisions will require trade-offs: trade-
offs that affect the environment, the state’s economy and
Vermonters’ quality of life.  Because these electric energy
choices will touch nearly everyone, it is essential that
the general public understands and participates as fully
as possible in examining the trade-offs involved and has
an opportunity to influence the outcome.  Because trade-
off decisions require a balancing of varied interests,
Vermont needs to redesign the existing regulatory
structure, which too often pits competing interests
against one another and resolves differences by picking
winners and losers rather than finding the best
alternative under the circumstances.
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The New Realities

It goes without saying that Vermont and the energy
markets are vastly different than in the early 1970s

when the nuclear reactor at Vermont Yankee first started
to generate electricity.  Even since the mid-1980s, when
a consortium of New England utilities built a high-
voltage powerline through the Northeast Kingdom to
deliver Hydro-Quebec power to Vermont and southern
New England, the environmental landscape, political
climate, global and domestic economic forces and the
electric power industry all have changed dramatically.
It will be important to understand these changes as
Vermont thinks about its future sources of electricity.
These new realities will shape many of the trade-offs
that the state must weigh.  And because much of current
regulatory and planning structure is based on old realities
and old assumptions about electricity supply and
demand, it’s also time to consider new approaches.

Climate Change and Electricity Production.  The
connection between carbon dioxide emissions and
climate change is now well established, and the cost of
reducing those emissions is gradually being rolled into
the price all consumers pay for energy.  Granger Morgan,
professor of Engineering and Public Policy at Carnegie
Mellon University and one of the keynote speakers at
the Thirtieth Grafton Conference, said that the world must
dramatically reduce its carbon dioxide emissions to slow
the rate of global warming.  Unlike pollutants such as
sulfur dioxide or the nitrogen oxides, which dissipate
within hours or days, carbon dioxide remains in the
atmosphere for about 100 years, Morgan said.  It is not
enough, therefore, to simply curb new CO2 emissions.



Vermont’s Electric Energy Future / 10

According to Morgan, current emissions will have to be
reduced by at least 90 percent just to stabilize the
concentration of carbon dioxide in the atmosphere.1

While many Vermonters might applaud such a goal, it is
important that they also understand how achieving that
goal might affect the price of electricity and Vermont’s
future generating sources.

Whether or not the United States signs the Koyoto
Protocol, most of the rest of the world appears to
recognize the threat posed by global warming and has
begun imposing new rules for reducing carbon emissions
and other greenhouse gases.  Increasingly, the cost of
protecting the environment is becoming imbedded in the
price paid for energy.  This process of internalizing
environmental costs is likely to change people’s views
on which sources of energy are affordable and which
are not.

Michael Dworkin, former chairman of the Vermont
Public Service Board and the second keynote speaker,
also emphasized the link between environmental
protection and energy production.  “Energy and
environment are integrally linked,” he said.
“Environment is the most important factor in the energy
debate.  Energy is the most important factor in the
environmental debate.”  Both Morgan and Dworkin said
the world would have to wean itself from carbon-based
fuels.  “A carbon-based electricity future is high in risk
and carries a lot of danger for society,” Dworkin said.

Morgan outlined some of the U.S.’s options for
reducing CO2 emissions, including capturing the carbon
dioxide that comes from coal plants.  But he predicted

1 In what could have been an aside to the current debate whether Western
nations, which generally have better emissions standards, or developing
countries, with less sophisticated technology, have a greater responsibility
to reduce green house gases, Morgan said that the atmospheric
concentration of CO2 has increased about 30 percent since the beginning
of the industrial revolution.  Because carbon dioxide lasts so long, he
said, most of the CO2 in the atmosphere for years to come would be from
Europe and North America.
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that it would take at least 50 years to cease using carbon-
based fuels.  In the meantime, as the cost of controlling
and reducing emissions is integrated into the price of
generating electricity, today’s higher priced alternatives
to carbon-based fuels are likely to become more
competitive.  And if the overall price of energy continues
to rise, the value of efficiency will become even greater.

Generating plants that burn carbon-based fuel,
primarily coal, produce the bulk of the electricity
consumed in the United States.  The following table
Morgan presented shows sources of U.S. electricity
generation:

Coal ................................ 51.20%
Nuclear .......................... 19.90%
Gas ................................. 16.60%
Hydroelectric dams...... 7.20%
Oil .................................. 3.10%
Geothermal sources ..... 0.34%
Wind .............................. 0.28%
Solar ............................... 0.01%

As the chart demonstrates, carbon-based fuels – coal,
gas and oil – account for 71 percent of the electricity
produced nationally, which is just the opposite of the
mix we have in Vermont.  Here 75-80 percent of the
electricity that Vermont consumes comes from sources
that do not emit carbon.

New Regulatory Climate and the Loss of State
Control.  In 1992, the federal government’s push to
deregulate the wholesale electric power sector began in
earnest with the passage of the 1992 Energy Policy Act.
Subsequently, in the Northeast, Texas and on the West
Coast, individual states sought to inject competition in
the retail electricity sector by allowing competitive firms
to sell power without price regulation to retail consumers
and by requiring utilities to auction off their generating
plants.  The idea was to replace a regulated monopoly
system with market competition.  Under the old system,
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the utility companies built the power plants, and if the
regulators approved, utilities’ rates were set to recover
the cost and give the companies the opportunity to earn
a profit on investments.  After the industry was
restructured, anyone could build a power plant, but
producers then had to compete for customers.  There
was no guarantee that anyone would buy their electricity,
that they would recoup their investment or that prices
would bear any relationship to cost.

In practice, restructuring produced mixed results and
did not live up to the promises made by its promoters.
To the surprise of the proponents, electricity markets
proved to be more susceptible to short-term
manipulation, as occurred in California in 2000, and
speculative construction, which produced excess
capacity in much of the U.S. by 2002.  In response,
regulators are trying to figure out how to allow some
elements of competition while still maintaining a level
of protection for the consumer.

Even without the market manipulations, like the
brownouts engineered by Enron and other brokers,
restructuring did not bring down electricity prices as its
advocates had predicted.  One reason, according to
Morgan, was that the cost of capital was higher in the
competitive environment than it typically had been for
the regulated utilities.  Utility investments traditionally
were considered safe, Morgan said, so the companies
could borrow money at low rates.  Building generating
plants to sell electricity in a competitive wholesale
market proved to be riskier than proponents believed,
and the marketplace demanded higher interest rates on
these investments.2

Whether or not restructuring lived up to the promise,
it nevertheless appears here to stay. Most New England

2 Morgan’s comments referred to the U.S. utility industry in general.
Vermont’s investor-owned utilities, as noted in footnote 3, have seen
their credit ratings drop in recent years, so their cost of borrowing is
high even though they still operate under traditional regulation.
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utilities have sold off their generating plants as part of
their states’ move to retail competition, and non-regulated
companies have built a substantial number of new
generating facilities.  Vermont Yankee, for example, was
sold by the original consortium of Vermont and New
England utility owners.  Even if some people wanted to
turn back the clock, it is hard to see how the old regulated-
monopoly system could be reassembled.

Despite an initial strong push from Gov. Howard Dean
to restructure the state’s utility industry, the Vermont
Legislature balked at deregulating the retail electricity
market here, especially after the California crisis.  Among
more than a dozen states in the Northeast – from
Michigan to Maine to Virginia – Vermont and West
Virginia stand out as the two lone holdouts that have
resisted retail competition.  But even though Vermont
consumers don’t shop for their electricity, the state can’t
escape the realities of the changes taking place all
around it.  Because Vermont is part of a regional power
network and buys most of its power from out-of-state
sources, restructuring in the other New England states
has changed the way Vermont utilities do business and
will change the way new sources are acquired in the
future.  And even though they don’t have to compete for
customers, Vermont companies are in a weaker financial
position than they were 15 years ago when the last new
long-term commitment was made with Hydro-Quebec.3

State Control versus Federal Control.  One major
consequence of wholesale power deregulation, which has
not gotten much public notice, has been a shift in
regulatory authority from the states to the federal
government and the market approach it favors.  States
have jurisdiction over the retail rates of their regulated

3 Vermont’s largest utility, Central Vermont Public Service Corp., no
longer has commercial credit having been downgraded by the Wall Street
rating agencies to ‘junk’ status (BB+, Standard & Poors) after an April
2005 rate case decision. Vermont’s second largest utility, Green Mountain
Power, remains a relatively weak investment grade credit two steps
above junk status (BBB, Standard & Poors).
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utility providers, so in the traditional vertically integrated
utility industry, where power companies owned or
controlled everything from the source to the consumer,
state regulators wielded a lot of control.  The wholesale
markets – sales between power companies or sales from
independent producers and marketers to electric utilities
– fall under the jurisdiction of the Federal Energy
Regulatory Commission (FERC).  FERC also regulates
transmission rates, which in a huge, interconnected grid,
is done without regard to state boundaries.  With the
restructuring of the industry, much more buying and
selling of electricity is taking place at the wholesale level
and the competitive market structures preferred by FERC
affect all the participants, including the Vermont utilities.
The result has been a dramatic rise in the federal
government’s influence over the electrical power
industry and a decrease in control that can be exercised
by state regulators.

According to Dworkin, from the 1920s to the 1990s,
the federal government controlled less than 10 percent
of the cost of electricity through its regulation of
transmission and wholesale power sales.  Now, Dworkin
said, FERC controls 30-70 percent of the cost, depending
upon the region.  The change is due in large part to the
fact that much of the power generation is no longer
owned by utilities and, therefore, sold through the
wholesale market.  In addition, the federal government
has pushed to beef up the nation’s transmission system
to try to promote more wholesale competition and to
enhance regional reliability of the transmission grid.
Today, Dworkin said that transmission can cost up to 15
percent of the price of electricity.  That’s a four or five-
fold increase from the period 1920 to 1990, when
transmission accounted for 3-4 percent of the price.

This shift to more federal influence has had an effect
on Vermont consumers.  Before restructuring, New
England utilities formed a consortium to operate the New
England section of the national grid and to dispatch
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power efficiently based on the cost of production from
each plant.  The New England utilities, in effect, shared
their generating facilities, and the New England Power
Pool was responsible for managing the power supply
efficiently.  NEPOOL’s task was to make sure the lowest
cost plants were operating to meet customer demand at
that time.

NEPOOL has been transformed into a large federally
regulated entity known as an “independent system
operator” (ISO) which controls power plant and
transmission line dispatching for reliability purposes and
manages the wholesale energy market for the New
England area.  ISO-New England is also responsible for
planning improvements that will assure the reliability
of the network into the future as old plants are retired,
new plants come on line and demand for power grows in
New England.  According to information presented at
the conference, NEPOOL’s annual budget was $30 to $40
million a year. The cost to operate ISO-New England and
the regional transmission organization, which ultimately
is passed onto consumers, is now about $150 million a
year.

Vermont’s NIMBY (Not In My Back Yard) Problem.
It’s probably a safe bet that Vermont will not be host to
another nuclear power plant, at least not for a few more
generations.  But the state has been cool to the
construction of large generating facilities that use less
controversial fuels, too.  Since Vermont Yankee began
producing power in 1971, the biggest power generator
built in state was the McNeil wood-burning plant in
Burlington, which has the capacity to put out 50
megawatts of power.  (Vermont’s current peak load is
approximately 1060 megawatts and it is growing by about
15 megawatts per year.)  A number of small-scale
generators that rely on renewable sources – primarily
hydropower and wood – have been built over the last
couple decades by small, independent power producers,
and they now meet about 6 percent of Vermont’s needs.
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More recently, a cluster of moderately sized wind
generators was erected in Searsburg, and Washington
Electric Coop is now generating power with a small
methane generator from the Coventry landfill.  During
the same period, however, Vermont rejected two major
proposals to bring natural gas into the state to supply
one or more generating stations.  And proposals at a
number of locations in the state to install the next
generation of wind turbines, which would be nearly twice
as tall as the Searsburg turbines and rise high above any
Vermont ridgeline, have sparked vigorous public debate
and strong local opposition.

Vermont, in short, has earned a reputation for being
a difficult place to site new electrical generating
facilities.  The ethic that leads Vermonters to question
the need for large-scale generating facilities has fueled
strong efforts at conservation and, in the past, encouraged
the development of renewable sources.  According to
Dworkin, all of the growth in Vermont’s demand for
electricity in the last 20 years was met by renewable
sources and increased efficiency.  But renewable
resources and efficiency won’t be enough to replace the
550 megawatts of power that Vermont now gets from
Vermont Yankee and Hydro-Quebec and is scheduled to
lose over the next decade.  If Vermonters decide they
want new sources and see a value in having new sources
built within the state’s border, it will be necessary to
address problems in the siting process.  Otherwise,
developers will be reluctant to risk their capital to try to
build new facilities here.

The conference participants also recommended that
the Agency of Natural Resources take an active role in
the development of trade-off criteria and in the
assessment of the environmental effects of various
electric energy sources.  Although the agency was not
represented at the conference, other participants said
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that the state’s environmental policies sometimes
clashed with its energy policies, and vice versa.  They
suggested, for example, that the Department of Public
Service work with the Agency of Natural Resources as it
prepares the state energy plan.

The Quasi-Competitive Wholesale Market.  Re-
structuring did not deliver the purely competitive market
that some proponents had promised, but price
competition is a much bigger factor in electricity prices
than it was under the old system.  In concept, in the state-
regulated form of the industry, prices were tied to cost.
Assuming a plant was needed and the investment was
“prudent,” rates were set to allow utilities to recover the
investment cost of the facility, its operation and a return
on the investment.  The “regulatory bargain” was that a
utility was obligated to provide the services consumers
demanded, stockholders were to enjoy relatively low-risk
investments and customers were to get their electricity
for its cost plus a return on invested capital.

The new reality is that most states around Vermont
have moved away from this model and are depending on
power from the market.  Retail customers in these states
are buying power on their own or buying “standard offer”
power that is made available through an auction process
every few years.  Vermont, meanwhile, continues to use
a regulated approach and long-term sources.

The deregulated market is not driven wholly by
supply and demand.  Especially after the market
manipulations in California, there is some price
regulation, such as price caps.  But is it largely a seller’s
market, especially for a small state like Vermont with
little of its own generating capacity.  And Vermont suffers
from the effects of the increased global demand for
energy.  As Dworkin explained: “When the world wants
more energy, the price goes up for everyone in the
world.”
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An important consequence of the new bid price-
driven wholesale system is that long-term contracts have
become a rarity.  Vermont utilities have been buying
power from Hydro-Quebec since the mid-1980s.  While
there have been adjustments and renegotiations at
different stages, the current contracts with Hydro-
Quebec run until 2015 and then gradually expire over
the following next five years.  Hydro-Quebec no longer
makes deals like that.  An 18-month contract is the
longest commitment the company now offers.  In a price-
driven market, especially one as volatile as today’s
energy market, electricity producers like Hydro-Quebec
want to maintain flexibility so they can respond to
changes.  That’s going to mean more uncertainty for
Vermont consumers when they have to compete with
buyers in eastern North American for the power flowing
from Quebec.

In summary, the combination of wholesale market
changes in the industry and the weakened financial
status of Vermont’s largest utilities means that the world
has changed dramatically since the last time significant
new power supplies were procured.  Vermont needs to
examine the basic feasibility of its options as it prepares
for the upcoming replacement cycle.

Technology, Efficiency and Other Changes.  More
efficient use of electricity won’t make up for the loss of
Vermont Yankee or Hydro-Quebec, but efficiency and
new technology can reduce the amount of energy Vermont
will need in the future, which will have environmental
and economic benefits.  More sophisticated dispatching
systems, for example, could reduce the amount of reserve
power that utilities have to have on hand and that
consumers have to pay for.  Currently, the utilities must
have a 20 percent “spinning reserve” i.e., generating
plants that are running, but not delivering power to the
grid so they can be brought on line quickly.  According
to Dworkin, new technology could improve the dispatch
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New technology also makes it possible for consumers
with their own small generating facilities to feed
electricity into the grid or draw extra power when they
need it.  With intelligent metering, consumers and
utilities can better control when they use electricity,
which also allows them to control the price they pay.
Better technology can improve the efficiency of existing
hydroelectric dams.

Efficiency has a proven track record in Vermont and
it will continue to play an important role in the future.
The Northeast traditionally has had higher energy prices
than the rest of the nation and Vermont’s prices have
been at the high end in New England.  Thanks to
improved efficiency, Vermont’s commercial and
residential customers typically use less energy than their
counterparts in other states.  The average electric bills
that Vermonters pay are about in the middle of the pack
when compared to the other states.  Better efficiency has
enabled Vermont to avoid 87 megawatts of new power
demand, which is a savings of nearly 9 percent.
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Choices Will Require Trade-Offs

Early in the Atomic Age, nuclear power advocates
saw it as a source of abundant, affordable electricity.

“Our children will enjoy electrical energy in their homes
too cheap to meter,” the chairman of the Atomic Energy
Commission, Rear Admiral Lewis Straus said in 1954.
Since then, we’ve learned that Admiral Strauss was
overly optimistic.  We also have come to understand that
no single source of electricity has all of the redeeming
characteristics we want: safe, clean, reliable, affordable
and plentiful.  What we have instead is a smorgasbord of
sources with both positive and negative attributes.  Wind,
sun, water, coal, oil, natural gas, wood, methane, uranium
and other energy sources can be harnessed to generate
electricity.  But all have relative drawbacks and benefits
that Vermonters need to weigh carefully.

Take nuclear power again, for example.  Even before
Three-Mile Island, “The China Syndrome” and
Chernobyl, the nuclear power trade-off appeared to be
one of environmental and health risks versus reliability
and comparatively low price.  As the problem of nuclear
waste disposal went unresolved decade after decade,
public sentiment, at least in Vermont, seemed to tip more
and more against the continued operation of Vermont
Yankee.  But now awareness of global climate change
and the need to reduce carbon dioxide emissions may
have altered Vermont Yankee’s environmental balance
sheet.  Nuclear plants generate electricity without
producing any carbon emissions, which is an
increasingly valuable asset.

In the end, Vermonters may decide that the environ-
mental and health risks still are too high, especially if
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storage facilities at the plant for spent nuclear fuel
become permanent.  But the trade-off with Vermont
Yankee is not as black and white as the environment
versus the economy.  Nor is it certain that the plant will
be operating in the future and continue to produce much
of Vermont’s electricity.  There are important
environmental benefits to be weighed against serious
potential environmental and economic risks.  If
Vermonters are going to make sound decisions about their
energy future, it will be essential that they understand
fully the spectrum of risks and benefits of all of the
choices before them.

Hydro-Quebec also involves environmental trade-
offs.  Hydropower is another source of electricity that
produces no carbon emissions, but building the massive
dams in northern Quebec has caused other
environmental damage by diverting the flow of some river
systems and putting vast areas of wilderness under water.
Whether that’s an acceptable trade-off is another question
Vermonters may want to consider in the future, although
Vermont’s decision is unlikely to influence Hydro-
Quebec’s future construction plans.  Especially if fossil
fuel prices remain high into the future, Hydro-Quebec
should have little problem finding a market for its power
whether Vermont buys or not.  Depending on the mix of
sources in Vermont’s energy portfolio, Hydro-Quebec
could offer other crucial benefits.  Currently, Vermont
has some scheduling flexibility in when it draws power
from Canada.  Such flexibility in the future could make
Hydro-Quebec a nice complement to wind turbines or
other sources that produce electricity reliably, but
sometimes intermittently.

There will be many trade-offs to weigh when Vermont
considers whether and what kind of new generating
facilities should be built within its borders.  There are
important advantages to have generating sources close
to where the power is being used in the new wholesale
market, with its location-sensitive pricing mechanisms.
In-state sources, for example, typically result in lower
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charges for power lost in transmission and tend to have
lower “congestion” charges, which occur when the grid
is congested and the cheapest power can’t be delivered.

Another question will be how much new plant
development Vermont should allow for power that is to
be exported?  In this new era of deregulation, power
plants no longer are built by utilities to serve their own
customers.  Today, private developers can build
generating facilities and sell the electricity wherever
they find the best market.  Exports offer clear economic
benefits: they can create jobs and wealth. But given the
difficulty of siting new facilities in Vermont, the numbers
of places where new plants are viable may be limited,
and the environmental effects may be undesirable if the
power is going elsewhere.

Participants at the Thirtieth Grafton Conference did
not try to determine what sources of energy might be
best for Vermont or even to identify the trade-offs to be
weighed with each source.  And it is not the purpose of
this report to try to analyze the options that the state
will need to consider in the near future.  The first step in
addressing the state’s future energy needs, the
participants agreed, was for Vermonters to recognize that
trade-offs will be inevitable.  There will be no magic
source of electricity that will be cheap, abundant,
invisible and risk free.

The strong consensus that emerged from the
conference was that the state needed to develop a
comprehensive electric plan and education program so
that Vermonters will understand the trade-offs and be
able to help make informed choices about their energy
supply.  They also discussed changes to the existing
regulatory structure to respond to the new realities of
the electric power industry and to give the general public
a more active role in energy planning.
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Toward More Inclusive Planning

Many of the conference participants have years of
experience with Vermont’s planning and

regulatory process as regulators, utility officials,
developers or parties in cases adjudicated by the Public
Service Board.  There was general agreement among all
of the participants that changes were in order, changes
that would require action by the Legislature, the Public
Service Board, the Agency of Natural Resources and the
Department of Public Service, which is responsible for
representing consumers in utility matters.

It is the job of the Legislature to set broad policy goals
for how the state should meet its energy needs, including
electricity. Vermont’s current electric planning policy
is concise and speaks to the need to address a variety of
factors, such as cost, efficiency, protecting the
environment, maintaining a strong economy and using
renewable energy sources.  However, as several
participants pointed out, the current policy does not
attempt to establish priorities or provide any guidance
on how these various factors should be weighed and
traded against one another.  It is the state policy, for
example, that Vermont meets its energy needs “in a
manner…that assures affordability…and is environ-
mentally sound.”  But if the choice is between a source
that is affordable, but less environmentally sound and
one that is environmentally sound, but less affordable,
the Legislature has not said which way state regulators
should lean.  Neither does this answer the question of
how to differentiate between short-term and long-term
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affordability, which is likely to be heavily influenced by
environmental considerations and the ever changing cost
of alternatives present in the market.

The state energy plan, which flows from the state’s
energy policy, is the responsibility of the Department of
Public Service.  It is much more detailed than statutory
policy and addresses the pros and cons of various energy
choices.  However, the energy plan also avoids rankings,
priorities or preferences when it comes to weighing costs
against potential environmental risks or reliability
against economic benefits.

The next step in the process is the individual
“integrated resource plan” that all utilities must prepare.
At this stage, some proposals are made.  Utilities
describe the mix of sources they might use to provide
electricity to their customers and their plans for the
future as sources are retired and demand increases.  But
even with these plans, the utilities follow criteria that
don’t provide guidance for balancing trade-offs, and they
typically try to keep their options open so they have
flexibility when it comes time to propose a long-term
contract or develop a new energy source.

It is not until a utility goes before the Public Service
Board with a request for permission to buy long-term
power or build a new facility that solid decisions are
made about where that Vermont utility will get its
electricity.  This process can only answer a yes-or-no
question about a particular project for a particular utility,
and has no mechanism for answering what might be the
best choice, given Vermont’s balancing of the trade-offs.
The participants did not try to devise a new planning
and regulatory structure.  Time was limited and they
agreed that such changes also should be made after
public discussion.  However, the conferees did identify
things that might be done to improve the process and
suggested alternatives to the current system.
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There was broad agreement that Vermont should
attempt to develop trade-off criteria that will better steer
what is proposed by the entities that have to serve
consumers and move away from the heavy dependence
on project-by-project review.  One alternative discussed
at length was development of trade-off criteria that could
be applied to an overall “energy portfolio.”  The
participants concluded that the energy plan prepared
by the Department of Public Service was the logical place
to propose and publicly vet such trade-off criteria.  They
also strongly recommended that the Agency of Natural
Resources broaden its role from that of a permit issuer.
They urged the Agency to work closely with the Public
Service Department to assess the environmental pros and
cons of various electricity sources and to help develop
trade-off criteria.

This approach would allow utilities to propose to
acquire a mix of sources that respond to the criteria.  The
portfolio would have to be reviewed and approved by
the regulators.  But once approved, utilities would have
a high degree of certainty that they would be able to
recover the cost of their portfolio of sources and capture
a return on their invested capital in their retail rates.
And instead of assessing each facility or purchased
power contract, regulators would measure the overall
performance of the portfolio periodically.

A variation on the portfolio theme was the idea of
having a single entity or consortium at the state level
take responsibility for negotiating power purchases and
planning the development of new energy sources.  Such
a statewide portfolio would be developed on the basis of
priorities established by the Legislature and specific
trade-off criteria developed through the state energy plan.
One possible advantage of centralizing power acquisition
could be better pricing through aggregation of Vermont’s
relatively limited buying power.  This approach would
not preclude utilities from entering into agreements with
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suppliers on their own, but prices and terms set by a
central entity could serve as a benchmark for deals
negotiated directly by the utilities.  In any event, the
development of trade-off criteria in a statewide energy
plan would give the public a greater opportunity to shape
Vermont’s energy choices by establishing up front the
mix of attributes people want to include in a portfolio of
state energy sources.

The need for more public participation in energy
planning was a recurring message during the conference.
With the current system, citizens typically don’t get
involved until a new plant or power contract has been
proposed.  At that stage in the process, members of the
public can do little more than register their support or
opposition to a particular project.  It’s too late for them
to have provided more fundamental guidance and input
that would have led to a different array of choices.
Vermont needs to find an effective process for
influencing its electric energy future and to ensure that
the mechanisms provide comprehensive information to
the public and decision-makers so that the inevitable
trade-off decisions are well founded.
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Caveat

The Thirtieth Grafton Conference was prompted by
the looming expiration of the Vermont Yankee

license and contract and Hydro-Quebec contract.
Consequently, the participants decided early on to focus
their discussion on electric power and not the broader
topic of energy use and resources, including oil.  The
participants acknowledged that electricity represents
only a portion of the energy that Vermonters consume,
albeit an important one.  Residents and business spend
more than $500 million a year for the power they use.  It
also is a source of energy over which the state has some
limited control.  As one participant said, “IBM, Ethan
Allen Furniture and other major companies in Vermont
are not complaining about the price of oil and gasoline.
They are complaining about the price of electricity!”

There is a larger problem of energy consumption that
Vermont, the U.S. and the rest of the world will have to
address.  For now, though, those larger questions were
beyond the reach of this group.
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Appendix A:
Conference Participants

Riley Allen
Vermont Public Service Dept.

Shawn Shouldice Banfield
Vermont Energy Partnership

David Blittersdorf
NRG Systems

Lou Bravakis
Novus Energy, LLC

Brian Cosgrove
Vermont Yankee

William Deehan
Central Vermont
Public Service Corp.

Robert Dostis
Vermont House of
Representatives

Michael Dworkin
Vermont Public Service Board

Don Gilbert
Vermont Gas

Emily Gould
Mediation and Communication
Facilitation Services

Barbara Grimes
Burlington Electric Department

Chris Kilian
Conservation Law Foundation

Sandra Louis
Hydro-Quebec

Marc Mihaly
Vermont Law School

David O’Brien
Vermont Public Service Dept.

Scudder Parker
Businesses for Social
Responsibility

Carolyn Partridge
Vermont House of
Representatives

Avram Patt
Washington Electric
Cooperative

Chuck Ross
Office of Senator
Patrick J. Leahy

Philene Taormina
AARP

Stephen Terry
Green Mountain Power

Marjan van den Belt
Mediated Modeling
Partners, LLC

James Volz
Vermont Public Service Board

Jeff Wallin
Multiple Resource
Management/Vermont Energy
Partnership
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Appendix B:
Windham Foundation Trustees

Samuel W. Lambert, III
Princeton, New Jersey
Chairman

Stephan A. Morse
Newfane, Vermont
President & Chief
Executive Officer

Elizabeth Bankowski
Brattleboro, Vermont

William  H. Bruett
Far Hills, New Jersey

William A. Gilbert
South Burlington, Vermont

Robert M. Olmsted
New York, New York

Jamie Kyte Sapoch
Hopewell, New Jersey

Edward J. Toohey
New York, New York

Edward R. Zuccaro
St. Johnsbury, Vermont
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Appendix C:
List of Conferences, Topics, and Dates

The First Grafton Conference
Economic Development and the Environment of Vermont
January 22-24, 1984

The Second Grafton Conference
The Future of Health Care in Vermont
June 24-26, 1984

The Third Grafton Conference
Education in Vermont: Taking a Direction
December 2-4, 1984

The Fourth Grafton Conference
Economic Development in Vermont –
International Perspectives on Policy Issues
June 9-11, 1985

The Fifth Grafton Conference
Vermont’s Cultural Resources
July 14-16, 1985

The Sixth Grafton Conference
Vermont’s Housing Future
January 26-28, 1986

The Seventh Grafton Conference
Vermont Women in Transition
March 23-25, 1986

The Eighth Grafton Conference
A Review of Vermont’s Tax Policies
June 22-24, 1986
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The Ninth Grafton Conference
Vermont’s Fourth Estate and Public Policy
August 10-12, 1986

The Tenth Grafton Conference
The Travel Industry in Vermont
December 7-9, 1986

The Eleventh Grafton Conference
Vermont’s Cultural Resources: Two Years Later
May 31-June 1, 1987

The Twelfth Grafton Conference
Vermont: Who Are We Becoming?
July 19-21, 1987

The Thirteenth Grafton Conference
Growth in Vermont: Under Control?
November 8-10, 1987

The Fourteenth Grafton Conference
Governing Small Vermont Towns
March 20-22, 1988

The Fifteenth Grafton Conference
The Judicial System in Vermont:
Purpose and Performance
February 26-28, 1989

The Sixteenth Grafton Conference
Global Competence in Vermont:
An Educational and Economic Imperative
May 7-9, 1989

The Seventeenth Grafton Conference
A Strategy for Providing Maternal and Infant Care in
Vermont
June 4-6, 1989

The Eighteenth Grafton Conference
Addressing Vermont’s Solid Waste Crisis
January 7-9, 1990
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The Nineteenth Grafton Conference
Public Safety:  Adapting to Changing Times
June 3-5, 1990

The Twentieth Grafton Conference
Vermont’s Transportation Needs
August 26-28, 1990

The Twenty-First Grafton Conference
Vermont’s Education-To-Work Transition
March 10-12, 1991

The Twenty-Second Grafton Conference
Vermont’s Health Care System for the 1990’s
October 27-29, 1991

The Twenty-Third Grafton Conference
Preparing Vermont to Thrive in the 21st Century
November 9-11, 1997

The Twenty-Fourth Grafton Conference
Beyond Preservation: Keeping Vermont’s Working Landscape
September 13-15, 1998

The Twenty-Fifth Grafton Conference
Vermont Citizens and Civic Participation in a Changing World
June 11-13, 2000

The Twenty-Sixth Grafton Conference
The Changing Landscape of Vermont Agriculture
June 15-17, 2003

The Twenty-Seventh Grafton Conference
Wind Power and Ridgeline Developement
October 26-28, 2003

The Twenty-Eighth Grafton Conference
Driving the Next Generation of Economic Opportunity
May 16-18, 2004

The Twenty-Ninth Grafton Conference
Exploring Vermont’s School Choice
October 24-26, 2004
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