
  
 

73 HARLOW STREET, BANGOR, ME  04401 
TELEPHONE: (207) 992-4280          FAX:  (207) 945-4447 

WWW.BANGORMAINE.GOV 

PLANNING BOARD AGENDA 
TUESDAY, MAY 17, 2022, 7:00 P.M. 

CITY COUNCIL CHAMBERS, 3RD FLOOR CITY HALL 
ALSO; ATTENDANCE VIA ZOOM 

 

LAND DEVELOPMENT PERMIT & MAP AMENDMENTS 

1. Land Development Permit Application for Conditional Use – Site Development Plan -  35 
Queen City Boulevard – Map-Lot R08-006 – Urban Industry District – Queen City Mining, 
LLC - Land Development Permit Application for Conditional Use renewal approval for 
previously permitted internally drained mineral excavation quarry located at 35 Queen City 
Boulevard, Map-Lot R08-006, in an Urban Industry District (UID). Conditional Use Permit 
received from City of Bangor Planning Board on April 21, 2019.  Applicant: Queen City Mining, 
LLC; Agent: Plymouth Engineering.  

 
2. Zone Change – 311 Broadway – Map-Lot 046-053 – Urban Residence District 1 

(URD-1) to Urban Residence District 2 (URD-2) - To amend the Land Development 
Code by changing a parcel of land located at 311 Broadway, Map-Lot 046-053, from 
Urban Residence District 1 (URD-1) to Urban Residence District 2 (URD-2). Said parcel 
of land contains 0.12 acres. Applicant; NKSE LLC, Agent: Kiser & Kiser Co c/o Jim Kiser, 
PE.   

OTHER BUSINESS 

3. Workshop Discussion –  

A. Flag Lots  

B. Spot Zoning 

C. Boarding Houses 

4. Comprehensive Plan Check-in 

5. Meeting Minutes – May 3, 2022 
 
6. Adjournment  



  
 

73 HARLOW STREET, BANGOR, ME  04401 
TELEPHONE: (207) 992-4280          FAX:  (207) 945-4447 

WWW.BANGORMAINE.GOV 

 
STAFF MEMO 
PLANNING BOARD MEETING 
TUESDAY, MAY 17, 2022, 7:00 P.M. 
CITY COUNCIL CHAMBERS AND VIA ZOOM 
 

1. Land Development Permit Application for Conditional Use – Site Development 
Plan -  35 Queen City Boulevard – Map-Lot R08-006 – Urban Industry District – 
Queen City Mining, LLC –  Land Development Permit Application for Conditional Use 
renewal approval for previously permitted internally drained mineral excavation quarry 
located at 35 Queen City Boulevard, Map-Lot R08-006, in an Urban Industry District 
(UID).  Conditional Use Permit received from City of Bangor Planning Board on April 21, 
2019.  Applicant: Queen City Mining, LLC; Agent: Plymouth Engineering. 

A. The applicant seeks to extend their permit for quarry work.  This permit extension comes 
under the requirements under 165-32.A(1) which is enclosed in your packet. 

B. The facility did inadvertently stockpile some material outside of their permitted area but is 
remediating that activity in coordination with the Maine Department of Environmental 
Protection mining program. Other than that, it appears the quarry operation has operated 
under the confines of the original permit. 

C. Staff has no issues with this extension. 

2. Zone Change – 311 Broadway – Map-Lot 046-053 – Urban Residence District 1 
(URD-1) to Urban Residence District 2 (URD-2) - To amend the Land Development 
Code by changing a parcel of land located at 311 Broadway, Map-Lot 046-053, from 
Urban Residence District 1 (URD-1) to Urban Residence District 2 (URD-2). Said parcel 
of land contains 0.12 acres. Applicant; NKSE LLC, Agent: Kiser & Kiser Co c/o Jim 
Kiser, PE. 

A. The applicant seeks to change the zoning from URD-1 to URD-2.  The maximum buildout 
for this lot under URD-2 dimensional requirements is a two-family dwelling. 

B. The area is a transitional mix of single-family residences and 2 families units.  The hospital 
campus is also in this neighborhood. 

C. The 2019 Affordable Housing Work Group, along with the policy of the City Council to 
create more dwelling units where reasonable and feasible may support this zone change. 
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City of Bangor Planning Division 
Staff Memo - Planning Board Meeting May 17, 2022 

D. This is a reminder that the Board should pass a motion in the form of a recommendation 
as to whether the request ought to pass or ought not to pass.  Your reasons to support or 
oppose the change are helpful to the City Council for their deliberations.  

OTHER BUSINESS 

3.  Workshop Discussion –  

A.  Flag Lots – requested by Ed Bearor, Esq. 

Ed Bearor, on behalf of a property owner in Bangor, has requested time with the Planning 
Board to review the language for flag lots.  In your packet is a letter explaining their proposal. 

Occasionally, staff receives requests to make textual changes to the Land Development Code 
from property owners.  Under the requirements in Section 165-.A.(3), text amendments must 
be initiated by the Planning Board, the City Council, or the City Manager.  Typically the staff-
led projects are either by by the City Manager or the City Council.   

A flag lot is when a lot, in the shape of a flag is created, thus a long access driveway opens out 
to a wide lot, located at the rear of another lot.  (My friends in other parts of the country call 
them pork chop lots which I can’t get out of my head.) 

Flag lots’ history is mixed.  To some in planning, it’s a way for families to deed off the back to a 
family member, or as a means to seek a return on their initial investment of the parent parcel.  
In residential zones, it can be a low-cost way to provide more housing units without adding 
roads; however, increased use of creating flag lots can place unplanned burdens on the 
carrying capacity of the road serving those lots. 

Flag lots were frowned upon in more suburban subdivision developments in order to create a 
neat and orderly pattern of house development and lot layouts.  In more urban fabric areas, 
flag lots are seen as ways to provide infill development and are more prevalent and 
acceptable.   

In this particular case, the flag lot provision has been reviewed for a different purpose.  The 
property owner seeks to place a solar array in the rear portion of their large lot.  Under the 
solar array allowances, the RR&A zone was called out as an area suitable for this use; and 
more notably, that this use could be placed on a land locked property, as long as there was 
access to the property. 
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City of Bangor Planning Division 
Staff Memo - Planning Board Meeting May 17, 2022 

The limiting factor of this allowance is that a landlocked piece of property cannot be lawfully 
created; thus this incentive to use landlocked lots is limited to those created prior to the 
creation of the solar array ordinance.   

The owner is seeking another manner to be able to use a large portion of the rear of the 
property by looking at the flag lot allowance.  The current flag lot provision would only allow the 
“flagpole” portion of the lot to be 200’ in length before opening to meet the lot width standard 
for the lot.  This subject lot is over 60 acres, so the property owner would not be able to split 
the lot in two somewhat equal lots. 

One thought that staff originally had was to allow a longer “flagpole” for the sole purpose of a 
solar array.  This idea was abandoned because they are two different actions that are 
independent of each other, the flag lot permit and the solar array permit.  This means there 
could be an occurrence whereby the solar array concept is not pursued but the flag lot was 
already created, thus leaving an oversized flag lot without any land use allowances attached.  
One could say, that’s their problem (meaning the lot owner) but my response would be that it’s 
not good planning if that is the resulting response.   

It’s a challenging situation because the city’s policy with solar array was to allow them in the 
rear portions of properties; so we have been working with the applicant to seek a solution. 

A caution to the Board is any text amendment has ripple effects and unintended 
consequences.  In the review of text amendments, it is good planning practice to consider how 
the change would affect other parts of the city. 

In speaking with the City Solicitor, the code is clear as to who can send a text amendment into 
the enactment process, thus the Board does not adhere to an application process as you do 
for a Land Development Permit.  The Board can support a text amendment and ask staff to 
move it forward, or you can take no action if the Board does not want to pursue a text 
amendment at this time.   

Your attention to this request is appreciated, as it is a challenging situation. 

B. Spot Zoning 

The Board has been reviewing many zoning changes going from URD-1 to URD-2 in the last 
few years.  Housing market pressures have made the downtown neighborhoods desirable to 
create units.  This is also, in part, due to the current land uses in some of these neighborhoods 
that have multiple units and the city’s sweeping district assignments in the early 90’s.   
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Board members have expressed concern that these changes on a lot-by-lot basis may be 
considered spot zoning.  Staff generally does not see this as spot zoning and an explanation is 
below.   

Spot zoning is zoning that is at odds with the Comprehensive Plan or current plans. Spot zoning can 
also be where the other lots around it have more or less intensive uses.  Zoning regulates large 
areas, typically, and spot zoning makes unjustified exceptions to a property that adjoining lots don’t 
also receive, so it can also be seen as a fairness issue.  
The small size of the parcel is not the sole defining characteristic of a spot zone. Rather, the defining 
characteristic is the narrowness and unjustified nature of the benefit to the particular property owner, 
to the detriment of a general land use plan or public goals. The rezoning may provide unjustified 
special treatment that benefits a particular owner while undermining the pre-existing rights and uses 
of adjacent property owners. This would be called an instance of spot zoning. On the other hand, a 
change in zoning for a small land area may not be a spot zone, if it is consistent with, and furthers the 
purposes of an overriding plan. See the Eves case in your packet. 
For example, the use of the Neighborhood Service District may not be a spot zone, but the 
assignment of the Urban Industry District in a residential neighborhood might be considered a case of 
spot zoning. In the first case, the different land uses are mutually compatible and supportive. In the 
latter case, the residential nature of the area may be harmed by conflicting land use.  Also, the 
Purpose section of the districts can be useful as it establishes how the district should be used.  NSD, 
for example, is slated expressly for residential neighborhoods, and the Government district is slated 
for public and institutional properties.  In these cases, the city calls out, in its policies and in the code 
that a district is meant to be “inserted” adjacent to or within other districts. 
Special zoning treatment may have a legitimate use, such as when a community seeks to have more 
control over land uses.  Spot zoning also has the legitimacy to forward current planning practices for 
mixed-use and affordable housing, as well as fixing non-conforming irregularities (old industrial 
buildings in a neighborhood, for example.)   
Most notably, special zoning treatment can be justified if there is an approved planning document that 
has changed policy direction.  In the cases in Bangor for URD-1 to URD-2, in general, and not 
specific to any case, there is an argument that the 2019 Affordable Housing Work Group 
recommendations can serve as a basis to allow for the “upzoning” of parcels to allow more units.  
This opinion may not apply to every case, as each application is unique and the Board should review 
them in that manner. 
As indicated previously, the city is in a difficult period of limbo whereby we are working off an old 
Comprehensive Plan, and are working on a new Comprehensive Plan.  The state statute (in your 
packet) is clear that zoning has to be commensurate with your plan.  This makes these reviews 
challenging and difficult.   
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C. Boarding Houses 

Councilors have requested staff to return with a different approach and regulation for boarding 
houses.  We met with the Business & Economic Development Committee a couple of weeks 
ago.  Attached please find the memo to BED and the accompanying maps, as well as some 
reading materials on this use.   

The purpose of this discussion is to obtain the Planning Board’s thoughts and observations 
and your options on this use in Bangor. 

4. Comprehensive Plan Check-in  

Please note we will be having a Visioning Session on Zoom this coming Monday the 16th at 7 
PM.  Board members are encouraged to come and please tell your friends, family, neighbors, 
and co-workers! 

Don’t forget to tell everyone about the survey as well! 

We also enclosed some follow-up materials from the Climate Action Plan discussion at your 
last meeting.   

5. Meeting Minutes – May 3, 2022, are in your packet. 

 

Thank you for your service to the city in this capacity!!  We gave you a lot of materials to read so we 
appreciate your dedication! 
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Edmond J. Bearor 
ebearor@rudmanwinchell.com 

(207)992-2626 
 
 
May 10, 2022 
 
VIA EMAIL: anne.krieg@bangormaine.gov  
Anne Krieg AICP 
Bangor Planning Officer 
Bangor City Hall 
73 Harlow Street 
Bangor, ME 04401 
 
RE: Revision of Flag Lot Provisions 
 
Dear Ms. Krieg:  
 
Our clients own property on Hudson Road, which is located in the Rural Residence and 
Agricultural District. They would like to sell the portion of the property that has a residence on it 
and retain the back land for future solar development. However, the RR&A District requires a 
minimum lot width of 200 feet. Bangor Code Chapter 165, Attachment 4. The existing lot has 
approximately 375 feet of road frontage, and therefore the minimum lot width requirement 
prevents the formation of two lots.  
 
Code section 165-68 gives the Planning Board authority to approve “flag lots.” Due to revisions 
made in 2012, the ordinance only permits a flag lot if the access strip is 50 feet wide and no more 
than 200 feet long. Bangor Code § 165-68(B)(6). Based on the Council Action dated November 
26, 2012, those revisions were apparently made due to routine recommendations to the Planning 
Board by the Planning Department. The Planning Board meeting minutes from December 4, 
2012, likewise reflect that the changes were proposed “to codify a number of standards that the 
Planning Department ha[d] been advising applicants to follow.” No specific mention was made 
of the 200-foot length limitation, and no one on the Board spoke in favor of or against the 
revisions, but all members voted in favor of recommending the revisions to the City Council for 
approval. Thus, the record of the flag lot amendments shows no particular basis for the existing 
length limitation for the access strip.  
 
This restriction prevents the formation of flag lots on larger parcels by limiting it to those lots 
that can fit the front lot within a depth of only 200 feet. Given the changing circumstances in 
land use in intervening years, especially with respect to solar arrays, we ask the Planning Board 
to recommend amending the ordinance to minimize the restrictions on flag lots. The first stated 
purpose of the Land Development Code is “[t]o protect the public safety, convenience, comfort, 
aesthetics, prosperity and general welfare of the inhabitants of the City of Bangor.” Placing 
significant restrictions on flag lots—which serve particularly to promote, at a minimum, 
convenience and aesthetics—undermines the purposes of the Code.  
 



Anne Krieg AICP 
Bangor Planning Officer 
May 10, 2022 
Page 2 
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Since 2012, solar arrays have become more efficient, popular, and accessible. The restrictions on 
flag lots impede the progress that the City seeks to make with solar energy; that is, flag lots 
provide the best opportunities for solar development because they allow for the placement of the 
arrays in the back where land is less valuable and less visible. This promotes the efficient and 
best use of front lots and back lots, respectively. Indeed, section 165-80.2(A), in the section 
establishing the solar array overlay zone, recognizes that solar arrays “enhance our alternative 
energy sources and decrease carbon emissions. The consumption of land for this use is balanced 
with the need to provide land for development in keeping with the City’s other economic and 
housing policies.” To best see that the purposes of the solar array overlay are met, the Planning 
Board should recommend that the flag lot restrictions be revised and the access strip length 
restriction eliminated so as to promote the development of land in ways that are consistent with 
the City’s economic and housing policies.  
 
Moreover, we have been advised that lots without frontage being used for purposes of the solar 
array overlay zone had to have existed before § 165-80.2 was adopted. This limitation, in 
combination with the restrictions on the flag lots, undermines the ability of lot owners to make 
use of the best land for solar development. If flag lots are only permissible within 200 feet of the 
road frontage and new lots cannot be used for the solar array overlay purposes, the options for 
solar development are needlessly limited. That is, with these limitations, solar arrays will be 
closer to the visible roadway and residences and new lots cannot be created to take advantage of 
the solar array overlay zone.  
 
We propose that the Planning Board eliminate the requirement in § 165-68(B)(6) that the access 
strip not exceed 200 feet in length. This is the preferred approach to open up more back land for 
solar development that is out of sight but allows the land to be productive. In many cases, there 
are active pastures/hay fields that are behind the house. It would be better to keep the fields 
available for continued agricultural use by enabling the solar arrays to be situated farther back in 
the wooded areas behind the open pastures. The existing 200-foot restriction inadvertently puts 
pressure on converting active pasture lands into solar fields, and eliminating this restriction 
would allow for more flexibility based on the particular lot. 
 
Additionally, we propose that the Planning Board examine § 165-80.2 and make explicit that 
there is no requirement that the lots for the solar array overlay already be in existence to take 
advantage of this provision. Revising both sections 165-68 and 165-80.2 would open up 
opportunities in Bangor that have large back lots to increase production of solar energy without 
detracting from the other land development needs and goals of the City. This would also comport 
with the State’s policy “to promote the use of solar energy and to avoid unnecessary obstacles to 
the use of solar energy devices.” 33 M.R.S. § 1422. The Governor’s Energy Office explains: 
“Maine’s renewable portfolio standard (RPS) establishes the portion of electricity sold in the 
state that must be supplied by renewable energy resources. In June 2019, Governor Mills signed 
legislation that increased Maine’s RPS to 80% by 2030 and set a goal of 100% by 2050.” 
Removing barriers to development of solar arrays in large back lots, such as those we 
recommend here, help serve this ambitious goal.   



Anne Krieg AICP 
Bangor Planning Officer 
May 10, 2022 
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Thank you for your attention to this matter.  
 
Sincerely, 
 
 
 
Edmond J. Bearor 
EJB/REST/leb 
58784/85063 

           Edmond J. Bearor
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Vella v. Town of Camden
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Salvatore VELLA and Trician Marine Corporation, d/b/a Camden Harbour Inn v. TOWN
OF CAMDEN.

Supreme Judicial Court of Maine.

Argued February 8, 1996.

Decided June 5, 1996.

*1052 Edward F. Bradley (orally), Portland, for Plaintiffs.

Terry W. Calderwood (orally), Eaton, Peabody, Bradford & Veague, P.A., Camden, for
Defendant.

Before WATHEN, C.J., and ROBERTS, GLASSMAN, CLIFFORD, RUDMAN, DANA, and
LIPEZ, JJ.

GLASSMAN, Justice.

Salvatore Vella and Trician Marine Corporation, doing business as Camden Harbour Inn,
appeal from the summary judgment entered in the Superior Court (Knox County, Atwood,
J.) in favor of the Town of Camden on their complaint against the Town seeking



declaratory and injunctive relief. The plaintiffs contend, as they did before the trial court,
that certain amendments to the Town's zoning ordinance are invalid because (1) they are
inconsistent with the Town's comprehensive plan and constitute illegal spot zoning; (2)
they violate the equal protection and due process clauses of the United States and Maine
Constitutions; and (3) the Board of Selectmen violated the Freedom of Access Law and,
based on improper motives, approved of and recommended that the proposed
amendments be presented to the Town's voters. Alternatively they contend that because
genuine issues of material fact were generated, the trial court erred in granting the Town's
motion for a summary judgment. Finding no error in the record, we affirm the judgment.

The legislative body of the Town is the town meeting of its voters. On November 6, 1990,
the Town enacted a comprehensive plan, effective November 3, 1992, that, inter alia,
designates as a "growth area" the land use area referred to as the Traditional Village
district, defined as follows:

Traditional Village: the area that traditionally accommodated most of Camden's population
and most of its social and commercial activity. It includes established neighborhoods at
medium densities, the central business district, and a mix of compatible uses and activities
within walking distance or a very short drive of most village residents. It is virtually all
served by public water and sewer. To the extent that growth potential exists in the
traditional village area, it will be in the form of limited infill development, limited
conversions for affordable, "mother-in-law" apartments, and adaptive reuse of buildings.
Design standards to assure compatibility with the scale and appearance of the village will
be as important, perhaps more important, than prescribed densities.

Camden Comprehensive Plan, Part 3, ch. 17. Of the thirty-one lodging establishments in
Camden, sixteen are located in the Traditional Village district.

On June 8, 1993, by secret ballot at a town meeting of the voters, two amendments to the
Town's zoning ordinance were enacted pertaining to commercial lodging uses. One of the
amendments expands the commercial uses in the Traditional Village district by permitting

[h]otels or motels with more than ten (10) but fewer than fifteen (15) sleeping rooms on
lots of 3.5 or more acres, provided that the sleeping rooms are in existence and used as
such and are located wholly within one structure existing as of June 8, 1993, and further
provided that any restaurant facilities located therein shall prepare food and serve meals
only to overnight guests of that hotel or motel.



*1053 Zoning Ordinance of the Town of Camden, Maine, art. VIII, § 7(B)(25). The other
amendment defines "hotel" or "motel" as follows:

A commercial building or group of buildings built or converted to accommodate for a fee
travelers and other transient guests, who are staying for a limited duration, with sleeping
rooms (with or without cooking facilities). A hotel or motel may include restaurant facilities
where food is prepared and meals are served only to its overnight guests.

Id. art. III, § 2 (The italicized words indicate amended language. The amendment deleted
the words "and other customers" from the end of the second sentence.).

Since 1976, the plaintiffs, or their predecessors, have owned and operated the Camden
Harbour Inn, a legally nonconforming lodging establishment with twenty-two rental
rooms, a ninety-six seat restaurant and a bar, located in the Traditional Village district on
approximately one acre of land. At the time of the enactment of the amendments, the
Norumbega Inn, a lodging establishment located in the Traditional Village district on 3.95
acres of land, had no restaurant or bar and was authorized to rent seven rooms. In
response to the Town's June 1, 1992 citation of the Norumbega Inn for its operation of
thirteen, rather than seven, rental rooms, the Norumbega Inn instituted an action against
the Town. On June 21, 1993, after the Town's enactment of the amendments legalized the
Norumbega Inn's use, the Town's Board of Selectmen accepted the Norumbega Inn's
payments of $1500 for the Norumbega Inn's past violations and $5000 for legal fees
incurred by the Town, and the action between the parties was dismissed.

In July 1993, the plaintiffs filed the present multi-count complaint against the Town. After
a hearing on the Town's motion to dismiss the complaint on the ground that it failed to
state a claim on which relief could be granted, the trial court (Brodrick, J.) dismissed Count
V of the complaint that alleged the Board of Selectmen lacked authority to settle the
litigation between the Town and the Norumbega Inn.[1] Following a hearing on the cross-
motions for a summary judgment filed by the parties, the court granted the Town's motion
on the remaining counts of the complaint. From the judgment entered accordingly, the
plaintiffs appeal.

I.

The plaintiffs first contend the amendments are inconsistent with Camden's
comprehensive plan and constitute illegal spot zoning enacted solely for the benefit of the
Norumbega Inn. We disagree. As required by 30-A M.R.S.A. § 4352(2) (Pamph. 1995), "[a]
zoning ordinance must be pursuant to and consistent with a comprehensive plan adopted



by the municipal legislative body." The plaintiffs bear the burden of proving that the
challenged amendments are inconsistent with the Town's comprehensive plan. LaBonta v.
City of Waterville, 528 A.2d 1262, 1265 (Me.1987). In reviewing the record to determine
whether, from the evidence before it, the legislative body of the Town could have
determined that the amendments are in basic harmony with the comprehensive plan, we
will not substitute our judgment for that of the legislative body. Id.

"Spot zoning" is a neutral term encompassing both legal and illegal land use controls. The"Spot zoning" is a neutral term encompassing both legal and illegal land use controls. The
fact that a zoning amendment benefits only a particular property or is adopted at thefact that a zoning amendment benefits only a particular property or is adopted at the
request of a particular property owner for that owner's benefit is not determinative ofrequest of a particular property owner for that owner's benefit is not determinative of
whether it is an illegal spot zoning. See Orlando E. Delogu, Maine Land Use and Zoningwhether it is an illegal spot zoning.
Control § 7.01 at 450 (1992) ("The fact that some [zoning] amendments treat with small
areas or are suggested by a landowner-developer does not mean that the rezoning should
not be adopted."); Citizens Ass'n of Georgetown, Inc. v. District of Columbia Zoning
Comm'n, 402 A.2d 36 (D.C.1979) (zoning amendment requested by commercial property
owner not an illegal spot zoning despite its "affect[ing] a limited area to the advantage of
[that] single owner"). See also Rodgers v. Village of Tarrytown, 302 N.Y. 115, 96 N.E.2d
731, 734 (1951) (defining illegal spot zoning as "the process of singling out a small parcel of
land for a *1054 use classification totally different from that of the surrounding area, for
the benefit of the owner of such property and to the detriment of other owners").

The Town's comprehensive plan sets forth numerous land use goals and policies. One of its
many goals is "[t]o manage population and household growth in Camden in a manner
consistent with the Town's ability to absorb it, both environmentally and fiscally." Camden
Comprehensive Plan, Part 3, ch. 16(A). Pursuant to this goal, it is the stated policy "neither
to promote nor to limit growth, but rather to direct and manage it," especially toward
designated "`growth' areas." Id. ch. 16(A)(1)-(2). One of the economic goals set forth is "
[t]o encourage traditional forms of livelihood, including the full range of economic
opportunity...." Id. ch. 16(B). Pursuant to this goal, the plan recognizes that "[t]ourism is
central to Camden's economic health," and that the attendant increases in visitor
population, traffic and demands for Town services "are ... an acceptable price to pay
compared to the economic gains received, provided ... the commercial core serving this
sector (retail establishments, lodgings, restaurants, and similar enterprises) is confined to
the traditional downtown and harbor area...." Id. ch. 16(B)(1). The plan encourages
accommodating "commercial growth through adaptive re-use of existing buildings...." Id.
ch. 16(B)(2).

https://law.justia.com/cases/maine/supreme-court/1987/528-a-2d-1262-0.html
https://law.justia.com/cases/district-of-columbia/court-of-appeals/1979/12547-2.html


Here, the record discloses that both the Camden Harbour Inn and the Norumbega Inn, as
well as a number of like lodgings, are located in the Traditional Village district, designated
as a growth area by the comprehensive plan. There is nothing in the record to indicate that
the existing Norumbega Inn structure cannot accommodate thirteen sleeping rooms. The
record does not support the assertion of the plaintiffs that the legislative body of the Town
did not consider whether the amendments enacted by it were consistent with and in basic
harmony with the Town's comprehensive plan. The plan, previously enacted by the
legislative body, was in existence at the time of the enactment of the present amendments
to the Town's zoning ordinance.

II.

The plaintiffs next contend that the amendments violate the equal protection and due
process clauses of the United States and Maine Constitutions.[2] They argue that the
amendments are arbitrary and discriminatory and that public notice was inadequate. We
disagree.

It is well established law that zoning ordinances are presumed to be constitutional. The
burden is on the plaintiffs to show by clear and irrefutable evidence that the amendments
infringe on paramount law and to establish a complete absence of any state of facts that
would support the amendments. F.S. Plummer Co. v. Town of Cape Elizabeth, 612 A.2d
856, 859 (Me.1992) (citation omitted). In addition, to establish a claim of denial of equal
protection, the plaintiffs have the burden to establish that the amendments are, on their
face, prima facie violative of equal protection before the Town is obligated to demonstrate
there is a rational basis for the amendments. Begin v. Town of Sabattus, 409 A.2d 1269,
1276 (Me.1979). The plaintiffs do not contend the amendments are facially violative of
equal protection nor have they produced any evidence to establish that no state of facts
exists to support the amendments. There is no evidence in this record to support the
contention of the plaintiffs that public notice was constitutionally deficient.

III.

We find no merit in the plaintiffs' contention that the discussion of the settlement of the
litigation between the Town and *1055 Norumbega Inn at a May 17, 1993 executive session
of the Board of Selectmen violated the Freedom of Access Law, 1 M.R.S.A. §§ 401-410 (1989
& Supp.1995). Section 405(6)(E) specifically provides that "[c]onsultations between a body
or agency and its attorney concerning ... pending or contemplated litigation [and]
settlement offers" may be deliberated in executive session. Section 405(4) requires that a
motion to go into executive session "shall indicate the precise nature of the business of the

https://law.justia.com/cases/maine/supreme-court/1992/612-a-2d-856-0.html
https://law.justia.com/cases/maine/supreme-court/1979/409-a-2d-1269-0.html


executive session." The record clearly establishes that the Board of Selectmen, prior to
going into executive session to discuss the pending litigation involving the Norumbega Inn,
stated the session was for the purpose of receiving from the Town's attorney updates on the
status of that litigation.

Nor do we find merit in the plaintiffs' assertion that the amendments must be voided
because, based on improper motives, the Board of Selectmen approved of and
recommended the amendments for presentation to the voters. The voters at a town
meeting comprise the legislative body of the Town. The law is well established that "
[e]vidence as to the motive of the framers of the law or the influences under which they are
enacted is not admissible for the purpose of nullifying an ordinance." Town of Skowhegan
v. Heselton, 117 Me. 17, 20, 102 A. 772 (1917). See also Dobbs v. Maine School Admin. Dist.
No. 50, 419 A.2d 1024, 1029 (Me. 1980) (courts will not inquire into motives of municipal
legislative body nor influences under which it acts, and the same cannot be shown to nullify
ordinance duly passed in legal form and within scope of legislative body's powers).

IV.

Finally, the plaintiffs contend the trial court erred by its grant of a summary judgment to
the Town. We disagree. A summary judgment is proper "if the pleadings, depositions,
answers to interrogatories, and admissions on file, together with the affidavits, if any, ...
show that there is no genuine issue as to any material fact set forth in those statements and
that any party is entitled to a judgment as a matter of law." M.R.Civ.P. 56(c). "In reviewing
the grant of a motion for a summary judgment, we examine the evidence in the light most
favorable to the nonprevailing party to determine whether the trial court committed an
error of law." Enerquin Air, Inc. v. State Tax Assessor, 670 A.2d 926, 928 (Me.1996)
(quoting Dubois v. City of Saco, 645 A.2d 1125, 1127 (Me.1994)). Applying these principles
to our review, we conclude the record discloses no genuine issue as to any material fact and
the trial court properly determined the Town was entitled to a judgment as a matter of law.
Bailey v. Gulliver, 583 A.2d 699, 700 (Me.1990).

The entry is:

Judgment affirmed.

All concurring.

NOTES

[1] The plaintiffs do not challenge the court's ruling on this count of their complaint.

https://law.justia.com/cases/maine/supreme-court/1980/419-a-2d-1024-0.html
https://law.justia.com/cases/maine/supreme-court/1996/670-a-2d-926-0.html
https://law.justia.com/cases/maine/supreme-court/1994/645-a-2d-1125-0.html
https://law.justia.com/cases/maine/supreme-court/1990/583-a-2d-699-0.html


[2] Amendment XIV of the United States Constitution provides in pertinent part that no
state shall "deprive any person of life, liberty, or property, without due process of law; nor
deny to any person within its jurisdiction the equal protection of the laws." These
provisions are reflected in Article I, section 6-A of the Maine Constitution, that provides:
"No person shall be deprived of life, liberty or property without due process of law, nor be
denied the equal protection of the laws, nor be denied the enjoyment of that person's civil
rights or be discriminated against in the exercise thereof."
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PER CURIAM.
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Apgar Pelham and Thomas Pelham (Tallahassee),
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After the Miami Beach City Commission passed
an ordinance which rezoned landowner Kent
Harrison Robbins' property as well as the two
blocks adjacent to his property, Robbins petitioned
for certiorari review to the circuit court, appellate
division, claiming that the Commission's decision
constituted reverse spot zoning.  The circuit court
reviewing the Commission's determination
granted the petition and quashed the rezoning
ordinance as it pertained to Robbins' property. The
City now petitions this court for certiorari review
of the circuit court's decision. See Haines City
Community Dev. v. Heggs, 658 So.2d 523, 530
(Fla. 1995); City of Deerfield Beach v. Vaillant,
419 So.2d 624, *1330  626 (Fla. 1982). Our review
is limited to whether the circuit court afforded
procedural due process and whether the circuit
court applied the correct law. See Metropolitan
Dade County v. Blumenthal, 675 So.2d 598 (Fla.
3d DCA 1995). We deny the petition sought.

1

1330

1 The ordinance under review, Ordinance

No. 94-2964, was adopted by the Miami

Beach City Commission on December 21,

1994.

Reverse spot zoning occurs when a zoning
ordinance prevents a property owner from
utilizing his or her property in a certain way, when
virtually all of the adjoining neighbors are not
subject to such a restriction, creating, in effect, a
veritable zoning island or zoning peninsula in a
surrounding sea of contrary zoning classification.
Reverse spot zoning is invalid, as it is
confiscatory. See Tollius v. City of Miami, 96
So.2d 122 (Fla. 1957); City Comm'n v. Woodlawn
Park Cemetery Co., 553 So.2d 1227 (Fla. 3d DCA
1989); City of Coral Gables v. Wepman, 418
So.2d 339 (Fla. 3d DCA 1982); Olive v. City of
Jacksonville, 328 So.2d 854 (Fla. 1st DCA 1976);
City of Miami v. Schutte, 262 So.2d 14 (Fla. 3d
DCA 1972). See also 7 Fla. Jur. 2d Building,
Zoning Land Controls § 161 (1997).

The circuit court, reviewing the Commission's
decision rezoning the blocks at issue, concluded
that the surrounding property was "a vast sea of
RM-2 and other types of zoning." Therefore, it
reasoned, singling out the three blocks in question
as the ordinance under review had done, created a
"veritable island of RM-1 zoning". The City points
to proposed amendments to the comprehensive
plan  as well as a study by local architectural
experts, as providing support for its decision to
downzone the property at issue. However, as
Robbins demonstrated, at the time the
Commission acted, the State had not yet approved

2

1

https://casetext.com/_print/doc/city-v-robbins?_printIncludeHighlights=false&_printIncludeKeyPassages=false&_printIsTwoColumn=true&_printEmail=&_printHighlightsKey=#c03834a9-481b-45e7-b780-8b7b0e83b311-fn1
https://casetext.com/case/haines-city-community-dev-v-heggs#p530
https://casetext.com/case/city-of-deerfield-beach-v-vaillant-1#p626
https://casetext.com/case/metropolitan-dade-cty-v-blumenthal
https://casetext.com/case/tollius-v-city-of-miami
https://casetext.com/case/city-comn-v-woodlawn-park-cemetery
https://casetext.com/case/city-of-coral-gables-v-wepman
https://casetext.com/case/olive-v-city-of-jacksonville
https://casetext.com/case/city-of-miami-v-schutte
https://casetext.com/_print/doc/city-v-robbins?_printIncludeHighlights=false&_printIncludeKeyPassages=false&_printIsTwoColumn=true&_printEmail=&_printHighlightsKey=#1556d3d2-8b96-4783-a4eb-3f6f909e09f1-fn2


 

 

the proposed amendments to the comprehensive
plan , and the City had not yet acted on the
proposed architectural study. Thus, we agree with
the circuit court's analysis that at the time the
Commission enacted the ordinance at issue, there
was not substantial competent evidence to
demonstrate why this property was being treated
differently from all its similarly situated
neighbors. We do note, however, that this decision
does not bar further action by the Commission as
to this property. As observed in Turkey Creek Inc.,
v. City of Gainesville, 570 So.2d 1055, 1058 (Fla.
1st DCA 1990):

3

2 On January 6, 1994, the Mayor and City

Commission authorized and directed

transmittal of the "1994 Amendments to

the City of Miami Beach Year 2000

Comprehensive Plan." In response to State

comments, the City made additional

changes on June 2, 1994. On October 9,

1996 the City adopted remedial

amendments determined to be consistent

with a compliance agreement reached by

the City and the State, and on November

14, 1996 the Florida Department of

Community Affairs issued a cumulative

notice of intent finding the amendments to

the comprehensive plan, as modified by

remedial amendments to be "in

compliance." On October 30, 1997 an

administrative law judge issued a Final

Order finding the adopted amendments in

compliance and dismissing a challenge by

Robbins, who had argued certain

amendments had not been "in compliance"

as defined in Section 163.3184 (1) Florida

Statutes (1995).

3 Section 163.3189 Florida Statutes(1995)

provides:  

Process for amendment of adopted

comprehensive plan.  

(1) The procedure for amendment

of an adopted comprehensive

plan or plan element which has

been found to be in compliance

shall be solely as prescribed by

this section.

(2) A local government which has

a comprehensive plan that has

been found to be in compliance

may amend its comprehensive

plan as set forth in s. 163.3184,

with the following exceptions:

(a) Plan amendments shall not

become effective until the state

land planning agency issues a

final order determining the

adopted amendment to be in

compliance in accordance with s.

163.3184(9), or until the

Administration Commission

issues a final order determining

the adopted amendment to be in

compliance in accordance with s.

163.3184(10).

2
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In fast growing [geographical] areas . . . changes
occur with great rapidity; it cannot, therefore, be
said that, even where the same parties are
involved, an adjudication of the reasonableness of
a zoning ordinance at any given time is
necessarily res judicata or constitutes an estoppel

by judgment in subsequent litigation between the
same or different parties. (Emphasis added.)

It is a general rule that a zoning
classification which has been judicially
approved will be upheld under the doctrine
of res judicata "until a change in
conditions warrants a different result."
Starkey v. Okaloosa County, 512 So.2d
1040, 1043 (Fla. 1st DCA 1987). Accord
City of Miami Beach v. Prevatt, 97 So.2d
473 (Fla. 1957), cert. denied, 355 U.S.
957, 78 S.Ct. 543, 2 L.Ed.2d 532 (1958).
A former judgment sanctioning a zoning
classification is regarded as res judicata if
there exists in the prior and current actions
identity between the parties, or those in
privity with them, and identity of the
causes of action. *1331  Thomson v.
Petherbridge, 472 So.2d 773 (Fla. 1st DCA
1985). Identity of causes of action "means
an identity of the facts essential to the
maintenance of the action. Prevatt, 97
So.2d at 477. Therefore, a party
challenging the validity of a prior
judgment may show that the facts essential
to the prior judgment have significantly
changed so as to defeat a finding of res
judicata. As stated by the Supreme Court,

1331

In the three years since the Commission's
decision, the State has approved the amendments
to the comprehensive plan that the City here relies
upon, and the City has demonstrated its intention
to utilize the architectural study. The City has also
rezoned to RM-1 another block adjacent to the
blocks involved here. Thus, the City argues, "
[R]espondent's property now sits squarely within a
14 block area of RM-1 parcels. . . ." While this
evidence cannot be used to support the
Commission's decision made three years ago,
these changes can be used by the City to show that
neither res judicata nor estoppel by judgment
should preclude a new effort to rezone the
property at issue. As the circuit court correctly
observed, ". . . there is nothing to prevent the City
from downzoning this property as part of a
comprehensive downzoning from RM-2 to RM-1
as recommended in the . . . [architectural] study.
But petitioner's property cannot be singled out for
this type of downzoning."

Accordingly, the petition sought is denied.

3

City v. Robbins     702 So. 2d 1329 (Fla. Dist. Ct. App. 1997)

https://casetext.com/case/starkey-v-okaloosa-county#p1043
https://casetext.com/case/city-of-miami-beach-v-prevatt
https://casetext.com/case/thomson-v-petherbridge
https://casetext.com/case/city-of-miami-beach-v-prevatt#p477
https://casetext.com/case/city-v-robbins


illustration by Paul Hoffman for PlannersWeb

Issues in Land Use Law & Zoning

Understanding Spot Zoning

by Daniel Shapiro, Esq.

November 7th, 2013

Read the start of this article below; to view full article you need to be a PlannersWeb member. Already a member?
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Occasionally, planning boards or commissions are faced with a petitioner’s request to re-zone property only to
be challenged with an objector’s claim that doing so would constitute illegal spot zoning. The plan commission
often has a quandary; approve the development and risk making an improper, if not illegal decision, or deny the
development which would have financially improved the community. To better assist with this difficult decision,
it is beneficial for the commission to understand exactly what “spot zoning” is.

What Constitutes Spot Zoning

The “classic” definition of spot zoning is “the process of
singling out a small parcel of land for a use classification
totally different from that of the surrounding area for the
benefit of the owner of such property into the detriment of
other owners.

Spot zoning is, in fact, often thought of as the very antithesis
of plan zoning. When considering spot zoning, courts will
generally determine whether the zoning relates to the
compatibility of the zoning of surrounding uses. Other
factors may include; the characteristics of the land, the size
of the parcel, and the degree of the “public benefit.” Perhaps
the most important criteria in determining spot zoning is the
extent to which the disputed zoning is consistent with the
municipality’s comprehensive plan.
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Permissible Spot-Zoning: The Courts Make Responsible
Growth Just a Li�le Easier

JANUARY 23, 2014 | MARK LOPER

 Recently, the California Court of Appeal clarified a long-standing ambiguity about so-called “spot

zoning” by municipal governments, determining that the prac�ce of singling out a single property is

proper so long as it is in the public interest.  In a �me when an�-growth ac�vists are proposing ballot

measures and threatening to derail good projects, this development could make responsible growth

in San Francisco just a li�le easier.

“Spot” Re-zoning: The Court of Appeal Hands Project Sponsors (and the City) a
Victory

Last week, the California Court of Appeal published an opinion weakening a common objec�on to

large or unique projects: that rezoning necessary for the project cons�tutes impermissible “spot

zoning.”  In Foothill Communi�es Coali�on v. County of Orange, (No. G048024, published

1/13/2014) the Court clarified that spot zoning is legal so long as it is in the “public interest.”

The facts of the case will sound familiar to project sponsors.  A landowner—here the Orange County

Archdiocese—owned a parcel of land in unincorporated Orange County that was zoned for single-

family residen�al use.  The Archdiocese wanted to construct a 153-unit senior living facility on the

parcel, but under the Orange County’s zoning code, senior living facili�es were not permi�ed in

single-family residen�al zones.  The County Board of Supervisors created a new zoning category for

senior living facili�es and re-zoned the Archdiocese’s property.  Grassroots community groups and

area homeowners challenged the Board’s ac�ons as impermissible spot zoning.

As an ini�al issue, the Court explained that although spot zoning tradi�onally only referred to a City

down-zoning a single parcel, the term now should apply equally to parcels singled out for either more
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permissive or more restric�ve zoning.

The Court then concluded that although the Board’s ac�ons did cons�tute “spot” zoning by allowing

more permissive use on the property, it was permissible.  Explaining that spot zoning is “merely

shorthand for a certain arrangement of facts,” the Court determined that the real legal issue is if the

Board of Supervisors correctly determined the change in zoning permi�ng the senior living facility

was in Orange County’s public interest.

The Court concluded that it was, and that Orange County’s administra�ve findings adopted when

approving the project sufficiently showed how the project was in the public interest.  Specifically, the

Court was sa�sfied by “factual findings of consistency” with Orange County’s applicable General Plan

elements and an area plan for the neighborhood.  As explained in the Board of Supervisors’ approval

ordinance and the County’s planning staff recommenda�on, the senior living facility was consistent

with a number of different policies in Orange County General Plan’s housing element, as well as land

use design goals and policies of an area plan.

The opinion validates exis�ng San Francisco Planning Department procedure to link re-zoning to the

goals and policies of the San Francisco General Plan, as well as any applicable area plans such as the

Eastern Neighborhoods Plan.  It also highlights the importance of making sure project applica�ons

which entail re-zoning can be directly supported by these plans.  Because San Francisco’s Board of

Supervisors and Planning Department have a policy to make a number of findings of consistency with

the City’s general plan and other local policies in the context of project approvals that involve re-

zoning, the Court’s opinion should serve as a blueprint for proper “spot” rezoning in the future.

Although most projects in San Francisco do not require re-zoning, the Court of Appeal’s opinion

removes some uncertainty from large or unique projects that do. It should provide assurance to both

the City and project sponsors naviga�ng San Francisco’s complex and �me-consuming en�tlement

process that at least one common objec�on to a project can be taken off the table with though�ul

planning.  It also reinforces the importance of ensuring accurate and thorough findings of consistency

at each project en�tlement stage.

The issues discussed in this update are not intended to be legal advice and no a�orney-client

rela�onship is established with the recipient. Readers should consult with legal counsel before relying

on any of the informa�on contained herein. Reuben, Junius & Rose, LLP is a full service real estate

law firm.  We specialize in land use, development and en�tlement law.  We also provide a wide range
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§4352.  Zoning ordinances
A municipal zoning ordinance may provide for any form of zoning consistent with this chapter, 

subject to the following provisions.  [PL 1989, c. 104, Pt. A, §45 (NEW); PL 1989, c. 104, Pt. C, 
§10 (NEW).]

1.  Public participation required.  The public shall be given an adequate opportunity to be heard 
in the preparation of a zoning ordinance.
[PL 1989, c. 104, Pt. A, §45 (NEW); PL 1989, c. 104, Pt. C, §10 (NEW).]

2.  Relation to comprehensive plan.  A zoning ordinance must be pursuant to and consistent with 
a comprehensive plan adopted by the municipal legislative body, except that adoption of an adult 
entertainment establishment ordinance does not necessitate adoption of a comprehensive plan by a 
municipality that has no such comprehensive plan.  As used in this section, "adult entertainment 
establishment ordinance" means an ordinance that regulates the operation of adult amusement stores, 
adult video stores, adult bookstores, adult novelty stores, adult motion picture theaters, on-site video 
screening establishments, adult arcades, adult entertainment nightclubs or bars, adult spas, 
establishments featuring strippers or erotic dancers, escort agencies or other sexually oriented 
businesses.  For purposes of this subsection, "zoning ordinance" does not include a cluster development 
ordinance or a design ordinance prescribing the color, shape, height, landscaping, amount of open space 
or other comparable physical characteristics of development.
[PL 2007, c. 247, §6 (AMD).]

3.  Zoning map required.  A zoning map describing each zone established or modified must be 
adopted as part of the zoning ordinance or incorporated in the ordinance.  Any conflict between the 
zoning map and a description by metes and bounds shall be resolved in favor of the description by 
metes and bounds.
[PL 1989, c. 104, Pt. A, §45 (NEW); PL 1989, c. 104, Pt. C, §10 (NEW).]

4.  Exemptions.  Real estate used or to be used by a public utility, as defined in Title 35‑A, section 
102, subsection 13, by a person who is issued a certificate by the Public Utilities Commission under 
Title 35‑A, section 122 or by a renewable ocean energy project as defined in Title 12, section 1862, 
subsection 1, paragraph F‑1 is wholly or partially exempt from an ordinance only when on petition, 
notice and public hearing the Public Utilities Commission determines that the exemption is reasonably 
necessary for public welfare and convenience.  The Public Utilities Commission shall adopt by rule 
procedures to implement this subsection.  Rules adopted pursuant to this subsection are routine 
technical rules as defined in Title 5, chapter 375, subchapter 2-A.
[PL 2009, c. 615, Pt. G, §1 (AMD).]

5.  Effect on local governments.  County and municipal governments and districts are subject to 
any zoning ordinance.
[PL 1989, c. 104, Pt. A, §45 (NEW); PL 1989, c. 104, Pt. C, §10 (NEW).]

6.  Effect on State.  A zoning ordinance that is not consistent with a comprehensive plan that is 
consistent with the provisions of section 4326 is advisory with respect to the State.  Except as provided 
in this section, a state agency shall comply with a zoning ordinance consistent with a comprehensive 
plan that is consistent with the provisions of section 4326 in seeking to develop any building, parking 
facility or other publicly owned structure.  The Governor or the Governor's designee may, after public 
notice and opportunity for public comment, including written notice to the municipal officers, waive 
any use restrictions in those ordinances upon finding that:

A.  The proposed use is not allowed anywhere in the municipality;  [PL 1993, c. 721, Pt. A, §11 
(NEW); PL 1993, c. 721, Pt. H, §1 (AFF).]
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B.  There are no reasonable alternative sites for or configurations of the project within the 
municipality that would achieve the necessary public purposes;  [PL 1993, c. 721, Pt. A, §11 
(NEW); PL 1993, c. 721, Pt. H, §1 (AFF).]
C.  There are no reasonable alternatives to the project, including sites in other municipalities, that 
would achieve the necessary public purposes;  [PL 1993, c. 721, Pt. A, §11 (NEW); PL 1993, 
c. 721, Pt. H, §1 (AFF).]
D.  The project will result in public benefits beyond the limits of the municipality, including without 
limitation, access to public waters or publicly owned lands; and  [PL 1993, c. 721, Pt. A, §11 
(NEW); PL 1993, c. 721, Pt. H, §1 (AFF).]
E.  The project is necessary to protect the public health, welfare or environment.  [PL 1993, c. 
721, Pt. A, §11 (NEW); PL 1993, c. 721, Pt. H, §1 (AFF).]

A decision to waive a restriction under this section may be appealed by the municipality or any 
aggrieved party to Superior Court.
[PL 2003, c. 688, Pt. C, §20 (AMD).]

7.  Petition for rezoning; bond.  Any zoning ordinance may provide that if a person petitions for 
rezoning of an area for the purpose of development in accordance with an architect's plan the area may 
not be rezoned unless the petitioner posts a performance bond equal to at least 25% of the estimated 
cost of the development.  The bond shall become payable to the municipality if the petitioner fails to 
begin construction in a substantial manner and in accordance with the plan within one year of the 
effective date of the rezoning.
[PL 1989, c. 104, Pt. A, §45 (NEW); PL 1989, c. 104, Pt. C, §10 (NEW).]

8.  Conditional and contract rezoning.  A zoning ordinance may include provisions for 
conditional or contract zoning.  All rezoning under this subsection must:

A.  Be consistent with the growth management program adopted under this chapter;  [PL 2001, c. 
578, §21 (AMD).]
B.  Establish rezoned areas that are consistent with the existing and permitted uses within the 
original zones; and  [PL 1991, c. 504, §1 (AMD).]
C.  Only include conditions and restrictions that relate to the physical development or operation of 
the property.  [PL 1991, c. 504, §1 (AMD).]

The municipal reviewing authority shall conduct a public hearing before any property is rezoned under 
this subsection.  Notice of this hearing must be posted in the municipal office at least 13 days before 
the public hearing.  Notice must also be published at least 2 times in a newspaper having general 
circulation in the municipality.  The date of the first publication must be at least 7 days before the 
hearing.  Notice must also be sent to the owner or owners of the property to be rezoned and to the 
owners of all property abutting the property to be rezoned at the owners' last known addresses.  Notice 
also must be sent to a public drinking water supplier if the area to be rezoned is within its source water 
protection area.  This notice must contain a copy of the proposed conditions and restrictions with a map 
indicating the property to be rezoned.
[PL 2001, c. 578, §21 (AMD).]

9.  Notice; general requirements.  Before adopting a new zoning ordinance or map or amending 
an existing zoning ordinance or map, including ordinances or amendments adopted under the laws 
governing growth management contained in chapter 187, subchapter II or the laws governing shoreland 
zoning contained in Title 38, chapter 3, subchapter I, article 2‑B, the municipal reviewing authority 
must post and publish notice of the public hearing required under subsection 1 in accordance with the 
following provisions.
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A.  The notice must be posted in the municipal office at least 13 days before the public hearing.  
[PL 1997, c. 36, §2 (AMD).]
B.  The notice must be published at least 2 times in a newspaper that complies with Title 1, section 
601 and that has a general circulation in the municipality.  The date of the first publication must be 
at least 12 days before the hearing and the date of the 2nd publication must be at least 7 days before 
the hearing.  That notice must be written in plain English, understandable by the average citizen.  
[PL 1997, c. 36, §2 (AMD).]
C.    [PL 1993, c. 374, §3 (RP).]
D.    [PL 1993, c. 374, §3 (RP).]
E.  Notice must be sent by regular mail to a public drinking water supplier if the area to be rezoned 
contains its source water protection area.  [PL 1999, c. 761, §8 (NEW).]

[PL 1999, c. 761, §8 (AMD).]
10.  Additional notice; limited areas.  Notice must be given in accordance with this subsection 

and subsection 9 when a municipality has proposed an amendment to an existing zoning ordinance or 
map that, within a geographically specific portion of the municipality, has the effect of either 
prohibiting all industrial, commercial or retail uses where any of these uses is permitted or permitting 
any industrial, commercial or retail uses where any of these uses is prohibited.

A.  The notice must contain a copy of a map indicating the portion of the municipality affected by 
the proposed amendment.  [PL 1993, c. 374, §4 (NEW).]
B.  For each parcel within the municipality that is in or abutting the portion of the municipality 
affected by the proposed amendment, the notice must be mailed by first class mail at least 13 days 
before the public hearing to the last known address of the person to whom property tax on each 
parcel is assessed.  Notice also must be sent to a public drinking water supplier if the area to be 
rezoned is within its source water protection area.  The municipal officers shall prepare and file 
with the municipal clerk a written certificate indicating those persons to whom the notice was 
mailed and at what addresses, when it was mailed, by whom it was mailed and from what location 
it was mailed.  This certificate constitutes prima facie evidence that notice was sent to those persons 
named in the certificate.  Notice is not required under this paragraph for any type of zoning 
ordinance adopted under the laws governing growth management contained in chapter 187, 
subchapter II or the laws governing shoreland zoning contained in Title 38, chapter 3, subchapter 
I, article 2‑B.  [PL 1999, c. 761, §9 (AMD).]

Any action challenging the validity of an amendment to a zoning ordinance or map based on a 
municipality's failure to comply with paragraph B must be brought in Superior Court within 30 days 
after the adoption of the amended ordinance or map.  The Superior Court may invalidate an amended 
ordinance or map if the appellant demonstrates that the appellant was entitled to receive a notice under 
paragraph B, that the municipality failed to send the notice as required, that the appellant had no 
knowledge of the proposed amendment to the ordinance or map and that the appellant was materially 
prejudiced by that lack of knowledge.  Nothing in this subsection alters the right of a person to challenge 
the validity of any ordinance based on the failure of the municipality to provide notice as required in 
paragraph A and subsection 9.
[PL 1999, c. 761, §9 (AMD).]
SECTION HISTORY
PL 1989, c. 104, §§A45,C10 (NEW). PL 1991, c. 504, §§1,2 (AMD). PL 1993, c. 374, §§3,4 
(AMD). PL 1993, c. 721, §A11 (AMD). PL 1993, c. 721, §H1 (AFF). PL 1997, c. 36, §§1-3 
(AMD). PL 1999, c. 761, §§7-9 (AMD). PL 2001, c. 578, §21 (AMD). PL 2003, c. 595, §§4,5 
(AMD). PL 2003, c. 688, §§C19,20 (AMD). PL 2007, c. 247, §6 (AMD). PL 2007, c. 656, Pt. 
A, §2 (AMD). PL 2009, c. 615, Pt. G, §1 (AMD). 
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Many planners and other policymakers want 
more housing and other development, but 
political obstacles frustrate planning staff 
trying to achieve those goals. Residents 
often fight against change if they fear it may 
put their community at risk. 

Building on various precedents from 
parking reform, business improvement 
districts, and minimum lot size reform, a 
coalition of advocates for better housing 
and planning has developed ideas to enable 
more infill development and improve equity 
at smaller scales. The concept is to allow a 
supplementary process that may enable infill 
in some places where traditional upzoning 
has so far proven too challenging.

We suggest that a local government 
could designate appropriate areas where 
a menu of different zoning options, each 
allowing more development than the current 
applicable zoning, is made available to resi-
dents on a street-by-street or block-by-block 
basis. If a sufficient qualified majority of 
residents on a street or block supports one 
of those options, they could apply for their 
street or block to be converted to that new 
zoning designation, with rules to reduce spill-
over effects on other residents. The goal is to 
make it easier to find win-win ways to enable 
more infill growth with less controversy.

POLITICAL OBSTACLES TO DEVELOPMENT  
ARE HURTING GROWTH AND EQUITY
Over time, housing has become much less 
affordable in many successful cities. Hous-
ing supply has become less responsive to 
prices, as zoning rules have increasingly 
constrained what can be built. One study 
estimated that 40 percent of the buildings 
in Manhattan could not legally be rebuilt 
today because of tighter zoning rules (Bui et 
al. 2016). In many parts of the U.S., house 
prices have risen far above the minimum 
level at which building more housing would 
be profitable in the absence of tight legal 
constraints. In such cases, restrictive 

applicable zoning is often a major reason for 
the low supply of new homes (Glaeser and 
Gyourko 2018).

Efforts by planners and politicians to 
increase housing supply often meet fierce 
political resistance. Homeowners worry 
about changes to their neighborhoods and 
about their most expensive asset: their home 
(Fischel 2005). They worry about conges-
tion, disruption, and crime, and they fear 
that they will lose daylight, parking, beauty, 
and peace and quiet. The traditional pro-
cess whereby a city changes its zoning plan 
attempts to mitigate some of those concerns 
but is not designed to address all of them.

Often, proposed upzonings—changes to 
the zoning code that allow for a greater den-
sity of residences in a given area—would not 
benefit most affected residents. That may 
be because the upzoning is proposed over 
a wide area that might reduce property val-
ues overall. Sometimes the upzoning is not 
ambitious enough to make it economical to 
demolish and redevelop most existing build-
ings, meaning that only some of the property 
owners in the area would benefit. Some 
owners may be subject to historic preserva-
tion requirements or private covenants that 
stop them from building more, leaving them 
with nothing but inconvenience. Apartment 
owners or rent-controlled tenants may also 
see disadvantages rather than benefits in 
an upzoning. In other cases, residents are 
concerned that rapid change will damage 
local amenities. Each voter who perceives a 
potential harm, rather than a benefit, from 
upzoning increases the political resistance.

ULTRALOCAL ZONING MAY HELP TO  
ENABLE MORE INFILL
If broad upzoning often fails because the 
area across which the decision is made 
encompasses enough people who will likely 
not benefit from it, one solution could be to 
allow upzoning to be done by smaller areas. 
Under “street votes,” cities would allow the 

registered voters resident on each single 
length of street between two intersections 
(a “face block”) to choose more intensive 
zoning by supermajority vote—perhaps 60 
percent. “Block votes” would do the same 
for residents on each single city block (sur-
rounded by streets). Different jurisdictions 
might choose different rules regarding who 
is eligible to participate in the street or block 
vote. That will give those residents a way to 
negotiate to share the benefits of new devel-
opment and ensure that it will suit them. To 
reduce spillover effects on residents of other 
blocks or streets, the city can restrict the 
range of available options by setting maxi-
mum allowable heights and other limits.

Street and block votes would be a minor 
supplement to existing zoning procedures, 
requiring minimal amendments to local law. 
The goal is to make change as easy and as 
popular as possible. This proposal may be 
put forward by planners, beyond the realm of 
politics, but it should ideally receive political 
support and, indeed, is structured to maxi-
mize political upside.

For certain defined areas, each govern-
ment would simply set out a narrow range of 
zoning changes from which resident eligible 
voters who wish to upzone their street block 
or city block could collectively choose. 
That choice could be made by verified peti-
tion or by referendum using normal ballot 
processes. That process might be a way of 
meeting housing obligations under state law, 
in places where they exist.

The menu given to the residents might 
include simply reducing the minimum lot 
size for single-family homes or allowing 
one or more “granny flats” or accessory 
dwelling units (ADUs) per parcel. More ambi-
tious options might allow town houses or 
multifamily housing. Residents who fear 
deterioration of the neighborhood’s char-
acter can choose a more reassuring option, 
such as town houses rather than apartment 
blocks. And residents who wish to avoid 

Smarter Zoning by Street and by Block
By John Myers
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changes altogether can choose to adopt 
none of the proposals.

Even with street and block votes, 
governments would still retain full power 
over zoning because they would control the 
options (if any) from which local residents 
could choose. The benefit of such ultralo-
cal zoning is that the city need not choose a 
single zoning rule for each area, as at pres-
ent. That will let residents choose win-win 
outcomes, in order to solve the political 
obstacles to more intensive zoning. Street 
and block votes will simply supplement 
current mechanisms to upzone, which will 
remain otherwise unchanged. Trials of these 
bottom-up procedures would not interfere 
with existing processes to upzone. Any 
resulting upzoning will be purely additive.

UPZONING SPRINGFIELD
To see how this would work in practice, 
consider the fictional town of Springfield, 
which is frustrated by slow growth and bud-
get challenges. Average wages are healthy, 
but renters complain about the cost of liv-
ing and employers grumble that high costs 
prevent expansion. The mayor would like to 

allow more development to address those 
problems and increase property-tax receipts, 
but she faces too much political resistance. 
When zoning changes do allow construction, 
renters and community groups complain 
about disruption and gentrification.

Owners of single-family homes, con-
cerned about effects on schools, traffic, and 
parking, have successfully blocked growth in 
their areas.

The city’s planning staff identifies four 
areas of single-family homes adjacent to 
downtown that would be suitable for gentle 
densification if the political obstacles could 
be overcome. They estimate that the typi-
cal property value could be increased by 75 
percent by allowing three additional ADUs, 
replacement town houses, duplexes, or 
triplexes on each lot. City attorneys advise 
that Springfield has power under state law to 
allow street votes.

The mayor publishes a proposal to allow 
street votes in each of those low-density 
residential areas. The residents can select 
one or more options via such street votes: 
halving the minimum lot size; allowing up 
to three additional ADUs per lot; or allowing 

replacement town houses, duplexes, or 
triplexes. They can also opt to halve the 
existing setback rule from the street. The city 
publishes a supplemental report illustrat-
ing how much value homeowners can add to 
their properties through each option.

The proposal has safeguards to protect 
other residents. Each of the pilot residential 
areas would become a controlled park-
ing district, with free parking stickers for 
residents and short-term stickers for their 
guests. When each street votes to upzone, it 
becomes its own separate parking district, 
with stickers valid only on that street, so 
more housing on that street will not affect 
parking on other streets.

Development on each upzoned street 
will be subject to height restrictions to 
ensure that homeowners on other streets 
have access to sunlight. Each lot would 
remain subject to a setback rule, which could 
be waived by the adjacent homeowner to 
allow traditional town houses that would add 
more value for each owner. Parcels on street 
corners would remain subject to the old zon-
ing limits until both streets opt to upzone.

The zoning amendment provides that 
the residents of each block can opt to upzone 
by filing a verified petition with signatures 
of 60 percent of the resident registered vot-
ers on that face block. Because design is a 
concern for some residents, they can add an 
optional design code to their petition, which 
new construction would be required to meet. 
To address concerns from homeowners 
about jumps in property taxes immediately 
after upzoning, the city agrees to assess 
each property’s value based on the original 
zoning, until more housing is built, or for a 
maximum of 10 years.

The first pilot area sees three street 
votes within the first year. The residents of 
the first street opt to allow duplexes plus an 
ADU in the backyards. They choose a design 
code for the fronts facing the street to ensure 
good urbanism. After five years, many of 
the original homes remain—considerably 
increased in value by the potential for add-
ing more housing—but the new duplexes 
blend well into the neighborhood. Property-
tax receipts from the street have risen, 
without the need for major road or sewer 
upgrades. More professionals have moved 
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to Springfield’s growing economy, and 
local schools are not harmed by the organic 
increase in numbers. Some residents sold 
after upzoning and used part of their profits 
to move to another low-density residential 
part of Springfield. Many of the new resi-
dents are opting to commute downtown with 
taxi pooling or scooters and bicycles, so no 
one has noticed an increase in congestion.

The newly reelected mayor decides 
to push to allow street votes in more low-
density residential areas of Springfield and 
to give a few areas adjacent to downtown 
the additional option of five-story apartment 
buildings, if they wish.

ADDRESSING RESIDENTS’ CONCERNS
Residents can have reasonable concerns 
about adverse change to their area. Devel-
opment has spillover effects, and not all 
of them are good. Care should be taken to 
minimize effects on residents outside the 
street or block. Street votes will require care-
ful rules, as suggested above for Springfield, 
to address parking, traffic, and other effects. 
Block votes could be coupled with a require-
ment that existing building fronts onto the 
surrounding streets should be retained so 
that residents on the surrounding blocks will 
be unaffected. Light planes could be set to 
rise at an angle from the surrounding streets, 
limiting the height of new buildings within 
the block.

More ambitiously, a developer who neg-
atively affects an adjoining landowner could 
be required to pay compensation in a limited 
range of cases, both for loss of property 
value and for inconvenience. But such votes 
will pass only where there is a broad consen-
sus among residents that such upzoning will 
benefit them. Homeowners will each gain 
from the increased value of their property 
because of the upzoning, so compensation 
may not be needed.

Other spillover effects might be 
addressed with impact fees, tax incre-
ment local transfers, community benefit 
agreements, and other methods, such as 
auctions—all of which are meant to share 
any financial benefits from upzonings with 
relevant neighbors, with an eye toward 
engendering their support (Elmendorf and 
Shanske 2019). Some localities might allow 

the upzoning to create transferable develop-
ment rights, so that homeowners who do not 
wish to develop could sell some of their addi-
tional permitted floor area to another owner 
on the block; inter-street transfers might 
also be permitted.

Many residents will not want to leave 
the area immediately after upzoning, if ever, 
so it will be hard to assemble a sufficient 
majority for a proposal that would damage 
the neighborhood. If a proposal seems risky, 
60 percent of residents are unlikely to agree 
to it, given how much homeowners worry 
about change. To win a street vote, the advo-
cates will have to pick options and possibly a 
design code that will clearly make the street 
better in the eyes of existing residents. 
Winning proposals will tend to improve 
their areas.

EASIER DECISIONS AT STREET  
WAND BLOCK LEVEL
The economic benefits from upzoning can 
be enormous, but current mechanisms 
to upzone make it all but impossible for 
residents to negotiate changes that would 
benefit most of them.

Although residents often fear upzon-
ing, upzoning just a small area of houses will 
often substantially increase the values of 
those properties. Opposition arises because 
current zoning proposals often leave many 
homeowners with a risky and unattractive 
choice. Faced with a different set of options, 
many might choose to allow controlled 
change. The adoption of rules allowing ADUs 
in California; Minneapolis; Portland, Oregon; 
Seattle; and elsewhere shows how aligning 
interests of residents with those who want 
more housing density can make change 
much easier. Political resistance to ADUs 
is lower because homeowners can see the 
benefits of adding them on their own lots. 
Homeowners and existing renters may have 
different views: the former can capture the 
value of upzoning, but renters may be con-
cerned about short-term displacement.

Given the choice, many individual land-
owners would choose to upzone their own 
lot without changing the zoning of nearby 
properties, even if more housing might only 
be added by a subsequent buyer, many years 
later. Otherwise, there would be no need 

for zoning rules. The same is true for many 
groups of a few landowners. But at the scale 
of hundreds or thousands of landowners—
the scale at which zoning decisions are often 
made—negotiation and agreement become 
much more difficult. Agreeing to upzone, like 
anything else, gets harder as more people 
are involved: the costs of reaching agree-
ment substantially increase. As we have 
seen, that leads to highly restrictive zoning 
and political near-gridlock in many places 
where politicians face thousands or millions 
of voters. The known phenomenon of “blame 
avoidance” means that it is difficult for offi-
cials and politicians to make decisions that 
might be controversial. A modicum of direct 
democracy may provide a way to bypass 
those problems.

It is not always necessary to impose 
upzoning on homeowners. Given the pow-
ers to do so easily in small groups, it is 
likely that a proportion will negotiate among 
themselves to find upzonings that will suit 
them so they may enjoy the resulting eco-
nomic benefits. 

Various commentators have suggested 
devolution of zoning powers to smaller 
scales, in order to ease the negotiation 
of win-win outcomes. Robert Nelson, for 
example, suggested devolving zoning and 
other powers to individual neighborhoods 
(Nelson 2005). Instead of devolving to neigh-
borhoods, another option is to allow opt-ins 
at even smaller scales: street segments 
or single blocks, following proposals from 
zoning scholars Robert Ellickson (1998) and 
George Liebmann (1993).

Street votes and block votes are gaining 
ground in the U.K.: in August 2020, a govern-
ment white paper supported the concept 
(MHCLG 2020), after trials of “microdemoc-
racy” were endorsed by the U.K.’s Royal Town 
Planning Institute (Kenny and Harris 2020) 
and Centre for Cities (Breach and Magrini 
2020), among others.

Streets and blocks have two main 
advantages over neighborhoods: they 
have clear, natural boundaries; and they 
are smaller.

There is often little consensus over 
the boundaries of a “neighborhood,” 
particularly for residents who live near a 
proposed boundary. The process of precisely 
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demarcating the boundaries of a given neigh-
borhood, in order to allow that neighborhood 
to vote on zoning proposals, will itself be 
politically contentious and would only add 
more friction to the process.

Furthermore, residents are most 
affected by activities on their own face 
block. Changes on other streets tend to 
affect them less. That makes face blocks a 
natural candidate for modest reforms where 
the spillover effects are mainly contained 
within that length of street. They are a natu-
ral unit for housing upkeep and for control 
of crime (Oakerson and Clifton 2017). The 
intersections create two natural endpoints 
to each segment of street. Similarly, if the 
street frontages of the buildings around 
all four edges of a city block are preserved 
unchanged, new development within a 
city block mainly affects residents within 
that city block, and not residents of other 
blocks—particularly if congestion effects are 
controlled. The streets bordering the block 
form another natural boundary.

PLACES WHERE ULTRALOCAL ZONING 
MAY HELP
Edward Glaeser and others have suggested 
that residents resist upzoning because of 
concerns about their house price, but owners 
of houses in metropolitan areas ranging from 
Seattle and Los Angeles to Miami and Boston 
would see large financial benefits if a small 
area, including their own lot, were upzoned 
(Glaeser and Gottlieb 2008). If apartment 
blocks four or five floors high are permitted 
instead of single-family homes, that may 
increase the value of the current property by 
a factor of three times or more.

Street or block votes for upzoning are 
more likely to succeed in any place where 
large benefits will accrue to homeown-
ers—that is, wherever restrictive zoning has 
substantially raised the price of land. Where 
existing upzoning procedures are already 
working well, there may be no need for 
such votes.

Recently, Joe Gyourko and Jacob Krim-
mel listed various metropolitan areas where 
land costs are high due to restrictive land-
use rules (Gyourko and Krimmel 2020). 
In addition to metro areas well known for 
restrictive zoning such as Los Angeles, San 

Francisco, Seattle, and New York 
City, they include a wide range of 
cities where restrictive rules have 
increased land costs within 15 miles 
of the urban core: Atlanta; Boston; 
Chicago; Dallas; Miami; Minneapo-
lis; Philadelphia; Phoenix, Arizona; 
Portland, Oregon; Riverside–San 
Bernardino, California; San Jose, 
California; and Washington, D.C. In 
Boston, Chicago, Miami, New York 
City, Philadelphia, and San Jose, 
they estimate that land costs are 
still elevated at up to 30 miles from 
the urban core.

In large portions of those 
metropolitan areas, attractive infill 
growth would be highly profitable. 
There are also likely to be many 
smaller cities and towns outside 
those metropolitan areas, not 
analyzed by Gyourko and Krimmel, 
where a university, hospital, corpo-
rate headquarters, or other factors 
have increased housing demand 
but political obstacles have 
stopped zoning rules from being 
updated—Princeton, New Jersey, 
for example. Street votes and block 
votes should also help growth in 
those places.

Cities that are in decline or 
facing economic distress may have 
expensive areas that could drive 
growth through street and block 
votes. In areas where house prices 
are not significantly elevated above 
build costs, other street-by-street 
methods for regeneration may be 
helpful. Street and block votes as 
proposed here may be less likely to 
work in areas of existing apartment 
blocks—where there are already 
many more residents with widely 
differing interests, density is already  
higher, and coordination is more difficult.

THERE ARE VARIOUS PRECEDENTS
Although the precise idea of street and block 
votes has not yet been implemented, a wide 
range of precedents indicate that street 
votes and block votes should be feasible 
and desirable.

Parking Reform
There are many examples of street-level 
demand for reform in the field of parking, 
dating back to the first parking meters. In 
1976, San Francisco neighborhoods were 
given an option to petition to restrict parking 
time for nonresidents but allow residents to 
buy a sticker for unlimited right to park. It 

Plot use in Palo Alto, California, 
showing considerable scope for 
densification and infill.

Plot use in Philadelphia, illustrating 
a denser urban form.
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was so popular that before the department 
had implemented it in the first neighbor-
hood that petitioned for it, another nine 
neighborhoods had also filed petitions 
(Fulton and Weimer 1980). David Weimr 
explains: “The Planning Department set 
criteria and adapted the existing process for 
establishing two-hour zones, applying them 
so that neighborhoods could self-select for 
participation. This facilitated smooth imple-
mentation by allowing the most enthusiastic 
and best organized neighborhoods to elect 
for early participation” (1992).

If structured to provide significant 
benefits to those who make the decisions, 
opt-ins can be a powerful way to encour-
age voters to do the work of convincing one 
another that a reform is good and to achieve 
widespread adoption. This can be seen, for 
example, in the opt-in process for the adop-
tion of parking benefit districts in Austin, 
Texas (Shoup 2018). In parking benefit 
districts, a city installs parking meters and 
ensures that some or all of the revenue from 
those meters is spent on public services 
in the metered area. By allowing residents 
of an area the option to become a parking 
benefit district, cities ensure that residents 
themselves do the hard work of persuading 
their neighbors.

Business Improvement Districts
Business Improvement Districts are often set 
up in already established areas to provide 
services such as street cleaning, security, 
parking facilities, street furniture, signage, 
and public relations. They may have the 
power to place small additional levies on 
each business within the BID (Heller and 
Hills 2008). By contrast, street and block 
votes would have no power of compulsion. 
People who do not want to change their prop-
erty will not be forced to do so.

Minimum Lot Sizes in Houston
Houston already gives some power over 
land use to individual blocks or face blocks. 
Although Houston does not have zoning, it 
has land-use ordinances governing minimum 
lot sizes. When the city attempted to lower 
the minimum lot size in some places, in order 
to allow more housing, it also allowed own-
ers within individual blocks, face blocks, 

or other areas to opt via qualified or simple 
majority for larger minimum lot sizes (§42-
197 et seq.). Unlike the street and block 
votes proposed in this article, which would 
allow residents to opt in to more intensive 
zoning, Houston required residents to opt 
out. M. Nolan Gray and Adam Millsap argue 
that this opt-out power made reform easier 
because dissenting voters knew that they 
could avoid its effects if they wished (Gray 
and Millsap 2020).

HOAs and Condominiums
The Uniform Common Interests Act regulat-
ing condominium and HOAs requires an 80 
percent supermajority to terminate an associ-
ation, which would allow for redevelopment.

Israel, Japan, Australia, Hong Kong,  
Singapore, and Canada, for example, have 
laws allowing the redevelopment of an apart-
ment block on approval of a supermajority  
of the owners. That involves the power to 
force dissenting residents to sell and move 
out, a much more drastic provision than 
street and block votes. Such laws have led 
|to many new homes in places such as Tel 
Aviv under the applicable “Pinui Binui”  
and Tama 38 provisions.

Neighborhood Conservation Districts
In some ways, these proposals are simply 
an inversion of an already widespread tech-
nique: neighborhood conservation districts. 
Rather than allowing a sublocal decision 
to increase restrictions, as happens with 
neighborhood conservation districts, street 
or block votes allow a sublocal decision to 
allow more housing.

SMARTER ZONING MAY HELP YOUR CITY
The first step for a city planner interested 
in ultralocal upzoning is to ask an attorney 
to determine how to do it under state law. 
We would suggest that the framework rules 
should be designed so that a success-
ful street vote automatically results in an 
upzoning, without the need for anything 
more than a ministerial decision, to avoid 
political controversy, delay, and expense. 
Alternatively, upzonings could be imple-
mented through subsequent discretionary 
city decisions after each street vote, but 
that will be much less ideal. Decisions might 

be made based on a ballot of residents or, 
subject to legal constraints, by a petition 
of homeowners.

The next step is for planners to iden-
tify low-density residential areas adjacent 
to downtown or with good transport links 
that would be suitable for gentle densifica-
tion if political obstacles can be overcome. 
Planning staff can prepare a proposal with 
upzoning options and safeguarding rules. 
The example of Springfield above illustrates 
the mechanism and various options that 
the city can offer residents. Planners should 
select among those and other options appro-
priate for each place.

The city can then invite each of those 
areas to compete to be the first to pilot the 
street votes approach, by opting in through 
a petition of, say, 10 percent of residents in 
each area, or by less formal means. Home-
owners in the first area will see the largest 
gains in the value of their property, as they 
start to meet the demand for more homes.

After the pilot areas, additional areas 
can be included, with additional options and 
perhaps additional safeguards to ensure 
that any resident concerns and spillover 
effects discovered in the pilot areas are kept 
to an absolute minimum. The tremendous 
economic potential means that it should be 
possible to design upzoning packages to 
achieve broad consensus.

Street votes and block votes could be 
a new way to reduce some of the political 
obstacles to infill growth, in a wide range 
of towns and metropolitan areas across 
the U.S., through smarter zoning that will 
improve equity and opportunity.

Note: This paper is based on Myers (2021), by 
kind permission of the Manhattan Institute.
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COULD ULTRALOCAL 
UPZONING HELP SOLVE 
THE HOUSING CRISIS?
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Eves v. Zoning Bd. of Adjustment
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from the Supreme Court of Pennsylvania.

401 Pa. 211 (1960)

Eves, Appellant, v. Zoning Board of Adjustment.

Supreme Court of Pennsylvania.

Argued April 20, 1960.

September 26, 1960.

*212 Before JONES, C.J., BELL, MUSMANNO, JONES, COHEN and EAGEN, JJ.

Thomas E. Waters, with him Waters, Cooper & Gallager, and Schubert and Schubert, for
protestants, appellants.

Thomas J. Timoney, and Foulke, Knight & Porter, for Township, appellee.

Knox Henderson, with him Charles H. Welles, 3rd, and Henderson, Wetherill & O'Hey, and
Welles & Mackie, for applicant, appellee.

OPINION BY MR. JUSTICE COHEN, September 26, 1960:

These appeals, involving specifically the validity of two ordinances which amend
respectively the general zoning ordinance and the zoning map of Lower Gwynedd
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Township, present the problem of the validity of a method of zoning aptly termed by the
appellants as "flexible selective zoning."

On April 28, 1958 the Board of Supervisors of Lower Gwynedd Township adopted
Ordinance 28 which *213 officially amended the General Zoning Ordinance of the township
to provide for the new zoning district known as "F-1" Limited Industrial District. This
ordinance sets forth in detail the requirements, conditions and restrictive uses for an "F-1"
classification, including the requirements that any proposed development be constructed in
accordance with an overall plan; that any plan shall be designed as a single architectural
scheme with appropriate common landscaping and shall provide a minimum size of 25
acres; that adequate parking space shall be provided for all employees and visitor's
vehicles; that parking, loading or service areas used by motor vehicles shall be located
within the lot lines of Limited Industrial District, and shall be physically separated from the
public streets by a buffer strip; that no building or other permanent structure, nor parking
lot, shall be located within 200 feet of a public street, right-of-way, or property line; and
that the area of land occupied by the buildings shall not exceed 10% of each site within the
Limited Industrial District. The ordinance reserves the right in the board of supervisors to
prescribe particular requirements or any further reasonable conditions deemed
appropriate with respect to the suitability of the Limited Industrial District in the
neighborhood.

Ordinance 28, however, does not itself delineate the boundaries of those specific areas
which are to be classified as "F-1" districts. Instead, the ordinance outlines a procedure
whereby anyone may submit to the board an application requesting that his land be
rezoned to "F-1" limited industrial, together with plans showing the nature of the industry
the applicant wishes to establish and the conformity of any proposed construction with the
requirements of the district as enumerated in the ordinance. The supervisors must in turn
refer the application and plans to the Planning Commission of Lower Gwynedd Township,
which is to *214 review them and then return them to the supervisors accompanied by its
recommendations within 45 days. The board of supervisors must then hold public hearings
and finally decide whether or not to reject or approve the application and accordingly
amend the zoning map. The ordinance finally provides that should any successful applicant
fail to undertake substantial construction of any proposed buildings within 18 months after
the rezoning, or after the issuance of a permit for an area previously zoned "F-1" Limited
Industrial District, the area is to revert to its former zoning classification.

Pursuant to the terms of Ordinance 28, on September 11, 1958, the Moore Construction
Company, a Pennsylvania corporation desiring to construct an industrial plant and a
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sewage treatment plant in Lower Gwynedd Township, applied for a rezoning of a 103 acre
tract of land known as the "Hardwick Tract" from "A" residential to "F-1" Limited
Industrial. A public hearing was held by the supervisors to consider the rezoning on
September 20, 1958, at which time a petition signed by 300 residents, all property owners,
who opposed the change, was filed. On January 5, 1959, the supervisors adopted Ordinance
34 which rezoned the area in question to the requested "F-1" classification (although it
reduced the area rezoned from 103 acres to 86 acres). On January 14, 1959, a certificate of
conformity (building permit) was issued to the Moore Products Company. Schuyler Eves, a
resident of the township, and the Sisters of Mercy appealed to the zoning board,
challenging the validity of the two ordinances on the grounds that they were
unconstitutional and that they failed to conform to the enabling legislation. Sustaining the
validity of the ordinances, the board dismissed the appeal. The Court of Common Pleas of
Montgomery County affirmed and these appeals followed.

*215 The authority of a municipality to enact zoning legislation must be strictly construed.
"Any fair, reasonable doubt as to the existence of power is resolved by the courts against its
existence in the corporation, and therefore denied." Kline v. Harrisburg, 362 Pa. 438, 443,
68 A.2d 182 (1949). Appellants' principle contention is that the zoning scheme as
contemplated by ordinances 28 and 34 fails to comport with the same enabling legislation
from which the township derives its power to zone. After having thoroughly examined the
relevant portions of that statute, we are in complete accord.

"Zoning is the legislative division of a community into areas in each of which only certain
designated uses of land are permitted so that a community may develop in an orderly
manner in accordance with a comprehensive plan." Best v. Zoning Board of Adjustment,
393 Pa. 106, 110, 141 A.2d 606 (1958). The zoning regulations of a second class township,
by legislative edict, must be the implementation of such a comprehensive plan.[1] Just
what the precise attributes of a comprehensive plan must be, or the extent to which the
plan must approach a development plan for the township formulated by a planning
commission should one exist[2] is not now before us. See Harr, In Accordance With a
Comprehensive Plan, 68 Harv. L. Rev. 1154 (1955); Kozesnik v. Township of Montgomery,
24 N.J. *216 154, 131 A.2d 1 (1957). For present purposes, it is only important to point out
that the focus of any plan is land use, and the considerations in the formulation of a plan
for the orderly development of a community must be made with regard thereto. This
positive focus is thrust upon the township supervisors by the enabling legislation itself, for
their "purpose in view" in fulfilling their zoning functions must be to enact regulations ". . .
designed to lessen congestion in the roads and highways; to secure safety from fire, panic
and other dangers; to promote health and the general welfare; to provide adequate light

https://law.justia.com/cases/new-jersey/supreme-court/1957/24-n-j-154-0.html
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and air; to prevent the overcrowding of land; to avoid undue congestion of population; to
facilitate the adequate provision of transportation, water, sewerage, schools, parks and
other public requirements. Such regulations shall be made with reasonable consideration,
among other things, to the character of the district and its peculiar suitability for particular
uses, and with a view to conserving the value of buildings and encouraging the most
appropriate use of land throughout such municipality." Second Class Township Code,
supra, § 2003, 53 PS § 67003. And since any zoning ordinance must be enacted in
accordance with the comprehensive plan, the plan itself, embodying resolutions of land use
and restrictions, must have been at the point of enactment a final formulation.

The role of the township supervisors in the field of zoning, as contemplated by the enabling
legislation, emerges quite clearly upon consideration of the powers granted the supervisors
and the duties they are bound to perform. Their duty is to implement the comprehensive
plan by enacting zoning regulations in accordance therewith. Section 2003, 53 PS § 67003.
They are to shape the land uses "into districts of such number, shape and area as may be
deemed best suited to carry out the purpose of this article. . . .," Section 2002, 53 *217 PS §
67002, which "purpose in view" is set out above in Section 2003. They may regulate or
restrict "the erection, construction, reconstruction, alteration, repair or use of buildings,
structures or land" within any district, and may regulate one district differently from the
next, but all "such regulations shall be uniform for each class or kind of buildings
throughout each district.. . ." Section 2002, 53 PS § 67002. All such regulations are to be
embodied initially in a general zoning ordinance for the township, which may be
subsequently amended, supplemented or repealed by the supervisors as conditions require,
Section 2004, 53 PS § 67004, although again such alterations must be "in accordance with
a comprehensive plan."

The zoning scheme as outlined by Ordinances 28 and 34 is at variance with these legislative
directives for second class townships in two objectionable ways: (1) The ordinances were
not enacted "in accordance with a comprehensive plan" and (2) they devolve upon the
township supervisors' duties quite beyond those duties outlined for them in the enabling
legislation. Accordingly, the ordinances are invalid and the certificates of conformity
(building permits) were improperly issued.

The adoption of a procedure whereby it is decided which areas of land will eventually be
zoned "F-1" Limited Industrial Districts on a case by case basis patently admits that at the
point of enactment of Ordinance 28 there was no orderly plan of particular land use for the
community. Final determination under such a scheme would expressly await solicitation by
individual landowners, thus making the planned land use of the community dependent
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upon its development. In other words, the development itself would become the plan,
which is manifestly the antithesis of zoning "in accordance with a comprehensive plan."

Several secondary evils of such a scheme are cogently advanced by counsel for the
appellants. It would produce *218 situations in which the personal predilections of the
supervisors or the affluence or political power of the applicant would have a greater part in
determining rezoning applications than the suitability of the land for a particular use from
an overall community point of view. Further, while it may not be readily apparent with a
minimum acreage requirement of 25 acres, "flexible selective zoning" carries evils akin to
"spot zoning," for in theory it allows piecemeal placement of relatively small acreage areas
in differently zoned districts. Finally, because of the absence of a simultaneous delineation
of the boundaries of the new "F-1" district, no notice of the true nature of his vicinity or its
limitations is afforded the property owner or the prospective property owner. While it is
undoubtedly true that a property owner has no vested interest in an existing zoning map
and, accordingly, is always subject to the possibility of a rezoning without notice, the
zoning ordinance and its accompanying zoning maps should nevertheless at any given time
reflect the current planned use of the community's land so as to afford as much notice as
possible.

Appellees vigorously contend that a comprehensive plan does exist for the Township of
Lower Gwynedd and is set forth in the record. Essentially, appellees argue, the plan
contemplates a "greenbelt" township predominately residential in character with a certain
amount of compatible non-residential occupancy consisting of shopping centers, research
and engineering centers and limited industrial uses. It also contemplates that these non-
residential uses shall be strictly controlled as to setback, building area, noise, smoke,
sewage disposal, etc., and that the means of such control shall be vested in the supervisors
through strict ordinances of general application such as Ordinance 28, supra, setting up the
requirements and limitations on limited industrial uses. In turn, these tools of control *219
and minimum standards are to be the polestars (along with other factors, such as the
proximity of through highways, availability of adequate streams for affluent disposal, etc.),
in any further consideration to be given by the planning commission and the supervisors to
applications for specific locations or areas. By adopting this approach, the appellees have
confused comprehensive planning with a comprehensive plan. The foregoing are certainly
the rudiments and fundamentals which enter into the promulgation of a planned zoning
scheme for the township. They are, however, only the most preliminary and basic
considerations from which the ultimate decision of selective land uses are to be made. Until
such time, no final formulation exists which satisfies the "comprehensive plan"
requirement within the meaning of the enabling legislation.
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As to the second objection, the township supervisors have gone beyond their function of
implementing a comprehensive plan with zoning regulations: they are to analyze on a case
by case basis for rezoning purposes individual applications and accompanying technical
plans for structure and development to determine their suitability and compliance with the
standards they themselves established in the ordinance.

In the enabling legislation, only the specialized township board of adjustment was
empowered to permit deviations from the prevailing zoning regulations on a case by case
basis, and then only by means of two detailed procedures variances and special exceptions.
§ 2007, 53 PS § 67007. To obtain either, a petitioner must follow a system specifically
devised to give certain protection to any affected property owners. To obtain a variance, a
petitioner must convince the board of adjustment that "owing to special conditions a literal
enforcement of the provisions of the ordinance will result in unnecessary hardship, and . . .
that the spirit of the ordinance shall be observed and substantial *220 justice done."
Section 2007, 53 PS § 67007. The board's determination is then subject to careful review by
our courts to assure that in exercising its discretion in these matters the board of
adjustment has adhered to the statutory standards. And in reviewing such matters, this
Court has been quite demanding. See, e.g., Luciany v. Zoning Board of Adjustment, 399 Pa.
176, 159 A.2d 701 (1960); Springfield Township Zoning Case, 399 Pa. 53, 159 A.2d 684
(1960). Those who protest against the variance are allowed to resist any change both before
the board and in the courts. Section 2007, 53 PS § 67007.

Special exceptions are handled somewhat differently, but similar safeguards are still
provided. In planning the original comprehensive ordinance, the supervisors may
anticipate that certain special uses for particular districts may become desirable, even
though, to some extent, they could be in derogation of the character of the district. The
ordinance will then provide that an exceptional use may exist within a particular district if
the board of adjustment determines its availability. Such uses are thus made available as a
privilege, assuming that the requisite facts and conditions detailed in the ordinance are
found to exist. See Devereux Foundation, Inc., Zoning Case, 351 Pa. 478, 41 A.2d 744
(1945). Again, there is scrutinizing court review to assure that the board has not
overstepped its boundaries of prudent discretion. See, e.g., Kotzin v. Plymouth Township
Zoning Board of Adjustment, 395 Pa. 125, 149 A.2d 116 (1959). Importantly, all property
owners are put on notice of the possibility of an exceptional use within their district
because such use is set out originally as part of the district's scheme in the ordinance.

Under the "flexible selective zoning" scheme here under attack, changes in the prevailing
zoning regulations *221 are to be made on a case by case basis, not, however, by a
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specialized body such as the zoning board of adjustment, but by the legislative body,
without rigid statutory standards and without any scintilla of notice of potential change as
in the case of special exceptions. The standard review by the courts, as indeed the appellees
argue we should adopt herein, would be nothing more than to assure ourselves that each
legislative act of amending the zoning map by the township supervisors was not "arbitrary,
capricious, or unreasonable." If the legislature contemplated such a novel scheme of
zoning, withdrawing as it does a close standard of court review in the very delicate area of
protecting property rights, and shifting as it does the focus from planned land use to
individual solicitation, we are convinced it would have said so in more clear and exact
terms than are found anywhere in the enabling legislation.

Order reversed.

CONCURRING OPINION BY MR. JUSTICE BELL:

I agree with nearly all of Justice COHEN'S opinion. However, The Second Class Township
Code appears in some matters to be a hodge-podge which apparently contains authority or
directions to be all things to all men. This is particularly so under § 2003 (Act of July 10,
1947, P.L. 1481, § 47). The Act seemingly contains inconsistent or conflicting provisions
which produce ambiguity and confusion and raise serious doubts as to the validity and/or
constitutionality of some of its provisions.

For these reasons I wish it clearly understood that neither the validity nor the
Constitutionality of Article XX, § 2003 of the Code have been approved or decided in this
case.

NOTES

[1] The Second Class Township Code, Act of May 1, 1933, P.L. 103, art. XX, § 2003, as
amended, 53 PS § 67003.

[2] The Second Class Township Code, supra, note 1, at §§ 2051-2057, 53 PS §§ 67051-
67057, provides for the creation and implementation of a Township Planning Commission.
The Commission is charged thereunder to "prepare and adopt a plan of development for
the township." § 2053. The Township of Lower Gwynedd has a planning commission,
although the extent to which they have prepared a development plan for the township is
unclear.
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Tacoma Boarding House in 1890

In this article I will be exploring the history of boarding houses, rooming houses,
lodging houses, guest houses, “pensions”, residential hotels, SROs, co-op living
establishments, intentional communities, and similar establishments, in the
United States primarily but also in Europe.  

While such establishments are often seen as a relic of the past, one of the primary
reasons for the writing of this article is that I believe these types of housing still
have considerable value today, as they offer some of the most affordable of all
affordable housing. For this reason I will argue that they should not be subject to
the marginalization or overt exclusion from many neighborhoods, which is too
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Immigrants in East Coast Boarding house

often their plight today. This is something being argued by many others, such as
Alan Durning in this article: 
https://www.sightline.org/2012/11/14/rooming-houses-historys-
affordable-quarters/   See other articles making this point below.  As Durning
points out, we have essentially “outlawed” the bottom end of the housing
options.  We’ve banned private-sector affordable housing.  And how did this
come about?  I will go into more detail below, but essentially, the loss of these
very affordable accomodations came as a result of “well meaning” people who
were appalled by some of the conditions they saw in boarding homes, as well as
“greedy” people or “NIMBYs” who didnt’ want to live next to the poor.   

A summary of books and articles I used to write this article can be found at the
end, under “References.”  

The Beginning of the Boarding House

The boarding house came into
prominence in the United States in the
1830’s to 1840’s. (The Physiology of New
York Boarding Houses, pg xi) They
actually came into being in a response to
conditions much like those we find today
in many urban centers on the East and
West coast: that of rising real estate
prices and housing shortages.  
“Boarding out” was a phenomenon that
became very common, in a way, “as
American as apple pie.” In 1842, the poet
Walt Whitman referred to Americans as

“a boarding people.” New York city was the “capital” of boarding houses at that
time, and Whitman noted that fully 75% of Manhattan’s adult population either
had lived or were currently living in boardinghouses. In Boston in the 1830’s,
between 33% to 50% of the city’s entire population lived in boarding houses.  In
San Francisco 100 years ago, five-sixths of hotel dwellers were either working
class or poor, and a passable room might cost 35 cents a night ($8 in today’s
currency). 

 As indicated in a Wikipedia article on this subject, between 30% to 50% of

https://www.sightline.org/2012/11/14/rooming-houses-historys-affordable-quarters/
https://en.wikipedia.org/wiki/Boarding_house


urban dwellers in the 19th century, lived in or ran boarding homes. Several of my
own ancestors, immigrants from Europe in the late 19th or early 20th century,
lived in boarding houses either in New York City or other urban centers in the
East.

There were boarding houses in Europe and other continents as well, but it was in
America where this phenomenon was most prominent. The proprietors of
boarding houses tended to mostly be women, often widows struggling to make a
living without a husband to bring in income. In this era, given the few options for
women to earn an income in the marketplace, running a boarding house became
a common choice. As Wendy Gamber says in her book The BoardingHouse in
Nineteenth Century America, “Boarding house keeping was women’s work:
landladies, not their spouses, typically met boarders, collected rents, and
presided over dining tables.” (pg 13)

As Whitman indicated, “boarding out” was very common and not just a choice of
lower income individuals. Many prominent Americans lived in boarding houses,
including: Charles Brockden Brown, William Cullen Bryant, Walt Whitman



himself, Edgar Allen Poe, Harriet Jacobs, Herman Melville, George Lippard,
Phyllis Wheatley, Ralph Waldo Emerson, Henry David Thoreau, Nathaniel
Hawthorne, Oliver Wendell Holmes, Emily Dickinson.  

The Jane Long Boarding Houses in Texas saw some well known guests.   Jane
was called “The Mother of Texas.” Among her guests were Sam Houston and
William Travis.   



The fascinating culture of boarding houses was well illustrated in Thomas Butler
Gunn’s book, The Physiology of Boarding Houses, wherein he sought to develop
a “typology” of such homes. These included:  



 The Cheap Boarding House on a Large Scale

 The Fashionable Boarding House

The “Hand to Mouth” Boarding House

 The “Serious” Boarding House

 The “Theatrical” Boarding House

 The “Spiritualism” Boarding House

 The “Mean” Boarding House

 The Vegetarian Boarding House

 The Medical Students Boarding House

The  “Pension Francaise”

 The German Gasthouse

 The Chinese Boarding House

The Sailors Boarding House

And more! As Wendy Gamber states , “There was a boarding house for everyone
— Swedenborgians, tailors, amateur musicians, “respectable colored people”,
southerners, teetotalers, and disciples of the food reformer Sylvester Graham. 

The term “boarding house” tended to refer to a residence where, in addition to
renting a room, the tenants would all be given regular meals in a common dining
area, something included with the rent. Thus this was “room and board.” The
houses where renters were not given meals, were instead termed “rooming
houses” or “lodging houses.”  
Boarding houses were not just places for those wishing longer stays, but were
also used by families on vacation, as boarding was an inexpensive alternative to
hotels. So for such vacationers, boarding houses could be seen as the early form
of “Airbnb renting.” Or, to look at that in another way, Airbnb renting, short term
stays in private homes, and all sorts of contemporary bed and breakfast
accomodations for guests, are the modern version of an older tradition stretching
back in US history for at least two hundred years…and further if we go to Europe
and the history of Pensions and Guest houses for travelers.



El Paso Boarding House

 

European Pension



Christian Boarding Home in Westcliff-on-Sea, England

Boarding house in Braamfontein, South Africa



Boarding house in Helensburgh, Australia

Boarding houses were a powerful cultural force from their origin in the early 19th
century, through to the mid 20th century when they tended to fade away due to
more zoning regulations that marginalized them. They allowed many people to
move to large cities, who otherwise would not have found housing there. Social
mixing was promoted, an early form of “diversity” promotion and
“multiculturalism.”  

Boarding houses were both private family homes opened up to additional
lodgers, or buildings set up only for the boarders and the proprietor to live in.
Gamber writes (pg 16) that some of those who ran boarding homes considered
them “private homes” with lodgers. For instance, regarding one Susan Brown, a
boarder of Mrs R.H. Haskell who ran such a house in Boston, “Although 25 to 30
boarders crossed her threshhold each year and she housed 7 to 10 of them at any
one time, in Browns’ view she very likely offered accomodations ‘in a private
family’. Middle class establishments that housed boarders were private families,
working class ones were boardinghouses. ” Thus the respectable establishments
could be distinguished from disreputable ones.  

Boarding houses were not entirely oriented to young people, though most of the
lodgers were young. Gamber writes a story of one woman named Catherine
Thorn, who at age 78, after the death of her husband, moved into a boarding
house. (pg 17) There she lived until her death at age 89.  



Stories of Boarding Houses 

This article explores the story of a boarding house in Tacoma, WA in 1890:

Tacoma Boarding House in 1890 
https://tacomahistory.live/2018/01/18/boarding-house-1890/ 

History of Rooming houses in Toronto: 
History of Rooming Houses in Toronto 

Here’s a short article about an old boarding house now used as a family home: 
https://rebekahcolburn.weebly.com/blog/john-jarrell-boarding-
house-hotel 

Some boarding houses were rural ones used primarily for workers, such as mine
workers. This is the case with the one pictured below, which was in the
mountains of Nevada, used by the Sutro Tunnel, connected to the Comstock
Lode, where gold and silver were mined.  

https://tacomahistory.live/2018/01/18/boarding-house-1890/
https://housingsolutionshome.files.wordpress.com/2019/06/history-of-rooming-houses-in-toronto.pdf
https://rebekahcolburn.weebly.com/blog/john-jarrell-boarding-house-hotel


The Sarah Jordan boarding house in New Jersey: 
http://gfv1929.blogspot.com/2008/07/sarah-jordan-boarding-
house.html 

http://gfv1929.blogspot.com/2008/07/sarah-jordan-boarding-house.html


The story of a Temperance Boarding House in Colorado is here: 
https://patch.com/colorado/golden/astor-house-learn-goldens-
temperance-boardinghouse

Sunset of Boarding Houses 

Urban reform which began in the 1880’s began to critique and marginalize
boarding houses. There was a push for uniformity in neighborhoods, which
contained an outward bias against single people and a bias towards the
nuclear family, a bias built right into the term, “single family home”, which
continues to this day all over the US.  
As homes became less expensive to buy in the mid 20th century, there was a
decline in boarding and lodging houses, and cities ignored them or eventually
passed laws banning them from “single family home” districts.  

The Moral Turpitude of the Boarder or Lodger 

Not only did boarding houses fall out of fashion, but there was a whole
movement which conceived this form of housing, and its residents, as of
questionable moral character. The fact that this conception of the moral
turpitude of the boarder was an invention of the 19th century or Victorian
mindset, seems of little concern to those who would otherwise dismiss
antiquated or “Victorian” attitudes about contemporary issues.  
As Wendy Gamber states in her book “boarding…would become the bete noire of

https://patch.com/colorado/golden/astor-house-learn-goldens-temperance-boardinghouse


mid 19th century moralists”. (pg 9) The boarding houses violated bourgeois
norms in that they encouraged social equalizing and played a role as crucibles of
diversity. (pg 31). They demonstrated how a community of ostensible “strangers”
or unrelated adults, could in fact make a “home.”  

A book written in 1905 well captured this condescending view upon the boarding
house.   
The Lodging House Problem in Boston was written by Albert Benedict Wolfe. He
set out to view boarding houses and rooming houses indeed as a “problem”, not a
cultural phenomenon.  He thought that lodging houses constituted a “grave and
far reaching social problem”.  (pg 6), and describes them as universally unclean. 
He claims that whole districts were changed from private residences to lodging
houses, and that the women who ran these establishments, only did so because of
personal “misfortune” (pg 54).  He claims that “the lodging house district is a
sort of sink into which are drained all the homeless vagabonds…”  (pg 137). 
Given the contemporary phenomenon of these same homeless vagabonds living
on tents in sidewalks or under freeways or in a vehicle in front of some random
person’s home, one has to ask if Wolfe could grasp that it might be better to have
a “lodging house district”, than to have those same people living in a garbage pile

of tents and debris.   



In addition to the alleged “moral turpitude” of the boarder, I think in this point
in time we have another collective and similarly too often prejudicial idea of
moral turpitude.  One can glean what this is from reading various discussions on
housing in neighborhood e-lists.   
In her article Boardinghouses: Where the city was born, Ruth Graham
points out that “boardinghouses seemed an affront to convention because
landladies made money by performing domestic tasks that women were
‘supposed to’ perform for love.”  Likewise, renters may now be “affronted” by
another phenomenon:  people able to run a business and make money from
something that they need.  It’s become nearly automatic to many to make
statements jettisoning the morals of those who offer housing to others, The
phrase “greedy landlord” is bantered about quite a lot and really the implication
is, that every landlord is greedy, there’s hardly a one who is not contemptible.   

Contemporary Obstacles to the Boarding or Rooming House

As mentioned early on in this article, the boarding house actually came into
being as a response to a housing crisis in a wholly different era. Two hundred
years later, we have the same type of housing crisis. I would therefore submit
that the boarding, rooming or lodging house, by whatever term one wishes to call
it, has as much to offer now as it did two hundred years ago, and that cities
should be open to questioning their zoning and other regulations which have
sidelined this form of housing.  

Here are some examples of the problems that would attend anyone who wanted
to set up a boarding, rooming or lodging house at this time in history:

In many cities and neighborhoods, it is prohibited to have more than a certain

number of unrelated adults living in the same home.

In many cities, “rooming houses” or “boarding houses” are prohibited, or

require a conditional use permit to set up. Such a permit might cost $7500 a

year or more. 

https://www.bostonglobe.com/ideas/2013/01/13/boardinghouses-where-city-was-born/Hpstvjt0kj52ZMpjUOM5RJ/story.html


Some cities, such as those most ardently seeking to expand rent control, have

argued or set up questionable laws, stating that whereas Single Family Homes

are exempt from rent control, rooming houses are not exempt from rent and

eviction controls.

In fact, there has been a quite dramatic decline in the number of boarding or
rooming house, as well as “SROs”, since the mid 20th century.  As stated in this
article, in 20 years from 1965 to 1985, Massachusetts lost 96% of all its rooming
house units. Boston in its turn lost 90% of its units, and went to 2000 rooming
house units at present, from 20,000 in the 1960’s.  This has led to a huge number
of homeless people: as the article states, “What private owners are stopped from
doing cheaply, the government is allowed to do at exorbitant cost.”   
As well, during this era, those with serious mental illnesses were de-
institutionalized, and they tended to live in rooming houses, which eventually
came to be termed SROs, for “single room occupancy.”  The increase in this type
of roomer in these properties, led to increased concern about these
establishments.  Ironically, as I think about this, it seems to me that wherever we
try to house those with serious mental illness, we have had problems.  There
were problems when they were institutionalized, there were problems when they
were in rooming homes, problems now that they are living in tents on sidewalks,
and problems when they are living in our libraries, on our subways or in our
prisons, which have become “de facto psychiatric wards”.   
In the Dorchester neighborhood of Boston, four rooming houses owned by one
woman, Willa Mae Brothers, were shut down by the city, who the government
did not allow to evict bad tenants.  The government then took control of her
buildings and turned them into homeless shelters: again, the government turned
around and did at higher cost what it prohibited a private party from doing at
lower cost.   

As well, some of the issues I mention below about the changes in laws which
remove more owner control from boarding and rooming houses (eg, setting them
under rent control so that it becomes more difficult to evict roomers) can easily
be seen to put into motion a viscious cycle. Reduced owner control means
problem renters cannot be removed, which results in greater problems in the
rooming house, and eventually into a disreputable home.  The disrepute that
results from government -imposed lack of control, is then used as evidence by
that same government, to legislate against boarding and rooming houses and
further marginalize them or prohibit them entirely.   

https://spoa.com/no-1-cause-of-homelessness-rooming-houses-outlawed/


Let’s look at some of these issues.  
The following links show prohibitions on boarding houses in a variety of US
cities:

San Diego prohibits rooming houses 
https://www.sandiego.gov/sites/default/files/legacy/development-
services/pdf/industry/roodinance.pdf

Bellevue WI Conditional Use Permit required 
https://ecode360.com/27073034

San Marcos CA rooming house prohibited rent to 4 or fewer individuals only 
https://www.san-marcos.net/live/neighborhood-programs/rooming-
house-ordinance 

Engelwood NJ No rooming house w/o license 
https://ecode360.com/13859570

NY Boarding house threatened 
https://www.dailyfreeman.com/news/local-news/kingston-hearing-
may-decide-fate-of-west-chestnut-street-boarding/article_cfda03aa-
fa40-11e8-b349-4ff8190c9bc3.html

The assertion that rooming houses do not belong in “single family home”
neighborhoods is in my view a vestige of the antiquated morality of the Victorian
mindset and should be questioned. Particularly in this era, when we have an
increasing number of people defining “family” in new ways — either as
unmarried individuals living together, or as tenants-in-common purchasing a
building cooperatively, or as intentional communities of adults, or in any other
way that an individual seeks to live — I see no rationale for privileging the
nuclear family, which is what zoning on single family homes currently does.  
Moreover, as I write about on my previous article about how the expansion of
rent control does not facilitate the development of more housing, cities need to
come to terms with the fact that force and violence inflicted by governments on
property owners, will not succeed in producing more housing. Forcing rent

https://www.sandiego.gov/sites/default/files/legacy/development-services/pdf/industry/roodinance.pdf
https://ecode360.com/27073034
https://www.san-marcos.net/live/neighborhood-programs/rooming-house-ordinance
https://ecode360.com/13859570
https://www.dailyfreeman.com/news/local-news/kingston-hearing-may-decide-fate-of-west-chestnut-street-boarding/article_cfda03aa-fa40-11e8-b349-4ff8190c9bc3.html


control on more and more property owners, coming up with larger fines, or
higher mitigation fees or affordable housing offset fees, is not the way to go.
Rather than keeping building costs high and then trying to force developers or
property owners to rent at rates that would not allow them a reasonable income,
use common sense: lower building and permit costs, and focus on how to provide
the kinds of rentals that offer the lowest rents.  
One of the best ways to produce affordable housing involves common sense:
allow more housing of the type that is most affordable. This means, among
other things, changing zoning laws to allow more rooming houses, boarding
houses and potentially more “SROs” of the type that used to be a wonderful
refuge for those individuals who had the least means.

boarding house in Monroe Iowa

Legally Questionable Attempts to put Rooming Houses Under Rent
Control 

In Berkeley and Oakland, some of the worst of the misguided liberal West Coast
governments attempts to help renters by expanding rent control, figures into the
rooming house issue.  



It should be obvious to anyone who thinks about this issue in any but the most
superficial manner, that any type of community of residents living under one
roof, in a “single family home”, would be destroyed if it became impossible to
remove a problematic renter from the premises. This was evident to 19th century
widows and female proprietors, such as Mrs Haskell in Boston, who “quite likely
evicted” a boarder named James Haining, “for maintaining the respectability of
one’s establishment was an essential part of boarding house keeping.” (pg 16,
Gamber)  

Yet within the last few years in Berkeley and Oakland, rent boards in both these
cities, eager to expand their power and control, have made the legally
questionable assertion that rooming houses are subject to rent control and thus
as well to eviction control. And placing a property under eviction controls, in
essence means it becomes nearly impossible to evict a renter for any reason but
nonpayment of rent….if even in that case.  

In Berkeley, in 2011, the Berkeley Rent Board began to assert that it had a
communication with John Burton during the development of the Costa-Hawkins
Housing Act, wherein Burton told them that when Costa-Hawkins exempted
single family homes from rent control, there certainly was no intention to exempt
single family homes used as rooming houses from rent control. 

Berkeley law on Rooming houses 

Thus the Berkeley Rent Stabilization Board, on this assertion of a privileged
communication with a senator who was not one of those drafting the law, passed
law 403.5, claiming that rooming houses were not exempt from rent control
https://www.cityofberkeley.info/Rent_Stabilization_Board/Home/R
egulation_Chapters_1-6.aspx#403#403 

https://housingsolutionshome.files.wordpress.com/2019/06/berkeley-law-on-rooming-houses.pdf
https://www.cityofberkeley.info/Rent_Stabilization_Board/Home/Regulation_Chapters_1-6.aspx#403#403


This is highly legally questionable on a number of levels. First, Senator John
Burton was not one of the key drafters of this legislation.  Secondly, the Rent
board has produced and likely will not be able to produce any evidence of this
alleged communicaiton with John Burton.  Third, the definition of “rooming
house” is not standard throughout the US or even within California.  The number
of rooms that would be required to be rented in order to call a property a
“rooming house” varies, from 2 rooms in Newport Beach, to 5 rooms in Berkeley,
and Palmdale.   This 2012 letter to Los Angeles legislators regarding the boarding



house issue in that area shows 

that definitions varied quite a bit even within one county, from 2 rooms rented to
5 or more, to constitute a rooming house.  Thus any state law attempting as great
a task as clarification of properties exempt from rent control, would certainly



have to get more specific than to have some alleged discussion of rooming houses
behind the scenes, by minor players in the drafting of the legislation, and using
terminology not defined in the same way across the state.   
Los Angeles Discussion of Boarding Houses 

Oakland’s Rent Adjustment Program also has recently sought to expand rent
control to “rooming houses”, also through legally questionable means.   In the
case Owens vs City of Oakland , the Rent Adjustment Program asserted that
since Jon Owens rented out 3 bedrooms in his home, where he lived in a 4th
bedroom, he was not exempt from rent control.  This in spite of the fact that
Costa-Hawkins law clearly exempts single family homes, of which Owen’s home
was one, from rent control, and also in spite of the fact that (as far as I am aware)
in Oakland a rooming house is not defined as one in which 3 bedrooms are
rented out, but rather one in which 4 or more are rented out.  Documents in the
Owens case:  
Owens vs City of Oakland Petition for Writ of Mandamus 
Owens vs City of Oakland Motion for Judgment on Writ of Mandamus 

Owens vs City of Oakland Respondent Opposition to Motion 

Owens vs City of Oakland Respondent Request for Judicial Notice 

Owens vs City of Oakland Denial of Writ of Mandate 

In this case, the judge oddly concurred with the Rent Adjustment Program and
against Owens, who is now appealing this bad decision in a higher court.  

Do Modern Progressives Prefer Soviet-Era Brutalist Public
Housing….. 

….rather than allowing small property owners to have more roommates and
build backyard units?  

Given the illogical support for rent control among progressives — it is difficult to
find a single economist anywhere who believes that rent control can provide
more affordable housing, or even, that rent control is on the whole beneficial —
as well as the eagerness among city governments and rent boards to capture
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more prisoners under rent control laws…one has to wonder about their ultimate
goals.   
It sometimes seems, an observer of this situation lately pointed out to me, that
progressives cannot tolerate that small owners, people with faces and lives like
you and I, would be able to make any profit from other’s needs for housing. 
Scratch that, they would prefer to see much, much more government owned
public housing…perhaps like the well known concrete block towers in Russia..the
whole city blocks of concrete block.

A new residential district in the southwestern section of Moscow, shown July 9, 1971. (AP
Photo/Novosti)

This way, perhaps they reason, those profiting from others’ needs would not be
people like you and I who could potentially derive comfort from running a
business.  Instead, the profiteers would be miserable petty bureacrats, people
who the progressives are content to see, already live miserable lives.  So the
tenants, unhappy about what they perceive they cannot have, could at least be
content that more people are as miserable as they are.   
I have theorized, when seeing yet another ballot measure pass which seems to
have little point other than punishing small property owners and making their
lives more difficult, that unhappy tenants realize that expanding rent control will
do no good.  And that they may be dimly aware that they will not succeed in
being able to punish others into creating vastly more affordable housing. 
However, I wonder if , given the opportunity to make small property owners
miserable, they will be happy to take that as a consolation prize.   



“Misery Loves Company”  

 If I can’t get what you
have, I will try to destroy what you have and uglify the world to boot.   

These theories are shared by others — in the article about the loss of rooming
houses resulting in an increase in homelessness, the Small Property owners
association author concludes by saying: “Are we right that housing laws and
public policies are being constructed and lobbied for by legal aid lawyers and
salaried advocates for the poor with the goal of putting private housing providers
out of business so that the tax-funded developers of subsidized housing can take
over?”    

Summary 

The plight of the “rooming house”  as it stands today, is well expressed in this
article, which asserts that the outlawing of rooming houses has led to an increase
in homelessness:  https://spoa.com/no-1-cause-of-homelessness-
rooming-houses-outlawed/ 
Hence, there are many who are calling for a return to the very affordable living
that is made possible with boarding houses, rooming houses and similar
establishments.  For instance, in this article by Emily Badger from 2013:  
https://www.citylab.com/equity/2013/07/it-time-bring-back-
boarding-house/6236/ 

https://spoa.com/no-1-cause-of-homelessness-rooming-houses-outlawed/
https://www.citylab.com/equity/2013/07/it-time-bring-back-boarding-house/6236/


(This article is still under construction and will be added to over the next few
weeks….)  

This Texas
boarding house in
the photo to the
left, was built in
1887.   

It now is run as a
guest house and is
listed on
Homeaway, which
is a nice instance
of a continuation
of a long
tradition.  

https://www.homeaway.lk/p7863156 
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Can A Modern-Day Rooming

House Solve The Affordable

Housing Crisis?

Anne Field Contributor

Apr 30, 2019, 01:06pm EDT

Call it boarding house 2.0. Startup PadSplit, based in Atlanta, has a

novel approach to solving the affordable housing crisis—shared

homes, with private bedrooms for residents (or members, as they’re

called), fixed utility costs and a business model that makes it all

profitable for property owners.

Residents’ average annual income is $21,000. They also report

about $460 in monthly savings, when taking into account housing,

utility and transportation costs, according to the company.

 PADSPLITPadSplit team

https://www.forbes.com/entrepreneurs
https://www.forbes.com/sites/annefield/
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Property owners report increased earnings of more than 60 percent

in net income.

“This opens up more choice for people who have no choices,” says

founder Atticus LeBlanc.

LeBlanc got the idea while working as an affordable housing

developer and property manager. What he saw were highly

regulated, inefficient housing subsidy programs, along with a

private market lacking incentives to create affordable housing.

With that in mind, he came up with a model that could encourage

private investors to create affordable housing by making it more

profitable. “Property managers have a typical formula for what

people can afford. But as I talked to people earning minimum wage,

I realized they couldn’t pay for anything that was available,” he

says.

Then he met a man living in a rundown rooming house that was in

foreclosure located just next door to one of LeBlanc's investment

properties. He asked  LeBlanc if he could rent a room in that house.

LeBlanc tried it out. But thanks to all sorts of logistical problems—

you had to pick up money orders every week from the property, for

example—he didn’t expand the model.

In 2016, he took part in a competition run by Enterprise

Community Partners, a housing advocacy non-profit, that was

aimed at devising affordable housing solutions. He suggested that,

if you could show the private market affordable housing could be

more profitable than market rate alternatives, you’d have a faster

route to change. What if you created a marketplace facilitating

connections between low-income individuals in need of housing

and landlords with four-bedroom houses renovated to fit more

people?

https://www.enterprisecommunity.org/


With that in mind, in 2017, LeBlanc founded PadSplit to turn his

proposal into a business. Specifically, property owners take existing

housing and renovate them to be shared living spaces for multiple

residents, thereby making them accessible to more people and

more affordable for owners. (Also, turning existing space into

housing for six to eight occupants is a lot faster than constructing

new units). Houses have a shared common area for dining, a

kitchen and, in most cases, shared bathrooms, with a limit of two

people per room. And occupants have access to an Airbnb-style

rating system, allowing  them to evaluate their accommodations.

As for utility bills, they’re included in one monthly payment.

Property owners also get incentives to pay for energy efficiency

improvements, “because those expenses affect their bottom line in

a way they don’t in a traditional tenant model,” says LeBlanc.

Owners take care of the building renovations and pay PadSplit a fee

that comes out of residents payments. But through a resident

management platform, PadSplit facilitates everything from lead

generation to payment processing, resident ratings and energy and

water consumption monitoring.

To address zoning restrictions, the company created single-purpose

entities with rooms for members, not tenants. “It’s effectively

creating co-ops for rentals,” says LeBlanc. Also to make sure they’re

good neighbors, there are quiet hours from 11 pm to 7 am.

The company, which is now working in five jurisdictions in Atlanta.

recently raised a $4.6 million seed round of financing.
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I'm an award-winning journalist with a particular interest in for-pro�t social

enterprise, as well as entrepreneurship and small business in general. I've

covered those areas... Read More
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Over time, single room occupancy hotels became the housing of last

resort for the poorest and most troubled segment of an urban

population and have all but disappeared.

February 14, 2013 • Kathy Stack

Over the past several months there has been a surge of stories about micro-

apartments, a new form of relatively inexpensive housing for single people

in cities where housing costs are sky high. Last year, San Francisco approved

legislation that allows for “micro-unit” apartments that can have as little as

150 square feet of living space. Also last year, New York City launched a

competition to design and build micro-apartments that would have between

250 and 300 square feet. 

When New York Mayor Michael Bloomberg announced the winner in

January, he cited the fact that the demand for studios and one-bedroom units

far exceeds the supply. “We have a shortfall now of 800,000 units and it’s

only going to get worse,” he said at a news conference. San Francisco, which

has the most expensive rental market in the U.S., expects micro units to rent

for $1,200 to $1,700, well below the current $2,000 average for a studio

apartment. Other cities, where housing demands are skyrocketing, such as

Seattle and Boston, have also introduced micro-apartments. 

Micro apartments have also been praised for what they bring to a city in

terms of efficiency. Less energy is needed to heat and run the apartments

and because you can squeeze more units into less space, fewer materials are
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needed to construct and house people. And the apartments are not just for

the young and hip. In New York, 40 percent will be restricted to tenants

earning no more than $77,000 a year, so retirees or workers of modest

means could live in the units. 

It all sounds so revolutionary. But is it? In some ways this trend is a return to

the roots of city living. Some of us can remember the days when many cities

had single room occupancy hotels, or SROs. Over time, however, they

became the housing of last resort for the poorest and most troubled segment

of an urban population and have all but disappeared (ironically, San

Francisco is one of the few remaining cities to still have a sizeable number of

SROs, mainly in its troubled Tenderloin district). 

In January, the Boston Globe published a long article about the role boarding
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houses played in helping many cities grow. During the 19th century,

boarding houses could be found on the slopes of Beacon Hill and on Beacon

Street as well as in Boston’s scrappier ethnic neighborhoods. “As American

cities turned into true modern metropolises in the 1830s, boarding became a

way of life.” In fact, boarding houses were so popular that historians

estimate between a third and half of 19th century urban residents were

either boarders or took in boarders in their homes. 

This ubiquitous form of city housing provided shelter for the famous—poet

Walt Whitman lived half his life in boarding houses—and for the fictionally

famous—Jo March, the heroine of Little Women, moves to a boarding house

after leaving home, to write and strike up new friendships among the other

boarders. The boarding way of life continued well into the 20th Century.

Both my parents grew up in cities during the Great Depression, and their

homes became quasi-boarding houses, as bedrooms were rented out to

single people who needed a place to stay. 
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As the Globe story points out, some historians view boarding houses as a

necessary but adolescent stage in American life, which existed until

suburbia took off in the post-war years. But others have argued that by

looking back at this unique form of housing, we can learn something about

living together once again. As urbanization intensifies across the country,

lessons from the past might provide signposts for how we can recapture

living closer together without all the pitfalls of SROs and tenement life. 

Micro apartments, done correctly, are one manifestation of this. Many of the

smaller units that have begun to spring up in San Francisco, Seattle and a

few other cities have shared kitchen facilities. An article published by the

Urban Land Institute suggests that developers of micro-apartments might

propose installing both common facilities and shared programs for micro

apartment buildings geared towards groups of artists, entrepreneurs or

seniors. 

Co-housing is another example of a new approach to living and sharing in an

urban environment. The concept got started in Denmark in the 1970s. 

Governing covered this trend in its Aging in America series, and our

infrastructure columnist Alex Marshall ran a co-housing experiment in

Brooklyn that was the subject of an article in New York magazine. 

Boarding houses themselves have not gone away, they just exist in a

somewhat different form, filling a gap in housing needs, though often for

people at the bottom rung of the economic ladder. Sometimes referred to as

group or shared homes, they recently hit the headlines in Los Angeles,

where the city council tried to pass an ordinance aimed at cracking down on

illegal homes. The proposal created a huge controversy as advocates for the

elderly, homeless and disabled insisted the homes provide a reliable source

of inexpensive housing in a city where housing costs are high. 

Despite complaints about crime and safety issues tied to illegal group homes,

the city council has delayed action on the proposal. The L.A. city council’s

http://urbanland.uli.org/Articles/2012/Oct/McIlwainMicro
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struggles to decide this issue will no doubt play out in other cities where

demand for alternative, affordable housing units will outpace the policies

that govern what can be built. 

In some ways, it’s a good sign of just how desirable city living has become.

We just have to get the details right. 

Former deputy associate director of the Office of Management and Budget
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November 12, 2019

Pod Houses And Millennial Campuses Try To Reinvent
The Boarding House

thefederalist.com/2019/11/12/pod-houses-and-millennial-campuses-try-to-reinvent-the-boarding-house/

Economics
By: Kyle Sammin
November 12, 2019

9 min read

“Can’t Find An Affordable Home? Try Living In A Pod” That’s the headline of an NPR story
from last year, one of several recent media tales of young people struggling to find
affordable housing in overpriced coastal cities.

The article goes on to discuss PodShare, a company that describes itself as “housing in the
cloud.” For a flat rate, a person has access to a small living space in any of the company’s
locations in a given metro area. It’s like a scattered-site dormitory without the school.

This comes across as yet another “disruptive” invention by Silicon Valley, a modern solution
to a modern problem. But neither the problem nor the solution is new. PodShare and its
competitors are just reinventing a venerable institution of city living: the boarding house.

Boarding houses have gone the way of the horse and carriage, but not because of a lack of
demand. Restrictive zoning pushed these places out of existence because the rich and
middle classes didn’t want poor people living near them. Now, shined up with millennial

https://thefederalist.com/2019/11/12/pod-houses-and-millennial-campuses-try-to-reinvent-the-boarding-house/
https://thefederalist.com/category/economics/
https://thefederalist.com/author/kylesammin/
https://www.npr.org/2018/10/21/654426576/cant-find-an-affordable-home-try-living-in-a-pod
http://podshare.com/
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campiness, they’re back, but only for the “right kind” of renter. Instead of reinventing
affordable housing, millennials should be demanding that their local governments just stop
banning the original.

Urbanizing, Now and Then

Imagine arriving in an unfamiliar city where everything is far more expensive than your old
hometown and you don’t know a single soul. This is not a problem unique to the twenty-first
century. Nineteenth-century America saw the same urbanizing trend.

The Industrial Revolution created jobs in cities, and people streamed in from the
countryside and from foreign lands to take a chance on a better life. When they got to those
teeming cities, housing wasn’t cheap. Boarding houses offered a respectable and affordable
alternative.

Like their modern imitators, the boarding house allowed its inhabitants a small room to
house themselves and their few possessions, along with common areas that all of the
boarders could access. Meals were available, too, which saved the renter the expense of a
kitchen (it was also likely helpful to single men who had never learned to cook.) The other
people living there were often a newcomers’ first acquaintances in his new city, the initial
taste of community for the new emigrant.

The NPR article talks of “a sense of built-in friendship and community,” in the words of one
renter (sorry, “member” is the new lingo,) but consider that 100 years ago, the New York
Herald discussed the decline of the boarding house in very similar terms:

Many of these boarding houses were something more than a place to eat and sleep. … In
the evening, after dinner was finished, the boarders would assemble in the parlor, with its
gilt-framed mirrors, stiff-backed chairs and rattling piano, usually out of tune through much
usage, and pass many a pleasant hour. Numerous romances which culminated in a happy
marriage had their beginning in the dimly lighted boarding house parlor after the rest of the
boarders had retired.

Zoned Into Homelessness

That sounds exactly like the convivial shared living space the pod house people are trying
to recreate a century later. The 1919 article in the Herald came after the long decline of the
boarding house, and is likely injected with some of the nostalgia that often flavors
reminiscences. Looking further back, we can see that the upper-class members of urban
societies spent the latter half of that century publicly decrying the boarding house as
unwholesome and debased.
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They tore down the shanties, buried the creeks in sewers, reshaped the land, and built a
highway through it.

The powers that be, in a burst of sometimes well-intentioned snobbery, used the early
twentieth-century invention of zoning codes to reshape their cities in ways that seemed
more orderly and beautiful to them. If that meant telling poor people how and where to live,
it did not particularly bother the rich. They were used to telling people what to do, and the
growth in big government just afforded them more opportunities to do it.

Los Angeles passed the first zoning code in America in 1904 and many other cities followed
in its footsteps. The idea was to physically separate property uses that the government
deemed incompatible.

While there are probably some restrictions that most people would agree on, it never stops
there. Given the power to determine who can live and work in what place, the cities’ leaders
could not wait to do so (Houston is one notable exception to the rule: voters there have
repeatedly rejected attempts to impose a zoning code.)

Even beyond zoning, growing affluence gave the average renter more options and the
expanded reach of streetcars and subway trains opened more land to settlement within a
reasonable commuting distance to jobs. Boarding houses gave way to rooming houses (the
same, but with no communal meals) and furnished apartments.

Some cities restricted these, too, giving even fewer options to poor or newly arrived
workers. Soon, the boarding house became the stuff of novels and fuzzy memories.

‘Slum Clearance’

Government played a large role in that, and in eliminating other housing options for poor
people. The “slum clearance” trend of the 1950s and 60s—later known by the euphemism
of “urban renewal”—destroyed even more places where poor and lower-middle-class
Americans were able to build communities suited to their needs.

One example of this trend took place in Philadelphia. In a low-lying section of South
Philadelphia near the Delaware River was a neighborhood informally known as “The Neck.”
By the 1950s, the subway reached most of the way to the area, but it remained a semi-rural
enclave within the city limits.

That alone bothered the sort of city planners who craved order above all else, but the
conditions there—poor people living in old houses that ignored the modern city codes—
bothered them more. Even the main drag, Stone House Lane, meandered through the land,
at odds with the city’s famously orderly street grid.
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Unmentioned at the time, but surely a factor, was that the neighborhood was also racially
mixed, and had been for many years. Some of the planners surely acted out of a genuine
desire to uplift the poor, others out of less charitable feelings, but all of those in power
agreed that The Neck was not the way people in their city should live.

Their pig farms and vegetable plots had long been ignored by the city’s licenses and
inspections department, but the reformers who took control of the city government in 1952
could not let that go on. Many of the residents held their land informally, as well, which
made their generations-long tenure insecure and the city’s planned evictions all the easier.
They tore down the shanties, buried the creeks in sewers, reshaped the land, and built a
highway through it to finish the job.

As John Vidumsky described it in a 2013 article for Hidden City Philadelphia, “the City
continued filling the land in the neck, bringing it up to grade with the rest of the street grid.
Most of Stonehouse Lane is now buried under the on-ramp that connects I-95 to the Walt
Whitman Bridge. The canals that once drained the lush green landscape were filled
between 1929 and 1942, replaced by modern sewers. By the 1960s, almost every trace of
that lost world was buried under ten feet of fill.”

Government Caused the Problem

The city and state governments effectively outlawed boarding houses, then bulldozed the
neighborhoods where poor people could live in places of their own. Immediately, the
problem became apparent: the poor now had nowhere to live. Today, there would be a
sizable continent of people to suggest that less government involvement might lessen the
negative consequences, but this was an era of bipartisan commitment to big government
planning. Their solution: more government.

Specifically, the poor of The Neck were to be moved from their own homes to public
housing in a new development to be constructed nearby. The proposed development, called
Whitman Park, sparked decades of protest and racially tinged animosity in the area. The
reformers in City Hall claimed to be trying to create race-neutral housing that people could
afford. To get there, all they had to do was destroy the racially mixed, affordable community
that already existed.

The city and state governments effectively outlawed boarding houses, then bulldozed the
neighborhoods where poor people could live in places of their own.

Communities develop slowly, over years and decades. The Neck was no different. Good
government bluenoses thought that moving people to modern concrete buildings in the
renamed neighborhood of Whitman would only improve their housing condition without
losing anything from what came before.

https://hiddencityphila.org/2013/01/in-the-neck-a-history-of-stiff-resistance-to-change/3/
https://hiddencityphila.org/2013/01/in-the-neck-a-history-of-stiff-resistance-to-change/3/
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But a neighborhood can’t be packed up and rebuilt like a circus tent. Place matters to
people. Blowing that up meant destroying the community who lived there. The process was
repeated in cities across the nation.

It is hardly necessary to say it, but public housing did not live up to anyone’s dreams of a
bright future for the urban poor. Yet it remains one of their only options in cities even today.
Decades of failure have not caused governments to improve the mistakes they made in the
1950s. If anything, they have only made it worse since then with the Housing Choice
Voucher Program—commonly known as Section 8—which effectively sprinkles public
housing into any neighborhood where a landlord is willing to profit by it.

So it is to Podshare’s credit that they are putting a shiny new gloss on the old solution, and
doing it in a way that doesn’t involve tax dollars or bulldozing neighborhoods. But
dormitories for millennials won’t solve the problem.

For one thing, they may violate the same zoning rules that brought down boarding houses,
and it is only a matter of time until the local governments enforce the law. For another, it
only solves the problem for a small slice of the population: single people for whom $2,000 a
month in rent is too much, but $1,100 is doable.

That leaves out the poor and a lot of the middle class. Cool crash pads for the creative
class don’t address the problems the state has created for everyone else who needs a
place to live. And the colossally wrongheaded rent control bill California just passed will
make it worse in that already expensive state.

For true reform, we need to roll back the zoning codes and make housing affordable again.
Two cheers for PodShare, but let’s save the real applause for the return of the boarding
house.

Kyle Sammin is a senior contributor to The Federalist and the co-host of the Conservative
Minds podcast podcast. Follow him on Twitter at @KyleSammin.

Kyle Sammin

Visit on Twitter @KyleSammin

https://www.lamag.com/citythinkblog/california-rent-control/
https://conservativeminds.fireside.fm/
https://twitter.com/KyleSammin
https://twitter.com/KyleSammin
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OPINION This piece expresses the views of its author(s), separate from those of this publication.

Bring back the boardinghouse: Column
Remixing American housing can help us get to know our neighbors, and live on the cheap.

Katrina Trinko
Published 6:27 p.m. ET May 20, 2015

What does community life look like in 2015?

For many Americans, the old neighborhood ideal — parents rocking on porches, children
running across suburban lawns — just isn't relevant anymore.

In 2014, single Americans outnumbered married Americans, with 50.2% of Americans single,
according to the Bureau of Labor Statistics. That's a steep increase in recent decades. In 1976,
a mere 37.4% of Americans were single.

There has also been a rise in multigenerational households (not counting those composed of
parents and children under 25). Eighteen percent of Americans now live in multigenerational
family households, according to a 2014 Pew Research Center study, that include an adult child
living with parents or grandparents moving in.

Yet how much has housing changed over the years? Some developers are building houses
designed to more comfortably accommodate different generations, such as homes with
multiple master suites. On the other end of the spectrum, microhousing — apartment units
sometimes smaller than 300 square feet — is also trending, allowing singles who don't want
roommates to find more affordable living space in urban areas.

But a consistent theme remains: People don't seem to know their neighbors.

It's possible a new kind of housing could change that. District of Columbia developer SB-
Urban is building apartments with an interesting twist: communal kitchens. Perhaps that will
help foster friendships and encourage conversation. It's hard to know what to talk about in a
short elevator ride, but (literally) needing to borrow a cup of sugar could offer a less socially
awkward segue into conversation for neighbors.

In Spain, two architects are proposing something even more dramatic: apartments where
residents would share kitchens and office space and even be able to trade rooms for services.

https://www.usatoday.com/
http://nypost.com/2014/09/09/single-adults-now-outnumber-married-adults/
http://www.pewsocialtrends.org/2014/07/17/in-post-recession-era-young-adults-drive-continuing-rise-in-multi-generational-living/
http://www.newsday.com/classifieds/real-estate/southampton-riverhead-and-muttontown-homes-with-two-master-suites-1.9896113
http://www.npr.org/2015/02/26/389263274/living-small-in-the-city-with-more-singles-micro-housing-gets-big
http://www.pewresearch.org/daily-number/do-you-know-your-neighbors/
http://www.washingtonpost.com/blogs/where-we-live/wp/2015/04/28/d-c-developer-bets-big-on-apartments-with-shared-eating-spaces/
http://www.npr.org/blogs/parallels/2015/02/16/385528919/not-a-group-house-not-a-commune-europe-experiments-with-co-housing


"For example, you have an 80-year-old person who needs some help once or twice a week,
(living alongside) a family with three children that doesn't get enough income," María García
Mendez told NPR, suggesting that the older person could give a room to the family in
exchange for some help.

It would be good if more builders thought about how housing could cultivate community. I
lived for a few months in New York City in a women's boardinghouse started in the 1920s.
Everyone had her own bedroom, but bathrooms were shared, and communal breakfasts and
dinners were served in a dining room, encouraging all of us — a diverse crowd from various
countries and working in fields ranging from fashion to journalism — to meet and mingle, to
swap stories and arrange to explore the city together.

It was an interesting experience — and I met women I would have never met anywhere else.
Yet virtually no boardinghouses exist anymore. Sure, many young adults live with roommates,
but usually it's only two or three people in an apartment — a far cry from the larger pool of
people you get to know in a dorm or a boarding house between shared bathrooms and
kitchens.

Current housing works great for many Americans. But it would be nice to see more
experimentation for those who do want to get to know their neighbors and form a genuine
community.

Katrina Trinko, a member of USA TODAY's Board of Contributors, is managing editor for
The Daily Signal. Her views do not represent The Heritage Foundation, her employer.

In addition to its own editorials, USA TODAY publishes diverse opinions from outside
writers, including our Board of Contributors. To read more columns like this, go to the
Opinion front page.

http://www.npr.org/blogs/parallels/2015/02/16/385528919/not-a-group-house-not-a-commune-europe-experiments-with-co-housing
http://www.websterapartments.org/about-us/
http://www.slate.com/articles/business/moneybox/2013/07/sros_flophouses_microapartments_smart_cities_are_finally_allowing_the_right.html
http://www.usatoday.com/reporters/boc.html
http://www.usatoday.com/opinion/


John Gilmovich

What are New Generation Boarding House Developments and Why the “Not in My
Backyard" (NIMBY) Attitude from Neighbours?
Housing affordability especially in high price and population growth suburbs like Sydney’s Inner City and Inner West has become a serious and growing problem. This 
turn has prompted our local, state and federal governments to bring changes to planning and development laws allowing private investors and non-for-profit housin
organisations the opportunity for developing “modern micro apartments” or what is now known as new generation boarding house development.

Introduced on 31 July 2009, the state government's affordable housing provisions (AHSEPP) included incentives that permitted a developer to build and lease smalle
and therefore cheaper micro apartments in buildings of a larger scale than otherwise permitted in low-density areas and the concept of new age boarding houses ha
risen.

These new gen boarding houses offer self-contained furnished studios from 12m2-25m2 with all utilities included in the rent or occupancy fee to people like youn
professionals, middle-aged people, divorcees and retired people who are squeezed out of the housing market because of the affordability gap between home ownershi
and their incomes.

One such example is Annandale's McCarthy Maisonettes on Parramatta Road, which was approved by Leichhardt Council as a registered boarding house with 24 sel
contained rooms in 2012. This completed building offers modern architect designed luxury furnished studio apartments from $355 a week all utility expenses included.

A growing section of Australia’s population don’t live in nuclear families, and the housing stock is shifting alongside this. High-density built forms are part of this shift. Bu
there is need for more diverse choices for people who want to continue to enjoy the amenity of suburban neighbourhoods and keep their existing social networks there
These people aren’t looking for family houses and often can’t afford them. It is not in the interests of the landlord or tenant to see the neighbourhood’s characte
tarnished, nor to have a business model that relies on a diminishing pool of prospective tenants.

There are often community concerns about anti-social behaviour with boarding house developments, however this is mainly an issue of the perception of the traditiona
boarding house occupants who are coming from very low social economic backgrounds and at times have physical or mental impairment that can lead to substanc
abuse. However, research conducted into boarding houses both established and new and operators/owners of these types of accommodation has indicated very low
issues among tenants living inside these communities and having very little impact on surrounding neighbours “quiet and peaceful enjoyment of their premises”

New generation boarding house developments are a very different product. The rooms are typically self-contained with kitchenette and ensuite. They are eco-friend
built, come with Wi-Fi and other state of the art design and interiors. They are now also subject to formal occupancy agreements that offer tenants (and landlords) mor
security and certainty. Residential Tenancy Agreements can also be signed and is the preferred choice for property investors adding to a better layer of protection, large
bonds and in the case of tenancy breaches more clarity around what action can be taken. Standard agreements are usually 6-12 months in length, rather than short term
(3-6 months) and are generally renewed by the occupants if both landlord and tenant are happy with the tenure. Occupancy rates are very high, usually well over 90%.

According to Australian Bureau of Statistics data, NSW now accommodates more than a third of all boarding house residents in Australia, strongly concentrated withi
the City of Sydney and surrounding inner-city locations. Traditionally banks have provided loans to individuals for a property on individual land. More recently lendin
has gone to developers as a construction loan, which is then paid back through the sale of individual units. The difference with boarding houses, compared to a typica
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apartment complex investment, is that the boarding house is being built as a business, rather than as property to be on-sold for capital gain. The attraction wit
boarding houses is the long-term return from rent that can be commanded, which is in the 8-9% net rental return compared with the typical rental housing return of 3
4%. New gen boarding houses are attracting a lot of interest, including those mum and dads running self-managed super funds.

One of the big questions that property investors will face is how and who is going to manage these tenancies and the general day to day operations of a multi-studi
room development? Many property managers will simply refuse to deal with multiple occupancy properties, and those that do will charge up to double and a half of th
average for the area the property is in. Again there is usually double the workload involved in managing multi room tenancies. As a result, some landlords who operat
multiple occupancy properties may end up managing the properties themselves. This brings with it all the downsides that come with DIY property management, such a
having to source and interview tenants, deal with day-to-day tenant management, attend to maintenance and implement rent increases and lease renewals.

There can be conflicts of personality in the processes and keeping at arm’s length is not such a bad thing. But a general real estate property manager is not always th
answer as this type of management requires great technical skill and knowledge. Appointing a very qualified property manager is possible but there is a limited pool o
these as new gen boarding houses are relatively a new dwelling type and limited in numbers. A ‘caretaker’ can be appointed to live onsite (usually a requirement as par
of a D.A. for 20+ rooms), at a lower rent and can undertake basic grounds keeping, cleaning and minor maintenance. It’s a good solution as it means you’ve got someon
on hand in the property to look after the basics however you’ve still got to deal with the overall property and tenancy management as well as the financial managemen
and reporting that a caretaker will simply not be able to deliver. 

There are estimated to be nearly 800 DAs for boarding houses currently under consideration at various councils within NSW. The old boarding houses used to be dodg
old places for so called “society drop-outs” with shared services but these new gen types are a complete opposite which are a good alternative to a shar
accommodation premises and offers privacy and safety to the occupant. Savvy investors are buying or developing them for their high yield and low risk and developer
often like to hold on to them for the annuity.

John Gilmovich director of Real Property Manager has been involved with boarding houses for several years in both management and policy delivery and is the presiden
of The Property Owners Association of NSW a landlord association specialising in boarding house matters.

If you would like to talk through the opportunities for landlords in new generation boarding houses, contact John on  0418 600 806 or via the contact form
(https://www.realpropertymanager.com.au/contact) on the website.

Our Partners

 (http://rent.com.au/)  (http://1300smokealarms.com/)

 (https://www.bmtqs.com.au/)  (https://app.movemein.com.au/Connect/Index?

agentToken=b57d123e-edae-49f5-bb4b-dd7836db4254)  (https://www.nswbusinesschamber.com.au/)

 (https://www.terrischeer.com.au/)  (https://www.inspectrealestate.com.au/)

 (https://www.poansw.com.au/)  (http://www.reinsw.com.au/)

 (https://www.propertyme.com.au/blog/property-management/how-propertyme-is-different)

https://www.realpropertymanager.com.au/contact
http://rent.com.au/
http://1300smokealarms.com/
https://www.bmtqs.com.au/
https://app.movemein.com.au/Connect/Index?agentToken=b57d123e-edae-49f5-bb4b-dd7836db4254
https://www.nswbusinesschamber.com.au/
https://www.terrischeer.com.au/
https://www.inspectrealestate.com.au/
https://www.poansw.com.au/
http://www.reinsw.com.au/
https://www.propertyme.com.au/blog/property-management/how-propertyme-is-different


© 2016 - 2022 Real Property Manager, All Rights Reserved | Privacy Policy (/privacy-policy). Powered by Eagle Software (http://www.eaglesoftware.com.au/)

Real Property MaReal Property Ma……
426 likes426 likes

Like Page

Get in Touch

 02 9712 5758 (tel:02 9712 5758)

 0418 600 806 (tel:0418 600 806)
PO Box 501

Five Dock NSW 2046
46 Henry Street

Five Dock NSW 2046
  info@realpropertymanager.com.au (mailto:john@realpropertymanager.com.au?subject=Website Enquiry)

 (https://www.facebook.com/realpropertymanager/?fref=ts)  (https://www.youtube.com/channel/UC6wCjDHH_vAM2zwV  (https://www.linkedin.com/in/john-gilmovich-839566







  

Subscribe to Our Mailing List

Name

Email Address

What is ? 

 

Subscribe

https://www.realpropertymanager.com.au/privacy-policy
http://www.eaglesoftware.com.au/
https://www.facebook.com/realpropertymanager/
https://www.facebook.com/realpropertymanager/
https://www.facebook.com/realpropertymanager/
tel:02 9712 5758
tel:0418 600 806
mailto:john@realpropertymanager.com.au?subject=Website%20Enquiry
https://www.facebook.com/realpropertymanager/?fref=ts
https://www.youtube.com/channel/UC6wCjDHH_vAM2zwVLRlTGIQ
https://www.linkedin.com/in/john-gilmovich-83956610


CEDAR ST

FO
R
EST AVE

UNION ST

FR
EN

CH
 ST

YORK ST

CEN
TER

 ST

OHIO ST

STATE ST

W
EB

ST
ER

 A
VE

SOMERSET ST
G

R
O

VE ST

ESSEX ST

HAMMOND ST

HAMMOND ST

LINDEN ST

ST
IL

LW
AT

ER
 A

VE
PATTEN ST

HARLOW ST

TH
IR

D 
ST

M
AI

N
 S

T

BROADW
AY

POPLAR ST

TEXAS AVE

SILVER RD

I-9
5

COURT ST

SAR
ATO

G
A

AVE

THORNTON RD

KENDUSKEAG AVE

PEAR
L ST

HIGHLAND AVE

I-9
5

CUMBERLAND

ST

FO
UR

TE
EN

TH
 S

T

W
ES

T 
BR

OA
DW

AY

MOUNT HOPE
 AVE

GARLAND ST

HANCOCK ST

N
O

R
FO

LK ST

LEIG
H

TO
N

 ST

FO
U

N
TAIN

 ST

JU
N

IP
ER

ST

SE
VE

NT
H 

ST

FI
FT

EE
NT

H 
ST

BUCK ST

ROYAL RD
NORWAY RD

FA
LV

EY
ST

ALLEN ST

BIR
CH

 ST

PALM
 ST

PAR
KVIEW

 AVE

FER
N

 ST

SE
CO

ND
 S

T

H
O

W
AR

D
 ST

WALTER ST

GLENW
OOD

DR

STATE ST

WASHINGTON ST

HARTHORN AVE

FO
UR

TH
 S

T

SAVAGE ST

CLYD
E

RD

PIN
E ST

HU
SS

ON

AV
E

PARKER ST

MOUNTAINVIEW AVE

BR
O

AD
W

AY

G
R
AN

T ST

D
ARTM

O
U

TH
 ST

HAMMOND ST

LINCOLN ST

YA
LE ST

NORWAY RD

CO
TT

AG
E

ST
TH

OM
AS

 H
IL

L 
RD

ELM
 ST

TH
IR

TE
EN

TH
 S

T

LAUREL CIR

SILVER RD

FR
U

IT ST

LARKIN ST

M
APLE ST

VALLEY AVE

CRESTMONT RD

SIDNEY ST

BRO
ADW

AY

URD-1, URD-2, NSD, HDR, and
DDD Parcels on Major Arterials

0 1,000 2,000500
Feet

Major arterials
All roads
URD-1, URD-2, NSD, HDR, and DDD parcels on major arterials
M&SD parcels (boarding houses already allowed)

Created 4/28/2022 by the
City of Bangor Planning Division

.



FO
R
EST AVE

BROADW
AY

I-9
5

I-395

UNION ST

FR
EN

CH
ST

CEN
TER

 ST

OHIO ST

BROADWAY

W
EB

ST
ER

 A
VE

ESSEX ST

M
AI

NE
AV

E

I-395

I-9
5

HAMMOND ST
KENDUSKEAG

AVE
PEAR

L ST
FO

UR
TE

EN
TH

 S
T

W
ES

T 
BR

OA
DW

AY

MOUNT HOPE
AVE

GARLAND ST
TEXAS AVEHILDRETH ST N

BO
M

ARC RD

I-9
5

BUCK ST

BIRCH
ST

FER
N

 ST H
O

W
AR

D
 ST

FIN
SO

N
 RD

LINCOLN ST

ST
IL

LW
AT

ER
 A

VE

PIN
E ST

HUSSON AV
E

H
ILD

R
ETH

 ST

STATE ST

GRIFF
IN

 RD

ODLIN RD

UNION ST

DAV
IS

 R
D

ST
IL

LW
AT

ER
AV

E

I-
95

PERRY RD

H
O

G
AN

 R
D

BU
RLE

IG
H RD

FOX
HOLLOW

M
APLE

ST

CHURCH RD

PU
SH

AW
R
D

VALLEY

AVE

SKYLIN
E

R
D

TARGET CIR
KI

TT
RE

DG
E 

RD

BANGOR

M
AL

LBLVD

M
AI

N
 S

T

URD-1, URD-2, NSD, LDR, HDR, RR&A,
and DDD Parcels on Major Arterials

0 3,000 6,0001,500
Feet

Major arterials
All roads
URD-1, URD-2, NSD, LDR, HDR, RR&A, and DDD parcels on major arterials
M&SD parcels (boarding houses already allowed)

Created 4/28/2022 by the
City of Bangor Planning Division

.



 
  Planning Division 
 

 Memorandum 

To: Business and Economic Development Committee 
From: Anne Krieg AICP, Planning Officer 
CC: Planning Board members 
Date: 4.27.22 
Regarding: Boarding Houses – Follow Up Discussion 

This is a follow up to our previous council discussions and public process to consider 
the allowance of boarding houses in districts other than the Multifamily & Service District 
(where they are currently allowed as a conditional use). 

The previous proposal allowed for boarding houses in historic homes, along arterials in 
the downtown neighborhood areas, and then allowed more freely in outer 
neighborhoods. This proposal failed at both the Planning Board and City Council, so 
staff have taken the feedback provided to create an alternative proposal.   

If the Council would like this matter to be brought back for review and deliberation, staff 
recommends the following changes be made to the original draft: 

A. Require an on-site manager for boarding houses. 

B. Allow boarding houses as a conditional use on major arterials in the following 
zones: URD-1, URD-2, NSD, LDR, HDR, RR&A, and DDD. (The previous proposal was 
to allow them as a conditional use in URD-1 and LDR; as a permitted use in historic 
homes and districts (in any zoning district); and as a permitted use in URD-2, M&SD, 
NSD, HDR, RR&A, and DDD.) 

These changes would create some limited areas, generally near services and transit 
routes, where boarding houses could be allowed as a conditional use. In addition to 
these areas, boarding houses will remain allowed as a conditional use in M&SD (as 
they have been since 2000).  

Action requested: provide staff with feedback and direction. 



Richard Silkman, Ph.D.
November 2019

A New Energy 
Policy Direction 

for Maine
A Pathway to a Zero-Carbon 

Economy by 2050



Over the past fifty years, energy policy in Maine has been driven alternatively by competitive pressures 
to keep energy prices low and environmental imperatives to reduce CO2 and other greenhouse gas 
(“GHG”) emissions. The net result of these efforts is that today energy prices in Maine are higher than 
the national average, while emissions are somewhat lower. Maine has paid a high price to achieve 
marginal reductions in GHG emissions.

In this report, I look to the next thirty years and specifically whether there is a feasible pathway for 
Maine to achieve a zero-carbon economy at a reasonable cost. I conclude that there is. This pathway is 
based on two pillars – the conversion of transportation, heating and processes to electricity (so-called 
“beneficial electrification”) and the decarbonizing of the electricity sector through the development of 
renewable generation and battery storage (so-called “deep decarbonization”). Assuming reasonable 
rates of conversion of all sectors to electricity over the next thirty years and continuing declines in the 
real prices of solar photovoltaic systems and on-shore and off-shore wind generation and, importantly, 
declines in the costs of battery storage capacity, I show how Maine can accomplish a thirty-year 
transition to a zero-carbon economy without increasing the total amount it spends on energy each year, 
relative to the average it has spent each year over the past twenty years.

A key factor in this thirty-year transition is a shift in the energy sector from fuel and operating costs to 
capital investments. Essentially, deep decarbonization represents a substitution of capital for operating 
costs across the entire energy sector, thereby placing a premium on the ability to raise enormous 
amounts of capital as efficiently as possible. I estimate that this transition will require investments of 
close to $60 billion in new generation and storage technologies and in building out the electric grid to 
accommodate a nearly five-fold increase in peak demands that will result from beneficial electrification. I 
propose a new state structure – the Maine Energy Generation Authority – to accomplish this.

A second key factor is the development of off-shore wind. I show that off-shore wind generation 
tends to be countercyclical to solar PV generation in Maine and to offer a better match to electric 
loads after beneficial electrification. This allows Maine to reduce the amount of more expensive 
battery storage capacity to balance the mismatch between hourly, daily and seasonal electric 
generation and electric loads.

The transition that Maine and the world needs to accomplish over the next thirty years if we are to 
have any chance of mitigating the most adverse consequences of climate change and global warming 
is most daunting. I have laid out a pathway and a variety of policy prescriptions that address risks 
in a reasonable fashion by accelerating those actions and technologies that present lower degrees 
of uncertainty, while deferring those where the uncertainty is greatest. I focus initially on market 
mechanisms and voluntary activities. These, however, will not be sufficient to move us along the 
pathway. Accordingly, I identify mandates and requirements that are designed to make sure we track 
the complete pathway over the next thirty years.

I believe that this is the first attempt to set out such a pathway. As I note, it is only one such route to 
a zero-carbon economy in 2050. I trust that others will review my work, will identify its strengths and 
weaknesses and will offer improvements to it.  

Abstract
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The genesis of this report lies in the Governor’s 
Energy Office’s (“GEO”) proposal to develop a 
state energy planning roadmap.  These efforts 
were funded by the U.S. Department of Energy.  
The intent was to engage private, public and 
non-profit stakeholders to develop an “Energy 
Planning Roadmap” to advance the state of 
Maine’s energy, economic development and 
environmental goals.  The objectives of the 
Roadmap, as set forth in the proposal to the 
U.S. Department of Energy are to:

1. Achieve energy and cost savings in the 
residential, commercial, industrial and 
transportation sectors.

2. Reduce pollution and greenhouse gas 
emissions.

3. Support the growth of a robust state and 
regional energy market and workforce, 
including products, services, infrastructure 
and manufacturing processes related to 
electricity reliability, energy efficiency, 
renewable energy, distributed generation, 
natural gas and transport, and other 
technologies.

4. Facilitate stakeholder and interagency 
discussions and activities that achieve 
Objectives 1 through 3 with emphasis 
on the electric power sector, natural gas 
supply, and transport; and integration 
of more renewable energy and energy 
efficiency into the state’s portfolio.

More specific goals were the reduction of 
electricity sales and natural gas usage by 30% 
and peak electricity demand by 100 MW by 
2020; reduction of oil use in home heating 
by 30% by 2030; the weatherization 100% of 
homes and 50% of businesses by 2030.1

1 Attachment 1 of EERE 303: Statement of Project Objec-
tives (SOPO), DE-EE0007222/000, Governor’s Energy 
Office, Project Objectives, page 1.

The project team, led by very capable staff at 
the GEO and at E2Tech (the GEO’s project’s 
facilitator), assembled voluminous data sets 
regarding energy usage in Maine that provided 
a detailed picture of how Maine uses energy 
(demand for energy), where that energy comes 
from (supply of energy), how much the energy 
costs and the greenhouse gas (“GHG”) emissions 
the production and use of such energy creates.  

At the same time that this project was getting 
underway, cities and towns in Maine were 
becoming more active around the broader issue 
of climate change and global warming.  Climate 
Action Teams (“CAT”) were being formed in 
many communities, and their activities were 
leading to the adoption of forward looking 
and far-reaching policy statements regarding 
achieving major reductions in and even 
elimination of CO2 and other GHG emissions 
by dates certain – e.g., 2030, 2040 and 2050.  
These initiatives represent clear expressions of 
serious public concern about a wide variety of 
public policy issues, the central overarching one 
being how Mainers use energy and where such 
energy comes from.  

What has been striking about these two sets of 
activities – the GEO efforts to develop an energy 
roadmap, on the one hand, and citizen actions to 
achieve a carbon-free economy, on the other – is 
their lack of interaction.  From the perspective of 
concerned citizens, the goals and objectives of 
the energy roadmap are too short-term, remain 
anchored in an essentially fossil-based energy 
sector and will not achieve the fundamental 
objective of mitigating climate change.  Perhaps 
equally frustratingly, since they are not rooted 
in an understanding of how energy is used and 
produced, the activities of the CATs are too 
easily dismissed as naïve aspirational goals that 

ii



simply fail to recognize the full extent of societal 
changes and their consequences that will be 
necessary to eliminate carbon across all sectors 
of the economy.

This report is in many respects an attempt 
to bridge these two perspectives.  I take as 
given the increasingly accepted position that 
Maine and the rest of the world must become 
essentially carbon free by 2050 if we are to 
mitigate the worst impacts of climate change 
and global warming.  This is the end mile-post 
of my roadmap.  My starting line is where 
Maine is today – the detailed and nuanced 
picture of energy use and supply that the 
GEO has laid out.  I rely on what I believe to be 
reasonable assumptions about the trajectories 
of performance, cost, efficiency, dissemination 
and development over the next thirty years 
(from 2020 to 2050) to fashion a pathway to a 
zero-carbon future.

While this report is written in the first-person 
singular, I make no claim that the ideas, 
assumptions, methodologies and analytical 
frameworks contained herein are entirely my 
own.  I have benefitted over the last thirty-
years from many remarkable relationships 
with people whose life work has been energy.  
At the top of this list are my partners, Mark 
Isaacson and Tony Buxton.  We have spent 
countless hours in freewheeling discussions 
about energy – from the regulation of 
electric utilities to electric restructuring to 
the operation of competitive energy markets 
to gas pipeline development to renewable 
energy to distributed generation and grid 
reliability – discussions that have molded my 
thinking about all aspects of the energy sector.  
While we have not always agreed, it has been 
precisely those areas of disagreement that 
have been most beneficial.

I have also benefitted from my other partners, 
Steve Hinchman and Andy Price.  Each brings 
a unique sophisticated perspective to energy 
discussions that is well informed by years 
of experience in a wide variety of projects 
and issues.  When discussing energy, I have 
found that it really makes a difference to 
know something about physics, chemistry and 
engineering; it also helps immensely to be well-

versed in environmental law, rules, regulations 
and procedures.

It also helps to have a very capable research 
assistant on projects like this.  I was lucky to 
have Alice Dillon, a Maine resident who had just 
completed her junior year at Boston College 
in economics.  Ms. Dillon was instrumental in 
tracking down wind speed information in the 
Gulf of Maine and in helping design and run the 
models that converted files of raw data into 
usable energy use and generation information.

I am also very much indebted to hundreds of 
clients that have come to Competitive Energy 
Services (“CES”) with specific questions or 
concerns about energy related projects.  There 
is no better way to learn about energy than 
by trying to understand and evaluate specific 
technologies, projects or developments that 
are being proposed when someone’s money 
(including, occasionally, one’s own money) 
is on the line.  In this respect, I have been 
fortunate to have seen virtually every type of 
energy project – many “good” projects, a much 
larger number of “bad” projects, and I am sorry 
to say, too many projects that violated one or 
more fundamental laws of science.

I have benefitted from comments and 
suggestions made by David Flanagan and Tom 
Welch, both of whom graciously reviewed 
earlier drafts of this report.  I emphasize 
“graciously”, because they resisted the 
temptation to focus on the “elephant in the 
room” – that being the obvious fact that 
nothing Maine does on its own will impact 
climate change – and instead reviewed and 
evaluated the modeling, the assumptions, 
the results and the policy prescriptions in a 
broader context of collective actions. 

Finally, I want to thank my wife, Lynne for her 
patience reviewing and proofreading various 
drafts, and Allie Ulrich for her many hours 
of assembling the report and transforming 
it into a visually pleasing and much more 
readable document. 

At the end of the day, of course, I am the 
author of this report and take full responsibility 
for its content.        
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Foreword

Richard Silkman’s contributions to the common good are many, but his advances in energy policy and 
analysis have been particularly important to Maine and the rest of New England. This report builds on 
those contributions and offers a giant leap forward on the path to climate crisis solutions. 

When electricity markets were deregulated, Dr. Silkman influenced the structure of the resulting 
competitive wholesale and retail markets. This included showing energy marketers first how to deal 
effectively with large electricity consumers, then reforming regulation so smaller commercial customers 
also could access competitive providers. He co-founded Competitive Energy Services, LLC, to facilitate 
commercial competitive access and through affiliates tested provision of retail competitive supply in 
Maine, Massachusetts and Texas. Dr. Silkman was the first residential customer to become a member 
of the End User sector of the reformed New England Power Pool, and, through Competitive Energy 
Services was the first to offer, with Interfaith Power and Light, renewable or “green” electricity for sale 
at retail in Maine. He testified on behalf of larger consumers in a score of federal and state proceedings, 
usually against electric utilities, including demonstrating conclusively that ISO-New England was not 
designed or managed to adequately benefit Maine electricity consumers. Seeking to reduce both energy 
costs to Maine manufacturers and New England CO² emissions, Dr. Silkman proved the investment 
viability of new and expanded natural gas pipelines into New England and within Maine. 

Through his analyses and advocacy, Dr. Silkman has consistently challenged the New England energy 
status quo of heavy reliance on heating oil and motor fuels, unnecessarily expensive electricity and 
unwarranted electric utility dominance of critical decisions at consumer expense. Not surprisingly, the 
status quo often has taken offense. 

To Dr. Silkman’s great credit, he has persevered in his advocacy of consumer interests. With this 
publication, Dr. Silkman has gifted us with perhaps his most important work to date, a fact-based 
energy and technology analysis demonstrating how Maine, the most fossil-fuel reliant of the United 
States (other than remote Alaska and Hawaii), can practicably reach zero carbon in energy use by 2050 
without any increase in societal energy costs. The product of two years of modeling and technology 
assessment, Dr. Silkman’s study shows possibility where many had assumed political and economic 
impossibility and therefore had not acted. This is an enormous contribution to the conversion of modern 
economies to carbon neutrality. Yes, leadership and disciplined decision-making will be essential, but 
the common presumption of futility and then hopelessness when confronting the vast challenge of 
the climate crisis are demonstrably no longer justified, if they ever were. No, it won’t be easy, but the 
anticipated climate-driven war between rich and poor, believers and non-believers in climate risk need 
not prevent consumers and governments from acting. Dr. Silkman’s analysis is an historic contribution to 
the climate policy effort, and to the common good. 

Tony Buxton 
Co-Chair, Climate Strategy Group
Preti, Flaherty, Beliveau and Pachios. LLP
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1

I begin with two questions. The first is why 
does Maine need an energy policy? The second 
is why does it need a new one now? With 
respect to the “why”, there are few things that 
are so fundamental to modern societies and 
their economies as energy. While not the most 
important factor of production – I believe that 
title goes to human capital - it certainly ranks 
very high on the list. Energy powers our factories, 
supports the flow of information, heats and lights 
our homes and enables the movement of goods 
and people. If you peel away the outer layers of 
virtually every aspect of society, what you find 
is energy. It is nothing less than the “heart-beat” 
of our modern world. This fact becomes crystal 
clear when we lose access to energy – during an 
electric power outage, when gasoline stations 
run dry during a major storm, when our oil tank 
in the basement runs out in the winter. Without 
energy, our society stops working.

This raises the second question - Why focus 
on energy policy now? The reason is that for 
the first time since the dawn of the Industrial 
Revolution, we have within our power the 
ability to harness unlimited energy resources 
to meet our ever-growing appetite for 
energy use and at the same time to reduce 
CO2 emissions. Further, as I demonstrate in 
Chapters Two and Three, there is a plausible 
pathway that can achieve a transition to an 
economy in 2050 in which total energy use is 
at today’s levels, but total CO2 emissions are 
reduced to zero and total annual energy costs 

(expressed in real dollars) are no higher during 
the thirty-year transition period than total 
annual energy costs have been on average 
since 2000. While this outcome may happen 
through the benign neglect of governments 
and reliance on competitive market forces, 
I do not believe it will do so in the time 
necessary to prevent some of the direst 
consequences of global warming. Instead, 
I believe its timely accomplishment will 
require a steady and concerted effort by all 
countries, states and communities, relying on 
government to create the necessary financial 
incentives and organizational structures to 
accomplish this objective. 

Study after study has demonstrated the 
warming impact that decades of CO2 emissions 
are having on the climate of our planet. Global 
warming has been called nothing short of an 
“existential crisis,” a condition that threatens 
the continued existence of our civilization. 
Ironically, the very scope of the crisis means 
that whether Maine acts to reduce its CO2 
emissions is essentially irrelevant. Maine’s 
annual CO2 emissions of roughly 20 million 
tons represents about 0.05% of the 40 billion 
tons of CO2 emitted annually world-wide. 
Nevertheless, for Maine to do nothing is 
unacceptable. As I discuss in the concluding 
chapter, where collective action is necessary to 
solve a problem, actions must be undertaken 
collectively, whether voluntarily or through 
coercion and/or compulsion. 

Introduction1.0| 

Introduction & Overview

Chapter 1
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My purpose here is to identify and evaluate 
in detail what actions Maine might take 
to eliminate CO2 emissions, and what 
consequences these actions would be 
expected to have within Maine. While my focus 
is on Maine (and occasionally where useful on 
the United States), my analyses are done within 
the context of similar types of actions taken 
individually as part of the broader collective 
actions required by the other New England 
states, by the United States and, indeed, by the 
rest of the world. 

Most of the energy used today in the U.S. and 
across the world to power economies is created 
by burning fossil fuels, primarily coal, oil distillates 
and natural gas. This, in turn, is impacting our 
planet’s climate and polluting the air we breathe. 
With every dollar of Gross Domestic Product 
produced, our environment suffers further 
degradation, and our long-term outlook is more at 
risk. We dare not slow economic growth rates for 
fear of impacting the health of our economies and 
prosperity of our nations; yet, current conditions 
are not sustainable.

Maine is not immune to these conditions. 
Indeed, it could be argued that to understand 
Maine, we must understand energy. From 
the wind captured by the sails of merchant 
vessels, to the harnessing of our rivers to 
power our factories, to the burning of our 
immense forests to heat our homes, the story 
of Maine is very much the story of our ability 
to use energy. Maine’s development patterns 
reflect the ability to capture and use energy, as 
settlements sprang up first along our coast and 
then at major falls on our great rivers. These 
settlements, in turn, spawned their own suburbs 
in the 20th century, supported in large part 
through plentiful and inexpensive oil. During this 
entire time, Maine’s unstated energy policy was 
quite simple - use as much energy as it could 
afford to promote the economic well-being of 
its residents and businesses.

Two events brought home the central role 
of energy in the economy and the need to 
pay more attention to Maine’s energy sector. 
The first was the rapid rise in oil prices that 
triggered the economic crises in the 1970s. 

In less than a decade, Maine’s economy and, 
indeed, the U.S. economy and economies 
around the world, lost their footings, as they 
were battered by inflation, unemployment 
and stagnation. Energy could no longer be 
ignored. In what may best be described as the 
largest peace-time energy policy and planning 
effort in our history, our focus at all levels of 
government turned to energy, resulting in 
the establishment by President Carter of the 
cabinet level Department of Energy, followed 
by similar efforts in many of the states, 
including Maine.

The second event was the environmental 
movement. By the early 1970s, the consequences 
of unchecked energy use focused attention 
on the harms created to our country’s rivers, 
groundwater and air quality from the production 
and use of energy. This led to the passage of 
clean air and clean water acts at the national 
level and improved environmental monitoring 
and more stringent permitting standards in 
many states, including Maine. One approach to 
reducing pollution was simply to use less energy 
through energy conservation. This objective 
was realized through legislation and regulations 
focused on improving efficiencies, such as 
automobile mileage standards, more energy 
efficient building codes and appliance efficiency 
standards. 

Interestingly, by the time these policy efforts 
got into full swing, energy conditions had 
reversed. The rapid rise in energy prices in the 
1970s was followed by an equally rapid fall in 
real energy prices through the 1980s. At the 
same time, expansionary efforts to correct the 
effects of stagnation in the world’s developed 
countries were beginning to bear fruit, leading 
to increases in energy consumption to support 
expanding economic activity. A full-scale 
push was on to find new sources of oil and 
natural gas to support not just the economic 
expansion of western economies but also the 
rapid industrialization of China, the so-called 
Asian Tigers, India and other less developed 
countries across the globe. The use of energy 
was once again encouraged, albeit within the 
confines of tightened regulations to protect 
critical natural resources and the environment. 
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This pedal-to-the-metal approach to energy use 
began to be challenged, as the threat of global 
warming due to increased concentrations of 
CO2 in the atmosphere became more widely 
accepted. Initially, the threat of climate change 
was addressed through efforts to protect forest 
lands to absorb CO2 from the atmosphere and 
through conversions from coal and oil to natural 
gas – the so-called “clean energy alternative”. 
The latter was facilitated by the revolutionary 
drilling technology called “fracking” that 
unleashed huge quantities of natural gas at very 
low prices and by efforts to develop liquefaction 
facilities to move large-scale geographically 
trapped natural gas resources to countries in 
need of energy. 

Today, the threat to our environment is being 
addressed through the development of 
renewable generation technologies, specifically 
wind and solar. These have been fueled by 
astonishing advancements in technology and 
manufacturing processes that have reduced the 
cost of generating electricity to the point where 
these alternatives are now cost competitive with 
fossil fuel generation in much of the world. 

The central feature of my proposed new 
energy policy is the proposition that Maine can 
achieve a transition to an essentially carbon-
free economy by 2050 without increasing the 
annual amount it spends on energy or reducing 
the total amount of energy it consumes. To 
accomplish this, Maine must transform its 
use and production of energy. This requires 
that Maine convert its heating, industrial and 
commercial process and transportation sectors 
from using fossil fuels to using electricity. 
This conversion is sometimes referred to as 
beneficial electrification.2 I show how reasonable 
adoption rates of electric vehicles, heat pumps 
and industrial and commercial processes can 
achieve the first part of this transformation 
over the next thirty years.

2 A good working definition is Beneficial Electrification (or 
strategic electrification) is replacing direct fossil fuel use 
(e.g., propane, heating oil, gasoline) with electricity in a 
way that reduces overall emissions and energy costs. This 
can include, for example, switching to an electric vehicle 
or an electric heating system – as long as both the end-
user and the environment benefit. (http://www.eesi.org/
projects/electrification) 

Second, producing the electricity to support 
beneficial electrification requires the 
development of zero-carbon, renewable energy 
generation on an unprecedented scale. For 
Maine, I estimate that this requires investing 
an average of $2 billion a year for the next 
thirty years in new solar PV, on-shore and off-
shore wind and battery storage systems and in 
expansions to the electric grid to accommodate 
the increased use of electricity and the 
interconnection of thousands of new distributed 
and utility-scale generating plants within the 
state. Together, beneficial electrification and 
renewable generation will result in the deep 
decarbonization of Maine’s economy – achieving 
essentially zero-carbon emissions by 2050.3 This 
need not and cannot be just an aspirational goal. 
Instead, I identify a pathway for achieving this 
result without increasing total annual spending 
on energy and propose a series of policies that 
facilitate its achievement. I put forward this 
conclusion as the foundation of a new energy 
policy for Maine.

Energy is what economists call an 
“intermediate good”. It is not generally 
consumed as an end product; rather, it is used 
in the production of goods and services that 
are consumed by residences and businesses 
in the economy. The gasoline in our tank 
enables us to move from one place to another; 
the wood we burn in our stoves heats our 
homes; the natural gas that is used by a 
generator produces electricity which is then 
used to power our society; the electricity that 
is used in our factories and offices results 

3 I have chosen the year 2050 to be consistent with 
most U.N. IPCC studies that identify this year as the year 
the world needs to eliminate CO2 emissions to prevent 
the more severe consequences of global warming from 
occurring. See Global Warming of 1.5°C: An IPCC Special 
Report on the Impacts of Global Warming of 1.5wC Above 
Pre-Industrial Levels and Related Global Greenhouse Gas 
Emission Pathways, in the Context of Strengthening the 
Global Response to the Threat of Climate Change, Sustain-
able Development and Efforts to Eradicate Poverty, United 
Nations Intergovernmental Panel on climate Change, Octo-
ber 2018. https://www.ipcc.ch/sr15/

Fifty Years of Maine’s 
Energy Policies1.1| 
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in the production of valued goods and 
services. Because energy is an intermediate 
good, its value is determined by the results 
of its use. This means that all policies that 
are designed to impact energy use must be 
evaluated on both the direct impact they 
have on energy production and consumption 
and on the indirect impacts they have on the 
consequences of the production and use of 
that energy.

I believe that there are three aspects of the use 
of energy that are overarching and therefore 
should be the ultimate targets of energy 
policies. First, energy is used to produce 
goods and services that we value and that we 
consume. The higher the value of the goods 
and services that are produced from each 
unit of energy used in their production, the 
better off we are. Second, while energy is an 
intermediate good, in order to use energy, we 
must first purchase it. We must spend money 
to obtain energy. The more energy we obtain 
for a given amount of money spent, the better 
off we are. Finally, when we use energy we 
often create emissions that may be harmful 
to our health or to the environment. These 
are called environmental externalities, and 
include CO2 emitted during production (and 
the climate impacts of atmospheric CO2) as 
well as such things as incidences of asthma, 
waste water discharges into rivers, methane 
leaks into the atmosphere and particulates that 
are emitted into the air. The more energy we 
are able to use for each externality we produce 
through its use, the better off we are.

I refer to these three measures - (a) the amount 
of useful economic output per btu of energy 
input, (b) the amount of btus of energy that 
can be obtained per dollar spent on energy and 
(c) the amount of btus of energy that can be 
used per pound of CO2 emitted, as “Conversion 
Efficiency”, “Production Efficiency” and 
“Externality Efficiency”, respectively, and define 
each more precisely as follows:

• Conversion Efficiency is the rate at which 
the overall economy converts energy 
into useful finished goods and services. 
I measure the numerator as real Gross 
Domestic Product (“GDP”) and the 

denominator as millions of btu (“mmbtu”). 
The higher the ratio, the better is the 
Conversion Efficiency.

• Production Efficiency is the rate at which 
dollars spent on energy are converted 
into energy btus. The more btus per dollar 
spent on energy, the higher the Production 
Efficiency. The numerator in this measure 
is the number of btus of energy used; the 
denominator is the total amount spent on 
energy.4 

• Externality Efficiency is the number of btus 
of energy that are produced per pound 
of CO2 emitted into the atmosphere. The 
fewer pounds produced per btu of energy 
consumed the better. The numerator is 
the number of btus of energy used; the 
denominator is the total CO2 emissions 
from this energy used.5

I am able to create these three efficiency 
measures from U.S. Department of Energy’s 
Energy Information Agency (EIA) state-level 
energy data extracted from its State Energy 
Data System or SEDS datafiles. This data 
provides a consistent historical record of 
energy use for each of the fifty states and for 
the District of Colombia. I have focused on 
Maine, Massachusetts, New Hampshire and 
the U.S. for comparison purposes. 

There are certainly other factors that impact 
policies related to energy. For example, for 
the past forty years our national policy has 
emphasized energy independence – the 
concept that energy produced in the United 
States is preferred to energy that is produced 
overseas and imported into our country. A 
second example is resiliency. The U.S. Strategic 
Petroleum Reserve is a government funded 
stockpile of oil that can be called upon in 
emergencies to provide energy to critical 
sectors of our economy. Yet another example is 
equity – the need to ensure that the basic needs 

4 This is the inverse of the price of energy. I use the 
inverse so that a higher value of this measure is better 
than a lower value.

5 Because the overwhelming factor impacting the earth’s 
climate is CO2 in the atmosphere, I have limited my focus to 
CO2 and not addressed other environmental externalities.
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of our citizens are met through programs like 
the Low-Income Heating and Energy Assistance 
Program. While these are important issues, I 
believe they are less fundamental to the role 
played by energy use in our economy than are 
the three measures noted above. If Maine is 
successful in achieving better performances 
in the three measures noted, the result will be 
higher income and wealth levels and lower 
environmental pollution levels and therefore 
more resources to devote to accomplishing 
these other objectives. Accordingly, I focus 
here on these three measures in evaluating how 
Maine has performed over the past half century.

To gauge Maine’s performance, I examine how 
these three measures discussed above change 
over time and change in comparison to other 
states and the U.S. as a whole. The results 
for each of these performance measures are 
shown in Figures 1-1 through 1-3.

Figure 1-1 shows Conversion Efficiencies. 
Maine is clearly lagging the rest of the country 
and is well behind both New Hampshire 
and Massachusetts on this measure. In part, 
this reflects the fact that Maine’s underlying 

economy is more energy intensive than its two 
New England counterparts. Beginning in the 
late 1970s at the height of the energy crisis, 
the economies of these states and especially 
Massachusetts began the process of moving 
from more energy intensive activities to higher 
value service sectors. Maine’s economy lagged 
in this transition. Maine is achieving less than 
half the economic value as Massachusetts for 
each mmbtu of energy consumed and lags 
well behind New Hampshire and the rest of 
the country. This would be less of a concern 
if energy were very cheap in Maine compared 
to elsewhere, but as shown in the next exhibit, 
this is not the case. 

Figure 1-2 provides a comparison of 
Production Efficiency across the same 
jurisdictions. Since this measure is in effect 
the inverse of the price per mmbtu and since 
all three New England states are in essentially 
the same energy markets, we would expect 
their performances on this measure to be 
very similar. While New Hampshire and 
Massachusetts are in fact virtually identical on 
this measure over the entire period, Maine’s 
experience is quite different. From 1970 through 

FIGURE 1-1 | Conversion Efficiency – Real GDP per mmbtu of Energy Used
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the early-1990s, Maine looks very much like the 
country as a whole and much less like its New 
England neighbors. However, beginning in the 
mid-1990s this situation changed, as Maine’s 
Production Efficiency fell more rapidly than 
the nation’s fell. Today, Maine looks the same 
as Massachusetts and New Hampshire, and 
all three states lag the U.S. on this measure 
of performance. Whatever energy price 
advantages Maine had through the 1980s have 
disappeared. The consequences of this have 
been seen in the fates of Maine’s most energy 
intensive industries.

Maine’s performance vis a vis the country with 
respect to Production Efficiency suggests that 
its policy of encouraging more widespread use 
of native renewable energy resources did not 
have an appreciable impact on energy costs. 
Throughout the 1980s and into the mid-1990s, 
the rate at which Maine was able to convert 
expenditures on energy into usable energy btus 
mirrored the nation and was well above that of 
other states in New England. 

Beginning in the mid-1990s Maine began 
to diverge from the nation on this measure 

and move toward Massachusetts and 
New Hampshire. There were three policy 
changes that caused this shift. First, new 
federal policies were implemented that 
required electric utilities to provide open 
access to their transmission grids to non-
utility generators, thus facilitating open and 
competitive wholesale markets for electricity. 
Second, the New England states responded 
to this shift in federal policy by establishing 
a region-wide organization, ISO-NE, and new 
market rules governing the operations of 
electricity transmission and the wholesale sale 
of electricity. Finally, Maine restructured its 
electric utilities by requiring them to divest 
their electric generating assets. The intended 
effect of these changes was, in the words of 
Tom Welch, former chair of the Maine Public 
Utilities Commission, to ensure that electricity 
prices in Maine converge to national prices, 
so that Maine will never be an outlier when it 
comes to energy prices.

Figure 1-2 shows that this intent has been only 
partially realized. Maine energy prices have 
converged to those in New England. There 
is now no longer any significant difference 

FIGURE 1-2 | Production Efficiency – mmbtu of Energy per Real Dollar Spent
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between how many btus can be obtained 
per dollar spent in Maine vs. Massachusetts 
vs. New Hampshire. However, while energy 
prices have converged across New England, 
the gap between Production Efficiency in New 
England compared to the rest of the country 
has remained, and the graph suggests that it 
may widen in the future. The primary reason 
for this is natural gas. The divergence between 
continental prices for natural gas on the one 
hand and worldwide prices for oil and LNG on 
the other, combined with the lack of adequate 
natural gas pipeline infrastructure to deliver 
U.S. natural gas supplies into New England are 
keeping Production Efficiency in New England 
low relative the nation as a whole.

The third measure – Externality Efficiency – is 
shown in Figure 1-3. This graph shows that 
Maine and the other two New England states 
have performed far better than the U.S. as a 
whole. The early portion of this separation 
occurred during the 1970s and 1980s when the 
oil embargoes and rapid price increases led 
to a shift to coal across most of the country. 
The more recent portion of the separation of 
New England reflects the shift to natural gas, 

especially in the electric generation sector and 
to increases in renewable energy. Relative to 
the rest of the country, New England produces 
about 6% more energy btus for the same 
amount of CO2 emissions.6 

The changes noted above in each of these 
three efficiency measures reflect to some 
degree the influences of Maine energy policy. 
Maine’s first major energy policy initiative 
during this period followed the energy 
crisis in the 1970s that was triggered by oil 
embargoes that led to rapid price increases. To 
respond, Congress adopted the Public Utilities 
Regulatory Policy Act or “PURPA”.

6 Energy btus in Figures 1-1 through 1-3 are accounted for 
in the state in which primary energy sources are consumed. 
This can create anomalies when, for example, an electric 
generation plant that produces electricity using coal is 
located in one state, but the electricity is delivered into 
other states for final consumption. That state may perform 
relatively poorly on this Externality Efficiency measure by 
being an exporter of coal-fired electricity generation. The 
increasingly regional nature of the U.S. and New England 
electric grids and the movement to competitive wholesale 
markets supported by open access to transmission grids 
has tended to exacerbate the locational mismatch between 
the use of use of primary energy to generate electricity 
and the actual consumption of that energy.

FIGURE 1-3 | Externality Efficiency - Energy btus Used per Ton of CO2 Created
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This far reaching legislation paved the way for 
many changes in the nation’s energy policy, 
but none were as significant as the opening of 
the electric generation market to independent 
power producers through the requirement 
that utilities purchase energy generated by 
non-utility generators at a price equal to the 
utility’s avoided cost of generation – that is, 
at the costs the utility would have incurred to 
generate electricity but for the independent 
power producers. 

In the early 1980s, Maine enacted its version 
of PURPA. Because Maine had hydroelectric 
opportunities that could be developed and 
biomass resources that could be harvested to 
generate electricity, Maine was able to expand 
the share of renewable energy sources in its 
energy sector. This improved its Externality 
Efficiency measure as shown in Figure 1-3.7

The improvement in Externality Efficiency, 
however, had secondary consequences to 
Maine’s economy. One important consequence 

7 The increase in the proposed number of plants to use 
Maine’s forest and biomass resources to generate electricity 
led the then chair of Maine’s Public Utilities Commission to 
characterize Maine’s energy policy as “Burn Maine first.”

that emerged from Maine’s adoption of 
PURPA was the development of large-
scale cogeneration at many of Maine’s 
major paper mills. Because the value of the 
electricity generated in these cogeneration 
plants was higher than the cost to generate 
the electricity, the result was a reduction 
in the effective price of energy for these 
mills. This new cost reduction extended the 
operations of some of these mills longer than 
would otherwise have occurred. This was a 
contributing factor to Maine’s relatively poor 
performance with respect to Conversion 
Efficiency, as Maine retained many of its most 
energy intensive industries longer than other 
states in the region. Maine’s energy policy 
of requiring electric utilities to purchase 
electricity generated by independent power 
producers at the utility’s avoided costs altered 
the underlying cost relationships for these 
companies, thus impacting their management 
and operational decisions.

Figure 1-4 provides a chart showing how 
Maine has performed across all three measures 
compared to Massachusetts, New Hampshire 
and the U.S. since 1970. This chart uses the 

FIGURE 1-4 | Overall Comparison of Energy Performance Since 1970

0

0.5

1

1.5

2

2.5

19
70

19
72

19
74

19
76

19
78

19
80

19
82

19
84

19
86

19
88

19
90

19
92

19
94

19
96

19
98

20
0

0

20
0

2

20
0

4

20
0

6

20
0

8

20
10

20
12

20
14

20
16

P
e

rf
o

rm
an

ce
 M

e
as

u
re

Year

Performance - National Average in 1970 = 1

ME

MA

NH

US



9

simple average of the relative performances 
on the three measures – Conversion Efficiency, 
Production Efficiency and Externality Efficiency 
– as the overall measure of performance. Using 
the simple average gives each measure equal 
importance. This is a simplifying assumption, 
but absent any compelling argument to more 
heavily weight one or two of the measures, 
I believe it is reasonable. The base for this 
comparison is the value of this measure in 1970 
for the U.S. I set this value equal to 1.00 as a 
benchmark.

The results show that national performance 
on this aggregated measure has been varied. 
Relative to the value of this measure in 1970, 
national performance fell during the energy 
crisis in the 1970s, rose consistently from 1981 
through 1999, fell again during the first part of 
this decade to a low during the great recession 
in 2008 but has since ridden the fracking wave 
to return to its starting point.

Throughout this entire 45-year period, Maine’s 
performance has been below that of the nation 
and somewhat less volatile. Maine was not as 
impacted as the country by the energy crisis 
during the 1970s and did not rebound from 
that crisis as robustly as the country over the 
two-decade period that followed. Since 2000 
Maine’s performance has generally tracked that 
of the country, although it may be important 
that the gap has widened over the last four 
years shown. Like the nation, Maine ended 2016 
up slightly from where it began in 1970.

The experience of our neighboring states 
has been very different from Maine’s. New 
Hampshire began at the same level as Maine 
in 1970 at about 90% of the value of the U.S. 
Since then, however, New Hampshire has 
outperformed Maine, tracking much closer 
to the performance of the country. By 2016, 
New Hampshire’s performance is almost 
25% higher than the country and about 35% 
higher than Maine. 

The Massachusetts experience is even more 
profound. Beginning at the same level as 
the U.S., its relative performance had almost 
doubled by the late 1990s before declining 
precipitously during the early 2000s. Even with 

this decline, however, by the end of this period, 
its performance was 50% higher than the U.S. 
and 67% higher than that of Maine. The principal 
driving factors for this inter-state differential is 
the more pronounced conversion of first the 
Massachusetts and then the New Hampshire 
economies away from energy-intensive 
manufacturing and toward the high-end service 
sectors – finance, insurance and real estate.

Over the past 45 years, during periods of high 
and low energy prices, economic expansion 
and contraction and tightening and relaxing of 
environmental regulations, the net result of the 
sum of all Maine’s various energy policies and 
initiatives has been to leave Maine no better or 
worse off relative to the nation as a whole with 
respect to the average of three key indicators 
of energy sector performance. Put differently, 
to the extent that the objectives of Maine’s 
energy policies have been to increase - relative 
to the nation and peer states - the amount of 
economic value obtained for each btu of energy 
used in the economy, to increase the number of 
btus of energy available for each dollar spent on 
energy and to increase the amount of energy 
btus that can be produced for each pound 
of CO2 emissions created, the results of these 
policies are indistinguishable from the results of 
the policies adopted by the country. 

Over more than four decades spanning 
seven gubernatorial administrations, three 
of which were Democrats, two of which 
were Independents and two of which were 
Republican, Maine has been less adept at using 
its energy btus to produce high-value goods and 
services and has lost its relative energy price 
advantage compared to its neighboring states. It 
is only in the area of reduced air emissions that 
it has achieved success. This track record raises 
the question of whether beneficial environmental 
outcomes can only be achieved at the expense 
of higher energy costs that have damaging 
effects on Maine’s economy. 
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The remainder of this report examines this 
question. I do this by focusing on what it 
would take to achieve deep decarbonization 
of Maine’s economy and near zero carbon 
emissions in Maine by 2050. The next chapter 
defines what such an end state might look 
like in 2050, and how much energy would 
cost, assuming deep decarbonization is 
achieved through a combination of beneficial 
electrification of virtually all Maine’s economic 
sectors and the development of renewable 
energy resources to meet the much higher 
electric energy demands. I conclude that a 
plausible end state exists in 2050, in which 
total CO2 emissions are reduced to zero, but 
total annual energy costs (expressed in real 
dollars) are no higher than total annual energy 
costs have been on average since 2000.

Having defined such a plausible end state in 
2050 in Chapter Two, Chapter Three focuses 
on the transition from the state of Maine’s 
energy sector today to that end state in 2050. 
I show that under reasonable assumptions 
regarding (a) the rate at which various 
economic sectors transition from the use of 
fossil fuels to becoming 100% electric, (b) the 
rates at which renewable energy resources 
are developed and (c) the price curves for 
all forms of energy over the period 2020 – 
2050, the transition can be accomplished. 
Further, I show that it can be accomplished at 
essentially the same annual energy costs each 
year over the thirty-year period as the annual 
energy costs Maine has incurred to meets its 
energy requirements since 2000. These results 
demonstrate that there is a plausible pathway 
to achieve the transition of Maine’s economy 
to an essentially carbon-free economy by 
2050 that will not impose financial burdens on 
Maine’s residents and businesses. 

The pathway defined in Chapter Three 
illustrates that a fundamental aspect of deep 
decarbonization that is achieved through 
beneficial electrification and renewable energy 
resources development is the substitution of 
capital in the form of significant investments 

in electricity generation, transmission and 
distribution plant and equipment for operating 
costs in the form of fossil fuel and maintenance 
costs. This conversion can only occur if vast 
amounts of capital can be drawn to the 
energy sector. This, in turn, can only occur 
and impose no financial burdens on energy 
consumers if the price of that capital is low. 
Chapter Four focuses on the magnitude 
of these capital flows and defines a new 
organizational structure – the Maine Electricity 
Generation Authority – that can achieve both 
requirements. I show that the Maine Electricity 
Generation Authority has the ability to raise the 
capital necessary to finance the development 
of renewable generation resources that are 
required to support beneficial electrification 
and do so at costs that maintain total energy 
costs at their current levels.

Chapter Five sets out a policy framework 
for accomplishing the deep decarbonization 
of Maine’s economy. In this chapter, I offer 
a mixture of general policy prescriptions 
and specific legislation, recognizing that the 
transition to such an end state is a thirty-year 
process, during which the pathway laid out 
will need to be adapted to changes in the 
underlying assumptions I have made and to 
energy conditions more broadly. 

The final chapter offers a few concluding 
thoughts. 

There is no question that from our vantage 
point today, the realization of a carbon free 
economy by 2050 appears an impossible 
task. However, this is always the case with 
transformational events. Only the most 
visionary people in 1850 could have imagined 
the network of railroads in the country by 
1880 and how these would reshape the 
American economy. Very few people in 1910 
thought that by 1950 most of America would 
be electrified. Perhaps even fewer people 
could have imagined that from its initial 
deployment in the late 1970s, fiber optic 
cable would become, as the Royal Swedish 
Academy of Sciences declared thirty years 
later in 2009, “the circulatory system that 
nourishes our communications society” and 
be deployed in an amount that “If we were to 

Overview of 
Chapters Two - Six1.2| 
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unravel all of the glass fibers that wind around 
the globe, we would get a single thread over 
one billion kilometers long — which is enough 
to encircle the globe more than 25,000 
times — and is increasing by thousands of 
kilometers every hour.”8 

In each of these cases, the transformations 
were made possible by three primary factors 
–(i) technologies that were scalable and that 
provided marked improvements over then-
existing technologies, (ii) new organizational 
structures that made possible the raising of 
vast amounts of investment capital and (iii) 
government policies that supported and, in 
some cases, enabled the transformations 
to occur. In combination, these factors 
transformed our society from one economy 
to a very different economy thirty years later. 
These same three factors – technologies, 
capital and policies – will be needed to 
transform our carbon-intensive economy today 
to a carbon-free economy in 2050. This is the 
purpose of my effort – to determine whether 
such a plausible pathway can be constructed 
and to identify what it will take to accomplish 
just such a transformation.

Before turning to this effort at hand, I believe 
that it is important to discuss some of the 
more critical assumptions I am making that 
enable me to look thirty years into the future 
to an economy whose energy underpinnings 
bear very little resemblance to our economy 
today. The first item to emphasize is that I do 
not address inflation. All of the cost, price and 
expenditure figures are expressed in terms of 
today’s dollars. This means that where these 
values do change, the changes are being 
driven by technology or by fundamental 
sectoral changes that impact real prices. These 
cases are limited, and where I have assumed 
them, I bring each such case to the attention of 
the reader. Given the volatility of energy prices 
over the past fifty years, it may appear that this 
assumption is inappropriate. I note, however, 
that while energy prices have been volatile, 

8 Taken from the obituary of Charles Kuen Kao, the father 
of fiber optics. https://www.washingtonpost.com/local/
obituaries/charles-kuen-kao-nobel-laureate-celebrated-as-
father-of-fiber-optics-dies-at-84/2018/09/25/639fe01e-
c008-11e8-be77-516336a26305_story.html?noredi-
rect=on&utm_term=.7a7194f529c5 

the real price of energy has been remarkably 
constant over most thirty-year windows over 
the last 50 years.

A second point I believe important to 
emphasize is that my goal is not to be 
precise about Maine’s energy future. This 
would certainly be a fool’s errand. Rather, 
my objective is to determine whether the 
aspirational goal of a carbon-free Maine by 
2050 can be achieved in a manner that is 
technically feasible, internally consistent 
and reasonably plausible. This should not 
be interpreted to mean that the outcomes I 
identify are in any way predictive of the future. 
In fact, as I note in my concluding thoughts, 
I am far from confident that the scenarios I 
present in the following chapters are probable, 
and indeed, in my more pessimistic moments I 
believe them highly unlikely. 

The third point is that I have modeled a very 
dynamic energy sector in an essentially 
static Maine economy. For all my analyses, 
I assume that the amount of energy Maine 
residents and businesses use in each of the 
next 30 years remains fixed at essentially 
current levels.9 I do not consider changes 
in demographics, changes in housing stock, 
changes in industrial mix, changes in energy 
intensity or changes in government policies 
that could have an impact on energy use. What 
I do impose is the requirement that Maine’s 
economy transition to a zero-carbon emission 
state over the thirty-year period from 2020 to 
2050. As I discuss, this requires a restructuring 
of Maine’s energy sector. Converting the entire 
transportation sector to electric vehicles, 
eliminating natural gas and distillate fuels as a 
source for heating and electrifying industrial 
and commercial processes are certain to 
have secondary impacts that effect energy 
usage and that extend deep into Maine’s 
economy. For example, people may use more 
energy and use it in different forms when the 
environmental externalities from energy use are 
eliminated. Consideration of these secondary 
and tertiary impacts is well beyond the scope 

9 As discussed in Chapter Two, I do allow for increased use 
of electricity associated with increased penetration of air 
conditioning in Maine residences over the next thirty years.
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of my effort. That said, the energy generation 
technologies that are identified as meeting the 
demands of beneficial electrification and deep 
decarbonization can be scaled both in scope 
and breadth and in cost in a near-linear fashion 
up or down to meet decreased or increased 
energy use by 2050. Accordingly, the absolute 
level of energy consumption in Maine will not 
alter the fundamental conclusions of this study. 

Finally, I ask the reader to evaluate my 
analyses and conclusions in terms of technical 
feasibility, internal consistency and reasonable 
plausibility and not against the standards of 
probability (the likelihood of their occurrence) 
or optimality (whether they are the best of all 
possible outcomes). At each step, I ask that the 
reader only judge the reasonableness of each 
assumption, factor or other predicate that I use 
to achieve a zero-carbon Maine economy in 
2050 and a 30-year pathway to achieve that 
outcome. 

Unlike a magician who asks the same of an 
audience but then adds a “trick” intended 
to deceive the audience into believing the 
unbelievable, I have introduced no sleight-
of-hand in the models. My results flow from 
my assumptions and parameters. If my 
assumptions and parameters meet the test of 
reasonableness, then my results will confirm 
the achievability of the aspirational goals 
being adopted by cities and states across the 
country. They say nothing, however, about 
whether those goals will actually be achieved 
and if so, in what timeframe. 
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The best science today tells us that the next 
30 years will be critical if humanity is to avoid 
what will likely be catastrophic consequences 
of climate change and global warming. To 
keep global temperatures from increasing 
2°C, the world needs, at a minimum, to reduce 
annual CO2 emissions to zero by 2050. This 
means weaning society off coal, oil, natural 
gas and the other forms of fossil fuel that are 
deeply interwoven into our economic and 
social fabrics and doing so in a timeframe 
that is unprecedented. There is a growing 
consensus that even this will not be enough 
to stop climate change, and that reversing 
global warming will require more than the 
elimination of carbon-based fuels. It will 
also require removal and sequestration of 
a significant amount of CO2 already in the 
earth’s atmosphere.10 

Through a combination of fuel switching, 
technology enhancements, financial incentives, 
rules and regulations, the United States is 
achieving incremental reductions in CO2 
emissions, despite a growing economy. 
Energy-related CO2 emissions fell to 5,134 
million metric tons in 2017, down from a peak 
annual level of 6,021 million metric tons in 

10 See for example, Elizabeth Kolbert, “Can Carbon-Dioxide 
Removal Save the World?” https://www.newyorker.com/
magazine/2017/11/20/can-carbon-dioxide-removal-save-
the-world and also, The Emissions Gap Report 2017, A UN 
Environment Synthesis Report, https://wedocs.unep.org/
bitstream/handle/20.500.11822/22070/EGR_2017.pdf

2007.11 This is an important accomplishment; 
however, it is woefully inadequate relative to 
what is required to slow and ultimately stop 
global warming. Further, preliminary estimates 
show a 3.4% increase in U.S. CO2 emissions for 
2018, effectively undoing the total emission 
reduction gains in the prior three years.12

Achieving a zero-carbon economy by 2050 will 
require the elimination of carbon-based fuels 
across the entire world economy – a process 
often referred to as “deep decarbonization”. 
A simple stroll along the streets of Portland, 
Maine provides insight into just how daunting 
a task this is. Every smoke stack, every 
chimney, every gas meter, every tailpipe, every 
locomotive, every boat, ship and marine vessel 
represents a point source of CO2 emissions 
that must be either eliminated or converted 
to a non-carbon-based fuel to achieve deep 
decarbonization. As the scope of the stroll is 
extended to other parts of Maine, additional 
point sources of CO2 emerge, including large 
factories, farm and other off-road equipment 
and airplanes, all of which add to the enormity 
of the task.

11 https://www.reuters.com/article/usa-natgas-eia-steo/up-
date-1-u-s-carbon-emissions-seen-at-25-year-low-in-2017-
idUSL1N1J311B 

12 See report issued by the Rhodium Group - https://
rhg.com/research/preliminary-us-emissions-esti-
mates-for-2018/ 

Introduction2.0| 
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Given the current state of technology and 
energy options, deep decarbonization requires 
the electrification of most, if not all, of our 
energy use. This is because electricity can be 
produced using zero-carbon technologies 
such as wind and solar generation.13 This 
zero-carbon electricity can be substituted 
for gasoline and diesel fuels across the 
transportation sector, for coal, home heating 
oil, natural gas and propane to meet the space 
and domestic hot water needs of all sectors of 
the economy and eventually for other carbon-
based fuels used in industrial and commercial 
processes. This wholesale substitution of 
electricity for carbon-based fuels has come 
to be known as beneficial electrification and 
is receiving increased attention in the energy 
literature. Much of this attention is focused 
on the demand-side of the equation - the 
process of converting end-use consumption 
of energy to electricity, e.g., electric vehicles 
(EVs), air source and ground source heat 
pumps. Increasingly, the policy community has 
also begun to focus on the supply-side – the 
sources of zero carbon electricity generation 
that can be developed to meet the increased 
electricity demand in a manner that preserves 
grid reliability.14 This work has highlighted the 
central role that storage must play to enable 
generation to match electricity loads, and in 
particular daily cycling storage to address the 
hourly generation profile of solar photovoltaic 
systems and seasonal storage to meet heating 
requirements in the northern latitudes.

This chapter examines how beneficial 
electrification will reshape electricity usage 
across all sectors of the Maine economy, and 

13 Additional generation options include hydroelectric 
power, geothermal generation, traditional nuclear genera-
tion and nuclear fusion.

14 See, for example, Mark Z. Jacobson, et.al., “A Low-
Cost Solution to the Grid Reliability Problem with 
100% Penetration of Intermittent Wind, Water and 
Solar for all Purposes (Supporting Information),” 
Proceedings of the National Academy of Sciences, 112, 
doi:10.1073/pnas.1510028112, 2015, for an analysis of U.S. 
electrification, and Ram M., Bogdanov D., Aghahosseini 
A., Oyewo A.S., Gulagi A., Child M., Fell H.-J., Breyer C., 
Global Energy System based on 100% Renewable Energy 
– Power Sector, Study by Lappeenranta University of 
Technology and Energy Watch Group, Lappeenranta, 
Berlin, November 2017, for a similar approach focusing on 
world-wide energy requirements. 

what it will require in the form of renewable 
generation, storage and grid expansions 
and upgrades to meet this usage with 
zero carbon emissions. To the best of my 
knowledge, it represents the first attempt in 
Maine to translate the aspirational goal of zero 
carbon by 2050 being advocated through 
local political processes into the real-world 
investments necessary for its achievement.

Section 2 describes the sources of primary 
energy and electricity used in Maine today by 
end-use. I define this as Maine’s energy baseline 
and assume that total energy use remains flat 
through 2050. In effect, I am assuming that 
any increases in total energy use are offset by 
increased conservation and efficiency. Section 
3 calculates how the use of electricity will 
increase significantly by 2050 as different end-
uses are converted from a carbon-based fuel 
to electricity. Section 4 examines a variety of 
different electricity generation configurations 
for meeting 2050 electricity requirements, 
using combinations of zero emission wind 
and solar generation technologies. The total 
amount of storage under each configuration 
that is necessary to balance electricity demand 
and generation each hour over the course of 
the year is calculated, assuming there are no 
imports or exports of electricity from or to 
states or provinces that border Maine. Section 
5 estimates the capital and operating costs of 
these configurations based on projections of 
unit costs for different electrical generation 
technologies and for the required amount of 
battery storage. These costs are converted to 
annual costs and compared to the total annual 
cost (inclusive of fuel) of Maine’s current 
energy usage. Finally, Section 6 provides a set 
of concluding observations. 

Energy is used to support virtually all 
productive activity in Maine. Maine 
communities, residents and businesses use 
energy to produce goods and services, 
heat industrial, commercial and institutional 
facilities and residential dwellings, power 

Where Does Maine 
Get Its Energy Today?2.1| 
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trucks, buses and passenger cars as well 
as airplanes, railroads, marine shipping and 
pleasure boats and to provide traffic, street 
and area lighting. In identifying the sources 
of energy used in Maine, it is important 
to distinguish between what are called 
“primary” energy sources and what are called 
“secondary” energy sources. Primary energy 
sources provide energy directly. These include 
fossil fuels (oil, coal, natural gas, propane), 
biomass (solid, liquid), hydro, nuclear, 
geothermal, wind, tidal and solar. Secondary 
energy is produced using a primary energy 
source. The most significant secondary 
energy source is electricity. For my purposes, 
I focus on primary energy sources net of the 
amounts of these energy sources used in the 
production of electricity plus electricity itself. 
By removing those primary energy sources 
that are used to produce electricity such 
as oil, natural gas, and coal, I avoid double 
counting energy used in Maine.

It should also be noted that there is often a 
difference between where energy is delivered 
to consumers and where it is actually used. 
A good example of this is air travel. When a 
jet fuels in Portland at the Jetport, it typically 
burns very little of that fuel in Maine, yet all 
of that fuel is attributed to Maine. Conversely, 
when a tractor-trailer fuels in New Brunswick, 
Canada and delivers wood products to a 
factory in Massachusetts, most of the fuel is 
burned traveling through Maine, but none of 
the fuel is accounted for in Maine energy use. 

Similarly, there is always some ambiguity 
about who constitutes Maine consumers of 
energy. Energy used by tourists visiting Maine 
and by seasonal home owners is accounted 
for in energy data as Maine energy use even 
though it is not used by residents of Maine. 
Since a significant part of Maine’s economy is 
related to tourism, this can distort measures 
of per capita energy use. 

On a larger scale, Maine’s electricity grid 
is interconnected with the electric grids 
of New England and New Brunswick. This 
allows power to flow relatively seamlessly 
throughout the broader region, such that at 
any given time, consumers in Massachusetts 

may be using electricity generated in Maine, 
while at a different time, Maine consumers 
may be using electricity generated in New 
Brunswick or elsewhere within New England. 
This is reflected in often very large differences 
between the amount of electricity generated 
in Maine compared to the amount of 
electricity consumed by Maine consumers. For 
my purposes, since I am focusing on energy 
use, I use the amount of electricity consumed 
in Maine rather than what is generated within 
the state.

Finally, some energy is not reflected in 
energy statistics. Much of the wood used to 
heat Maine homes is home grown and home 
supplied. Since it is not sold through retail 
markets or reported to government sources, 
it is missed in the tabulation of energy use. 
The same is true for much of the energy 
that is generated and consumed behind 
the customer’s meter. This includes a few 
large cogeneration operations, but also an 
increasing number of residential roof-top solar 
PV generating facilities.

Table 2-1 shows the amount of energy used 
in Maine by energy source and by end use 
sector, as reported by the U.S. Department of 
Energy’s Energy Information Agency (“EIA”) 
for 2016, the most recent year for which final 
data is available. I show usage measured in 
billion btus rather than the usual measures 
of usage such as barrels of oil, gallons of 
gasoline and kWh of electricity. I do this to 
enable easy comparisons across fuels. Total 
energy use is 384 trillion btus, 54 trillion 
(14%) of which represents fuels used in the 
production of electricity.15 

This table shows that transportation is the 
largest consumer of energy, followed by the 
industrial sector and then the residential 

15 I have also included energy sourced from geothermal, 
hydroelectric and nuclear power as these are also prima-
ry energy sources. Only a small portion of this energy is 
not classified as being electricity that is sold to electric 
customers. EIA reports that in 2016 Maine got a very small 
amount of energy from geothermal (72 billion btus) and 
somewhat more from hydropower generated for use be-
hind-the-meter (3,727 billion btus).  
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sector.16 Electricity consumption represents 
a small share of energy use – only about 10% 
of the total. The largest source of energy is 
wood and wood waste (which I will refer to as 
biomass) at just over a quarter of all energy 
used in Maine. About 30% of the biomass 
is used to produce electricity that is sold to 
consumers. A little over half of the biomass 
is used by the industrial sector, primarily to 
provide heat and electricity to the sector. 
About 10% of the biomass consumed in Maine 
is used by the residential sector to provide heat 
in one form or another. 

16 I am not completely confident that all fuels used to gen-
erate electricity in the industrial sector are being accounted 
for correctly in the EIA data. While I expect that most of 
the electricity generated is by cogeneration and used be-
hind-the-meter, it is possible that some is exported and sold 
as electricity in the market. This could introduce a double 
counting problem. In any case, I expect it to be small. 

The second largest energy source is gasoline 
followed by distillate fuel oil. These are used 
primarily to provide transportation and 
heat. Natural gas use follows closely behind, 
although much of the use of this fuel is for the 
generation of electricity for delivery to the 
electric grid. The use of natural gas has grown 
significantly over the past ten years as a result 
of the development of the Portland Natural 
Gas Transmission System and Maritimes & 
Northeast pipelines, combined with the price 
advantage natural gas has held relative to 
distillate oil. Rounding out the fuels used to 
provide heat across all sectors are propane 
and kerosene. Together they account for about 
4.0% of total energy use.

The table shows that very little coal is used in 
Maine, and much of that is used to generate 
electricity. The remaining fuels are aviation 
gasoline and jet fuel, asphalt & road oil, coal 

TABLE 2-1 | Maine Energy Consumption by Energy Source and Sector (2016)

ECONOMIC SECTORS
Resid. Comm. Ind. Transport Elec. TOTALS

Energy Source (Billion btu) (Billion btu) Pct.

Aviation Gasoline 128 128 0.00%

Asphalt & Road Oil 3,704 3,704 1.00%

Coal 421 1,773 2,194 0.60%

Distillate Fuel Oil 30,664 8,201 3,412 28,366 28 70,671 18.40%

Electricity 15,647 13,602 9,815 39,064 10.20%

Jet Fuel 6,524 6,524 1.70%

Kerosene 1,899 183 13 2,095 0.50%

Propane 6,540 6,522 320 66 13,448 3.50%

Lubricants 225 778 1,003 0.30%

Motor Gasoline 1,576 1,152 93,514 96,242 25.10%

Natural Gas 2,642 8,814 19,548 681 22,833 54,518 14.20%

Residual Fuel Oil 271 848 1,251 1,427 3,797 1.00%

Wood/Wood Waste 9,904 3,889 48,763 28,013 90,569 23.60%

67,296 43,058 88,221 131,308 54,074 383,957

17.50% 11.20% 23.00% 34.20% 14.10%

Geothermal Energy 72 72

Hydropower 0 2,972 24,722 27,694

Nuclear Energy 0

72 0 2,972 0 24,722 27,766
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and lubricants. Together, these fuels make up 
about 3% of all energy sources used in Maine.

Table 2-2 shows only those fuels that I include 
in the analysis. I do not include any fuels used 
in Maine for the generation of electricity to 
avoid the problem of double counting certain 
fuels used in the generation of electricity. 

Instead, the category “Electricity” is the 
amount of electricity that is consumed by 
Mainers regardless of where that electricity is 
generated. The table also does not include jet 
fuel and other oil-based energy sources such 
as asphalt and road oil and lubricants. These 
are relatively small amounts of energy for 
which there are no electric-based alternatives 
at this time. In addition, the conversion of 
transportation and industrial processes to 
electricity is likely to reduce significantly the 
quantity of lubricant fuel used.

The table also does not include energy from 
geothermal or hydro facilities located in 
the state. Since these are renewable energy 
sources, I assume that these are not displaced 
through decarbonization, but rather continue 
into the future at their current levels. 

Finally, I have not included biomass in my 
analysis. I assume that whatever biomass that 
is currently consumed for heating and process 
purposes will continue to be consumed over 
the next 30 years, and therefore will not impact 
the analysis of beneficial electrification. I 
further assume that biomass that is currently 
being used to generate electricity in stand-
alone facilities will not be used for this purpose 
in the future, as the biomass plants will not be 
able to produce electricity on a competitive 
basis when all electricity is being supplied by 
renewable energy resources with no fuel costs.

With these adjustments, Table 2-2 shows 
total Maine energy consumption of about 256 
trillion btus of energy a year, only 15% of which 
is electricity.17 Based on data collected and 
reported by the Independent System Operator 
of New England (“ISO-NE”) less than half of 
this electricity consumption derives from zero 
carbon emission generation, including nuclear 
generation. The remaining energy consumed is 
from energy sources that emit CO2 and must be 
converted to electricity for purposes of achieving 
deep decarbonization, as discussed below.

17 https://www.eia.gov/state/seds/seds-data-complete.
php?sid=ME#CompleteDataFile

ENERGY SOURCE CONSUMPTION
(Billion btus)

Coal 421 

Distillate Fuel Oil 70,643 

Electricity 39,064 

Kerosene 2,095 

Propane 13,448 

Motor Gasoline 96,242 

Natural Gas 31,685 

Residual Fuel Oil 2,370 

TOTAL 255,968

0.2%

27.6%

15.3%

0.8%5.3%

37.6%

12.4%

0.9%

Energy Source 2016
(Billion btus)

Coal

Distillate Fuel Oil

Electricity

Kerosene

Propane

Motor Gasoline

Natural Gas

Residual Fuel Oil

TABLE 2-2 | Maine Non-Renewable Energy Consumption plus Electricity Use - 2016
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The consequence of using the energy sources 
shown in Table 2-1 is that Maine’s total CO2 
emissions from energy use is around 20 
million tons per year. This is calculated using 
standard EPA emission factors for the fuels 
shown in Table 2-2, and a value of 500 lbs 
of CO2/MWh as the average emissions factor 
for the ISO-NE electricity grid. It is clear 
that Maine has a long way to go to eliminate 
carbon from its energy mix.

These energy usage levels are aggregate usages 
drawn from state-level data. As one thinks about 
conversion of various end-uses of energy from 
their existing fuels to electricity and then to 
develop generation configurations to provide 
the electricity required to meet total energy 
use using renewable energy, it is necessary to 
break down the above values into their end-use 
components and then further allocate these to 
consumption each hour over the course of the 
year. I describe how I do this for each of the 
energy sources in the following subsections.

2.1.1 | Electricity
The Independent System Operator for New 
England or ISO-NE tracks electricity usage on 
an hourly basis across the New England region 
by load zone and by state. Maine electricity 

usage with the ISO-NE Control Area includes 
all customers of Central Maine Power Company 
and Emera Maine, except those that are in 
Aroostook County and served by what used 
to be Maine Public Service. The load data for 
these customers is available from the Northern 
Maine Independent System Administrator or 
NMISA. In both cases, usage is measured at the 
generator bus and the transmission interfaces 
into and out of each geographic region. The 
usage includes transmission and distribution 
losses on the grid, and is, therefore, the amount 
of electricity that must be generated to meet 
the load requirements of all customers in Maine 
at their respective points of consumption.

Figure 2-1 shows these hourly load levels 
over the course of 8,760 hours in the year 
(2017), beginning on January 1st and ending 
on December 31st. The graph is scaled to 
the range of usage and shown in MW/hour. 
(I adopt this same convention for all energy 
usages in the following sections.) 

Current electricity usage shows some 
seasonality, with winter and summer loads 
higher than spring and fall loads. It also shows 
significant diurnal variation. Loads during 
the overnight periods are typically about 
half what they are during the peak periods 

FIGURE 2-1 | Maine Hourly Electricity Loads - 2017
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in the early evening. Overall, the maximum 
coincidental peak hourly load is 1,961 MW, 
resulting in a system annual load factor of 70%. 
This is a very high load factor – well above 
the national average. This high annual load 
factor is attributable to Maine’s manufacturing 
base in conjunction with low air-conditioning 
penetration in the residential sector and higher 
winter heating requirements, relative to the rest 
of New England and the U.S. as a whole.

2.1.2 | Natural Gas
The development of the Maritimes & 
Northeast (M&N) and the Portland Natural Gas 
Transmission System (PNGTS) pipelines in the 
late 1990s led to the subsequent creations of 
local gas distribution utilities - Bangor Gas, 
Maine Natural Gas and Summit Natural Gas and 
expansion of Northern Utilities (Unitil). These, 
in turn, enabled expanded natural gas usage in 
Maine. EIA reports natural gas use in Maine by 
month for five sectoral end uses – residential, 
commercial, industrial, transportation and 
electric utilities. For my purposes, I have 
used the average monthly natural gas usage 
reported by EIA for the years 2015, 2016 and 
2017. These years are reasonably representative 
of average winter weather conditions in Maine.

Natural gas is used by residential consumers 
to provide space heating and domestic hot 
water. This usage accounts for approximately 
8% of natural gas used in Maine that is not 
used for generating electricity. Commercial and 
industrial consumers use natural gas for two 
purposes – space heating and for process heat. 
Together, they account for 92% of non-electric 
generation natural gas usage in the state. Of 
this total amount, I estimate that about 77% is 
used for commercial and industrial processes. 
A small amount of natural gas is used in the 
transportation sector, primarily to power bus 
fleets. This amount is very small and included 
in the modeling of the electrification of the 
transportation sector.

2.1.1.1 | Heating
Natural gas used for heating purposes is 
highly correlated with ambient temperatures 
and associated weather conditions. The vast 

majority of natural gas used for heating end-
use purposes is consumed during the winter 
months. As noted above, I have defined 100% 
of residential natural gas usage as usage for 
heating purposes (space heating and domestic 
hot water). This ignores gas used for cooking 
purposes. This amount is very small and its 
omission will have de minimus impacts on the 
model results. 

Unfortunately, EIA does not break down 
natural gas usage in the commercial and 
industrial sectors by end use. To estimate 
the amount of monthly natural gas used 
for heating purposes in the commercial 
and industrial sectors, I define 100% of the 
gas used during the months of June, July, 
August and September, when facilities are 
not providing heat due to warm ambient air 
temperatures, as process related use. The 
amount of all monthly usage in the remaining 
eight months of the year in excess of the 
process amounts is then defined as natural gas 
used for heating loads. 

Figure 2-2 shows the monthly natural gas 
heating loads for the residential, commercial 
and industrial sectors, based on the above 
assumptions. The low residential usage 
reflects the relatively low degree of natural 
gas distribution system penetration in Maine. 
Where natural gas distribution systems are in 
place, they tend to be designed for and located 
to serve large end-users. Even where the gas 
pipelines go past or are close to residential 
units, the conversion rate of residences to 
natural gas among those end-users is slow and 
has remained well below 50%. 

2.1.1.2 | Process
I estimate natural gas process loads by 
calculating the average monthly usage 
over the months of June, July, August and 
September for the commercial and industrial 
sectors. This average is applied across all 
twelve months assuming that process loads 
are non-seasonal. The monthly usage levels 
are shown in Figure 2-3. The differences 
across the months reflect only the differences 
in the number of days in each month. Not 
surprisingly, the majority of process load 
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is industrial and generally associated with 
Maine’s largest manufacturing facilities, 
including Maine’s remaining paper mills and 
companies like Bath Iron Works. 

2.1.3 | Distillate Fuels
The primary distillate fuel used for heating and 
process applications in Maine is #2 oil, which 

is often referred to as heating oil. Distillate 
fuels also include propane and kerosene as 
well as Residual Fuel Oil (Resid or #6 oil) that 
is used in non-residential applications. As 
shown in Table 2-2, Maine uses about twice 
as much distillate fuel on a btu basis as it 
uses natural gas for all end uses. The sector 
use of the fuel is heavily weighted toward 
residential usage, since approximately 70% of 

FIGURE 2-2 | Maine Monthly Gas Heating Loads by Sector
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all Maine households use heating oil as their 
primary heating source. Residential usage of 
distillate fuel constitutes about 60% of total 
Maine use, with commercial and industrial 
usage representing 25% and 15%, respectively. 
Unlike natural gas, which is delivered through 
fixed pipelines and where the use of the fuel 
is metered monthly, the only monthly data on 
distillate fuels are related to the delivery of 
the fuels at the wholesale level. This does not 
provide a good match to monthly consumer 
usage. Therefore, I have apportioned annual 
distillate fuels use by month using the monthly 
percentages of natural gas use by sector. I 
then used the monthly percentages for natural 
gas heating and process uses to apportion 
total monthly distillate fuels use into heating 
and process end uses. Since the monthly 
consumption shapes and the relative percent 
to process versus heating in the commercial 
and industrial sectors are assumed to be the 
same as with natural gas, the usage graphs 
would look the same as those presented in 
Figue 2-3 and are not presented here.

2.1.4 | Gasoline & Diesel              
        (Over-the-Road)

Total gasoline and diesel use in Maine for over-
the-road transportation purposes is just under 
93 trillion btus per year. This is equivalent to 
approximately 780 million gallons of distillate 
fuels. It represents 36.1% of all energy used 
in Maine. While there are some monthly data 
available, these data tend to be based on 
point of sale information that is not necessarily 
consistent with actual usage. As I discuss in 
more detail in Section 2.2., I have relied on a 
variety of different data sources to apportion 
this usage by end-use (passenger cars, buses, 
trucks) and by month to measure when the 
fuels are actually consumed.

Considerable effort has been and continues 
to be spent on carbon capture and storage 
technologies and more recently on concepts 

for removing CO2 from the air as a means 
of reducing CO2 to address global warming. 
These efforts have not been able to produce 
any technologies that can work at the scales 
necessary to make an impact on global CO2 
levels in the atmosphere, nor have they been 
able to deliver CO2 emissions reductions at 
anything approaching a reasonable cost. 
On the other hand, passive solar designs 
for buildings reduce heating and cooling 
requirements, solar thermal systems displace 
heating oil and/or natural gas as a source 
of energy for domestic hot water, increased 
vehicle efficiencies and other energy 
conservation efforts reduce CO2 emissions. 
These are all important contributors to 
reducing overall CO2 emissions, but they 
cannot bring us anywhere near zero-carbon.

Given the state of technology today, 
electricity offers the only option for producing 
usable energy at the scale required and 
at reasonable costs without creating CO2 
emissions or other forms of greenhouse gases. 
Further, many end-uses of energy can be 
displaced by equipment or technologies that 
run on electricity and that deliver comparable 
output as oil and natural gas. These 
technologies include electric vehicles in the 
transportation sector, air source and ground 
source heat pumps for space heating and 
various electronic equipment for producing 
usable heat to displace oil and natural gas in 
commercial and industrial processes.

This section focuses on these three end-uses 
of energy to estimate how much electricity 
and during what hours of the year that 
electricity would need to be consumed to 
displace all fossil-based fuels used in Maine for 
these purposes. In all cases and for all end-
uses, the resulting electric loads have been 
grossed up by 8% to account for losses on the 
transmission and distribution grid. 

2.2.1 | Space Heating
Using the methodology for apportioning 
distillate fuels and natural gas use into heating 
and process end uses described in the previous 
section, I estimate that fuels used for space 
heating represent approximately 23% of total 

Beneficial
Electrification2.2| 



22

annual fuel use in Maine. While some Maine 
homes, businesses and institutions are heated 
with wood and wood pellets and some with 
electric resistance heating, most of the energy 
used for this end-use across all sectors are 
distillates (heating oil, propane or kerosene) 
and natural gas.18 Recent advances in air 
source heat pump technologies that enable the 
delivery of heat at lower winter temperatures 
have led to an increase in their use in Maine, 
abetted through promotions by Efficiency 
Maine Trust. Overall penetration remains very 
small, however, as these make up less than 5% 
of total households. 

Ground source heat pumps have been around 
for decades. This technology relies on a 
relatively constant temperature in the ground 
to serve as a source of heat in the winter and 
a sink for heat in the summer. This constant 
temperature allows ground source heat pumps 
to operate at higher efficiencies during the 
winter months than air source heat pumps. 
However, they tend to cost considerably more 
to install, especially where drilling through 
ledge is required for the piping that serves as 
the heat exchanger. 

I make the assumption that by 2050 all 
Maine residential units are converted to air 
source heat pumps and that all commercial 
and industrial facilities switch over to ground 
source heat pumps to meet their heating 
requirements. This assumption is convenient; 
altering the relative percentages of each 
technology in each sector would not change 
total electric usage appreciably. I assume 
that air source heat pumps have a coefficient 
of performance (COP) that is a function of 
ambient air temperatures according to the 
following equation:

COP = (0.025 * T) + 1.75  (1)
(where T is ambient air temperature              
each hour measured in Degrees F)19

18 I assume that all homes, businesses and institutions that 
use wood or wood pellets for heat continue to do so. Since 
these fuels emit no CO2 on a life-cycle basis, they do not 
need to be replaced by electrification.

19 Source: “Natural Gas and Electric Positioning and Gas 
Technology Update,” William E. Liss, gti, Gas Technology, 
May 2017, p. 33.

This means that at a temperature of 50°F the 
COP is 3.0, and the heat pump uses one-third 
the amount of electricity as resistance heating 
would use to provide the same amount of heat.

Based on a general review of the literature, I 
assume that ground source heat pumps have a 
constant COP of 3.5 when providing heat.

As homes and businesses electrify by 
converting to air and ground source heat 
pumps, these heat pumps are replacing 
furnaces, boilers and other equipment that 
burn distillate fuels or natural gas to generate 
heat. I assume that existing residential heating 
systems operate at an average efficiency 
of 82%, commercial systems at 82.5% and 
industrial systems at 85%. The commercial 
and industrial levels are consistent with 
manufacturing specs for new equipment and 
for older equipment that is well maintained. 
The figure for residential heating systems 
reflects actual operating performance across 
all such systems.20 Since the air source and 
ground source heat pumps deliver heat 
directly, the amount of electric energy required 
to provide the equivalent levels of heat 
provided by burning distillate and natural gas 
is equal to the quantity of those fuels used 
multiplied by the average efficiency values 
noted above. I perform the calculation on the 
monthly distillate and natural gas usage levels 
to obtain the equivalent amount of electric 
energy input into air source and ground source 
heat pumps required to displace fossil fuels.

Next, I allocate the monthly distillate and natural 
gas requirements for each end-use sector to 
each hour in the month based on the heating 
degrees for that hour as a percent of total 
heating degrees for the month. I use 2017 hourly 
temperatures for Maine as reported by ISO-
NE. This hourly fuel amount is then converted 
to electricity usage using Equation (1) for 
residential usage and using the COP of 3.5 for 
commercial and industrial usage. This results 
in estimates of the hourly electricity loads that 
would provide equivalent heating for each 

20 Maine Single-Family Residential Baseline Study, NMR 
Group, Inc., submitted to Efficiency Maine Trust, September 
14, 2015. 
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end-use sector to that which is currently being 
provided by combusting distillate fuels and 
natural gas. The results are shown in Figure 2-4.

Not surprisingly, electric load requirements 
for heating purposes are highly seasonal, with 
the highest loads occurring during the winter 
months and on the coldest hours during 
these months. While the total electric load for 
heating end-use purposes of 7,500 GWh is only 
66% of current electricity usage in Maine, the 
peak load is 5,321 MW. This is 2.7 times higher 
than the current peak load of 1,961 MW. This 
results in a low annual load factor of about 17% 
for this end use.

2.2.2 | Non-Space Heating   
        Process Heat
I next compute total electrical requirements to 
convert all process end-uses in the commercial 
and industrial sectors from distillate fuels 

and natural gas to electricity.21 I assume 
that the btus of usable heat from current 
boiler operations is displaced on a 1-to-0.90 
basis for industrial customers and on a 1-to-
0.825 basis for commercial customers by 
btus of electricity. I have no direct means 
of apportioning annual or monthly amounts 
of distillate fuels and natural gas used by 
industrial and commercial customers for 
process purposes into each hour of the year. 

As a proxy for this apportionment, I use 
hourly electricity use in each sector. I assume 
hourly electricity use is correlated to process 
intensity, and thus is a reasonable proxy. For 
the commercial sector, I use an estimate of the 
hourly loads for the small and medium general 
service customers of CMP and Emera; for the 
industrial sector, I use an estimate of the hourly 
loads for the interval customer classes in each 
utility. The results are shown in Figure 2-5.

21 I assume that processes that are currently fueled by 
biomass remain fueled by biomass, as these already meet 
the zero-carbon emissions target.

FIGURE 2-4 | Estimated Hourly Electric Heating Loads by End-Use Sector
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The total annual electricity requirement for 
process loads is just under 12,000 GWh. This is 
roughly the same as current electricity usage in 
the state. The annual peak load for this end-use 
is 2,326 MW – almost 20% higher than current 
peak loads in Maine. As a result, the annual 
load factor of this usage profile is 54%.

2.2.3 | Residential    
            Air Conditioning 
One of the important advantages that heat 
pumps offer residential consumers is the ability 
to operate them in reverse mode to provide 
cooling for interior spaces during summer 
months. Today, while most commercial and 
industrial facilities have air conditioning in areas 
that impact worker productivity, only about 
25% of Maine’s roughly 700,000 residences 
have some form of central air conditioning 
systems or window units.22 As all residences 
convert to air source heat pumps for space 
heat, they will gain central air conditioning as 

22 A survey of households performed on behalf of 
Efficiency Maine Trust in 2015 found that 13 out of the 41 
homes visited in the survey had some form of cooling 
equipment, most of which was room air conditioners. I 
have reduced the percentage to 25% as an estimate of 
the households with full-house air conditioning. “Maine 
Single-Family Residential Baseline Study, NMR Group, Inc., 
submitted to Efficiency Maine Trust, September 14, 2015, at 
page 62. 

a side benefit. This represents a net increase in 
total electricity use by households during the 
summer months.

As noted, approximately 25% of the 700,000 
or so Maine residences have some form of 
air conditioning. For these residences, the 
increased electricity usage due to air source 
heat pumps during the summer will offset the 
electricity use of their existing air conditioning 
systems and thus results in no incremental 
electricity usage.23 For the remaining 75% of 
Maine households, I assume that the average 
air conditioning requirement is for 1,500 sq.ft., 
requiring 2 tons of chiller capacity. The amount 
of electricity required to power these units is 
directly related to ambient air temperatures. 
This relationship can be approximated using 
the following linear equation for ambient air 
temperatures between 70°F and 100°F:

Multiplier = .005 * T – 0.15 (2)
(where T is ambient air temperature each hour measured 
in Degrees F and The Multiplier is multiplied by 4 kW/
hour to obtain predicted energy use based on ambient 
air temperature each hour)24

23 Since heat pumps are more efficient than window AC 
units, these 25% of households may see a reduction in total 
energy use. I do not factor this into the analysis as it would 
be very small in any case. 

24 See for example, https://asm-air.com/airconditioning/
much-cost-run-air-conditioner/

FIGURE 2-5 | Estimated Hourly Electric Process Loads by End-Use Sector
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I assume that no air conditioning is used when 
ambient air temperatures are below 70°F. 

The increase in residential electricity use 
due to increased air conditioning is obtained 
by multiplying the hourly electricity usage 
for this single dwelling unit by the 75% of 
700,000 households assumed to have no air 
conditioning today.

Total annual electricity usage for this end-use 
is 598,000 MWh, virtually all of which occurs 
during the summer months. Peak demand is 
just over 714 MW, which means the annual load 
factor is less than 9.5%. This usage, however, 
is seasonally countercyclical to heating. Even 
though the total usage is small and has itself a 
poor load factor, use of heat pumps to provide 
air conditioning actually improves the overall 
load factor for the grid as the grid expands to 
serve beneficial electrification.

2.2.4 | Transportation
Electrification of the transportation sector 
has been the most visible and most discussed 
component of beneficial electrification in 
the U.S. and around the world. Most of the 
attention has focused on passenger vehicles. 
Increasingly, we are seeing attention spread 
to buses, as electric buses are being adopted 
by cities across the country. We are also 
beginning to see some attention by Tesla 
and Volvo, among others, pushing the sector 
forward with designs and prototypes for 
trucks, including long-haul tractor trailers. The 
speed with which the conversion of different 
classes of vehicles occurs will depend on 
many factors, including the life-cycle costs 
of ownership, the range of travel offered, the 
ubiquity of charging stations and the time it 
takes to recharge vehicles. For purposes of 
estimating the amount of electricity required 
to power the beneficial electrification of 
Maine’s transportation sector, I assume that by 
2050 all passenger vehicles, light trucks, buses 
and trucks in Maine are electric. I also assume 
that annual vehicle miles traveled for each 
class of vehicle remain the same in 2050 as 
today. In addition, I make certain assumptions 
described below about the efficiencies of the 

different classes of motor vehicles, measured 
not in miles per gallon, but in miles per kWh of 
electricity used.

2.2.4.1 | Passenger Vehicles
It is relatively straightforward to convert the 
total annual amount of gasoline and diesel fuel 
used to power passenger vehicles in Maine to 
an equivalent annual amount of electric energy 
required. The difficulty is determining when the 
electricity will be drawn off the grid and stored 
in the battery systems of these passenger 
vehicles. This is necessary to define the hourly 
profile of electricity use over the course of 
the year. To the best of my knowledge, there 
have been no studies of how Maine electric 
passenger vehicle owners will charge their 
vehicles. As a result, I am forced to rely on 
studies from other states and to modify the 
results of those studies to reflect Maine driving 
patterns and weather conditions.

One of the more detailed studies of driver 
charging behavior is a study done by the 
California Energy Commission and released 
in March 2018.25 A major component of this 
study involved the survey of travel behavior 
of households. This survey was used to 
develop a simulation of passenger vehicle 
travel for 1.3 million passenger vehicles across 
California. These results were combined with 
assumptions about the number and location 
of electric vehicle chargers to create hourly 
charging profiles for typical weekdays and 
weekends. I extracted these profiles and 
present them in Figure 2-6.

The study assumes that electric passenger 
vehicle charging is done at four types of 
chargers. The most widely used are Level 
1 (L1) and Level 2 (L2) chargers located at 
each vehicle owner’s residence. This charging 
generally occurs during the evening hours, 
extending into the overnight hours. Some 
amount of charging is done during the day at 
L2 chargers located either at the workplace 
or at public facilities such as parking garages, 
shopping malls, and similar types of locations. 

25 “California Plug-In Electric Vehicle Infrastructure 
Projects: 2017-2025,” California Energy Commission Staff 
Report, March 2018 | CEC-600-2018-001.
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This charging tends to be concentrated during 
morning workday hours for charging done 
at the workplace and during afternoon hours 
at the other locations. Fast chargers that are 
located on highways and other heavily traveled 
routes account for the remaining charging that 
occurs. This charging occurs during the day 
and evening hours. The charging pattern for 
weekdays and weekends is similar, with a few 
notable differences. The first difference is the 
electricity load shape for weekday charging 
is more peaked than for weekends. Second, 
there is less charging done at the workplace 
on weekends. Finally, there is more charging 
done at fast chargers and at public L2 charging 
locations on weekends.

These two graphs can be used to estimate 
the hourly electricity consumption in 2050 
required to charge electric passenger vehicles 

in Maine by applying the results of the 
California Study to Maine. I do this by making a 
number of modifications to reflect differences 
between the two states. First, I scale the 
California results down based on the ratio 
of the number of Maine passenger vehicles 
(928,132) to the number of passenger vehicles 
in the study (1.3 million). Second, I scale the 
results up slightly to reflect the fact that the 
number of miles driven per vehicle in Maine is 
higher than in California. 

Finally, I adjust the results to reflect differences 
in monthly travel in Maine, measured in vehicle 
miles driven per month, and for the fact that 
miles/kWh of electricity consumption tends 
to be lower in Maine during cold months when 
the battery in electric vehicles is called upon to 
provide heat to the passenger compartment. 
With respect to this latter adjustment, I 

FIGURE 2-6 | California Study Results – Electric Charging Profiles for Passenger Vehicles
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assume that passenger vehicles get 4 miles/
kWh during the summer months, 3 miles/kWh 
during the months of January and February 
and somewhere in between for the other 
months. The average miles/kWh over the 
course of the year is 3.60. This is comparable 
to what is reported by owners of the Chevy 
Bolt in New England, but higher than the Tesla 
models achieve today. I use this higher value to 
account for improvements in vehicle efficiency 
over the next couple of decades as more 
and more electric vehicles are produced. The 
adjustments result in total electricity usage of 
about 4.18 million MWhs, with a peak charging 
load of 1,125 MW.

2.2.4.2 | Buses
The Maine Secretary of State reports that there 
are 4,455 buses registered in Maine, 3,000 of 
which are classified as school buses. These 
buses drive over 120 million miles a year. This 
is just under 28,000 miles per bus. I assume 
that the 70% of buses that are school buses 
operate only on weekdays, while the remainder 
operate over the entire seven-day week. This 
translates into an average miles driven per day 
of approximately 100 miles across the entire 
bus fleet. Assuming the average efficiency of 
electric buses is 0.465 miles/kWh,26 the total 
annual electricity use of Maine’s bus fleet is 
calculated to be 280,000 MWhs.

To estimate the charging profile of the buses, 
I assume that each bus charges overnight to 
replenish the electricity used the prior day in 
driving the 100 miles. I further assume that the 
charging occurs during the hours from midnight 
to 5 am, and that the amount of electricity 
consumed is evenly distributed over these five 
hours.27 Finally, I add a round-trip charging 
loss of 12.5%. This is in addition to the 8% loss 
factor applied to grid electricity, generally. The 

26 See, for example, http://www.nrel.gov/docs/fy17os-
ti/67698.pdf, Table ES-1. 

27 This charging schedule will require chargers with the 
capacity to deliver 43 kW per hour of charge. A longer 
charging window is available for school buses. I use this 
shorter 5-hour window to reduce the amount of overlap 
between charging buses and residential charging of pas-
senger vehicles. 

total charging load, including losses, is 340,000 
MWhs, with a peak load of 233 MW. 

2.2.4.3 | Trucks
The category “trucks” includes vans, single-unit 
and combination trucks. It does not include 
pick-up trucks and SUVs, as these are included 
in passenger vehicles. There are about 76,000 
registered trucks in Maine. These vehicles 
logged a total of 1.2 billion miles in Maine in 
2015, for an average of 15,862 miles per truck 
per year. I assume that all trucks operate on 
weekdays, but only 67% of them operate on 
weekends. This results in an average of 50 
miles of travel per day per truck.

To obtain the amount of fuel used, I assume 
that the average efficiency of the current truck 
fleet is 12 miles per gallon, since the ratio of 
van registrations to tractor trailer registrations 
is about 10-to-1. When the heat content of the 
fuel used is converted to electricity, this is equal 
to 0.328 miles per kWh. This is well below the 
passenger vehicle miles/kWh of 3.6 and also 
below the 0.465 miles/kWh assumed for buses.

I next assume that each truck recharges over 
a 7-hour period from 11 pm through 6 am. As 
with buses, I assume that the charging is evenly 
distributed across these 7 hours and that round-
trip inefficiency of the charging/discharging 
cycle is 12.5%. The total amount of electricity 
use by trucks (including transmission and 
distribution losses of 8%) is calculated as 3.7 
million MWh, with a peak demand of 1,622 MW. 

2.2.5 | Total Electricity Use
Table 2-3 provides a summary of the amount 
of electricity that is required to continue to 
power Maine homes and businesses at their 
current levels, plus (a) convert all space 
heating and domestic hot water use in all 
residential, commercial and industrial facilities 
to electricity, (b) extend air conditioning to all 
residential units in Maine, (c) convert all fuels 
used in commercial and industrial processes to 
electricity and (d) electrify our transportation 
sector (passenger vehicles, buses and trucks). 
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The first row of Table 2-3 shows current 
electricity use in Maine. This is referred to as 
Regional Network Service (RNS) loads, in 
keeping with ISO-NE notation. It is measured 
at the generator, so is already grossed-up for 
transmission and distribution losses. Maine 
currently consumes 12,048 GWh of electricity. 
Annual peak demand is just under 2,000 
MW. This provides a good benchmark for the 
generation capacity required plus the size 
of the transmission and distribution system 
necessary to serve current loads across all 
sectors of the economy and all towns in Maine. 
To achieve beneficial electrification requires 
a grid that is capable of transmitting and 
distributing a more than 3-fold increase in 
total electricity usage, plus, more importantly, 
a 5-fold increase in peak loads. As a result, 
total grid utilization falls from a very high 
70% today to about 46.5% with full beneficial 
electrification.

While the total amount of end-use energy 
in the beneficial electrification case is the 
same as current energy use in Maine, the 
conversion of heating, transportation and 
process to electricity reduces the primary 
energy required. As shown in Table 2-3, Maine 
currently uses 260 trillion btus of energy 
net of those fuels I am not including. Of this 
total only 41 trillion btus or 16% is electricity. 
In contrast, by 2050, assuming full beneficial 

electrification, Maine will only consume 
electricity. The amount will be 40,280 GWh 
as shown in Table 2-3. This is just under 140 
trillion btus and represents a 47% reduction in 
total energy used, measure in btus consumed.

Figures 2-7 and 2-8 present the estimated 
hourly loads by end-use over the course of 
a year, assuming beneficial electrification as 
described above. Figure 2-7 presents the results 
for an entire year. Since it is difficult to see daily 
fluctuations in electricity use in Figure 2-7, 
Figure 2-8 provides the same information but 
only for the first week in January.28

These graphs provide useful illustrations of 
just how electricity use changes as Maine 
moves to beneficial electricification. The first 
thing to note from Figure 2-7 is the impact 
of converting heating to electricity. This not 
only increases total electricity use, but more 
importantly it shifts Maine’s peak electricity 
demand to the winter. 

The second thing to note is best seen in 
Figure 2-8 and is the impact of converting 
both process heat and transportation to 
electricity. While process loads tend to be 
relatively evenly distributed over the course 
of the week, the EV charging load shows the 

28 Since this is for the first week in January, there is no 
residential air conditioning load. 

TOTAL 
LOADS

MAXIMUM 
DEMAND

MINIMUM
DEMAND

AVERAGE
DEMAND

CAPACITY
FACTOR

 LOAD TYPE (GWh) (MW) (MW) (MW) (%)

 Current Use (RNS) 12,048 1,961 789 1,375 70.10%

 Total Heating 7,453 4,954 0 851 17.20%

 Residential AC 598 714 0 68 9.50%

 Total Process 11,910 2,512 135 1,360 54.10%

 Total EV Charging 8,272 2,486 102 944 38.00%

    Passenger Vehicles 4,177 1,125 102 477 42.40%

    Buses 340 233 0 39 16.70%

   Trucks 3,755 1,622 0 429 26.40%

TOTAL LOADS 40,280 9,893 1,449 4,598 46.50%

TABLE 2-3 | Summary – Electricity Use by End-Use Sector Under Beneficial Electrification
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FIGURE 2-7 | Total Hourly Electricity Use Under Beneficial Electrification
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effect of assuming that truck and bus charging 
occurs during the overnight hours, while most 
of the electricity used to charge passenger 
vehicles occurs during the evening hours.

The most important thing to note about these 
two figures is the distinct difference between 
daily load cycles and seasonality, especially 
as it relates to meeting these electricity 
requirements with renewable energy. As I 
will discuss in more detail in the next section, 
the daily cycle in Figure 2-8 is on the order 
of 3,000 MW for about 10 or so hours each 
day. If there were no heating loads and if we 
could charge a system of battery storage each 
day and discharge it during periods of high 
demand, the size of the battery storage system 
required would be on the order of 30,000 
MWh. The heating loads, however, create 
strong seasonality in electricity use. As a result, 
the seasonal storage requirement is between 
10 times and to up to 100 times larger than the 
daily storage requirement, depending on the 
type of renewable generation available, as I 
discuss in the next section.

In this section, I focus on a variety of 
renewable electric generation options for 
supplying electricity to meet hourly electric 
loads, assuming full beneficial electrification 
as shown in Figure 2-7. Since a primary 
objective of beneficial electrification is to 
enable deep decarbonization thereby virtually 
eliminating CO2 emissions across all sectors 
of society, I consider only those generation 
technologies suitable for Maine that are 
capable of producing electricity at the scale 
required. These are solar PV systems, on-shore 
wind and off-shore wind. In addition, I have 
assumed that Maine’s existing hydroelectric 
generating plants continue to operate, and 
that their collective energy is delivered to 
meet Maine’s electricity requirements. I do not 
consider tidal, ocean wave or ocean current 
technologies, biomass, nuclear or geothermal, 
as I believe these will remain either politically 
unacceptable, technologically infeasible 

or economically unviable through 2050 
compared to the other alternatives.29

I note that my focus on only Maine-based 
generation resources is an artificial construct 
given the interstate transmission grid that 
enables generating resources located outside 
of Maine to serve Maine load. I have imposed 
this constraint to demonstrate the feasibility of 
meeting Maine electric loads with Maine-based 
zero-emission renewable generation so as not 
to impose on other political jurisdictions any 
perceived negative consequences of achieving 
deep decarbonization. In reality, I would expect 
states to meet as much of their own electric 
loads with distributed energy resources and 
larger-scale utility size plants located within 
their boundaries before relying on imported 
energy flows. 

The four renewable generation technologies 
are “intermittent” – that is, they produce 
electricity when the sun is shining, the wind is 
blowing, or the rivers are flowing. The hourly 
outputs of these technologies over the course 
of the year do not match the hourly electricity 
requirements shown in Figure 2-7. During some 
hours, they will produce too much electricity; 
during other hours, they will produce too little 
electricity. As I discuss below, I assume that 
balancing hourly loads with generation is done 
using battery storage.

I estimate hourly generation for solar PV using 
standard P50 solar conditions for solar projects 
in Maine, scaled to a 23% annual capacity factor 
to account for improved technology over time. I 
expect that most of this generation will be from 
ground-mounted, utility-scale solar PV.30 

29 These same constraints may not apply to other regions. 
In fact, I would expect to see zero-emission renewable 
generation resources developed in other regions consistent 
with the availabilities and relative costs of the underlying 
resources. By omitting nuclear, I am assuming that the re-
gion’s three remaining nuclear plants – Seabrook, Millstone 
I and Millstone II – do not operate beyond the terms of 
their current licenses. 

30 I do not discount rooftop solar PV. If one-third of Maine 
households install solar PV on their roofs and the average 
size system is 6 kW, the total capacity will be close to 2,000 
MW. My modeling of electric loads, energy generation and 
total energy costs treats these units as generation and for 
cost purposes on the same basis as the ground-mounted 

Electricity Supply
Requirements2.3| 
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Hourly on-shore wind generation is estimated 
using P50 wind conditions for western Maine 
and generator performance curves for 3.0 MW 
turbines. The hourly generation is scaled to an 
annual capacity factor of 42.55% to account 
for improvements in wind turbine technology 
likely to occur over the next couple of decades. 
I estimate hourly generation for off-shore wind 
using average wind speed measurements from 
buoys in the Gulf of Maine over a ten-year 
period and the performance curve for new GE 
8.0 MW wind turbines. This results in an annual 
capacity factor of 53.6%, which is in line with 
various industry estimates. Next, I estimate 
hourly hydroelectric generation output by 
using the average annual generation over the 
past 20 years (3,500 GWh). I apportion this 
annual generation to each month using the 
relative percentages of such generation in 
each month to account for the seasonality of 
rainfall and snow melt as well as the extensive 
storage reservoir systems for Maine’s three 

units. To the extent that their installation costs are higher, 
I assume that this cost premium represents non-monetary 
benefits received by the system owners. 

major rivers – the Kennebec, Androscoggin 
and Penobscot. Finally, I apportion the monthly 
totals evenly across all hours in each month. 
This approximates the hourly generation 
distribution under a P50 weather scenario.31

Figure 2-9 shows the percent of total 
electricity generation in each month for each 
of the four generation technologies compared 
to the percentage of estimated 2050 electric 
load in each month. On balance, the generation 
technologies work well together to meet load 
requirements. Both on-shore and off-shore 
wind generate higher percentages of their 
output during the winter season, tracking 
the seasonal distribution of loads. During the 
summer, when wind generation diminishes, 
solar fills in the gap. Hydro is less well-aligned 
with load. While it does produce higher energy 
outputs during the winter, its time of maximum 
production coincides with the spring snowmelt

31 This apportionment does not capture the daily cycling 
capacities of a few of the hydroelectric stations such as 
Harris, Wyman and Williams on the Kennebec River. This is 
a small percentage of total annual generation and does not 
materially affect my results. 

FIGURE 2-9 | Monthly Loads and Generation Output by Generation Type

0.0%

2.0%

4.0%

6.0%

8.0%

10.0%

12.0%

14.0%

16.0%

0.0%

2.0%

4.0%

6.0%

8.0%

10.0%

12.0%

14.0%

16.0%

Ja
n

F
eb

M
ar

A
p

r

M
ay Ju
n

Ju
l

A
u

g

S
ep O
ct

N
o

v

D
ec

Load

Solar

On-Shore Wind

Off-Shore Wind

Hydro



32

when electric loads are relatively low.32 Since 
hydro is meeting only 8% of total loads, this 
mismatch has only a small impact.

The seasonal counter-cyclicity of wind and 
solar helps match generation output to 
loads. However, even with this benefit, wind 
generation exceeds loads during the winter 
months, while solar exceeds loads during the 
summer months. Balancing generation and 
load requires either relying on surplus wind in 
the winter to be stored to meet summer loads, 
surplus solar in the summer to be stored to 
meet winter loads or a combination of both.

To understand the relationship among 
generation technologies, loads and storage 
requirements, I examine three generation 
scenarios. Each generation scenario includes 
hydroelectric generation plus one or more of 
the other three generation types – solar, on-
shore and off-shore wind. Initially, I size the 
capacities of these generation types so that 
their total annual energy generation matches 
total annual electricity usage. Where the 
scenario includes wind as well as solar PV, I size 
the wind equal to what is generally viewed as 
the longer-term capacity that can be built in 
Maine and use solar PV to meet the remaining 
amount of annual electric load. Under each 
scenario, I assume that battery storage is used 
to balance the grid. Thus, during hours when 
the generation exceeds load, surplus electricity 
is stored in batteries. This electricity is released 
during those hours when generation is less 
than loads. I further assume that the battery 
storage units experience round-trip cycle 
losses of 12.5%; that is, in order to obtain 1 MWh 
of energy from the battery, 1.125 MWh must 
be used to charge the battery. This process 
creates a maximum deficit and a maximum 
surplus for battery storage over the year. The 

32 Maine achieves a relatively high capacity factor for 
its hydroelectric generating plants because of upstream 
storage on its major river systems. However, under both 
federal and state clean water regulations, the hydroelectric 
plants must balance energy generation with other public 
benefits such as flood control, fisheries management and 
recreational activities. As hydroelectric generation be-
comes a smaller and smaller component of Maine’s energy 
generation, I expect these other benefits to become more 
significant. This could cause financial pressures on the hy-
droelectric plants due to restrictions on operating regimes 
and increased capital requirements.

amount of storage required to balance the grid 
and meet all electricity requirements is equal to 
the greater of these two amounts. 

In the next section, as an alternative to 
increased storage, I relax the constraint that 
the total generation at nameplate ratings 
must equal total loads. Specifically, I allow for 
overbuilding of wind and solar generation. This 
introduces another tool to balance the grid 
in addition to battery storage. This provides 
the ability to throttle back generation from 
these wind and solar generating plants, i.e., 
dispatching generation off when it exceeds 
loads, in addition to using battery storage to 
balance the grid. 

The first electricity generation scenario I 
examine is one where the full electricity 
requirements shown in Figure 2-7 are met 
with 100% solar PV, beyond what is met by 
hydroelectric generation. At a 23% annual 
capacity factor, Maine needs about 19,860 MW 
to meet total electricity usage of 40.28 million 
MWh a year plus the round-trip losses of the 
battery storage system.33 Figure 2-10 shows 
cumulative loads and generation over the year 
on the left axis. The graph shows the seasonal 
mismatch between solar PV generation and 
total electric load. 

Beginning January 1st, heating loads impose 
electrical requirements well in excess of solar 
generation, resulting in a drawn-down of 
electricity stored in batteries. As spring arrives, 
the situation changes – solar PV generation 
exceeds loads and the accumulated deficit 
slowly turns into a surplus, with electricity 
being stored in the batteries. The surplus 
continues through mid-fall, when storage 
reaches a peak. With the onset of fall, the 
situation changes again, repeating the annual 
cycle. The amount by which generation 
exceeds load at the end of the year is equal 
to the energy lost in charging and discharging 
the battery storage units. The total amount of 
this lost energy is 3.34 million MWhs, which 
represents 8.3% of total annual load.

33 At this stage, I do not include any capacity for reserves 
to meet electricity requirements when some of the solar 
PV units are off line. 
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The state of the battery storage is shown on 
the right axis of Figure 2-10. The curve shows 
the state of charge of the batteries equal to 
zero on January 1st and returning to zero on 
December 31st, net of the cycling losses noted 
above. The maximum deficit over the course of 
the year is about 2.84 million MWh; the peak 
storage level is 3.84 million MWh. The larger of 
the two – 3.84 million MWh, is the size of the 
battery storage system required to support 
meeting Maine’s electric requirements with 
100% solar PV generation.

The second electricity generation scenario 
I examine is one where the full electricity 
requirements are met with a combination of 
the existing hydro, on-shore wind and solar 
PV. I set the capacity of the on-shore wind 
at 3,500 MW. The output from these wind 
generators meets about 31% of the total load. 
The balance that is not met by hydroelectric 
generation is met by 12,845 MW of solar PV. 
Figure 2-11 shows the same load, generation 
and storage curves as Figure 2-10. 

The maximum electricity deficit in this 
configuration is about half that of the 100% 
solar PV scenario, while the peak storage level 
is about 2.45 million MWh. This is because the 
seasonal generation profile of on-shore wind 

is counter-seasonal to that of solar and more 
in line with winter heating loads, as shown in 
Figure 2-9. Therefore, less battery storage 
is required to balance the grid seasonally to 
meet total electricity requirements. This lowers 
total round-trip efficiency losses to 2.2 million 
MWhs, or about 5.5% of total loads.

The third electricity generation scenario I 
examine adds off-shore wind to the mix. I set 
the capacity of the off-shore wind at 4,000 
MW and keep on-shore wind capacity at 3,500 
MW. These two sources generate enough 
electricity to meet 46% and 32% of the total 
electricity load, respectively. The balance not 
met by hydroelectric generation is met by 
2,930 MW of solar PV. Figure 2-12 shows the 
results for this generation configuration.

Because off-shore wind has such a high 
annual capacity factor and has a different 
seasonal profile than both on-shore wind 
and solar PV, the amount of storage required 
is lower than under either of the first two 
options. The maximum deficit is only about 
175,000 MWh; however, the peak storage 
level is still 1.87 million MWh. Total round-trip 
losses are just below 1 million MWhs, or about 
2.4% of total load.

FIGURE 2-10 | Generation Scenario - 100% Solar PV
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FIGURE 2-11 | Generation Scenario – On-Shore Wind Plus Solar PV
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FIGURE 2-12 | Generation Scenario – Off-Shore plus On-Shore Wind plus Solar PV
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Figure 2-13 shows the storage requirements for 
each of these scenarios on the same chart for 
easier comparison. This chart shows the value 
of off-shore wind generation for Maine to meet 
its 2050 electric requirements with renewable 
generation resources. Each MW of off-shore 
wind is equivalent to 2.3 MW of solar PV in 
terms of the amount of electricity generated 
over the course of the year and reduces the 
amount of storage capacity required by 50%.

The electricity storage requirements in all 
three generation scenarios are driven by 
the seasonal nature of electricity loads and 
primarily by the electrification of space 
heating across all sectors of the economy. The 
2 million to 4 million MWh of annual storage 
requirement for these different generation 
scenarios dwarfs any diurnal storage 
requirements that arise from the generation 
profile of solar compared to, for example, the 
charging pattern for EVs. The maximum daily 
storage deficit or surplus over the course of 
the year under the third of the generation 
scenarios presented is approximately 100,000 
MWh. The total storage required to meet this 

maximum diurnal differential is only 5% of 
the total seasonal storage requirement of the 
hydro plus solar PV plus on-shore and off-
shore wind generation scenario.

This result is driven by heating loads and is 
therefore more pronounced in the northern 
climates such as Maine. This means that 
considerations such as when people charge 
their cars or otherwise use electricity over 
the course of the day has only a small impact 
on the amount of total storage required. To 
illustrate this, I changed the behavior of how 
people charge their passenger vehicles from 
the curves shown in Figure 2-6 to a perfectly 
flat charging schedule by distributing the total 
MWh of charging equally across the 24 hours 
of the day. Doing this resulted in a reduction 
of about 2,000 MWh of battery storage in the 
solar PV plus on-shore plus off-shore wind 
scenario. This is a reduction of one-tenth of 
one percent of the total storage requirement 
for that generation scenario.34 

34 I do not model this relationship where winter seasonal 
use is much lower or near zero, as it would be, for 
example, in places like San Diego. In these locations, I 

FIGURE 2-13 | Battery Storage Requirements for Different Generation Scenarios
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EIA reports that Maine spent about $5.44 
billion on energy in 2016. The breakdown of 
this total amount by fuel and by sector is 
shown in Table 2-4. 

Eliminating spending on those fuels not included 
in Table 2-2 and eliminating spending on fuels 
used in the generation of electricity reduces 
this amount to $4.96 billion. Figure 2-14 shows 
this same total (that is, net of those fuels not 
included in Table 2-2 and the amount spent on 

expect that diurnal storage requirements are much more 
important. This means that EV charging schedules will 
have a larger impact on the total amount of battery 
storage required to balance the grid. 

fuels used to generate electricity) for each year 
since 2000. These amounts are expressed in 
2016 dollars. Total spending ranged from a high 
of $8 billion in 2008 to a low of $4.3 billion in 
2001 and averaged close to $6 billion.

In this section, I estimate the costs to Maine 
of the third generation scenario described 
above, where beneficial electrification of the 
transportation, space heating and process 
sectors of Maine’s economy is met through 
a combination of existing hydro, solar PV, 
on-shore wind, off-shore wind and battery 
storage. Table 2-5 presents the assumptions I 
have made about the installed capital costs and 
fixed and variable operating costs of each of 
these technologies in 2020 and 2050, as well 
as the annual revenue required to support the 
capital costs of each. I have assumed that the 

The Costs of Meeting 
Beneficial Electrification2.4| 

ECONOMIC SECTORS

RESIDENTIAL COMMERCIAL INDUSTRIAL TRANSPORTATION ELECTRIC TOTALS

 COMMODITY ($millions) ($millions) ($millions) ($millions) ($millions) ($millions)

Aviation Gasoline - - - 3 - 3

Asphalt & Road Oil - - 37 - - 37

Coal - - 2 - 7 9

Distillate Fuel Oil 488 106 43 493 - 1,130

Electricity 726 482 258 - - 1,465

Jet Fuel - - - 68 - 68

Kerosene 26 3 - - - 28

Propane 158 88 4 1 - 251

Lubricants - - 15 51 - 66

Motor Gasoline - 29 21 1.735 - 1,786

Natural Gas 36 91 146 7 72 352

Residual Fuel Oil - 2 6 7 11 27

Wood & Waste 34 9 110 - 64 218

TOTALS 1,466 810 643 2,366 155 5,440

TABLE 2-4 | Total Annual Energy Costs in Maine

TOTAL ENERGY EXPENDITURES ($millions) 5,440

   less Fuels Used in Electricity (155)

   less Wood & Wood Waste (154)

   less Jet Fuel, Asphalt & Road Oil, Lubricants (174)

4,958
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FIGURE 2-14 | Total Annual Energy Expenditures from 2000 – 2016 (2016$)

*The above cost figures do not include expenditures for fuels used in generating electricity, wood and wood 
waste, jet fuel, asphalt and road oil and lubricants.

INSTALLED CAPACITY COST FIXED O&M

 ASSET UNIT 2020 2050 UNIT 2020 2050

 Existing Hydro ($/kW) $- $- ($/MWh) $20 $20

 Solar PV ($/kW) $1,500 $602 ($kW/yr) $10 $10

 On-Shore Wind ($/kW) $2,000 $2,000 ($/MWh) $10 $10

 Off-Shore Wind ($/kW) $4,000 $4,000 ($/MWh) $20 $20

 Battery Storage ($/kWh) $500 $41 ($kW/yr) $10 $10

 Battery Storage- Round Trip Efficiency Losses 12.5% 12.5%

FINANCING COSTS
Weighted Average Cost of Capital 3.0% 3.0%

Financing Term (Years) 30 30

Debt Service Cost per Million $51,019 $51,019

EFFECTIVE PROPERTY TAX RATE $0 $0 (per thousand of valuation)

TABLE 2-5 | Cost and Financing Assumptions
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installed costs for all generation categories are 
financed through government using a 3% cost 
of debt, as this is the most cost-effective and 
tax efficient way to build out this very significant 
infrastructure. (I discuss this assumption in more 
detail in Chapter Four.) Since all generation will 
be owned by government, I have set property 
taxes equal to zero.35 

I have assumed that the fixed and variable 
operating costs for each generation technology 
are constant in real terms over the entire 30-
year transition period; that is, they change on 
average by an amount equal to the underlying 
rate of inflation in the economy. The costs 
shown in year 2020 for hydro, solar PV and 
on-shore wind are based on cost figures 
provided in the general literature, including 
studies performed by entities such as Lazard, 
the U.S. Department of Energy (EIA and 
NREL), Bloomberg New Energy Finance and 
the International Renewable Energy Agency 
(IRENA). The costs for off-shore wind are based 
on published reports of the Avangrid project 
selected in the Massachusetts solicitation.36 
The battery storage O&M costs are at reference 
prices of around $10/kW-yr. This figure has 
been quoted for daily cycling applications, 
where wear and tear and degradation factors 
are important considerations that need to be 
managed. In my model, most of the battery 
storage capacity is being used to address 
seasonal imbalances between renewable 
generation and electric load involving far fewer 
cycles over the course of the year. This should 
result in lower O&M costs. I have used the $10/
kW-yr. figure to be conservative. 

I have modeled the installed capital costs for 
each of the technologies differently. I have 
assumed that the installed costs of on-shore 
wind remain fixed in real terms over the 
transition period. I posit that any technological 
progress with respect to this technology is 

35 This will certainly be true for off-shore wind, since it will 
be located outside of Maine’s territorial waters and there-
fore not subject to municipal taxation. I present the case 
for exempting all other renewable resource generation 
projects from municipal property taxes in Chapter 5.

36 Bank of America Merrill Lynch Analyst Report – 
Avangrid, issued October 4, 2018. 

given up to cost increases in excess of the rate 
of inflation imposed by permitting authorities 
to mitigate environmental siting issues. 

The assumptions I have made with respect 
to off-shore wind are different, even though 
the net result is the same. I assume that the 
installations during the early years in the 
transition period will be entirely shallow water 
projects similar to those proposed in the 
Massachusetts solicitation. I have modeled 
the installed cost of these projects at $4,000/
kW. This is $500/kW higher than the installed 
costs for the Avangrid bid referenced above. 
Over time, as experience is gained with both 
shallow water and deep-water wind projects, 
I expect to see the installed costs fall as 
the technology matures and the support 
systems are built out to facilitate this type of 
generation. By holding the installed costs at 
$4,000/kW over the entire transition period, 
I am assuming that reductions in the costs 
of shallow water generation will offset the 
higher costs of the small quantity of deep-
water generation brought on by the middle of 
the transition period. By the later years in the 
transition period, when a higher percentage of 
the off-shore wind is deep water generation, I 
expect the costs for this technology to fall to 
the $4,000/kW range. 

I assume continued technological 
improvements in the solar PV and battery 
storage sectors that result in falling real costs 
over the transition period. I model the rate of 
technological progress for battery storage 
systems at 8% per year. This is approximately 
half the rate we have seen over the period 
2010 to 2016 during which costs for lithium-ion 
batteries fell by just under 75%. I use a starting 
value of $500/kWh in 2020. This figure is 
conservative for storage systems that are being 
installed today in combination with solar PV 
or on-shore wind projects. The 8% figure over 
the transition period is consistent with a recent 
forecast of battery system by Bloomberg. 
Bloomberg is forecasting battery cell costs 
to fall to $74/kWh by 2030. Continuing this 
forecasted cost curve to 2050 results in a 
cell cost of $20/kWh. Since the battery cell 
represents about 50% of the costs of the 
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storage system, this would be about $150/
MWh in 2030 and $40/kWh in 2050.37

Since solar PV is a more mature technology 
than battery storage, I assume a lower rate of 
technological progress for this technology at 
3% per year. Starting at a 2020 installed cost 
of $1.50 per watt, this rate of cost decrease 
results in a cost of $0.602 per watt in 2020 
dollars by 2050.

Table 2-6 provides details of the load, 
generation and costs for the third electricity 
generation scenario, which includes both on-
shore and off-shore wind and solar. The table 
shows the amount of generation capacity 
and energy for each technology as well as 

37 See https://data.bloomberglp.com/bnef/sites/14/2017/07/
BNEF-Lithium-ion-battery-costs-and-market.pdf

their average capacity factors. It also shows 
the maximum storage surplus and minimum 
storage deficits required to balance the grid. 
The last column in the table shows the average 
costs of generation for each of the generation 
technologies utilized, expressed as $/MWh. 
The average costs for solar PV and on-shore 
wind are $20 and $37/MWh, respectively. 
These are consistent with where these 
industries appear headed by 2050, assuming 
continued technological advancements in each 
technology and low financing costs of 3%. The 
average cost of off-shore wind is in the range 
of the recent bids received by Massachusetts 
for shallow-water off-shore wind, but well 
above the costs for floating off-shore wind 
like the systems proposed by the University 
of Maine. However, even for floating off-shore 
wind, the $63/MWh value is within the 20-year 

TABLE 2-6 | Energy Costs Under Beneficial Electrification

 TOTAL LOAD/SOLAR+ ON & OFF-SHORE WINED + STORAGE/SCALED

 TYPE UNIT TOTAL LOAD % ENERGY CAP FACTOR

 Load to Serve MWh 40,279,909

 Hydro Generation MWh 3,500,000 8.7%

 Solar Requirement MW 2,930

 Solar Generation MWh 5,918,608 14.4% 23.1%

 On-Shore Wind Requirement MW 3,500

 On-Shore Wind Generation MWh MWh 13,046,246 31.6% 42.6%

 Off-Shore Wind Capacity Requirement MW 4,000

 Off-Shore Wind Generation MWh 18,777,043 45.5% 53.6%

 Maximum/Minimum Storage Deficit MWh 1,872,881 173,562

 TOTAL COST

  TYPE UNIT CARRYING 
COST

FIXED
 O&M

FUEL 
COSTS

PROPERTY
 TAXES TOTAL $/MWh

 Hydro $million - $70 - - $70 $20

 Solar PV $million $90 $29 - - $119 $20

 On-Shore Wind $million $357 $130 - - $488 $37

 Off-Shore Wind $million $816 $376 - - $1,192 $63

 Storage Costs $million $3,916 $6,243 - - $10,159

 TOTAL COST
$million $5,197 $6,778 - - $12,028

$/MWh $128.59 $168.28 - - $298.60
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cost range forecasted by NREL, when a lower 
cost of capital is used.38 The total debt service 
and operating costs in 2050 for these three 
technologies plus hydro, but not including 
storage costs is $1.87 billion a year. This is equal 
to $45.31/MWh.

These costs are only for the generation of 
electricity. They do not include the costs of 
transmission and distribution of the electricity - 
that is, what end-users must pay to the electric 
utilities for “delivery service”. The current 
amount of such costs in Maine for CMP and 
Emera combined is roughly $780 million a 
year.39 As noted earlier, the transmission and 
distribution grid will need to be expanded 
considerably to support the five-fold increase 
in peak loads under beneficial electrification. 
The grid expansion required is moderated 
somewhat, however, because these new 
higher peak loads occur during very cold 
weather conditions when the ratings for many 
of the transmission and distribution system 
components are much higher. Rather than 
a five-fold increase in system size, the net 
increase may be on the order of three and a 
half times the size of the grid today. Assuming 
the expansion is relatively linear with respect 
to costs, a 3.5x increase in costs for this much 
larger grid will cost Mainers about $2.8 billion 
a year in real terms by 2050. Therefore, the 
total cost of the generation components, not 
including the costs of battery storage, plus the 
total cost of the grid is about $4.67 billion. This 
is considerably less than the $6 billion Mainers 
have paid on average each year for all their 
energy requirements since 2000.

The problem is seasonal storage. Assuming 
the cost of battery storage falls to $41/kWh by 
2050 (roughly one-twelfth of the cost today 
for a utility-scale fully installed facility), the 1.87 
million MWh storage requirement represents 
an estimated cost of $76.8 billion. This has 
an annual revenue requirement of about $10.1 

38 See, for example, Musial, Walter (2018), “Offshore Wind 
Resource, Cost, and Economic Potential in the State of 
Maine, NREL/TP-5000-70907, February 2018, Table 4 at 
Page 11, https://www.nrel.gov/docs/fy18osti/70907.pdf 

39 My estimated breakdowns for CMP and Emera are – CMP 
transmission $340 million/distribution $280 million and 
Emera transmission $90 million/distribution $50 million. 

billion, when fixed O&M are included. The 
costs of storage alone are more than twice 
the combined costs of all other components 
of the electric system to meet the electricity 
requirements of beneficial electrification.

What can Maine do about this? First, I note 
that seasonal storage must be sized to 
meet the maximum cumulative difference 
between electric loads and generation over 
the course of a year. This creates an important 
diseconomy of scale. While the costs of 
battery storage systems are virtually linear 
as the amount of such storage increases 
(assuming raw materials are available at 
a relatively constant price), the utilization 
of the battery storage units decrease with 
scale. This is because the first storage units 
are cycled daily to meet diurnal loads and 
generation mismatches; the next set of units 
are cycled over a more limited set of two-to-
three-day periods, for example, in response to 
weather conditions; the next set of units even 
less frequently; and the last set of units only 
once – when they are called upon to meet 
the hour of maximum deficit. Importantly, the 
last two sets of units represent the majority 
of the battery storage capacity. In effect, a 
technology that is very capital intensive is 
being used in an application with a very, very 
low annual load factor, and in the limit, to meet 
one hour out of the year’s 8,760 hours. This is 
not a cost-effective solution. We need to focus 
on solutions with lower capital costs that can 
handle seasonal storage more effectively. 

One option that has been discussed is to mirror 
how we now handle the seasonal storage 
requirements related to the use of natural gas 
to provide space heating. During the summer 
months, natural gas is injected into deep storage 
wells and withdrawn during the winter months to 
meet demands from heating loads. This is done 
very efficiently and at low cost. The same type of 
storage, withdrawals and pipeline systems could 
be developed for hydrogen. The hydrogen would 
be produced using the electricity that would 
otherwise have been put into battery storage. 
This hydrogen would be stored underground and 
released during the heating season to generate 
electricity through fuel cell technologies or 
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simply burned to create space heating or meet 
industrial process requirements. While there 
are some technological hurdles that must be 
addressed to pipe hydrogen, this type of system 
is technically feasible. However, it would also 
be very expensive given the cost and efficiency 
of current electrolysis technologies to separate 
hydrogen from water molecules. It could, 
however, be considerably less expensive than 
the units of battery storage that are cycled once 
over the course of the year to meet seasonal 
requirements, since the electrolysis equipment 
would operate at a high annual load factor.40 

A second alternative is to overbuild renewable 
generation in lieu of adding large amounts of 
battery storage. This will mean that some of 
the renewable generation will operate at levels 
below designed annual capacity factors. This 
may be a less expensive option if the cost of 
renewable generation capacity is sufficiently 
lower than the cost of battery storage.

I turn now to examine how overbuilding 
of generating capacity impacts storage 
requirements and total costs. In an overbuilt 
scenario, it is necessary to dispatch off some 
portion of generation to match annual load 
requirements. Once dispatch of generation is 
permitted, there are countless combinations of 
solar, on-shore wind, off-shore wind and battery 
storage that result in an annual matching of 
total generation with total loads. I look at one 
representative configuration in which I add 
an additional 1,000 MW of off-shore wind, 
reduce the on-shore wind capacity by 1,000 
and increase solar to 7,500 MW. The results 
are shown in Table 2-7. This combination of 
generation would produce 11 million MWh more 
electricity than load if it is operated without 
dispatch at its full capacity factor, 1.1 million 
MWhs of which would meet the round-trip 
efficiency losses of the battery storage units.41 

40 It also has the secondary benefit of enabling renewable 
generation to be located far removed from load centers 
where environmental conditions are more favorable, yet 
not suffer the very high losses associated with the transmis-
sion of that electricity. 

41 This amount of excess energy potential represents a 
form of reserve on the system that can be called upon 
to meet outages of solar and wind generating units. The 
amount of reserve is approximately 25%.

To match generation with load each hour 
and over the course of the year, I need to 
dispatch off certain percentages of each 
generation type (except hydro) each month. I 
made adjustments to these monthly dispatch 
percentages on a trial-and-error basis until I 
reduced the total amount of storage required 
to below 250,000 MWh. 

The overbuilt generating capacity costs more to 
support. Total annual costs increase from $1.87 
billion to $2.07 billion a year, and the annual 
capacity factors fall to 20.5%, 32.0% and 40.0% 
for solar, on-shore wind and off-shore wind, 
respectively. This increases the average costs 
of generation from $45.31/MWh to $49.93/
MWh.42 However, reducing the output of the 
three generation types by different percentages 
during different months over the course of the 
year, results in meeting total electricity loads 
with far less battery storage. 

This is shown in Figure 2-15. This is the same 
graph as Figure 2-13 with the exception 
that a fourth-generation scenario (Hydro + 
Solar PV + Onshore Wind + Offshore Wind 
with Overbuild) is added that incorporates 
overbuilding. The amount of storage in this 
scenario falls from 1.8 million MWh to 230,000 
MWh and shows virtually no seasonality. This 
results in a reduction in storage costs from $10 
billion to $1.26 billion a year, bringing the total 
cost of supplying Maine’s energy requirements 
with 100% zero carbon electricity to $6.13 
billion, inclusive of the costs of storage and 
delivery service. This is very close to the $6 
billion annual average total cost of energy in 
Maine since 2000.43 

42 To put this in perspective, ISO-NE reports that average 
costs (inclusive of energy, capacity and ancillary services) 
in New England were approximately $60/MWh over the 
5-year period from 2012-2016. 

43 This conclusion is consistent with similar findings in other 
studies. One example is a recent report issued by the Energy 
Watch Group. This study found that a global transition of the 
electric generation industry to 100% renewable electricity by 
2050 is feasible, and that the total levelized cost of electrici-
ty (LCOE) in a global average for 100% renewable electricity 
in 2050 is 52 €/MWh (including curtailment, storage and 
some grid costs), compared to 70 €/MWh in 2015. Global 
Energy System Based on 100% Renewable Energy – Power 
Sector, LUT Lappeenranta University of Technology and 
Energy Watch Group, November 2017. http://energywatch-
group.org/wp-content/uploads/2017/11/Full-Study-100-Re-
newable-Energy-Worldwide-Power-Sector.pdf
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FIGURE 2-15 | Battery Storage Requirements (with overbuild)

 TOTAL LOAD/SOLAR+ ON & OFF-SHORE WINED + STORAGE/OVERVBUILD

 TYPE UNIT TOTAL LOAD % ENERGY CAP FACTOR

 Load to Serve MWh 40,279,909

 Hydro Generation MWh 3,500,000 8.7%

 Solar Requirement MW 7,500

 Solar Generation MWh 13,456,815 32.4% 20.5%

 On-Shore Wind Requirement MW 2,500

 On-Shore Wind Generation MWh MWh 7,003,334 16.9% 32.0%

 Off-Shore Wind Capacity Requirement MW 5,000

 Off-Shore Wind Generation MWh 17,512,554 42.2% 40.0%

 Maximum/Minimum Storage Deficit MWh 232,254 222,854

TABLE 2-7 | Energy Costs Under Beneficial Electrification– Generation Overbuild Scenario

 TOTAL COST

  TYPE UNIT CARRYING 
COST

FIXED
 O&M

FUEL 
COSTS

PROPERTY
 TAXES TOTAL $/MWh

 Hydro $million - $70 - - $70 $20

 Solar PV $million $230 $75 - - $305 $23

 On-Shore Wind $million $255 $70 - - $325 $46

 Off-Shore Wind $million $1,020 $350 - - $1,371 $78

 Storage Costs $million $486 $774 - - $1,260

 TOTAL COST
$million $1,991 $1,269 - - $3,331

$/MWh $49.44 $31.52 - - $82.69
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Incurring an additional annual cost of $0.32 
billion a year by overbuilding renewable 
generation, saves more than seven times that 
much in lower battery storage costs to meet 
seasonal electricity requirements. At this level 
of total storage, the amount required for diurnal 
cycling is now a large percent of total storage 
needs. This means that further reductions in 
storage might be possible by altering charging 
patterns for electric vehicles, by adopting other 
demand-side measures and by more finely-
tuning the dispatch of renewable generation.

The elimination of CO2 emissions associated 
with energy use by Maine’s households and 
businesses over the next 30 years through 
deep decarbonization and beneficial 
electrification across all sectors of Maine’s 
economy is technologically possible. 
Advances to date and those that are likely 
to occur over the next three decades in heat 
pump technologies, electric vehicles, solar 
photovoltaic generation and wind turbine 
technologies make it possible to seriously 
consider a Maine without fossil fuels. Further, 
if we focus on only the amount of generation 
required to meet beneficial electrification and 
not the coincidence of that generation and 
electric load, it appears economically feasible to 
achieve this objective at a lower total cost than 
Mainers pay for energy each year, even after 
including the costs necessitated by expansion 
of the transmission and distribution networks 
to enable that generation to be delivered to all 
Maine households and businesses. 

This is an astonishing conclusion – one that 
was unthinkable a decade ago. However, this 
conclusion must be moderated somewhat as 
the elimination of CO2 from Maine’s energy 
future through beneficial electrification and 
renewable energy generation must address the 
issue of electricity storage, and, specifically, 
the very large seasonal deficit that is caused 
by Maine’s winter heating load. Given current 
battery storage technology and costs, it is 
prohibitively expensive to rely exclusively on 

batteries to provide the required seasonal 
storage. We need to look elsewhere. Hydrogen 
offers one potential option; however, it too 
suffers from high capital costs and conversion 
inefficiencies. A better option may be to 
simply overbuild renewable generation 
capacity. While this option adds capital costs 
to the energy sector, it provides a zero-
carbon solution that is within politically and 
economically acceptable cost parameters. In 
addition, once the overbuilt capacity reduces 
seasonal storage requirements, it is possible 
to consider other additional strategies and 
incentives, such as demand-response, vehicle 
charging programs and other smart grid 
capabilities to reduce storage needs further. 
This could reduce further the total cost to 
meet Maine’s total energy requirements to less 
than what it currently costs Maine to meet 
those same energy requirements using today’s 
technologies and fuel mixes. 

This chapter presents results only for the 
end state in 2050, where Maine has achieved 
deep decarbonization through beneficial 
electrification met with 100% renewable energy 
and battery storage. It does not include any 
consideration of the transition from today’s 
energy situation to this end state. I turn to this 
issue in the next chapter. 

Concluding
Observations2.5| 
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In the previous chapter, my focus was on the 
end state – Maine’s energy sector in 2050 
– and specifically on whether Maine could 
achieve beneficial electrification, support it 
through deep decarbonization and do so at 
a reasonable cost. The answer to all three 
components is yes; such an end state in the 
year 2050 is technologically feasible and 
economically viable. In this chapter, I focus on 
the transition to that end state. Specifically, I 
examine how the conversion of the heating, 
industrial and commercial process and 
transportation sectors and the development 
of renewable generation resources and battery 
storage units can be accomplished over the 
30-year transition period and at what costs to 
Maine residences and businesses. 

At the outset, I need to emphasize that there 
are an infinite number of potential pathways 
along which Maine’s energy sector can be 
transformed through beneficial electrification 
and deep decarbonization to an end state in 
2050 where Maine is essentially carbon free. 
Each of these pathways would achieve both 
objectives of beneficial electrification and deep 
decarbonization by 2050 but might result in 
very different electric generation and energy 
use configurations each year until 2050. More 
importantly, each might do so under very 
different assumptions about the speed with 
which heating, process and transportation 
end uses convert to electricity and the speed 
with which zero carbon, renewable generation 

solar, on-shore and off-shore wind and battery 
storage are developed. These conversion rates, 
in turn, would have implications for capital 
investments, energy costs and CO2 emission 
levels during the transition period. 

That said, there are certain aspects of the 
various pathways that we know to be true. For 
example, the slower the electrical conversion 
and renewable generation development rates 
are during the early portion of the transition 
period, the faster they will need to be later 
during the transition period. On the other hand, 
the prices of energy during the transition, 
the costs of the investments necessary 
to accomplish the objectives of beneficial 
electrification and deep decarbonization and 
the costs to Maine residents and businesses 
each year from 2020 to 2050 will be a function 
of technological developments over this 30-
year transition period. These, in turn, may 
themselves be determined by the rates of 
electrical conversion and renewable generation 
development in the United States and around 
the world, as these factors among others will 
drive the rate of innovation and technological 
development in this sector. Further, since 
Maine’s electric grid is interconnected with 
the electric grids of the other New England 
states and eastern Canadian provinces, the 
speed of electrical conversions and renewable 
generation developments in these other states 
and provinces will impact electricity costs and 
CO2 emission levels in Maine. 

The Transition to a Carbon Free 
Energy Sector in Maine by 2050

Introduction3.0| 

Chapter 3
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What this means is that there is no way to 
determine in 2019 an optimum pathway for the 
State of Maine to transition its entire energy 
sector from its state in 2020 to the desired end 
state of zero CO2 emissions by 2050. While 
such an optimum pathway may be identifiable 
in hindsight from a vantage point in 2050, no 
such optimum can be found today. Instead, 
it is necessary to make a number of different 
assumptions regarding the rates of electric 
conversions for each energy end use, the rates 
at which renewable energy generation will 
be developed, the prices for various energy 
sources at their point of consumption and 
the costs of the different forms of renewable 
generation and battery storage over this 
thirty-year transition period. These and 
other related assumptions will determine a 
pathway. The reasonableness of that pathway 
will be determined by the plausibility of the 
assumptions that underlie it. 

Beneficial electrification requires the 
conversion of end uses of energy from one or 
more fossil fuels to electricity. My focus is on 
the three end-uses in Maine that account for 
almost all energy use in Maine – space heating, 
commercial and industrial processes and 
transportation, not including marine vessels 
or airplanes.44 Figure 3-1 shows the assumed 
conversion rates for each of these end-uses, 
and within transportation for passenger 
vehicles, buses and trucks. 

It is important to emphasize that these 
conversion rates are designed to be consistent 
with the achievement of 100% penetration of 
electricity in each of the end-use sectors by 
2050. They are not necessarily what is likely to 
occur over the next thirty-years.

44 I have omitted marine vessels and airplanes because the 
data on fuel use and the costs of conversions to electricity 
are unknown or highly uncertain. In any case, this represents 
a very small percentage of total fossil fuel use in Maine.

I have assumed that the conversion rates for 
each of the transportation sub-sectors follows 
a standard S-curve model for the adoption of 
new technologies, products or processes. This 
pattern begins with a relatively slow up-take 
over the first 10-years of the transition period, 
where adoption of each type of EV is primarily 
driven by a small set of the population for 
whom such adoption provides non-economic 
benefits. This early adoption period is followed 
by rapid conversion over the next 10 years, 
as the economics of EV ownership becomes 
more favorable, and EVs become the dominant 
vehicle type offered for sale. Finally, the last 10 
years exhibit a slowing down of the conversion 
rate where laggards and more conservative 
consumers switch to EVs as these are the only 
vehicles available for purchase in the market. 
These conversion assumptions result in EVs 
representing approximately 50% of all vehicles 
on the road by 2040,45 at which point much of 
Maine’s rolling stock would have been replaced 
twice, based on the average age of Maine’s 
passenger vehicles.46 

I assume that the percent of EVs among 
passenger vehicles is higher across the entire 
period than for buses and trucks, reflecting the 
likelihood that the conversions of passenger 
vehicles will be advantaged by government 
incentives of one form or another, e.g., rebates, 
charging station construction, favorable 
electric rates, to a more significant degree than 
trucks and buses. I assume that EV trucks and 
EV buses are adopted at essentially the same 
rate over the first 20-years, but that school 
districts, in particular, lag and need to catch up 
over the last 10 years. 

Heating end uses include residential, 
commercial, industrial and institutional 
facilities, buildings and residences. Unlike 
passenger vehicles, trucks and buses, all of

45 There are various estimates for how quickly EVs will 
be adopted in the U.S. and worldwide. One analysis by 
Bloomberg suggests that EV penetration will be 35% by 
2040, while other studies indicate the number will be much 
higher. See, https://news.nationalgeographic.com/2017/09/
electric-cars-replace-gasoline-engines-2040/

46 The average age of passenger vehicles on the road in 
Maine is just over 11 years. See, https://autoalliance.org/in-
your-state/ME/pdf/?export 

Electrical 
Converstion Rates3.1| 
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which have a relatively short-lived economic 
and physical lives, the life expectancy of 
heating equipment is much longer, often 
well-over 30 years if properly maintained. 
As a result, I do not believe we will see as 
rapid a conversion rate for this end use as for 
transportation. Early adoption will likely be 
confined in the residential sector to instances 
in which the customer must replace an existing 
system, is installing the conversion to capture 
its air conditioning benefits, or is receiving a 
subsidy from government, most likely through 
a program offered by Efficiency Maine Trust. 
I would expect to see early adopters in the 
other two sectors among those customers that 
are constructing new facilities, are replacing 
aging heating systems, or are trying to achieve 
corporate or institutional CO2 emissions 
reduction targets. Accordingly, most of the 
adoption of technologies to convert space 
heating to electricity are anticipated to occur 
in the second half of the transition period.

Residential air conditioning does not represent 
a conversion from a fossil fuel to electricity, 
but rather it is an additional energy use that is 
incremental to energy use in Maine today. As 
noted in the previous chapter, I assume that 

approximately 75% of all Maine households 
lack either central air conditioning or window 
units, and that these households add central 
air conditioning as they adopt air source heat 
pumps. This results in a somewhat more rapid 
adoption curve than heating for two reasons. 
First, the residential sector represents about 
80% of all heating loads in Maine. The slower 
adoption rates for ground-source heat pumps 
or other electric heating technologies in the 
commercial and industrial sectors slows the 
overall conversion process. Second, I assume 
that many of the early air-source heat pumps 
that are adopted for air conditioning reasons 
are used to provide heat as a secondary 
source, at least until the primary heat source 
needs to be updated or replaced. Together, 
these factors result in a more rapid rate 
of increase in electric loads to provide air 
conditioning than to provide heating.

Industrial and commercial process energy 
use is assumed to be the slowest end use to 
convert to electricity. The primary reason for 
this is that the economics of this conversion 
are likely to be much less attractive, because 
there are no major performance efficiencies 
that are being achieved, unlike with the 

FIGURE 3-1 | Rates of Electrical Conversion for Heating, Processes and Transportation
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transportation and heating end uses. Input fuel 
btus that are being supplied to create steam or 
other forms of process heat are being replaced 
by btus of electricity at a rate equal to 1 x the 
efficiency of the boilers or other heat producing 
equipment. Thus, if a boiler uses 100 mmbtu 
of fuel and is 80% efficient, the amount of 
electricity required to provide the same useful 
energy is 80 mmbtu. Therefore, I assume that 
most of this conversion will occur later in the 
transition period when more of the electricity 
generated is from renewable technologies, 
and electricity prices are more advantageous 
to higher load factor end users. This leads to 
a very steep conversion pattern, with most of 
the conversion occurring over the last 5 years 
of the transition period, perhaps as a result of 
government mandates or simply the inability to 
source fossil fuels as the economy-wide use of 
such fuels shrinks over the period. 47

Electricity use for each of these end uses as 
well as current electricity use are shown in 
Figure 3-2 for each year over the period 2020 
to 2050. Current use is held flat over the period 
at just above 12,000 GWh a year. Each of the 
other end uses increases as the percentage 
of the end use that is converted to electricity 
increases as shown in Figure 3-1 until each 
end use is at 100% conversion by 2050. At this 
point total electricity use in Maine is 40,280 
GWh. The top graph shows the amount of 
energy each year associated with each of the 
end uses. The bottom graph shows the relative 
percentages of total annual electricity that 
each end use represents.

These graphs are specific to the conversion 
rates I have assumed. A different set of 
conversion rates over the 30-year transition 
period would produce different graphs. 
However, in each instance, the first and last 
years of the graph would look the same, 
since all conversion rate profiles would begin 

47 This may be an area where the secondary effects of 
beneficial electrification become important. Mandated con-
version of industrial processes away from fossil-fuels may 
result in the heat-intensive manufacturing processes in 
Maine shutting down. If this were to happen, the transfor-
mation process would speed up, electricity loads would fall 
somewhat and the Maine economy would look more like 
the economies of New Hampshire and Massachusetts, as 
discussed in Chapter One.

at 12,000 in 2020 and would result in the 
same amount of electricity use in year 2050. 
Accordingly, faster conversion rates would tend 
to flatten out the relevant area shown in the 
bottom graph, while slower conversion rates 
would create more of a wedge shape similar to 
that shown as Process in that graph.

 

Renewable Generation 
Development Rates3.2| 

In the previous chapter, I identified four 
types of renewable generation that I believe 
are technically, economically and politically 
possible to generate electricity in Maine 
to meet beneficial electrification – hydro, 
solar, on-shore wind and off-shore wind. As 
discussed in the previous chapter, I have 
assumed that all existing hydroelectric 
generation will remain in place through 
2050, and that no additional hydroelectric 
generation will be brought on line. The 
existing hydroelectric generation is roughly 
3,500 million MWh a year. This represents just 
under 30% of current electricity use in Maine 
but only 8.7% of full beneficial electrification 
loads in 2050. In addition, I assume that no 
modifications in the regulation or use of 
seasonal and weekly hydro storage will be 
possible to accommodate different storage 
requirements of full decarbonization. 48

For purposes of this transition analysis, I 
focus on the last of the generation scenarios 
described in the prior chapter, where electric 
loads are met with hydro, solar, on-shore and 
off-shore wind plus battery storage, and where 
the generation capacities are overbuilt to 
reduce the amount of battery storage required. 
The year 2050 capacities of solar, on-shore and 
off-shore wind are 7,500 MW, 2,500 MW and 
5,000 MW, respectively. If operated at 100% of 
their nameplate capacities, these generation 

48 It may be attractive to forego draw-down from storage 
in the fall and early winter to maximize the draw-down 
from storage in January and February when battery stor-
age is the most expensive per MWh. I do not attempt to 
model such changes in this analysis. In addition, it may be 
technically feasible and economically attractive to expand 
seasonal storage, but I do not believe that the environmen-
tal constraints on such additions can be surmounted. 
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FIGURE 3-2 | Rates of Electrical Conversion for Heating, Processes and Transportation
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sources would produce approximately 11 million 
MWh more than Maine’s 2050 load under 
beneficial electrification. Therefore, a percent 
of these generation resources will need to be 
dispatched off during certain hours of the year 
once the grid approaches full build out.49

The generation development curves that I have 
modeled for solar, on-shore wind and off-shore 
wind are shown in Figure 3-3. I assume that on-
shore wind capacity is developed almost linearly 
over this 30-year period. Even though Maine 
currently has close to 1,000 MW of installed 
on-shore wind generation capacity, I make the 
conservative assumption that this is replaced 
in its entirety over the transition period. 
Accordingly, the full amount of the 2,500 MW is 
developed over the 30-year transition period. 

On the other hand, I assume that solar is 
developed more rapidly over the first two-
thirds of the transition period, while off-shore 
wind is developed most rapidly over the last 
one-third. I have done this to account for two 

49 A small amount of this surplus is used to offset the round-
trip charging losses of 12.5% on the battery storage units.

factors. First, I do not want to completely back-
end generation development, as this would 
put significant financial pressures on Maine 
consumers to support the incremental capital 
requirements in the later years associated with 
such a development pattern. In addition, the 
IPCC Report and virtually every other scientific 
study emphasize the need to make consistent 
progress in reducing CO2 emissions between 
now and 2050. While a pathway that back-
end loads CO2 reductions may be technically 
feasible, I do not think that such a delay will be 
politically acceptable, as it will result in higher 
atmospheric concentrations of CO2 over the 
entire transition period and beyond. 

Second, I assume that the early off-shore 
wind development will be shallow-water, 
but most of the 5,000 MW will be deep-
water developments as opposed to shallow-
water development, because the near shore, 
shallow-water locations are limited. Therefore, 
by delaying these projects until later in 
the transition period, I am able to capture 
technological advances and accompanying 
cost reductions in deep-water wind technology.

FIGURE 3-3 | Renewable Generation Development Rates
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FIGURE 3-4 | Renewable Generation Development Rates
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The generation output of this renewable 
generation development pattern (including 
hydroelectric generation) is shown in 
Figure 3-4. The top graph in this exhibit 
shows the annual amount of generation by 
generation type, measured in GWh. The bottom 
graph shows the percentage of generation 
represented by each generation type during 
each year of the transition period. These 
graphs would be different for each generation 
development scenario, depending on the 
relative ratios of generation capacity in year 
2050 and the total amount of battery storage 
required to balance the grid in that year.

Figure 3-5 is the same as the top graph 
in Figure 3-4 with annual electricity loads 
superimposed on it. This graph shows 
renewable generation expanding more rapidly 
to catch up to loads over the first third of the 
transition period and continuing to expand 
more rapidly than load over the second third, 
albeit at a slower rate. I have assumed that all 
shortfalls in the early years of the transition 

period are made up by purchases of electricity 
from non-renewable generation resources 
located in Maine and the rest of New England.50

Beginning around 2030, Maine is generating 
more renewable electricity than it can use. 
I have assumed that this excess generation 
can be delivered to the grid and absorbed by 
other states or provinces through power flows 
over the grid. In the last third of the transition 
period, load increases much more rapidly 
as industrial and commercial process loads 
convert from fossil fuels to electricity. During 
this period, I have introduced annual dispatch 
factors to moderate total generation output 

50 It is possible that some of these purchases could be from 
renewable generation through, for example, the purchase 
of RECs. During the early years of the transition period, 
however, such REC purchases would almost certainly result 
in the transfer of environmental attributes from one location 
to Maine and would offer no net reduction in CO2 emission 
benefits in the region. Accordingly, my modeling of CO2 
emissions makes this assumption; that is, I have assumed no 
net CO2 emission reductions from meeting Maine electricity 
loads with any generation except renewable generation 
located in Maine. 

FIGURE 3-5 | Renewable Generation Development Rates and Electric Loads
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so that it converges relatively smoothly to 
total load in 2050. One way to think about this 
surplus generation capacity, in addition to its 
beneficial effect on reducing battery storage 
requirements, is as capacity reserves that are 
available to offset generation outages.

Energy Prices 
& Capacity Costs3.3| 

The previous two sections of this chapter have 
defined conversion rates for energy end uses 
and renewable generation development rates 
for three renewable generation technologies 
for each year over the transition period from 
2020 to 2050. In this section, I change focus to 
look at the costs Mainers will incur for energy 
during each of these 30 years compared to 
Maine’s current total expenditure on energy. 
Before I can do the calculations that underlie 
this comparison, I need to define prices for each 
form of energy and the costs for installing and 
operating each type of renewable generation 
technology. Once I have this information, I 
can calculate the annual amount Maine will 
spend on energy each year over the 2020 to 
2050 period, based on the specific load and 
generation levels shown in Figure 3-5.

I begin with distillate fuel prices. As noted 
earlier, all prices are in real dollars. I assume 
that heating oil, diesel and gasoline prices 
delivered to the point of end use and net 
of any state or federal taxes are each $2.50 
per gallon over the entire 30-year transition 
period. I have made a similar assumption that 
real natural gas prices remain flat over the 
transition period, except here I have included 
a seasonal component to reflect its use as a 
heating fuel. I have assumed that commodity 
prices are $2.75/mmbtu for serving year-round 
process loads but are a higher $3.00/mmbtu 
for serving heating loads. The comparable 
prices for New England basis are $2.00/mmbtu 
and $3.50/mmbtu, respectively; Maine basis 
prices (where applicable) are $1.00/mmbtu 
and $2.50/mmbtu, respectively; and delivery 
service rates are $3.00/mmbtu and $4.00/
mmbtu, respectively. These price components 

result in annual average delivered natural gas 
price for process loads of $8.75/mmbtu and 
for heating loads of $13.00/mmbtu. I hold all 
distillate and natural gas prices constant in 
real dollars over the term. This assumption is 
generally consistent with U.S. EIA long-term 
forecasts that have fossil fuel prices increasing 
at close to the expected rate of inflation.

This assumption of constant real prices however, 
does not factor in any feedback loops that 
arise due to economy-wide or even world-wide 
decarbonization. All things being equal, one 
would expect electrification to lead to falling 
demand for fossil fuels, and this to result in 
falling real prices for distillate fuels and natural 
gas. On the other hand, as demand falls the 
utilization of fossil fuel drilling, processing and 
delivery capacity shrinks, which, again all things 
being equal, would lead to increasing prices. 
For example, it is hard to imagine that real 
prices of jet fuel can be sustained, where jet 
fuel is the only distillate fuel that is used across 
the U.S. economy. Similarly, at some point in 
the conversion of each end use to electricity, 
the remaining usage is likely to be too small to 
physically support the existing infrastructure 
related to its use without price increases, due 
to the fixed costs of the production, refining 
and delivery infrastructures. I do not know how 
these competing forces will impact prices over 
time. I make the simplifying assumption that 
these will offset each other and thus that real 
prices remain flat.

Estimating the price of electricity, however, 
does require taking into consideration 
feedback loops. We know from current 
experience that, as renewable generation 
increases as a percentage of total generation 
in New England, the energy clearing price 
falls,51 and, in the limit where 100% of the 
generation is renewable with no fuel price or 

51 This relationship has been referred to as the price sup-
pression effect and has been estimated most recently by 
London Economics International in its evaluation of the 
impact that CMP’s NECEC transmission line to deliver up to 
1,200 MW of Hydro Quebec energy to Massachusetts will 
have on energy clearing prices in ISO-NE. “Independent 
Analysis of Electricity Market and Macroeconomic Benefits 
of the New England Clean Energy Connect Project,” Lon-
don Economics International, LLC, prepared for the Maine 
Public Utilities Commission, May 21, 2018. 
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marginal generation cost, the energy clearing 
price will fall to zero. This does not mean that 
electricity will be free; it only means that the 
economically efficient price to charge for the 
use of an additional MWh of electricity at that 
time is zero. Consumers will still need to pay 
for the capital and fixed operating costs of any 
renewable generation resources developed, as I 
discuss later in this chapter. 

To address the feedback relationship between 
prices and renewable generation resource 
penetration rates, I make the simplifying 
assumption that the average annual clearing 
price of electricity in New England (including 
Maine) will fall in proportion to the percentage 
of renewable generation compared to total 
generation on the grid, although less rapidly. 
The impact of renewable generation on market 
clearing prices is assumed non-linear – the 
larger the percentage of renewable generation 
(that is, the smaller the percentage of non-
renewable generation), the more downward 
pressure this generation will exert on market 
clearing prices for energy. The result is 
shown in Figure 3-6. As the percentage of 
non-renewable generation falls from 100% 
to 0%, the average annual electricity price 
falls because the number of hours that a 

marginal unit natural gas plant must operate 
to serve load falls each year as the amount of 
renewable generation capacity is developed 
and delivers electricity to the grid. This 
reduces the average annual implicit heat rate, 
and assuming constant real prices for natural 
gas, reduces the average clearing price.

Figure 3-6 shows the estimated average 
clearing price to meet a flat annual load, what 
is sometimes referred to as a 24x7 block 
of energy. Since the price of natural gas is 
higher in the winter, the energy clearing price 
will also be high in the winter. Therefore, 
the average price of electricity to meet 
heating loads will be higher than to power 
the transportation sector or to meet process 
requirements. I assume that this heating load 
premium is 100%. No other adjustments are 
made for any of the other end uses.

It is not just the clearing price of electricity that 
is impacted by the development of renewable 
generation. The market price at which the 
electric output of renewable generation can 
be sold is also impacted. As more and more of 
each form of renewable energy is developed, 
the clearing price at which the output of 
these different forms of renewable energy can 

FIGURE 3-6 | Energy Clearing Price – 2020-2050
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command in the market will fall, and in the limit, 
when there is not enough load to absorb the 
full amount of such output, the price will fall to 
zero. 52 I have computed the generation weighted 
price for each of the different forms of renewable 
generation. This is the average price at which the 
energy output can be sold in the market. I do this 
by assuming that this price falls in proportion to 
the amount of such generation that is developed 
and reaches zero when that form of generation 
is dispatched down. I set this zero-price point to 
occur in 2041 for solar, 2043 for on-shore wind 
and 2045 for off-shore wind.

The capacity and fixed operating costs for 
each of the renewable generation types for 
years 2020 and 2050 are shown in the previous 
chapter in Table 2-5. I have assumed that the 
fixed operating costs in real dollars are constant 
over the entire 30-year transition period; that is, 
they change on average by an amount equal to 
the underlying rate of inflation in the economy. 
I have made this same assumption for the 
installed costs of on-shore wind. This means 
that any technological progress with respect 
to this technology is given up to cost increases 
in excess of the rate of inflation for such 
considerations as environmental siting issues, 
and because the best wind locations are likely 
to be developed first. 

The assumption with respect to off-shore wind 
is different. As noted above, I assume that 
the early capacities developed are shallow-
water monopole installations and that in the 
later years of the transition period, more 
of the capacity is floating deep-water. The 
changing composition of the technology from 
shallow water installations in the early years 
to deep water installations in the later years, 
enables deep water technology to mature, 
thus lowering its costs. While deep water 
wind is initially more expensive than shallow 
water wind, there is effectively no limit on the 

52 In fact, prices could turn negative as occasionally occurs 
during low load/high renewable generation output hours 
in New England. One reason this occurs is that renewable 
generation receives REC revenues and/or production tax 
credits today. Since I am not using either a Renewable 
Portfolio Standard or RECs, and do not include any tax 
incentives to support the pathway, I ignore this possibility in 
the modeling. 

availability of sites and thus no offset to the 
long-term decline in price as discussed above 
for land-based wind.

Finally, I assume that continuing technological 
progress in both solar and battery storage result 
in falling real costs for each technology over 
this period. I assume the rates of technological 
progress for these two technologies are 3% 
and 8%, respectively, reflecting the fact that 
battery storage is a much newer product with 
the opportunity for more rapid advancements. 
These assumptions result in falling real installed 
costs for solar from $1,500/kW in 2020 to 
$600/kW by 2050, and for battery storage from 
$500/kWh to $40/kWh over the same period as 
noted in the prior chapter. 

Total Energy
Costs 3.4| 

We now have in place the building blocks for 
calculating the total costs Mainers will incur 
for all their energy use each year from 2020 
to 2050. These costs can be broken down into 
the following six components:

• Fossil Fuel Costs These costs include the 
costs of all fossil fuels used to provide 
heating (natural gas and heating oil), 
industrial and commercial processes 
(natural gas and heating oil) and 
transportation (gasoline and diesel). Since 
the amount of fossil fuel use will decrease 
over this period and the real cost of 
such fuels is assumed constant, this cost 
component will fall over the transition 
period and will equal zero in 2050.

• Electricity Delivery Service Costs These 
costs represent the revenue requirement 
of the electric utilities that provide electric 
service across the entire State of Maine. 
These costs grow in direct proportion 
to the expansion of the distribution and 
transmission grid necessary to support 
both beneficial electrification and the 
development of renewable generation 
resources. Electric Delivery Service costs 
are set at $780 million in 2020 and 3.5 
times that level, or $2.8 billion, in 2050.
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• Electricity Supply Costs These are the 
costs of the non-renewable electricity used 
by Mainers to meet their current electric 
usage plus incremental electric usage 
associated with the conversion of heating, 
process and transportation to electricity. 
They are calculated as the product of total 
MWh use times the price per MWh for 
energy, then grossed by 30% to include 
ancillary services and capacity costs.53

• Renewable Generation Resources Costs 
These costs represent the revenues 
necessary to support the development 
and ongoing operation of all the renewable 
generation resources brought on line to 
meet electricity load requirements. They 
include financing and fixed O&M costs.

53 The usage levels include transmission and distribution 
losses. Therefore, losses are not included in the 30% 
figure. It is possible that the 30% figure increases over the 
transition period (a) to offset revenue losses related to 
falling energy prices due to the price suppression effects 
of increased renewable generation and (b) an increase in 
ancillary service requirements associated with ensuring grid 
stability and reliability as the percentage of intermittent 
renewable energy generation increases. These factors would 
be likely but for the fact that the capital costs of the new 
renewable generation and battery storage systems (that 
can provide grid stability and reliability) is assumed to be 
covered through a non-market revenue stream, as I discuss 
in more detail in Chapter Four.  

• Storage Costs These costs represent 
the revenues necessary to support the 
development and ongoing operation of all 
the battery storage resources brought on line 
to meet electricity load requirements. As with 
renewable generation source costs, these 
include financing and fixed O&M costs.

• Value of Generation These are negative 
costs that represent the value of all 
electricity generated by the renewable 
generating resources at their respective 
generation weighted prices per MWh that 
is not used by Mainers. I have assumed 
that these resources do not provide any 
capacity or ancillary services value. The 
only revenues they receive are from the 
sale of generation output into the energy 
market. This revenue stream represents 
an offset against electricity supply costs, 
but it is broken out and treated separately 
for exposition purposes. I have treated it 
as an offset in all the exhibits and refer to 
electricity supply costs as “net.”

These cost components are shown in Figure 3-7. 
The graph on the left shows the estimated total 
annual energy expenditures for Maine each year 
over the 2020 – 2050 transition period. Also 

FIGURE 3-7 | Total Annual Maine Energy Costs by Component
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shown in red horizontal lines are the highest, 
average and lowest total annual expenditures 
for energy in Maine during the period 2000 
through 2016. In each year of the transition, total 
expenditures are estimated to be less than or 
incrementally above the average annual amount 
spent in Maine on energy since 2000. 

The graph on the right shows the estimated 
total annual energy expenditures broken down 
by expenditure category. Fossil fuel costs, 
shown in gray, fall as a share of total costs 
as the conversion of heating, process and 
transportation from natural gas and distillate 
fuels to electricity occurs. At the same time, 
the total costs of electricity increase, since 
more electricity is being used by Mainers. 
The largest component of electricity costs 
are utility delivery service costs that increase 
to support the 3.5-fold increase in the total 
size of the grid. With respect to the supply of 
electricity, the graph shows the substitution 
of capital costs tied to the development of 
renewable generation resources for fuel costs 
related to the marginal cost of energy. The 
result is that net electricity supply costs fall 
to zero, while the fixed costs of renewable 
energy resource generation capacity increase 
significantly. Finally, the graph shows the costs 
of battery storage in the later years that are 
necessary to balance the grid seasonally over 
the course of the year. 

The excess, along with very significant battery 
storage resources, is assumed to provide 
the capacity reserves and ancillary service 
requirements to operate the electric grid. 
Since each generating unit is so small relative 
to the total capacity of the grid, reserve 
margins should be very small for this type 
of system. While the intermittent nature 
of renewable generation will likely impose 
higher ancillary service requirements, the 
total capacity of the battery storage systems 
installed dwarfs even these higher ancillary 
service capacity requirements. 

The most compelling result of Figure 3-7 is 
that the total annual costs incurred by Mainers 
for all their energy requirements under the 
transition are very similar to the amount 
Mainers have paid on average for the same 

amount of energy since 2000. Further, having 
achieved a zero-carbon state by 2050, ongoing 
costs beyond 2050 should remain relatively flat 
in real terms as new generating plant, battery 
storage units and delivery service facilities are 
brought on-line to replace those that have 
exceeded their useful physical lives. Without 
any fuel costs, total cost volatility in Maine’s 
energy sector is reduced considerably. 

The environmental benefits from this transition 
are profound. Figure 3-8 shows annual CO2 
emissions each year from 2020 through 
2050. This graph shows that emissions fall 
each year, but that the rate of decline over 
the first 10 years is below that over the next 
20 years. During the transition period, the 
combination of beneficial electrification and 
deep decarbonization reduces CO2 emissions 
to zero by 2050, accomplished, as noted 
above, without burdening Maine residents or 
businesses with higher energy costs. 

A second noteworthy result is that the 
composition of total energy costs in 2020 is very 
different from that in 2050. At the beginning of 
this period, approximately 75% of Maine’s energy 
costs are fuel costs. By the end of the period, 
there are no fuel costs – virtually all of Maine’s 
energy costs reflect carrying costs associated 
with major capital investments in the electric 
grid, renewable generation resources and battery 
storage units. The transition of Maine’s energy 
sector to zero carbon is best characterized as a 
substitution of capital investments for fuel and 
related operating costs.

While the underlying electric loads and 
transmission and distribution grid structures 
and costs in this analysis are specific to Maine, 
there is no obvious reason why the above two 
conclusions would not be applicable outside 
of Maine. Some regions will have greater 
opportunities with respect to the development 
of solar, on-shore wind and/or off-shore wind; 
some regions may be better positioned to 
develop other zero-emission renewable energy 
opportunities such as new hydroelectric, 
geothermal and ocean-based resources; some 
regions will have greater electric load density 
(e.g., New York City) that may require more 
in-bound transmission to move electricity 
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from generation to loads; some regions that 
are more temperate and even tropical will 
have less heating loads relative to total energy 
consumption, thus reducing the need for 
seasonal storage. However, in all cases, the basic 
principles apply. Beneficial electrification and 
deep decarbonization will reduce total primary 
energy use, will require the development 
of zero-emission renewable generation, will 
necessitate the build-out of the transmission 
and distribution grid and the conversion of that 
grid into a network capable of supporting multi-
directional electricity flows, and will require 
huge capital inflows into the sector, as capital is 
substituted for fuel and operating costs.

Figure 3-9 shows the annual investments in 
Maine’s energy sector that are required to 
achieve a transition to zero-carbon emissions 
in Maine by 2050 along the pathway laid out. 
The investment amounts are in real dollars 
and include only investments in energy related 
equipment and facilities. They do not include 
any investments by the customer to enable 
beneficial electrification. In particular, they do 
not include any end-use conversion costs. For 
many of the end uses, the conversion will be 
gradual and occur as existing technology or 
equipment needs replacement over the next 

30 years. In this case the conversion costs to 
the end-user will be zero or very small. This is 
certainly the case for transportation, as Maine’s 
entire transportation fleet will be replaced at 
some point (and perhaps at multiple points) 
over this period. It is probably also true for 
much of the process conversions as older 
technologies are superseded by newer ones 
forcing companies to modernize to remain 
competitive. It is more problematic, however, 
with heating and especially residential heating, 
where systems and equipment have longer lives. 
The conversion of all such systems to electric 
will undoubtedly impose additional costs on 
some end-users, depending on the price and 
availability of natural gas and heating oil as less 
and less of each fuel is burned in Maine.

Annual investments exceed $1 billion a year 
beginning in year 6 of the transition, driven 
primarily by increases in solar and on-shore 
wind generation and by expansion of the 
electric grid. By 2040, annual investments 
begin to accelerate as increasing amounts of 
off-shore wind and battery storage are brought 
on line. These investments reach $6 billion 
a year by the end of the transition period. 
Total investment in this sector over the entire 
30-year period is $56 billion. This is a little 
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below Maine’s total personal income today.54 
This means that Maine can accomplish the 
conversion of its economy to a zero-carbon 
economy over the 30-year period from 2020 
– 2050 by investing roughly 3.3% of its total 
annual income each year in this effort.

An investment of 3.3% of total personal 
income each year may not seem like a difficult 
accomplishment, until it is put into perspective. 
The average annual amount of about $2 billion 
a year is more than twice the amount of money 
that has been invested in all new (single family 
homes, apartments and condos) housing in 
Maine each year during each of the last ten 
years. Viewed through a different lens, the total 
capital requirements of $56 billion dwarf the 
State’s current debt obligations of just under 
$10 billion. Raising the necessary capital will not 
be easy. However, as shown in Figure 3-7, the 

54 The Federal Reserve Bank of St. Louis reports Maine’s 
seasonally adjusted annual personal income in 2017 as just 
over $60 billion. https://fred.stlouisfed.org/series/MEOTOT. 
Also http://www.bea.gov/system/files/2018-08/spi0618.pdf

debt service on such an enormous investment 
will not impose a financial burden on Maine’s 
businesses and residences. That chart shows 
that the total energy cost to Maine is essentially 
unchanged from what it is today. Further, 
an argument can be made that on balance 
Maine’s economy will be better off, because 
a portion of the dollars that now flow out of 
Maine on expenditures for fuel will remain in the 
state in the form of construction and ongoing 
operating activities related to the renewable 
generation resources.55

Figure 3-9 shows investments increasing as 
Maine approaches 2050. It is important to note 
that this increase in investment is to achieve a 
zero-carbon state by 2050. At that time, the 

55 The balance of payments effects of this transition will de-
pend to a large degree on whether Maine is able to develop 
the equipment manufacturing capabilities for solar PV, wind 
and battery storage. I do not see this as likely for solar PV 
or battery storage. There is some possibility that this could 
occur with respect to off-shore wind in light of the Univer-
sity of Maine’s technology lead and companies like Cianbro 
and BIW with strong maritime engineering capacities. 

FIGURE 3-9 | Annual Investment and Total Capital Requirements to Achieve Zero CO2 Emissions
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total amount invested in generation plant and 
battery storage systems will be $56 billion. 
On a going forward basis, new investments 
will accommodate growth in overall energy 
demands and will replace portions of the 
generation and battery storage capital stock 
as it wears out. Assuming these assets have 
useful physical lives of 10 to 15 years for battery 
storage systems and 25 years for each of the 
generation technologies (except hydro, which 
I assume lasts for well beyond the thirty-year 
transition period given repairs, renewals and 
maintenance), I estimate ongoing investments 
for replacement purposes to be around $2.2 
billion in real terms. When total debt service 
costs are added to the annual fixed operating 
costs and the $2.8 billion annual revenue 
requirement for transmission and distribution, 
Maine’s total energy costs will remain relatively 
flat in real terms at 2050 levels once full 
decarbonization has occurred.

A third feature of the transition to a zero-
carbon economy by 2050 is less obvious, as it 
is masked by the aggregate results discussed 
previously. In Table 2-2, I showed that Maine 
currently uses approximately 260 trillion Btus 
of energy a year, net of fuels used to produce 
electricity and wood and wood waste. The 
annual cost for this energy has ranged from 

just under $4 billion to almost $8 billion, as 
shown in Figure 2-14 in the prior chapter, and 
has averaged roughly $6 billion. This average 
annual cost results in an average fuel weighted 
cost of just over $23/mmbtu, as the higher 
delivered cost of electricity per mmbtu is offset 
by lower costs for fossil fuels.

One important effect of beneficial electrification 
is that the substitution of electricity for gasoline 
and diesel fuels in transportation and the 
substitution of electricity for a range of fossil 
fuels in space heating and process applications 
results in a reduction in the total quantity of 
primary energy consumed. By 2050, with 
full beneficial electrification, the total energy 
consumed (all of which is electricity) falls to 
just under 140 trillion Btus – an almost 50% 
reduction from 2020 levels. Since the amount 
spent in 2050 for energy is roughly the same 
$6 billion, the cost of the energy on an mmbtu 
basis almost doubles to $44/mmbtu. Further, 
since all of the energy is now electricity, this 
means that the average cost of delivered 
electricity rises from just over $100/MWh in 
2020 to $150/MWh by 2050.

Figure 3-10 shows the estimated average costs 
per MWh for electricity each year during the 
30-year transition period. The average cost 

FIGURE 3-10 | Delivered Electricity Prices by Component
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per MWh is comprised of three components 
– the cost for delivery (transmission and 
distribution), the market costs for energy 
(energy plus capacity plus ancillary services) 
and the costs for renewable generation 
(financing plus operating costs less any 
revenues received from the sale of energy 
into the markets). Average delivery costs 
increase during the first half of the transition 
period, as the grid is being built out to 
accommodate increased renewable generation 
ahead of increased usage due to beneficial 
electrification. During the second half of the 
transition period, beneficial electrification of 
transportation, heating and process accelerates 
resulting in increased electricity usage. While 
grid buildout continues over this period, the 
net effect is a lowering of average costs.

The other two components depict the 
declining clearing prices for energy in 
electricity markets as fossil-fuel and other 
non-renewable generation plants are 
replaced by renewable generation. These 
curves reflect the assumptions discussed 
previously in this Chapter. 

The important point is not the shape of the 
average cost curve and its components in 
Figure 3-10; the shape is a function of the rates 
of beneficial electrification and development of 
zero-carbon generation. The important point 
is that average costs of electricity increase 
over the transition period, regardless of the 
assumptions about how quickly beneficial 
electrification occurs or zero-carbon renewable 
generation is developed. A second point is that 
at the same time that the price of electricity 
is rising, we can expect the price of fossil 
fuels to fall.56 The reason is that beneficial 
electrification results in lower demands for 
fossil fuels, and as demand falls, fossil fuel 
producers will shut-down their most expensive 
wells first. Since the costs of production at 
marginal wells determine prices in the market, 
fossil fuel prices will fall as the most expensive 

56 As noted earlier, the model holds real fossil fuel pric-
es constant over the entire transition period. I made this 
assumption to err on the conservative side with respect to 
the total cost of energy. Had I allowed fossil fuel prices to 
fall, total energy costs would have been lower than those 
shown in Figure 3-7. 

wells are decommissioned.57 I would expect 
this cycle to continue as demand for fossil fuels 
falls further until such point as the production 
cost decreases are offset by rising average 
fixed costs related to pipeline and other plant 
and equipment charges.

The divergence between the price of electricity 
and the prices for fossil fuels will act as a 
brake on voluntary actions of businesses 
and residents to switch from fossil fuels to 
electricity. Therefore, all other things being 
equal, the effect will be to slow the transition 
to a zero-carbon economy. This is an important 
result. The divergence between electricity 
prices and fossil fuels during the transition 
period results from the transition process itself. 
It is not a result of any anti-competitive actions 
by big oil companies to undercut renewable 
generation technologies. Technological 
advances may help, especially those that 
reduce the costs of expanding the transmission 
and distribution grid that are necessary to 
accommodate increased development of 
zero-emission generation plants and beneficial 
electrification.58 However, it is unlikely that 
these will be significant enough to overcome 
the transition-induced price divergence.

There are only three ways to address this 
problem. The first is to use general revenues59 
to subsidize either the cost of renewable 
generation or the equipment that is necessary 
to enable beneficial electrification. This first 
approach underlies U.S. policies such as 
the Investment and Production Tax Credits 
for wind and solar and research monies 
for the development of new and advanced 
technologies. These efforts have borne fruit; 

57 There will likely be a secondary compounding effect 
with respect to refining capacity. As demand falls, refiners 
are likely to shut-down their most expensive refineries, as 
well. This should contribute to falling fossil fuel prices. 

58 It should be remembered that our model already 
incorporates technological changes in solar PV, on-shore 
and off-shore wind generation and battery storage that 
result in falling real prices of electricity generated by these 
technologies over the transition period. 

59 The revenue source must not come from utility 
assessments such as systems benefit charges or resource 
portfolio standards, as these will just exacerbate the rising 
price of electricity. 
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the problem is that the former incentives are 
being phased out, while the latter research 
monies are already factored into the model 
through assumed technological changes in 
generation and battery storage technologies 
over the 30-year transition period. In Maine, 
the only general fund revenues committed to 
beneficial electrification and decarbonization 
were the one-time monies allocated to 
biomass plants out of state surplus funds. 
Accordingly, I do not see much room for 
expanding general government subsidies to 
address this problem at the federal level and 
even less opportunity in Maine.

The second approach is to use governmental 
powers to mandate the development of 
renewable generation as well as beneficial 
electrification. This can be done, for example, 
by requiring all new or redeveloped residential 
or commercial construction to install solar PV 
systems, vehicle charging systems and/or heat 

pumps. While there are some examples of 
such mandates today, they are the exception 
– and in any case, would never create the 
level of investments required to achieve zero-
carbon by 2050.

The third approach is to raise the prices of 
fossil fuels to offset the price divergence from 
electricity prices that will occur during the 
transition. This can be done in any number 
of ways, but the one that has received the 
most attention is a carbon tax. Carbon taxes 
have been shown to have relatively low 
implementation costs and, by placing a price 
on carbon, to promote overall economic 
efficiency. Further, they can be fine-tuned 
to increase over the transition period as the 
divergence between the price of electricity and 
the prices of fossil fuels increase. 

Table 3-1 illustrates the computation of the 
required carbon tax per ton of CO2 necessary 

 TRANSPORTATION
# FACTOR UNIT TOTAL

1 Efficiency of Internal Combustion Engines % 25%

2 Heat Content of 1 MWh of Electricity mmbtu 3.413

3 1 MWh Electricity - Diesel Fuel Equivalent mmbtu (2)/(1) 13.652

4 1 MWh Electricity - Diesel Fuel Equivalent gallons (3) X 7.143 97.514

5 Price Increase - Electricity $/MWh $10.00

6 Equivalent Price Increase/Gallon of Diesel Fuel $/gallon (5)/(4) $0.10

7 CO2 Emissions - Diesel lb/mmbtu 160

8 CO2 Emissions - Diesel lb/gallon (7) X 7.143 22.40

9 Implied Price per Ton of CO2 $/ton (6) X 2,000/(8) $9.16

TABLE 3-1 | Implied Price of CO2 ($/ton)

 SPACE HEATING
# FACTOR UNIT TOTAL

10 Average COP for Heat Pumps 3.00

11 Efficiency of Boiler Systems % 80%

12 Heat Content of 1 MWh of Electricity mmbtu 3.413

13 1 MWh Electricity - Heating Oil Equivalent mmbtu (12) X (10)/(11) 2.799

14 1 MWh Electricity - Heating Oil Equivalent gallons (13) X 7.143 91.420

15 Price Increase - Electricity $/MWh $10.00

16 Equivalent Price Increase/Gallon of Heating Oil $/gallon (15)/(14) $0.10

17 CO2 Emissions - Heating Oil lb/mmbtu 160

18 CO2 Emissions - Heating Oil lb/gallon (17) X 7.143 22.40

19 Implied Price per Ton of CO2 $/ton (16) X 2,000/(18) $9.77
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to offset the financial impacts of each $10.00/
MWh increase in the price of electricity for 
the transportation and space heating sectors, 
assuming there is no change in the prices 
of diesel and home heating oil fuels. (In this 
illustration, I have focused only on diesel fuel 
and home heating fuels. The results would 
be comparable for gasoline, natural gas and 
propane.) The calculations adjust for the 
different efficiencies with which electricity and 
fossil fuels are converted into useful energy in 
each of the two sectors. 

Based on these parameters, it would be 
necessary to levy a carbon tax at the rate of 
$9.00 - $10.00 per ton of CO2 to offset the 
financial consequences of each $10/MWh 
increase in the price of delivered electricity, 
and therefore divergence between the prices 
of electricity and fossil fuels. This level of 
carbon tax would raise the price of diesel 
fuel and home heating oil by about $0.10 per 
gallon.60 Thus, to offset the largest increase 
of $90/MWh shown in Figure 3-10 would 
require a carbon tax of around $90/ton. This, 
in turn, would increase the price of fossil 
fuels by about $0.90 per gallon. While these 
are significant impacts, the levels of carbon 
taxes required to mitigate the impact of price 
divergence are within the range of values being 
discussed as the social cost of CO2 emissions 
and therefore the rate of taxation of CO2. 

Concluding 
Observations3.5| 

This chapter presents a pathway to move 
Maine’s energy sector and economy away 
from fossil fuels to an end state by 2050 with 
effectively zero CO2 emissions. The pathway 
defines rates of conversion of heating, 
process and transportation from fossil fuels to 
electricity and the development of renewable 
generation resources and battery storage 
capable of meeting Maine’s annual electricity 

60 The carbon tax is only applied to fossil fuels not used in 
the generation of electricity. Applying the tax to those fuels 
would increase the price of electricity, thereby exacerbating 
the divergence between electricity and fossil fuel prices.

requirements. In addition, the pathway 
incorporates a three and a half-fold expansion 
of Maine’s electricity transmission and 
distribution grid to support this much higher 
use of electricity. The result is that Maine is able 
to make this transition at what is essentially 
the same total annual cost as Maine is paying 
for all of its energy today. This bears repeating. 
There is a pathway that enables Maine to 
reduce its CO2 emissions to zero by 2050 yet 
does so in a manner that imposes no additional 
costs on Maine residents and businesses for 
all of the energy consumed each year over the 
thirty-year transition period from 2020 to 2050 
compared to what they are spending today.

The defining of any pathway to a point thirty-
years in the future is a highly uncertain exercise 
in any situation. In the case of an economic 
sector as essential to the functioning of the 
economy and as dynamic as the energy sector, 
the degree of uncertainty is that much higher. 
This means that the plausibility of the pathway 
depends fundamentally on the assumptions 
that underlie it. In this case, I believe that the 
assumptions I have made are reasonable, 
given that the end state in 2050 must meet 
the zero-carbon emissions requirement 
through beneficial electrification and deep 
decarbonization. The pathway achieves the 
goal in a manner that spreads the actions that 
must be taken by all sectors of the economy 
over the 30-year transition period so as not 
to impose too significant a strain on any one 
sector, while at the same time recognizing the 
cost advantages associated with innovation 
and technological progress that may accrue 
through delays.

The transitioning of the electricity sector 
and the economy more broadly through the 
process of deep decarbonization raises the 
interesting policy question of whether the 
electric grid should be designed and built 
out to accommodate beneficial electrification 
or whether it should lag demands and 
investments made as constraints or choke 
points arise on the electric grid. Good 
arguments can be made on both sides as 
different risks are evaluated and weighed. 
Ultimately, however, I think that the monopoly 
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nature of the transmission and distribution grid 
and the complexity of delivering electricity 
to end users as flows of electricity begin to 
resemble network flows and the grid becomes 
“smarter” will necessitate build out to facilitate 
electrification rather than in response to it.

The pathway illustrates key aspects of 
transitioning Maine from a fossil fuel-based 
economy to a zero-carbon economy. The first 
is that fuel-related costs are replaced by very 
large capital investments requirements – on 
the order of an average $2 billion a year for 
each of the thirty years in the transition period. 
This substitution of capital for operating costs 
places a very high premium on the cost of 
capital. My assumption that the $56 billion of 
necessary investments in renewable energy 
resources and battery storage units can be 
undertaken using 30-year debt at a cost of 
3% is perhaps the most important assumption 
underlying the results of the pathway. This 
requires that the debt be issued by some form 
of tax advantaged government entity. In the 
next chapter, I turn my attention to this issue 
to examine whether there are organizational 
structures and financing mechanisms that can 
meet this requirement.

The second is that, while overall energy 
spending remains relatively flat over the 
transition period, as more and more energy 
is consumed as electricity, the price for that 
electricity increases at the same time as 
we might expect the price of fossil fuels to 
decline with demand for those fuels. This 
creates an impediment to voluntary actions 
by residents and businesses to substitute 
electricity for fossil fuels in the transportation, 
space heating and process sectors. Absent 
any intervention by government, this price 
divergence between electricity and fossil fuels 
is likely to slow down the pace of beneficial 
electrification. This issue provides yet one 
more reason for adopting carbon taxes. When 
carbon taxes are levied on fossil fuels not used 
to generate electricity, the prices of those 
fossil fuels will increase, thereby mitigating 
the divergence between electricity prices and 
fossil fuel prices that is essential for voluntary 
actions to facilitate the transition process.
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As I discussed in the previous two chapters, 
achieving the elimination of CO2 emissions 
from our state will require a near complete 
transformation of our energy sector and indeed 
our entire economy. The capital investments to 
accomplish this transformation are enormous 
- $56 billion over the next 30 years in the 
energy sector alone. Maine is not unique in this 
regard. As I discuss further in this chapter, one 
nationally noted scholar estimates that the costs 
to retool our country’s generation of electricity 
exceed $12 trillion. Trillions more will be required 
to convert all sectors of the economy, including 
transportation, space heating and industrial 
processes to electricity. While we are making 
more progress at the national level than in 
Maine in building out renewable generation, the 
total cumulative accomplishments over the past 
two decades represents a very small fraction of 
what is required in each of the next thirty years.

One serious shortcoming in our efforts to 
achieve deep decarbonization is that the 
mechanisms we have in place today to raise 
the vast sums of capital necessary to retool 
our electric sector and broader economy are 
woefully inadequate. The voluntary efforts 
undertaken thus far by some of our country’s 
largest companies and institutions to procure 
zero emission electricity are barely enough to 
keep up with the growth in electricity usage, 
let alone result in a net reduction of CO2. 
The alternative mechanism of calling upon 
our electric utilities to raise capital through 

equity offerings and debt markets based on 
their access to their captive ratepayers could 
provide the necessary capital but would likely 
do so at the expense of competition and the 
dynamic efficiency that only competitive 
forces can bring. I discuss this tradeoff later 
in this chapter, and whether it is good public 
policy to ask private companies and their 
shareholders to function as the primary agents 
for implementing a social policy of deep 
decarbonization. I conclude that it is not.

Instead, I recommend that Maine establish 
the Maine Electric Generation Authority 
or “MEGA”. This new authority would be 
authorized to issue revenue bonds for the 
sole purpose of developing and owning 
renewable generating plants. MEGA would 
enable Maine’s municipalities to participate 
in syndicated electric generation projects. 
Initially, participation would be on a voluntary 
basis. MEGA would be authorized to impose 
assessments on all electric consumers 
within each participating municipality to 
cover its debt service and administrative 
costs associated with each syndication. 
The assessments would be in the form of a 
surcharge on each customer’s electric bill, 
collected by the local electric utility and 
remitted to the MEGA. In addition, to the 
extent this voluntary activity fails to result 
in sufficient new renewable generation 
development to put Maine on a pathway to 
zero-carbon by 2050, the MEGA would be 

Introduction4.0| 

Deep Decarbonization 
Requires Deep Pockets

Chapter 4
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authorized to develop additional renewable 
generation projects for its own account and to 
impose renewable generation surcharges on all 
ratepayers in the state to cover its costs. 

In this chapter, I discuss the advantages of 
the MEGA organization and structure as a 
vehicle for raising large amounts of capital 
compared to using the electric utility for the 
same purpose. I show that the MEGA is a 
more efficient structure for raising capital, 
as it provides a significantly lower cost of 
capital with little, if any, unmanageable 
increase in risks to ratepayers. This chapter 
also describes the organization and structure 
of a MEGA, including its purpose, permitted 
activities, financing arrangements and 
operations. But first, I look more closely at 
the capital requirements and the mechanisms 
currently being used to support deep 
decarbonization. 

Deep Decarbonization 
Scope of the Effort Required4.1| 

Deep decarbonization of the United States 
economy requires nothing short of a retooling 
of our country’s entire energy infrastructure. 
The retooling extends to the technologies we 
use to generate electricity, the vehicles we rely 
upon for transportation, the sources of heat for 
our industrial processes and the fuels we use 
to provide space heating and hot water to our 
homes and buildings. 

There are no generally accepted blueprints for 
how deep decarbonization of the U.S. economy 
could be accomplished, and therefore no 
consensus estimates of how much this would 
cost. One point estimate by Mark Jacobson 
of Stanford University and his colleagues 
suggests that just the total new investments 
in electricity generation resources in 2017 
dollars to achieve total decarbonization of 
the continental United States by 2050 will be 
between $12 and $16 trillion.61 When additional 

61 Mark Z. Jacobson, et.al., “A Low-Cost Solution to the Grid 
Reliability Problem with 100% Penetration of Intermittent 
Wind, Water and Solar for all Purposes (Supporting 
Information),” Proceedings of the National Academy of 

costs of transmission and distribution 
investments required to support the increased 
electricification of our economy are included, 
the costs are significantly higher. 

The generation resources identified by 
Jacobson to accomplish this objective are 
shown in Table 4-1. The scale, scope and 
penetration are noteworthy. Assuming an 
average size unit by generation type shown 
in the first column, the Jacobson “solution” 
requires more than 75 million residential solar 
PV roofs, 335,000 land-based wind turbines 
and another 150,000 off-shore, almost 3 
million commercial building solar PV roofs, and 
35,000 wave turbines and the list goes on to 
include generation technologies that are not 
yet being deployed in this country or anywhere 
in the world at commercial scale. 

It is not surprising that this reconfigured 
generation fleet would require trillions of 
dollars of new investment. And, as discussed 
in the prior two chapters, this is only part 
of the picture – there will need to be further 
investments in electric transmission and 
distribution grids. 

The scale and scope of the changes and 
investments necessary to achieve deep 
decarbonization of the U.S. economy are 
enormous. But, change on this scale is not 
unprecedented. Over our 200-plus year 
history, the United States has seen similar 
transformative activities relative to the then 
size of our country. These have included the 
development of canals in the early 1800s, 
railroads through the middle and late 1800s, 
telephone and electricity during the first half 
of the 1900s and the road and later interstate 
highway systems to support the automobile 
throughout the 20th century. In addition, we 
have constructed major infrastructure systems 
to provide clean water and the collection and 
treatment of sewerage.

Sciences, 112, doi:10.1073/pnas.1510028112, 2015, Table S2, 
page 14. Jacobson’s work is not without its critics, most of 
whom agree that he underestimates the resources required 
to actually “run” an electric grid to provide relable electricity. 
To the extent these criticisms are valid, they would increase 
the costs in the Jacobson work further. 
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Each of these prior examples share some 
similarities with deep decarbonization, but also 
an important fundamental difference. With 
respect to the similarities, they all involved the 
development of complex network systems 
featuring infrastructure assets that were long-
lived and where the value of the network 
increases with its size, breadth and scope. Each 
of these instances also involved the raising of 
enormous amounts of capital. The ability to 
raise such capital, in turn, required the creation 
of new organizations, institutions, rules and 
regulations. These included the establishment 
of charter corporations, the granting of 
franchises, the extension of eminent domain 
authority, the establishment of public utilities, 
the provision of government guarantees and 
the creation of governmental and quasi-
governmental entities such as municipal 
authorities and cooperatives.

These new structures had one thing in 
common. They were designed to create 
conditions favorable to the raising of vast 
sums of capital to support transformative 
technologies. They did this in large measure 
by reducing the risks and the transaction 
costs of such investments. Without these new 
structures, it is doubtful that investors would 
have found such investments attractive without 

requiring returns that would have made the 
costs of developing such technologies and 
infrastructure systems prohibitive.62 

The fundamental difference between deep 
decarbonization and these examples is 
that each of these prior examples resulted 
in the deployment of capital assets and 
technologies that significantly enhanced 
our nation’s productivity and contributed 
to the growing wealth and economic well-
being of the country. The return from these 
investments was measured in rising personal 
incomes, improved economic well-being and 
growing national wealth, thereby creating 
the economic imperative to initiate and then 
expand their development. In contrast, deep 
decarbonization does not create the same 
economic gains. There are no immediate 
productivity gains that result from replacing 
electricity generated in a coal plant with 
electricity generated by the sun or from 
replacing the internal combustion engine in 
a passenger car with lithium ion batteries 

62 A notable example of one such condition is the Price-An-
derson Nuclear Industries Indemnity Act of 1957 limiting liabil-
ity of companies that develop nuclear power plants, without 
which it is generally acknowledged no commercial nuclear 
power plants could have been financed. More recently, we 
have seen in New England how the lack of a structure to raise 
capital has made it impossible to financially support any sig-
nificant expansion of natural gas pipelines into New England.

Generation Type Capacity Per 
Unit (MW)

# Of Generating Plants

Existing New Total

Onshore Wind 5 12,160 323,240 335,422

Offshore Wind 5 0 154,380 154,387

Residential PV 0.005 692,000 74,668,000 75,360,000

Commercial/government PV 0.1 17,300 2,731,700 2,750,000

Utility Scale PV 50 35 46,285 46,329

CSP w/ some storage 100 0 3,629 3,629

Geothermal 100 24 184 207

Hydropower 1,300 67 0 67

Wave 0.75 0 34,933 34,926

Tidal 1 0 8,250 8,082

Solar Thermal for UTES 50 0 9,338 9,380

TABLE 4-1 | Generation Necessary for Full Decarbonization
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and electric drivetrains. Further, any longer-
term productivity gains are speculative at 
best. Rather, the primary benefits of deep 
decarbonization lie in the avoidance of long-
term costs associated with economic and social 
dislocations and adverse health consequences 
that are predicted to result from global climate 
change caused by increasing concentrations 
of CO2 in earth’s atmosphere. While Americans 
often reference Benjamin Franklin’s adage that 
an ounce of prevention is worth a pound of 
cure, we have never been very successful at 
mobilizing resources in support of prevention 
policies, especially when what is being 
prevented lies a generation or more in the 
future, is not itself well-defined, and requires the 
collective actions of all of the world’s nations.

Accordingly, as we look to accomplish deep 
decarbonization whether nationally or in 
Maine, we must solve two problems. First, 
we must develop the legal, regulatory and 
financial structures that will facilitate raising 
the trillions of dollars of investments necessary 
to support deep decarbonization. Second, 
we must ensure that those structures can be 
used by people and communities that have the 
desire to act today to prevent the catastrophic 
consequences of global warming rather than 
the need to respond in the future to cure the 
devastation caused.

Current Decarbonization
Activity4.2| 

To date, most of the CO2 reductions in the 
U.S. have been supported by government 
tax preferences or advantages (e.g., the 
PTC, ITC, ZEV tax credits and accelerated 
depreciation), state-level renewable portfolio 
requirements (RPS) and targeted state grant 
programs. However, these measures in and of 
themselves have not been sufficient for most 
large-scale renewable energy projects. Large 
scale investments have also required additional 
revenue streams to make them economically 
viable. These revenue streams have taken the 
form of long-term power purchase agreements 
(PPAs). For the vast majority of such projects, 
the counterparties in these long-term 

PPAs have been regulated electric utilities. 
Importantly, the cost calculations rarely include 
costs of externalities such as CO2 emissions. 

Regulated utilities have for the most part 
evaluated large scale renewable projects in 
the context of the need for new generation 
resources to meet loads. The decisionmaking 
processes have been driven by least-cost 
planning criteria. The generation projects 
selected are those that are determined to 
deliver the lowest cost energy to utility 
ratepayers over their life-cycles, while 
meeting overall system reliability and stability 
requirements. 

There have been exceptions to the lowest cost 
decision criterion. In some instances, state 
policy has explicitly directed regulated utilities 
to seek PPAs from specific sets of generating 
resources that meet legislative criteria. The 
so-called “Tri-State RFP” (involving utilities in 
MA, CT and RI), the Massachusetts’ hydro/wind 
and offshore wind RFPs and the most recent 
initiatives in New York, New Jersey and Rhode 
Island to procure off-shore wind generation 
are examples of this type of exception. In 
other instances, where states have set certain 
medium or long-term goals for CO2 emission 
reductions from power generation, their 
regulated utilities have incorporated these 
goals into their decision making with respect 
to which generation resources to undertake. 
Finally, there are instances in which regulated 
utilities have developed or entered into PPAs 
with renewable projects to broaden their 
generation base and learn more about the 
characteristics of such resources. These latter 
instances have generally tended to be small 
scale – usually well below 100 MW of total 
capacity across all such instances.

The fundamental problem with this model is 
that it is inadequate to accomplish the goal 
of deep decarbonization. Despite astonishing 
improvements in the performances and costs 
of renewable energy resources, especially 
solar and onshore wind, renewable energy 
resources are still not cost-competitive with 
natural gas generation technologies in most 
of the country, including New England, in the 
absence of tax incentives and preferential 
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subsidies. To compete financially, they still 
require some form of financial assistance. 
This is in part because real prices for fossil 
fuels (and especially natural gas) have fallen 
sharply over the past decade, while the long-
term trajectories of fossil fuel prices have 
become much less bullish and, in some cases, 
have actually turned bearish as fossil fuels are 
replaced by renewable energy. For example, 
one study estimates that if EVs grow to a 
third of the automobile market worldwide, the 
demand for oil will be reduced worldwide by 
9 million barrels a day, an amount that is just 
below the total production of Saudi Arabia.63 
The loss of such a large portion of demand can 
be expected to result in significant suppression 
of oil prices in world markets.

A consequence of low fossil fuel prices is 
that using a lowest cost standard for utility 
generation expansion planning and decisions 
to determine which generation technologies 
and projects will receive utility support will 
likely result in the development of renewable 
generation at levels far below those necessary 
to achieve deep decarbonization. For example, 
Ohio recently approved two new natural gas-
fired generating plants with capacities of 1,100 
and 900 MW to take advantage of cheap 
shale-based natural gas in the Utica field. 
While these plants may reduce CO2 emissions 
in Ohio and the PJM Power Pool as a result of 
the displacement of coal-fired generation with 
natural gas, the reduction will be at the margin 
and relatively small in light of what is required 
to achieve deep decarbonization. In the final 
analysis, these plants are still fossil-fuel plants.

In addition to utilities as off-takers, we have 
seen a recent increase in renewable energy 
projects supported through “virtual” Power 
Purchase Agreements (VPPAs), where the 
counterparties have been some of the largest, 
most prestigious, most financially secure and 
highest rated private companies in the country. 
These VPPAs are being used to meet corporate 
goals for CO2 reduction. Figure 4-1 shows 
major purchases by large corporations through 

63 This is based on a recent study by Barclays. See https://
www.cnbc.com/2017/10/05/electric-cars-could-cut-oil-de-
mand-roughly-equal-to-irans-output.html. 

VPPAs from 2014 through the first quarter of 
2019. These purchases total 15.5 GW of capacity, 
primarily for wind generation. Interestingly, 
these purchases have increased even as the 
average wholesale price of energy in the U.S. 
has fallen. The sharp increase in 2018 levels 
is the result of companies wishing to finalize 
VPPAs prior to when the reduction in federal 
tax incentives begins to phase-in. 

Table 4-2 shows that it is not just large 
corporations that have entered this market. U.S. 
colleges and universities have begun to take 
advantage of PPA and VPPA opportunities to 
meet their greenhouse gas emission reductions 
commitments. Here, too, the volumes are still 
relatively small. In fact, the combined total of 
renewable generating capacity across both 
Figure 4-1 and Table 4-2 represent about 
two-tenths of one percent of the total 6.4 TW 
of renewable generating capacity identified in 
Table 4-1 as required for deep decarbonization.

In the non-utility space, I believe that we 
can expect to see more examples of private 
companies, higher education institutions and 
even government entities entering VPPAs to 
support new renewable generation. However, 
the energy consumption of such entities with 
credit ratings high enough to underwrite 
financeable VPPAs is limited. And, of course, 
not all such entities will voluntarily enter into 
such long-term contracts.64

In addition to the above two sources of 
financial support for increased renewable 
generation, I expect to see increases in 
community aggregation efforts designed to 
support renewable energy projects. These 
may be undertaken in combination with 
municipal utilities,65 or they may be through 

64 The Climate Group, which operates the RE100 initiative 
to which many of the country’s largest companies belong, 
reported recently that the total electricity usage created of 
this group is now over 161 TWh a year. Assuming an aver-
age capacity factor of 45%, this equates to roughly 41 GW 
of capacity. While this is impressive, as we note in the next 
section, even if it is all met by renewable generation, it is 
about 20% of the amount of capacity that will need to be 
installed each year for the next three decades to achieve 
deep decarbonization. https://nawindpower.com/t-mobile-
source-electricity-wind-power 
65 See, for example, https://sepapower.org/knowledge/ne-
braska-community-solar/
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FIGURE 4-1 | Corporate VPPAs with Renewable Generation Projects

SOURCE: Renewable Energy Buyers Alliance. https://rebuyers.org/wp-content/uploads/2019/03/reba-deal-tracker.pdf

TABLE 4-2 | University VPPAs with Renewable Energy Projects

University MW Location

Michigan State University 10 Onsite

Cornell University 12 Offsite

American University** 12 Offsite

Harvard University 12 Offsite

University of Illinois 15 15 On/Offsite

UC Davis 16 Offsite

Mt. St. Mary’s & Univ. of Maryland System 17 Onsite

Arizona State University 25 Onsite

George Washington University** 36 Offsite

MIT** 44 Offsite

Ohio State University 50 Offsite

University of Maryland 55 Offsite

Oklahoma State University 60 Offsite

Stanford 78 Offsite

UC System 80 Offsite

University of Oklahoma 101 Offsite

** Part of an Aggregated Purchase

SOURCE: Customer First Renewables, presentation to New York Campus Renewable Energy Solution (NYCARES)”, October 13, 2017
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aggregated purchasing arrangements, such 
as the “Community Choice Aggregation” 
option in California.66 While these efforts 
are contributing to lowering greenhouse 
gas emissions, I do not believe that they will 
contribute much to meeting the full scope of 
renewable generation that is required to achieve 
deep decarbonization. The scale is very limited 
in large part because the transaction costs to 
achieve a developed project are very large.

In summary, I do not believe that the vehicles 
through which renewable energy projects 
are financed and developed today in the U.S. 
are adequate to meet the scale necessary 
to achieve deep decarbonization of the U.S. 
economy. The results to date bear this out. As 
shown in Table 4-1, across all of the renewable 
generation technologies included in the 
Jacobson “solution”, only hydropower has 
met its target development levels. None of the 
other technologies come close. In fact, across 
all the technologies including hydropower, 
the total installed capacity today of 157 
GW represents only 2.5% of the 6.4 TW of 
generation required. 

Organizational Options for 
Raising the Required Capital4.3| 

By any standard of comparison, the 6.4 
TW of generating capacity required per the 
Jacobson study is a lot of generation, and 
$12 to $16 trillion is a lot of money. If deep 
decarbonization is to occur by 2050 and if 
the pathway to this result is generally linear 
between now and 2050, the annual renewable 
generation capacity additions required in the 
United States would be approximately 200 
GW representing an annual investment of 
$375 billion. This $375 billion would represent 
one of out every eight dollars of the total $3.1 
trillion of gross private domestic investment in 
the United States in 2016.67 Further, this level 

66 See, for example, https://geothermal.org/PDFs/Articles/
16JulyAug.pdf 

67 https://fred.stlouisfed.org/series/GPDI

of investment would have to continue for 30 
years through 2050, a period during which 
much of our country’s existing water, sewer 
and road networks will require replacement, 
and the demands for capital investments 
in the health care, technology, information, 
communications and manufacturing sectors 
will continue to grow.

An alternative way to put the 200 GW 
of generation and $375 billion of new 
investment in perspective is to compare 
each to the amount of all new generating 
capacity (including fossil-fueled and nuclear 
generation) brought on line across the entire 
United States during each of the past 10 years 
and the dollar amount of that investment. 
Figure 4-2 presents annual generation by 
type commissioned in each of the ten years 
from 2006 through 2016.68 The average 
amount of all new generation capacity, not 
just renewable generating capacity, brought 
on-line each year over this period was only 16 
GW, with a high of 28 GW in 2016. 

Figure 4-3 shows new capacity additions for 
only renewable generation, compared to the 
average annual amount of such generation that 
needs to be brought on line to reach the 6.4 
TW level by 2050. Clearly, we are still falling far 
short of the investments required.

Figure 4-4 shows new investments in clean 
energy in the U.S. by generation type over 
the last 13 years. The figures are reported by 
quarter. They show quarterly investments 
ranging from $5 billion to $15 billion, or around 
$40 billion per year. This is just over 10% of the 
$375 billion required each year between now 
and 2050 to achieve deep decarbonization 
of the U.S. economy, based on the Jacobson 
study, or any of the other studies that have 
looked at this issue. 

Absent new organizational structures, new 
investment vehicles or major changes in the 
electric utility industry, I expect that the means 
of raising the amounts of money required will 

68 These figures are for all new generation and are not net 
of unit retirements. 
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FIGURE 4-2 | U.S. Generation Additions by Type from 2006 - 2017

SOURCE: https://www.eia.gov/electricity/annual/html/epa_01_02.html

FIGURE 4-3 | Renewable Generation Requirement v. Actual Generation Installed over Last 12 years

SOURCE: https://www.eia.gov/electricity/annual/html/epa_01_02.html
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be to follow the path begun in a few states  
such as Massachusetts. This path involves the 
conversion of investor-owned electric utilities 
(IOUs) into agents of social policy. 

Our country’s electric utilities have a long 
history of being used to affect social policies. 
Examples include low-income rate subsidies, 
rate designs to encourage economic 
development, administration and delivery of 
energy efficiency and conservation programs 
and the siting of energy infrastructure. These 
actions, however, have always represented only 
very small percentages of any utility’s total 
costs of providing service, customers served or 
commitment of staff and operating budgets. To 
ask IOUs to raise $375 billion a year from their 
ratepayers to implement a societal decision to 
achieve deep decarbonization by the middle 
of this century is unlike any other action they 
have undertaken since the electrification of the 
country in the early 20th century.

This comparison with electrification that began 
in earnest over a century ago is an important 

one both for its similarities and its differences. 
Electrification for most of the population by 
World War II was enabled by the extraordinary 
capital raising capabilities of IOUs, made 
possible through a regulatory system that 
provided a legal right for shareholders of 
those utilities to earn a fair return on their 
invested capital. This has been referred to 
as the “regulatory bargain”, an arrangement 
under which IOUs agreed to an obligation 
to provide electric service to all customers 
within their designated service territories on 
fair, equitable and non-discriminatory terms, 
and in return those customers assumed an 
obligation to compensate IOU shareholders by 
providing them a fair return on their invested 
capital. In essence, IOU shareholders (and by 
extension bond holders) secured access to the 
“wallets” of their customers as collateral for 
their investments. This collateral allowed for 
the lowering of the cost of invested capital to 
the IOU’s ratepayers by reducing risks borne 
by shareholders. The captive ratepayers of the 
IOU provided the financial security that allowed 

FIGURE 4-4 | New Investment in Clean Energy – U.S. by Generation Technology

SOURCE: Bloomberg, “Clean Energy Investment Trends, 3Q 2018,” https://data.bloomberglp.com/
bnef/sites/14/2018/10/BNEF-Clean-Energy-Investment-Trends-Q3-2018.pdf
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IOUs to raise the billions of dollars necessary 
to develop the generating plants and build out 
the electric grid to provide electric service to 
the vast majority of the country’s businesses 
and residents.69

This experience has demonstrated that 
the regulatory bargain is capable of raising 
substantial amounts of capital. I believe that 
it could likely do the same today if called 
upon. There are two crucial differences, 
however, between the electricification of 
America in the early part of the 20th century 
and deep decarbonization. First, as noted 
earlier, electricification provided a significant 
improvement over prior technologies, thereby 
yielding positive economic returns to the 
beneficiaries. This created real advantages 
for people and businesses to interconnect 
to and remain customers of the electric grid. 
Second, electrification involved the build-
out of an electric grid – a near ubiquitous 
network interconnecting virtually every home 
and business in the country. This network 
embodied many characteristics of a natural 
monopoly service essential to modern 
living and for which there are few effective 
substitutes. Combined, these differences 
enabled a very important concession - the 
utility’s obligation to provide service was 
coupled with a grant of exclusivity under 
which it would be the only entity authorized 
to provide such service. This made ratepayers 
captive customers of the IOUs and made “exit” 
a very difficult and generally an uneconomic 
option for ratepayers, thereby enhancing the 
value of ratepayers as financial security for 
IOU shareholders and reducing overall capital 
requirements and costs. 

In contrast, the generation investments 
necessary to achieve deep decarbonization 
have no similar productivity impacts or natural 
monopoly characteristics. In fact, with respect 
to the latter, most investments in renewable 

69 As powerful as this model was as a means to raise capi-
tal, it could not overcome certain financial hurdles involved 
in providing electric service to very rural and/or very poor 
parts of the country. In these instances, community mem-
bers formed municipal utilities or electric cooperatives and 
secured financing and concomitant guarantees from the 
federal government. 

generation are being undertaken today by 
hundreds of entities that are not utilities, and 
that are not regulated. As a result, the natural 
monopoly argument provides no reason to 
use the utility as the vehicle for developing the 
required generation resources. Rather, there 
are two compelling reasons not to do so. 

The first compelling reason not to use the 
utility as the vehicle for developing the 
renewable generation resources necessary 
to achieve deep decarbonization is that this 
option makes it much more difficult to take 
advantage of competitive market pressures 
to drive cost reductions and capture dynamic 
efficiencies. The advantages a utility possesses 
in terms of its access to captive ratepayers and 
its provision of transmission and distribution 
services are so dominant that there is a danger 
that these advantages will leave the utilities in 
sole possession of the entire electric industry 
much as they had been prior to the 1980s. 
This would effectively undo the gains achieved 
through competition over the past 40 years 
and could usher in an era of technological 
stagnation across the entire industry. 

A second argument against using IOUs as 
agents for effecting social policy goals and 
objectives is that it places the IOU in a potential 
conflict situation. Management’s fiduciary duties 
to IOU shareholders may not lead the IOU to 
outcomes consistent with the implementation 
of social policy. When IOUs are directed to 
pursue social policy goals and objectives, 
their shareholders become exposed to risks 
they would otherwise not have to bear. One 
would expect IOUs to seek to be compensated 
for these risks, either in the form of a higher 
allowed rate of return to equity or incentive 
payments to the IOUs. Not surprisingly, when 
IOUs have been asked to operate in this manner, 
they have done precisely that.70

70 An interesting overview of this and the various ap-
proaches adopted by the California Public Utilities Com-
mission can be found in “An Introduction to Debt Equiv-
alency,” California Public utilities Commission, Policy & 
Planning Division, August 4, 2017, http://www.cpuc.ca.gov/
uploadedFiles/CPUC_Public_Website/Content/About_Us/
Organization/Divisions/Policy_and_Planning/PPD_Work/
PPD_Work_Products_(2014_forward)/PPD%20-%20
Intro%20to%20Debt%20Equivalency(1).pdf
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In effect, IOUs are positing that access through 
them to their captive ratepayers for the 
purposes of achieving social policy goals and 
objectives comes at a cost. This cost is the 
IOUs’ assessments of the degrees and extents 
to which their shareholders are back-stopping 
the risks that (i) societal policies are changed 
leaving those assets acquired by the IOUs 
stranded and not capable of recovery through 
market-based prices from their ratepayers; (ii) 
the IOUs’ implementations of social policies 
are done in a manner that is determined to be 
imprudent and therefore not qualified for cost 
recovery from ratepayers; or (iii) the IOUs incur 
administrative costs in implementing social 
policies for which they are denied recovery 
from ratepayers. 

Each of these risks is a real one. Over the 
course of more than a century of electric 
utility regulation, each of these risks has 
been borne at one time or another and to 
one degree or another by many IOUs in this 
country. While utility shareholders, regulators 
and ratepayers may differ in their estimates of 
the likelihoods and magnitudes of these risks 
and therefore the amount of compensation 
due to IOU shareholders, the risks exist. 
Having IOU shareholders positioned to bear 
these risks provides value to society that must 
be taken into consideration, and for which 
they must be compensated.

The issue of risk does not disappear when 
utilities act as counterparties to long-term 
contracts with private developers compared 
to when they act as developers and owners 
of renewable generation projects. The PPA 
structure simply substitutes one group of 
shareholders (those who hold equity positions 
in the project) for the utility’s shareholders. 
There is little reason to expect that these 
shareholders will view risks any differently 
or require less compensation to bear them 
compared to utility shareholders. 

In addition, utility shareholders have 
indicated that the PPA itself exposes them 
to increase risks. This is not a new argument. 
Three decades ago, utilities made the same 
argument when they were being directed 
by state regulators to enter into long-term 

PURPA contracts with independent power 
producers. Their proposed remedy was to be 
allowed to charge an “adder” to the value of 
such contracts to cover administrative costs 
and as compensation for the increased risks 
to utility shareholders from the structure of 
long-term power contracts. Therefore, it is not 
a surprise to see that Massachusetts utilities 
(Eversource, National Grid and Unitil) sought 
and were awarded a 2.75% adder to the recently 
approved Avangrid off-shore wind PPAs in 
filings at the Massachusetts Department of 
Public Utilities.71

In summary, the use of IOUs as the 
implementing agents of a social policy 
designed to achieve deep decarbonization 
of the U.S. economy has both advantages 
and disadvantages. The key advantages are 
(i) access to captive ratepayers to support 
investments in long-lived assets, either directly 
through utility ownership of these assets or 
through PPAs with third-party owners, (ii) 
the presence of a management structure 
that can implement social policy directives 
and (iii) the role of IOU shareholders as back-
stoppers of risks associated with changes in 
policy, technologies and economics or errors 
in implementation. The key disadvantages are 
the loss of competitive market pressures where 
IOUs develop and own renewable generation 
within their franchise territories and the risk 
exposure of IOU shareholders and/or the 
project owners, both of which add to the costs 
of achieving social policy objectives. 

We know from experience that IOU 
shareholders can be coaxed into bearing risks 
that will come from financially supporting 
$375 billion a year in new generation plant 
alone, plus the additional billions in grid 
enhancements required to accommodate 
this generation and the growth in electricity 
usage from beneficial electrification. The 
question is whether they can be so coaxed at 
a reasonable price. For the management and 
shareholders of an IOU, the decision to act as 

71 See the Order of the Massachusetts Department of 
Public Utilities in D.P.U. 18-76, 18-77 and 18-78, respectively, 
Section 83C Long-term Contracts for Offshore Wind Ener-
gy Generation. 
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the implementing agent for a social policy of 
achieving deep decarbonization is nothing short 
of a “bet the farm” decision. We should not kid 
ourselves – IOUs will never make this type of 
commitment without a complete insulation of 
its shareholders from all risks that management 
can imagine and then some. If this occurs, it is 
fair to ask whether IOUs and their shareholders 
provide any incremental value in the effort to 
achieve  deep decarbonization, and if they do 
not, whether there is another organizational 
structure or investment vehicle that provides 
the same access to captive ratepayers and 
an effective management structure but at a 
lower cost. I do not believe that IOUs provide 
any incremental value in the effort to achieve 
deep decarbonization, and that there is a viable 
alternative.

Electricity Generation 
Authorities4.4| 

The key challenge of deep decarbonization is 
the creation of an organizational structure in lieu 
of existing IOUs that can serve as an investment 
vehicle for raising the trillions of dollars nationally 
and the $56 billion in Maine over the next three 
decades for investments in electric generating, 
transmission and distribution plant to achieve 
deep decarbonization of the U.S. and Maine 
economies. This new structure must provide 
for the creation of an entity with the following 
characteristics:

• An entity that is authorized to raise the 
capital necessary to develop the renewable 
generating assets required to achieve deep 
decarbonization on the most favorable and 
efficient terms.

• An entity that is empowered to make 
decisions regarding what renewable 
generating plants should be built and to 
develop those generating plants through 
the issuance of competitively bid design-
build contracts to third-party developers to 
ensure the lowest possible costs.

• An entity that has access to existing electric 
ratepayers and the ability to commit those 
ratepayers as collateral to provide financial 

support for long-lived generating assets to 
reduce the cost of capital.

• An entity that has the ability to hold those 
electric ratepayers captive once such 
a commitment has been made on their 
behalf to reduce risks and therefore the 
cost of capital.

These characteristics follow from the nature 
of the investments required. The generation 
plant types shown in Table 4-1 as well as the 
solar, on-shore and off-shore wind and battery 
storage units that are specified in the Maine 
pathway laid out in Chapters Two and Three 
possess a common attribute relative to fossil 
fuel generating plants operating today. They 
all involve a tradeoff of higher initial capital 
costs for very low ongoing operating costs. 
As a result, anything that can lower the cost 
of capital will have significant impacts on 
the total costs necessary to achieve deep 
decarbonization. Of all the potential options for 
raising capital today, one of the least expensive 
options is the use of states’ and/or municipal 
governments’ abilities to achieve 100% leverage 
through the issuance of debt. The cost of 
capital may be reduced further if it is possible 
to issue such debt on a tax-exempt basis or to 
secure federal government loan guarantees. I 
refer to entities capable of accomplishing this 
as Electricity Generation Authorities or EGAs.

While EGAs have some of the characteristics 
of municipal electric utilities, they are different 
from such utilities in terms of their scope and 
functions. They are authorized solely to raise 
the dollars necessary for the development 
of renewable generation over the next three 
decades. They have no responsibility in or 
involvement with the delivery of electricity. 
They exist independently from the transmission 
and distribution functions of today’s municipal 
electric utilities, IOUs and RTOs, who remain 
responsible for ensuring that the electric grid 
meets all reliability and stability standards. 
Instead, EGAs operate to procure energy 
with expanded authority to develop and own 
renewable generation plants and to commit 
ratepayers to meeting the financial investments 
required to fulfill this task.
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The value of an EGA derives from its 
ability to maximize leverage and to issue 
debt on tax advantaged terms for the sole 
purpose of financing the development of 
renewable generation plants. By using the 
full leveraging capability provided by their 
captive ratepayers and their tax advantaged 
status (with support of federal guarantees 
where applicable), EGAs are able to finance 
renewable generation development through 
the issuance of long-term bonds for 100% 
of the project cost at rates in the 3% range, 
given current capital market conditions. 
This compares to the weighted costs of 
capital sought by IOUs in excess of 7% 
and even higher returns sought by private 
project developers and reflected in long-
term PPA prices. This roughly 400 basis 
point differential on a single year’s worth 
of required investments of $375 billion, if 
financed over 30 years, results in a reduction 
in annual debt service costs of $11 billion 
and over $330 billion over the life of the 
financing for just this one year of investment. 
Compared with an IOU, an EGA offers the 
opportunity to cut in half the revenues that 
must be raised from ratepayers to achieve 
deep decarbonization. This is no small matter. 
For Maine alone, the difference between a 
3% and 7% cost of capital, all other things 
being equal, is $12 billion over the thirty-year 
transition period, and approximately $1.2 
billion a year thereafter.

The lower effective cost of capital is not cost-
free. It is achieved through two important 
means. The first and the smaller of the two in 
terms of impact is the tax preference accorded 
interest income derived from debt issued by 
state authorities. Since this interest income is 
exempt from all income taxes, the market will 
support the issuance of such debt at lower 
rates, all other factors being equal.72

72 It could be argued that this tax preference simply shifts 
income tax burdens onto other income sources, and 
therefore the tax preference represents a reshuffling of the 
government revenue deck of cards and not real savings to 
electric ratepayers. This is a fair point; however, given the 
full scope of all tax preferences embedded in the federal IRS 
codes as well as those in state and local income tax laws 
and regulations, it is very difficult to isolate one such prefer-
ence and attach costs to that item. 

The more significant source of cost savings 
is achieved through the elimination of 
shareholder equity that comes with the 
ability to achieve 100% leverage for EGA 
supported investments. The elimination of 
shareholder equity means that all risk is borne 
by the purchasers of EGA debt.73 This, in turn, 
requires that the debt is backstopped by 
ratepayers in the first instance and possibly 
state governments, to the extent that these 
government entities pledge their full faith and 
credit to support interest payments over the 
term of the debt to achieve even lower interest 
rates. Whether this represents an attractive 
option for ratepayers (and by extension state 
and local governments) depends on the nature 
of the risks assumed, and the probabilities that 
worse-case outcomes will occur with respect 
to these risks. Therefore, it is important to give 
careful consideration to the nature of the risks 
captive ratepayers will shoulder under the 
EGA structure. I will return to this issue of risk 
following a discussion of the organizational 
structure and operations of EGAs. 

4.4.1 | Organizational Structure
The discussion thus far has been general 
enough to encompass Energy Generation 
Authorities at any level of government, 
including state, regional, county or municipal. 
My belief, however, is that the scale of 
investments required, the need to coordinate 
these investments to ensure grid reliability and 
stability and the level of expertise necessary 
to carry out the functions of an EGA point 
strongly to the establishment of a single EGA 
at the state level in Maine. At the same time, I 
recognize that support for the establishment of 
an EGA in Maine will vary considerably across 
the state. The evidence to date indicates that 
support for aggressive actions designed to 
reduce CO2 emissions will tend to be strongest 

73 This is not unprecedented. Many electric utilities that un-
derwent restructuring were left with billions of dollars of un-
economic assets (“stranded costs”). The portion of stranded 
costs that were determined to be the obligation of ratepayers 
were often isolated and securitized through the issuance of 
bonds to cover 100% of the amount of such stranded costs. 
This was the lowest cost option for ratepayers, who achieved 
this outcome by guaranteeing to pay unconditionally the full 
amount of the debt service over the life of the bonds.
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in those communities that have adopted or 
are planning to adopt sustainability plans that 
include significant emission reduction targets. 
Given the enormous efforts required to achieve 
deep decarbonization and the pressing need 
to begin these efforts sooner rather than later, 
I believe that a state EGA can provide those 
communities where the demand for clear and 
strong collective actions to address global 
warming exists with a vehicle for implementing 
those demands.74

4.4.2 | Purpose
The purpose of a Maine EGA (“MEGA”) is to 
finance and own (a) energy generation plants 
that generate electricity using renewable fuels 
(including, but not limited to solar, wind, hydro, 
wave, tidal, and biomass), that produce zero 
greenhouse gas emissions and that are capable 
of delivering all electricity generated into 
Maine in amounts sufficient to meet residential 
and business energy requirements, and (b) 
electricity storage systems that can store 
sufficient quantities of electricity generated by 
renewable generation projects to enable Maine’s 
electricity grid to meet total Maine demands for 
electricity at all times of the year.

For the first ten-years of its life, the MEGA 
will carry out this purpose through two 
parallel sets of activities. One track – its 
“municipal program” – will act to syndicate 
the development of renewable generation 
on behalf of municipalities that wish to 
provide their residents and businesses with 
renewable electricity generation. Participation 
of a municipality will be on a voluntary basis 
through acquiring subscription shares of 
renewable generation projects. These shares 
will entitle the municipality to its proportionate 
share of the environmental attributes of 
the project. In return, the municipality will 
be responsible for that same proportionate 
share of the financing costs incurred by the 
MEGA as well as an allocated share of MEGA’s 
net administrative costs. These costs will be 
paid by the residents and businesses of the 

74 “Municipal” is meant to include counties or consortia of 
cities and towns that choose to organize to form a single 
off-taker for purposes of participating through the MEGA.

municipality. There is no limit to the amount of 
such projects that the MEGA can undertake.

The second track – its “state program” – will 
develop renewable generation projects on behalf 
of all electric ratepayers in Maine. The net costs 
and environmental attributes of these projects 
will be assigned to all ratepayers in the state 
based on their electric energy use. This track is 
limited to no more than 200 MW of nameplate 
capacity each year during the first ten years.

The MEGA will evaluate the total amount of 
generation capacity under contract in year ten 
under both the municipal and state programs. 
If that total amount is below the amounts 
it determines are necessary to achieve full 
decarbonization by 2050, the MEGA will be 
authorized to increase its purchases under 
its state program in amounts sufficient to 
bring the state back on track to achieve zero-
carbon by 2050. In any case, the MEGA will 
continue to offer municipalities the opportunity 
to acquire shares of syndicated generation 
projects on a voluntary basis under its 
municipal program after year ten.

4.4.3 | Permissible Activities 
The MEGA should be permitted to undertake the 
following activities in fulfillment of its purpose, 
but shall not be permitted to engage in any 
activities that could reasonably be expected to 
expose Maine ratepayers to additional financial 
risks. Its permitted activities include:

• Acquire fee simple ownership or easements 
in or enter long-term leases of real estate 
within as well as outside of Maine. All 
land holdings and improvements to 
the same regardless of where located 
shall be treated as exempt from Maine 
local property taxes to the fullest extent 
permitted under the law.

• Issue revenue bonds of various terms (but 
none longer than 30-years) for up to 100% 
of the costs of a renewable generation 
plant, including capitalized interest during 
construction of the plant and working 
capital related to the operations and 
administration of the MEGA.
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• Enter into contracts with third-parties for 
(i) the construction of renewable generation 
plant, (ii) the operations and maintenance 
of renewable generation plants owned by 
the MEGA and (iii) the provision of support 
services to the MEGA, including energy 
planning, energy market sales, energy 
contract review, accounting, legal and other 
types of administrative services.

• Establish renewable energy surcharges that 
are imposed on Maine electricity ratepayers 
to support the revenue bonds issued 
by the MEGA and the other costs of the 
MEGA. The surcharges are to be billed and 
collected by the local electric transmission 
and distribution utilities and remitted to 
the MEGA. For municipal track projects 
and related expenses, the surcharges 
shall apply only to ratepayers located in 
those municipalities participating in each 
syndicated project. For state track projects 
and their related expenses, the surcharges 
shall apply to all ratepayers in Maine.

The MEGA shall be explicitly prohibited from 
engaging in any of the following activities:

• Energy trading except to the extent 
necessary to sell the electricity generated 
by those renewable generation plants 
owned by the MEGA;

• Entering into any short-term or long-
term energy contracts for speculation or 
hedging purposes;

• Acting in any manner as a retail electricity 
supplier for any ratepayers located in any 
utility service territory in the state;

• Selling or otherwise disposing of any 
environmental attribute in any form derived 
from electricity generated by a renewable 
generation plant owned by the MEGA, 
except through the retirement of such 
environmental attribute for the MEGA’s 
account;75 and

75 While the ability to sell RECs may offset a portion of 
the costs of MEGA-owned renewable generation facilities 
to the ratepayers or citizens in the municipality, such sales 
have no impact on overall CO2 emission reductions, and 
arguably could lead to the purchasing entity taking fewer 
steps to reduce its own CO2 emissions from energy use.

• Hiring persons to provide operations and 
maintenance services for any renewable 
generation plant owned by the MEGA.76

4.4.4 | Financing
All of the renewable generation plants owned by 
the MEGA will be financed through the issuance 
of revenue bonds.77 These will be issued through 
the same channels that are available to similar 
authorities in the state, e.g., Maine Turnpike 
Authority, State Housing Authority. The intent is 
to create a structure that ensures the interest on 
all revenue bonds will be exempt from federal 
taxes to the maximum extent possible. All bonds 
issued by a MEGA must be approved by MEGA’s 
Board of Directors.

4.4.5 | On Bill Cost Recovery
The primary source of revenue to the MEGA 
are renewable generation plant charges that 
are established by the MEGA and collected and 
remitted by the transmission and distribution 
utilities in Maine. MEGA’s Board of Directors 
shall establish a revenue requirement for 
each fiscal year to support the operations 
and obligations of the MEGA. Using billing 
determinants for electric utility accounts in 
those municipalities participating in each 
syndicate and for the state as a whole that 
are provided by the local transmission and 
distribution utilities, the Board of Directors 
shall establish renewable generation plant 
charges for the recovery of the MEGA revenue 
requirement and submit those charges to local 
transmission and distribution utilities for the 
utilities to bill such charges.

The renewable generation plant charges shall 
be treated by transmission and distribution 
utilities for purposes of accounting as if they

76 The intent of this prohibition is to limit government’s 
role in the MEGA to only ownership and financing. I believe 
that operations and maintenance of all renewable energy 
developed is best handled through contracts with special-
ized private sector entities that can provide more efficient 
scale and therefore lower costs.

77 An outstanding issue is whether the state or a 
municipality should be permitted to extend to the MEGA 
its authority to issue general obligation bonds, either 
directly or through a loan guaranty arrangement.
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were charges levied by the utility to recover 
its own costs. All payments received by 
transmission and distribution utilities shall be 
allocated pari parssu between the utility and 
the MEGA.78 Those payments allocated to the 
MEGA shall be remitted to the MEGA within 
thirty days of the end of the calendar month in 
which the payments are received. Periodically, 
the transmission and distribution utilities 
and the MEGA shall true-up renewable plant 
generation charges to account for differences 
between expected and actual kWh usage levels 
in each municipality participating in a project 
syndication and for the state.

4.4.6 | Energy Market Settlements

Each MEGA shall sell 100% of the electricity 
(including energy, capacity and ancillary 
services, as may be applicable, but not 
including any environmental attributes) 
generated by each renewable generation plant 
it owns into the relevant wholesale market 
administered by ISO-NE or its counterpart 
for any plants located outside the New 
England Control Area. All sales shall be at the 
spot market price or its equivalent for those 
components of electricity for which a spot 
market does not exist. The MEGA shall contract 
with a third-party to enable all such sales to 
be made and to settle financially all such sales 
through the ISO-NE settlement process.79 
In no instance shall the beneficial title to 
the electricity generated by any renewable 
generation plant owned by the MEGA be held 
by any entity other than the MEGA prior to the 
point of its sale.

All revenue from the sale of electricity shall be 
remitted by the third-party in its entirety to the 
MEGA. These revenues will be allocated against 
the MEGA’s revenue requirement and used to 
reduce renewable generation plant charges that 
would otherwise be required to cover MEGA 
issued debt and administration costs. 

78 The MEGA should apply the same bad debt/charity/
uncollectibles factors to its revenue requirements as are 
applied by the transmission and distribution utilities. 

79 This could be done by the Efficiency Maine Trust.

 4.4.7 | MEGA Risk Profile
A key consideration regarding whether a 
MEGA offers financial benefits to ratepayers 
is its risk profile and the amount of risk that 
is being borne by those ratepayers. I have 
identified four broad categories of risks that 
would be assumed by ratepayers under the 
MEGA structure. These are:

• Technology Risk - The risk that the 
technologies and generating plants 
invested in by the MEGA will become 
outdated or otherwise rendered 
uneconomic over the course of the life of 
the debt.

• Construction Risk - The risk that any 
renewable generation projects undertaken 
by the MEGA will experience cost-overruns 
and end up costing ratepayers more money 
than projected.

• Performance Risk – The risk that any 
generation technology or individual 
generation plant owned by the MEGA will 
not perform as expected once in operation.

• Management Risk – The risk that the 
management of any individual generation 
project by MEGA will be ineffective and 
lead to higher costs over the term of the 
debt than initially projected.

I discuss each of these risks below. On balance, 
I believe that these risks can be mitigated 
and in any case, that the monetary value of 
these incremental risks assumed by ratepayers 
represents a very small fraction of the savings 
afforded ratepayers through the MEGA structure.

4.4.7.1 | Technology Risk
Any technology, no matter how useful or 
cost effective when developed, is exposed 
to risks that technological change might 
render the technology obsolete or otherwise 
uneconomic during the term of its expected 
useful life. For example, new combined cycle 
generation technologies have resulted in 
the shut-down of many steam generating 
plants long before those plants exceeded 
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their useful physical lives. In other cases, 
where electricity generation is tethered to a 
particular geographic feature such as river 
head for hydroelectric plants or wind corridors 
for wind turbines, upgrades to generating 
plants may be installed before the end of the 
useful physical life of the original equipment. 
In these and similar instances, economic 
considerations drive plant shut-down or 
modernization decisions. In shut-down 
scenarios, the expected incremental costs of 
continued operations exceed the expected 
incremental revenues the plant can produce, so 
it makes economic sense to shut-down rather 
than hemorrhage cash. In the modernization 
scenario, it may be cost-effective to maximize 
the economic value of a specific, scarce natural 
resource by replacing old technology with new 
technologies that convert the physical resource 
into electricity more cost-effectively at the 
same location. 

The renewable generation technologies identified 
in Table 4-1 and in the Maine pathway analysis in 
the previous chapters are unlikely to be subject 
to the first of the situations described above. 
These resources have essentially zero marginal 
costs, since they have no fuel costs or other 
variable operating costs. As long as it is possible 
to obtain even very small amounts of revenues 
from generating electricity, they will continue to 
operate. There is little to no risk to ratepayers 
that the marginal operating costs of these 
renewable resources will exceed the value of the 
electricity generated.80

The second instance of risk exposure, however, 
is more nuanced. Here, the risk depends on the 
technology and upon the scarcity of the geo-
spatial locations of the natural resource that is 
being captured to generate electricity. As long 
as there is no scarcity of that natural resource, 
the very large amounts of new generation 
resources required for deep decarbonization 
means there is very little risk that there will 
be economic pressure to replace any original 
technology deployed prior to the end of 
its expected useful life. This is the case, for 

80 As noted in the prior chapter, it is possible under certain 
market rules for prices to fall below zero. In such instances, 
the generator would choose not to operate. 

example, for solar PV, and given the relative 
amounts of generation called for, most likely 
for off-shore wind, wave and tidal technologies. 
It may be less true for on-shore wind, where, 
for example, we are now beginning to see 
repowering of some of the nation’s oldest wind 
turbine projects 20-30 years after these first 
came on-line. That said, the very significant 
increase in the number of turbines required over 
the next three decades will require so much of 
a demand for new projects that it is not likely 
to make economic sense to repower generating 
plants before the end of their economic lives. 
To achieve Maine’s target level of generation 
for on-shore wind under the pathway of 2,500 
GW by 2050 will require the installation of more 
than 80 MW of new turbines each year. Given 
the imperative to construct new projects to 
achieve deep decarbonization, I see little risk 
that projects once constructed will pull financial 
resources away from new projects so that they 
can be upgraded.81

A different form of technology risk is that 
technological changes lead to lowering the 
cost of a generating technology over time. This 
could result in higher per unit costs for projects 
developed during the first ten-years of the 
transition period compared to projects done 
over the last ten-years, for example. Given the 
experiences of unit cost declines in solar PV and 
onshore wind over the past decade, I expect 
that this scenario is virtually certain. There 
is a good chance that late adopters of most 
renewable generation types will pay a lower per 
unit cost (in real terms) than early adopters. 

While I believe that the risk of technology 
driven cost decreases is likely, I also believe 
that this risk is not one that has been or would 
be borne by IOU shareholders under the 
alternative structure in which IOUs are relied 
upon to finance the required generation. I am 
not aware of any case in which the timing of 
an investment decision by an IOU has been 

81 We are seeing some repowering of wind projects across 
the country. I believe most of these are being driven by the 
financial benefits associated with bringing these repower-
ings on-line before the phase-out of federal tax credits, and 
not the economic imperative of capturing any incremental 
benefits from upgrading wind turbines at the site. 
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determined to be reasonable, yet where an 
IOU has not been able to recover fully both its 
investment and a return on that investment 
over the investment’s useful life based solely 
on future declines in the unit cost of the 
technology. Accordingly, to the extent that 
an IOU is directed to take on investments in 
any generation technology at any time over 
the next three decades to achieve the societal 
imperative of deep decarbonization, I do not 
believe it likely that utility shareholders would 
ever be subjected to risk of non-recovery due 
to technology driven reductions in the unit 
costs of that technology in the future. All such 
risks would be borne by the ratepayers of the 
IOU. IOU shareholders provide no incremental 
risk protections to ratepayers.

Based on these considerations, I find that 
the potential costs to which ratepayers 
are exposed related to their assumption of 
technological risk through the MEGA structure 
are very small relative to the financial benefits 
such a structure offers these ratepayers.

4.4.7.2 | Construction Risk
Large-scale generation projects undertaken 
by IOUs have been plagued by cost overruns, 
many of which have been very substantial. 
The most egregious of these have involved 
construction of nuclear plants, although more 
recent examples of very large cost overruns 
have also included fossil-fuel generation plants 
that sought to achieve carbon sequestration 
and large hydroelectric projects.82 In contrast, 
I am not aware of any recent projects 
undertaken by third-party developers 
using solar PV technologies, on-shore wind 
technologies or battery storage technologies 
that have experienced any significant cost 
overrun issues. Further, given the maturity 
of these technologies, I do not expect to see 
future projects plagued by cost overruns. 

The last significant set of generating projects 
under the pathway are offshore wind projects. 

82 The list of such projects is very long. Three of the most 
glaring recent examples of substantial cost overruns are 
the Santee-Cooper nuclear plant in South Carolina, the 
Kemper Project in Mississippi and the Muskrat Falls hydro 
project in Labrador, Newfoundland, Canada. 

These projects represent about $20 billion of 
the more than $56 billion total investment. 
I do not expect to see any significant cost 
overruns from this technology for all shallow 
water projects that rest on the ocean floor. 
This technology has been deployed at scale 
in Europe successfully. This is not yet the 
case with deep water offshore wind that uses 
floating technologies, where the technologies 
remain largely in the experimental design 
phase. Deep water, off-shore wind does, 
however, represent a much larger share 
of renewable generation resources in the 
Maine pathway. To the extent these off-
shore wind projects are undertaken at scale 
in the latter years of the 30-year transition 
as shown in Figure 3-3, I would expect their 
cost structures to be better known, their 
development less uncertain and construction 
risk more manageable.

4.4.7.3 | Performance Risk
With the exception of floating off-shore wind 
generation, the generating technologies in 
the pathway have performed under a wide 
range of operating conditions for a number 
of years. They have logged sufficient hours 
to demonstrate that they are not subject 
to any measurable systemic risk of non-
performance. Even with floating offshore wind, 
the underlying physics and mechanics are 
well understood. The issues are how much the 
added installation costs will be and how well 
they will hold up in the ocean environment. 
Further, since one would not expect these 
technologies to be deployed at scale without 
first testing them under different operating 
conditions, I have postulated in the Maine 
pathway model in the previous chapter that 
they will not be constructed at scale until later 
in the three-decade window.

Project specific risk of non-performance or 
under-performance is also low across these 
technologies. Given the number of projects 
that will be constructed, it is virtually certain 
that some small number of them will not 
perform as expected over their useful lives. 
If expectations are set initially to something 
approximating average performance, then to 
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a significant degree, these under-performing 
projects will be offset by those projects 
that over-perform, so that on balance, one 
would expect that the portfolio of all projects 
to perform according to specifications. 
Nevertheless, there is some risk that any 
one project in the MEGA portfolio is not 
representative of the full spectrum of projects, 
especially if the number of individual projects 
within the portfolio is small. In this case, the 
MEGA subscribers to that generation project 
could be exposed to some small degree of 
performance risk; however, I believe that this 
risk is manageable through careful project 
selection and diversification by taking partial 
ownership of a large number of projects.

4.4.7.4 | Management Risk
The governance structure, decision-making 
processes and day-to-day management of a 
MEGA must be carefully considered to ensure 
that management risks are identified and 
mitigated to the fullest extent possible. In this 
sense, a MEGA is no different from any state 
electric utility, public authority, commission 
or board. 

It is difficult to quantify management risk. 
Certainly, there are cases that can be cited of 
poor performance by public or quasi-public 
entities stemming from poor decision-making 
processes, inadequate systems of oversight 
and control and ineffective employment 
practices. These tend to be most conspicuous 
where the entity is charged with delivering 
an ongoing service; however, they have 
also occurred in the bidding, award and 
management of contracts for third-party 
work. It is this latter case that is especially 
relevant for MEGAs. I believe that this risk 
is best managed through subjecting all 
procurement decisions of a MEGA to the 
same administrative and review procedures 
used by similar state authorities for major 
capital purchases.

I do have some concerns that the governance 
structure of a MEGA may subject its planning 
decisions to political and related considerations 
that could expose ratepayers to higher costs 
and possibly delays in implementation. This 

risk, however, is not fundamentally different 
from what would be expected to occur under 
an IOU structure, especially if the IOU is 
specifically charged with carrying out a long-
term public policy of deep decarbonization.83

On balance, I am not convinced that ratepayers 
would be exposed to measurably more risks 
when MEGAs are established to carry out the 
social policy of achieving deep decarbonization 
as compared to the case where IOUs are 
charged with that same function. While there 
may be some differences in governance 
and oversight structures, decision making 
processes and internal operations between 
a MEGA and an IOU, I do not believe that 
one provides inherently less risk exposure to 
ratepayers with respect to carrying out a social 
policy of achieving deep decarbonization 
by 2050. Further, to the extent that an IOU 
structure might provide a small degree of risk 
shifting from ratepayers to shareholders, I 
believe that any such incremental risk shifting 
is worth only a tiny fraction of the much higher 
(approximately double) revenue requirements 
resulting from the cost of capital differential 
between the two organizational structures.

Summary4.5| 
The essential aspect of transitioning the Maine 
or the U.S. economies away from fossil fuels 
to a zero-carbon state in 2050 is the ability 
to raise the vast amounts of capital necessary 
to support the investments in renewable 
generating resources and battery storage 
units to meet the electricity use requirements 
resulting from beneficial electrification of 
heating, industrial and commercial processes 
and transportation. In this regard, such 
a transition is no different from previous 
transitions – the development of railroads, 

83 There is an extensive literature regarding regulatory 
capture and rent-seeking behaviors of regulated compa-
nies, much of which focuses on IOUs. It is not necessary for 
the MEGA to be a perfect structure; it is only necessary for 
it to perform better than IOUs have historically performed. 
Unfortunately, this is not a very high bar. 
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the electrification of America, the expansion 
of the automobile and trucking industries 
and first the telephone and most recently the 
internet in the communications sector. In one 
very important respect, however, each of these 
was very different from the transition to a zero-
carbon state. Each of these provided significant 
economic return in the form of improved 
productivity and living standards that could be 
captured by the users of the new technologies. 
In contrast, beneficial electrification and deep 
decarbonization provides little or no such 
opportunities. Its primary value is the creation of 
public goods – reducing global climate change 
and improving air quality. This makes the task of 
raising the capital to accomplish the transition 
more difficult.

I believe that the best means to raise capital to 
support the transition is through a state entity 
– the Maine Electric Generation Authority 
or MEGA. This entity brings two significant 
advantages to the effort to achieve deep 
decarbonization. First, it enables capital to 
be raised on a tax-advantaged basis while 
maximizing financing leverage. This results in a 
more than 50% reduction in the cost of capital. 
As we have seen in Chapters Two and Three, 
this reduction has a very significant impact 
on overall costs to residents and businesses. 
Second, by establishing two separate tracks 
one of which is a voluntary option for 
municipal participation in generation project 
syndication, those communities that place a 
stronger emphasis on the public good benefits 
of deep decarbonization are enabled to act as 
adoption leaders, thus avoiding the contention 
that often accompanies government mandates. 
While I do not expect voluntary efforts to be 
sufficient to achieve the zero-carbon goal 
by 2050, I do believe that this structure will 
provide for more rapid actions during the initial 
years of the transition period. I also believe that 
the successes of these early adopters will make 
it much easier to impose mandates later in the 
transition period should that be necessary.

The underlying concept and proposed 
structure of a MEGA is certainly not new. Many 
states have established such entities in one 
form or another to provide various utility-

like services, including drinking water, sewer 
and waste water treatment, transportation 
infrastructure, affordable housing, 
telecommunications and electricity. We can 
learn from these experiences. Perhaps the 
most important lesson is to limit the functions 
of the entity to those areas with the least 
amount of exposure to risk, and in all cases to 
ensure that the actions of the entity are tightly 
controlled to minimize its exposure to politics. 
I believe that the principles I have set forth in 
this chapter accomplish both objectives.
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The ability to address global climate change 
and to slow down and ultimately reverse the 
warming of our planet depends on achieving 
the deep decarbonization of the world 
economies over the next three decades. This 
requires the complete transformation of major 
sectors of our economies to electrification, 
supported by an unprecedented expansion 
of zero-carbon renewable electric generation 
resources. In the U.S., researchers have 
estimated that this will require investments 
well in excess of $15 trillion over the next 
thirty years; for Maine, I have estimated that 
the required investment will be about $56 
billion. These total investments are roughly 
equivalent to one year of U.S. GDP and Maine 
GDP, respectively. 

I have demonstrated that the transformation 
of Maine’s energy sector can be accomplished 
without increasing the total amount Maine 
spends on energy each year. Were Maine to 
establish a goal of near zero-carbon emissions 
by 2050, I have shown that there is a pathway 
that enables Maine to achieve that goal 
without imposing any additional costs on 
its residents and businesses over the thirty-
year transition period from 2020 – 2050. 
Stated somewhat differently, if we impose 
the requirement that Maine’s economy must 
be essentially carbon free by 2050, I have 
demonstrated that this can be accomplished 
without incurring any incremental energy 
costs over this transition period.

Demonstrating possibility is an important 
first step – a necessary condition, if you will, 
to achieving the objective of eliminating CO2 
emissions by 2050. Possibility, however, does 
not mean probability, which, itself, is still far 
short of the certain elimination of carbon 
emissions that scientists tell us is necessary if 
we are to avoid the most severe consequences 
of global warming.84 One of the more 
comprehensive studies of world energy use 
through 2050 projects that CO2 levels will fall 
globally from 32 Gt/year today to 18 Gt/year; 
that the world will reach the 2oC mark by the 
late 2030s; and that the world will not achieve 
a near zero-carbon outcome until 2090.85 
Clearly, this does not cut it.

The movement from possibility to probability 
to certainty by 2050 will require governments 
to take more aggressive actions than they 
have to date. In this chapter, I set out a wide 
range of state policies that I believe will need 
to be adopted in Maine to move from the 

84 Intergovernmental Panel on Climate Change, IPCC 
Press Release for the IPCC 5th Assessment states, “The 
report finds that limiting global warming to 1.5°C would 
require “rapid and far-reaching” transitions in land, 
energy, industry, buildings, transport, and cities. Global 
net human-caused emissions of carbon dioxide (CO2) 
would need to fall by about 45 percent from 2010 levels 
by 2030, reaching ‘net zero’ around 2050. This means that 
any remaining emissions would need to be balanced by 
removing CO2 from the air.” October 8, 2018. http://www.
ipcc.ch/pdf/session48/pr_181008_P48_spm_en.pdf 

85 Energy Transition Outlook – 2018: A Global and Regional 
Forecast to 2050, DNV GL, November 2018. 
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realm of possibility to the realm of probability. 
I have organized this discussion into four topic 
areas – beneficial electrification, renewable 
generation development, deep decarbonization 
financing and electric grid expansion. This is 
for convenience. As I discuss, policies in one 
area can have important impacts in other 
areas. For example, a policy that promotes 
residential roof-top solar that does not also 
address the expansion and modernization of 
the distribution grid will not yield the intended 
results. Similarly, an incentive to encourage 
conversion to passenger EVs can be enhanced 
by electric rate designs that provide for low 
cost charging of those vehicles during periods 
of maximum solar generation. 

Policies to Promote 
Beneficial Electrification5.1| 

I focus on two of the three sectors that must 
undergo conversions from fossil fuels to 
electrification – transportation and heating. The 
pathway provides for more steady conversions 
in these two sectors, beginning slowly in 2020. 
The third sector – industrial and commercial 
processes – is assumed to undergo conversion 
later in the transition period when technologies 
are more mature. At this time, I have not seen 
evidence sufficient to make me believe that 
this sector is ripe for targeted policies in the 
early years of the transition period.86 

I expect that much of the early adoption of 
passenger EVs will be as vehicles that are used 
primarily for commuting and other short-haul 
trips. These vehicles will be charged largely 
at home, consistent with the results of the 

86 I do not specifically address policies that promote ener-
gy conservation and increased efficiency. To some extent 
they are considered in the modeling in the previous chap-
ters. For example, we have assumed zero electricity load 
growth over the entire 30-year transition period as the net 
effect of increased conservation and efficiency, on the one 
hand, and population growth and increased energy use, 
on the other. Similarly, with respect to transportation, we 
have modeled in EV efficiency improvements by assuming 
performance levels above those achieved in today’s EVs. 
Increases in efficiency and conservation beyond those in-
cluded will reduce electric loads and therefore the amount 
of renewable generation resources required, with the result 
being lower total energy expenditures and a faster transi-
tion to a zero-carbon economy.

California study discussed in Chapter Two. 
This adoption can be supported by electric 
rate designs that recognize the incremental 
nature of this end use of electricity, and the 
fact that over the next decade, charging 
EVs imposes no additional cost burdens on 
transmission and distribution networks when 
the vehicles are charged overnight. As the 
range of EVs increases and the technical 
capability of charging improves, I expect 
that EVs will displace all passenger vehicles. 
This displacement will need to be supported 
by expanded charging opportunities along 
transportation corridors within the State. 
Further, as distributed solar PV generation 
expands, it will be beneficial if EVs absorb 
some of this increased generation by charging 
during daylight hours at workplaces or other 
public parking facilities. 

I have identified six policies that should be 
adopted by Maine to facilitate the electrification 
of Maine’s transportation sector. These are:

• Delivery Service rates for Maine’s electric 
utilities should be restructured as two-
part tariffs consisting of a monthly flat 
customer charge that recovers the cost 
of interconnecting the customer to the 
grid and a usage-based demand charge 
that varies by time periods based on 
the stress and therefore additional costs 
such usage imposes on the electric grid. 
This rate structure should be capable of 
sending reasonably precise market signals 
to electricity consumers (and distributed 
energy resources) by taking full advantage 
of the Advanced Metering capabilities 
the utilities have deployed and the billing 
system enhancements that are being paid 
for by their ratepayers. All such tariffs will 
need to be dynamic and adaptable to 
what will be rapidly evolving electric grid 
and energy market conditions, as Maine 
undergoes beneficial electrification and 
deep decarbonization during the thirty-
year transition period.

• Building permits for new commercial 
and industrial construction or retrofits of 
existing facilities that currently impose 
mandates with respect to parking facilities 
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as a condition for the issuance of a 
permit should be further conditioned to 
require that 5% of such parking spaces be 
equipped with charging stations in the first 
year of operation, and that this percentage 
should increase to no less than 10% within 
the first 10 years of operation.

• Municipal ordinances should be amended 
to require that all parking garages or other 
public parking lots (including garages and 
lots owned and/or operated by government 
entities) have a minimum of 1 charging 
station for each 20 parking spaces by 2025, 
and that this number shall increase by 1 
every five years until 2045, when 25% of all 
parking spaces shall be so-equipped.

• The Maine Department of Transportation 
(“MDOT”) should provide grant money on 
a competitive basis to private, non-utility 
entities to provide EV charging stations 
along major arteries entering and leaving 
Maine. The location of those stations should 
be determined by MDOT with the purpose 
of encouraging and facilitating the use of 
passenger and commercial EVs for long-
haul trips in and through Maine.87

• The Maine Department of Education, in 
coordination with MDOT, should require 
that a minimum of 150 school buses 
each year be converted from fossil fuel 
to electric, beginning in 2030, or earlier 
depending on the price and availabilities of 
qualified vehicles.

• The MDOT and the Maine Secretary of 
State should develop a proposal to tax EVs 
based on miles driven in lieu of gasoline 
consumed.88 All monies collected would 
flow into the State’s Highway Fund. The 
gasoline tax should remain in effect for 
gasoline and diesel vehicles until the 
percentage of each class of vehicles 

87 The Federal Highway Administration has designated 
eight major road corridors in Maine for alternative fuel 
vehicles as part of an effort to build out a statewide net-
work of fast charges. April 29, 2019, https://www.mainebiz.
biz/article/federal-government-designates-eight-alterna-
tive-fuel-corridors-in-maine 

88 The current state tax on gasoline is $0.3001 per gallon. 
Assuming an average passenger vehicle gets 25 mpg, the gas 
tax is equivalent to a mileage tax at the rate of $0.012 per mile.

registered in the State that are EVs is so 
high as to make the continued collection of 
gas taxes a financial burden to the State.  
At that point the gasoline tax should 
be eliminated and all vehicles should be 
taxed for purposes of funding the State’s 
Highway Fund based on miles driven. 

I am reluctant to recommend aggressive 
state policies to promote the conversion of 
home and commercial heating systems from 
natural gas and distillate fuels to electric heat 
pumps at this time. Instead, I believe that the 
incremental advantages heat pumps have 
by providing summer air conditioning will be 
sufficient to encourage their adoption by many 
Mainers. Further, we are seeing these systems 
become the default option in much new 
construction, especially multi-family residential 
units. One exception I make is for low-income 
housing, where tenants are simply not able to 
support the increases in rents necessary to pay 
for the conversion. If conversion and adoption 
rates for heat pumps lag behind those levels 
in the pathway discussed in Chapter Three, I 
believe more aggressive steps should be taken. 
In the meantime, I recommend the following 
state policies:

• The Efficiency Maine Trust (EMT) should 
maintain its programs of education and 
promotion of heat pumps and its grant 
programs to support heat pump installation. 
With respect to the latter, monies should 
be targeted over the next 10 years to low 
income housing units that are currently 
heated with distillate fuels, combined with 
building envelop improvements.

• State, County and Municipal Governments 
should initiate long-term capital plans to 
convert a minimum of 10% (measured by 
square footage) of all government owned 
heated space (including schools) from 
distillate fuels to heat pumps by 2025. This 
should be expanded further to 30% by 2030, 
60% by 2040 and 100% by 2050. Further, 
all newly constructed or renovated buildings 
should be required to be heated with 
ground-source or air-source heat pumps. As 
the saying goes, when one is in a hole and 
sinking, the best strategy is to stop digging.
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Maine must be careful in implementing the 
above policies so as not to impose the costs of 
these policies on electricity ratepayers through 
such devices as system benefits charges and 
renewable portfolio standards. Doing so will 
result in increasing the price of electricity and 
exacerbating the price divergence between the 
price of electricity and the price of fossil fuels. 
As I noted in Chapter Three, this differential will 
slow the pace of beneficial electrification by 
increasing the costs of switching to electricity 
from fossil fuels in transportation, heating and 
process applications.

I am reticent to recommend at this time that 
Maine take any unilateral actions to adopt 
a carbon tax on fossil fuels, even though 
I believe that such a tax will ultimately be 
necessary if we are to achieve beneficial 
electrification through any means other 
than government mandates. I believe that 
a better political course is to allow the 
recommendations proposed in this Chapter 
to be implemented and to monitor energy 
use and CO2 emissions over the next ten 
years. If at that time, Maine is lagging behind 
the path of beneficial electrification set forth 
herein and the economic value of conversion 
in the transportation and space heating 
sectors to electricity is being impacted by 
the relatively low cost of fossil fuels, a carbon 
tax should be adopted. 

Policies to Promote 
Renewable Generation 
Development5.2| 

The pathway to a zero-carbon economy 
by 2050 I have identified in Chapter Three 
requires the development of 7,500 MW of 
solar PV, 2,500 MW of on-shore wind and 
5,000 MW of off-shore wind and roughly 
250,000 MWhs of battery storage. A small 
part of this development will be supported by 
investment decisions of individual homeowners 
or businesses who see value in self-generation 
and, for some, moving more rapidly to reduce 
CO2 emissions. I expect these investments to 
consist largely of rooftop solar PV systems and 
perhaps some limited battery storage units. 
The lion’s share of the required renewable 

energy development, however, will need the 
support of the Maine Energy Generation 
Authority described in Chapter Four. MEGA 
is intended to rapidly accelerate the demand 
for these new generation capacities and 
provide the financial capability to support 
their development. I identify below a number 
of areas in which targeted state policies can 
facilitate the development of these renewable 
generation resources. 

The first area that requires policy attention 
relates to the interconnection of renewable 
generation projects to the electric grid. While 
some progress has been made in streamlining 
interconnection studies and standards, 
especially for smaller-scale projects, the 
interconnection process continues to present 
problems for project developers, especially in 
those instances in which the utility identifies 
necessary upstream grid improvements. Under 
current rules, any available capacity on the 
grid to support generator interconnection 
(capacity that has been paid for by ratepayers) 
is allocated at no charge to interconnecting 
generators on a first-come, first-served basis 
until such capacity is exhausted. At this point, 
the next generator in the interconnection 
queue must pay the full cost of all upstream 
improvements and upgrades to the grid that are 
required to interconnect its project. For small 
projects, the costs of this upgrade can amount 
to multiple times the cost of the project itself. 
Adding insult to injury, the next and succeeding 
generators in the queue are able to utilize 
any spare capacity created as a result of the 
upgrades paid for by the previous generator in 
the queue. Not surprisingly, this policy acts as a 
serious drag on the development of renewable 
generation projects, and in some states such 
as Hawaii and California that are further 
ahead of Maine, has resulted in generation 
interconnection moratoria.

This current structure is intended to ensure that 
large-scale generators bear the interconnection 
costs for their location decisions to discourage 
uneconomic location decisions, the cost of 
which would otherwise be borne by ratepayers. 
This policy has merit for large-scale generation 
projects. However, today, the vast majority of 
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interconnection requests are not from large 
nuclear, gas or coal plants, or even wind farms, 
but rather are from small-scale distributed 
generation resources, many of which are 
interconnected behind the customer’s meter. 
The current interconnection process has 
outlived its usefulness. The interconnection 
queue and the allocation of interconnection 
costs need fundamental change.

One proposal for addressing this issue is 
the so-called “clustering approach”. This 
approach allows multiple generators to pool 
together to pay for grid related upgrades 
necessary for their interconnections. While 
there may be some cases involving a small 
number of very large-scale projects located 
in the same region of the electric grid where 
clustering could work, I am very skeptical that 
clustering will be effective in the majority of 
cases, especially those involving thousands of 
distributed solar PV installations and battery 
storage generation resources. 

I believe that a better approach is one that 
facilitates the interconnection of small-
scale projects, while preserving the price 
signaling feature of the current process for 
large utility-scale developments. This can 
be accomplished by allocating to electric 
loads in Maine the first $5 million of any 
upstream grid costs required to interconnect 
a generator. This compromise relieves 
distributed generation resources of the 
need to upgrade the immediately upstream 
substation as well as any feeders, reclosers, 
switches or other equipment located on the 
circuit serving the interconnecting generator, 
since these costs are almost always less than 
$5 million. On the other hand, those large-
scale generators whose interconnection may 
impose significantly more costs on the utility 
in the form of new substation construction, 
new transformation capacity transmission line 
upgrades and other electronic equipment, will 
bear all costs in excess of the $5 million.

A second critical factor is property tax. 
The development of sufficient renewable 
generation resources to support beneficial 
electrification involves the substitution of 
capital investment in plant and equipment 

for the use of fossil fuels throughout the 
economy. The property tax incidence of this 
conversion, absent any change in state tax 
policies and assuming MEGA property would 
otherwise be subject to property taxes in 
the jurisdiction in which it is located, is to 
increase property tax receipts at the municipal 
level.89 This will impose a significant cost 
burden on the MEGA.90 It will also represent a 
revenue windfall to the municipalities in which 
generation resources are located, since this 
is revenue that they would not have received 
but for state policy. Finally, the renewable 
generation developments that MEGA will own 
will impose essentially no incremental demands 
on municipal services and thus no increase in 
municipal costs. Unlike housing developments, 
the MEGA projects bring no children to be 
educated; unlike commercial buildings, they 
bring virtually no traffic to be accommodated 
beyond the short-term construction period; 
and unlike industrial plants, they bring no 
obligations for sewerage or other waste 
treatments. Accordingly, I recommend the state 
exempt from municipal property taxes 100% 
of all MEGA owned real estate and business 
or personal property that is used directly or 
indirectly in the generation of electricity from 
zero-carbon, renewable energy generation 
resources. In lieu of property taxes, renewable 
generation projects should make reasonable 
contributions to the host communities related 
to the costs of providing police and fire 
protection services.91 

89 I do not believe that investments in offshore wind proj-
ects will be subject to municipal property taxes, since it is 
unlikely that any of this investment will occur within the 
jurisdictional boundaries of any Maine cities or towns.

90 If we assume that the average property tax rate in 
Maine is $15 per thousand dollars of valuation, annual prop-
erty taxes will amount to 1.5% of the original investment 
amount. Assuming a 3% cost of capital for MEGAs, the cost 
to the developer of property taxes is equal to 50% of the 
total debt service costs.
91 I have not gone so far as to require the exemption of all 
solar PV or wind generation from municipal property taxes; 
however, I believe that consideration should be given to
 this position in the context of business equipment property 

tax exemptions. I also do not believe it is appropriate for 
municipalities to levy property taxes on behind-the-meter 
solar PV systems installed on residences or businesses. To 
the extent that such installations increase the value of the 
property, they will be captured through overall assessments. 
If they do not increase property values, then they should 
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I believe that solar PV, on-shore wind or shallow 
water off-shore wind generation should not 
require further subsidies or incentives from 
the state other than those noted here and in 
other sections of this chapter. Additionally, 
once the reforms advocated herein are fully 
implemented, I recommend that all net metering 
in any form be phased out over a period 
no longer than 10 years. While various net 
metering structures may be important during 
the early stages of distributed generation 
development, the opponents of net metering 
are correct in one respect – over the longer-
term net metering is an unsustainable policy 
and will have to be abolished when the costs 
of solar rooftops impose too great a burden on 
those without such facilities. Instead, I believe 
that with the correct rate design for delivery 
service and the restructuring of key aspects of 
wholesale energy markets, the layered values 
that distributed solar PV systems provide to the 
grid can be monetized and captured by these 
systems. 

Deep water, floating off-shore wind is a 
different matter. Since this technology remains 
in its early development stages, I believe 
there is a limited role for the state to play in 
contributing to its further development. I have 
identified the following policy initiatives to 
accomplish this:

• The State should provide continued 
support for the University of Maine to 
Aqua Ventus project. This support should 
include a new negotiated long-term 
contract to purchase the generation output 
from the project as well as support for 
the University’s ongoing efforts to secure 
research and development funding from 
the Department of Energy.

• In anticipation of significant development of 
Maine’s deep water off-shore wind resource, 
Maine should initiate a five-year planning 
process to interface with the federal 
government regarding the issuance of long-
term leases to generation developers and 
with the utilities and ISO-NE regarding the 
development of an off-shore transmission 

not be separately assessed – any more than an upgrade to 
architectural roofing shingles, for example, would result in a 
separate assessment. 

grid to interconnect this generation to the 
regional transmission grid.

In addition to the above policies, I believe that 
municipal ordinances need to be reexamined 
in the context of widespread development of 
distributed solar PV systems. Among the items 
that I believe warrant further consideration are 
the following:

• To free up roof space on commercial 
and industrial buildings to facilitate 
solar PV development, building set back 
requirements for buildings located in non-
residential zones should be relaxed to allow 
for the placement of HVAC systems and 
other equipment, that would otherwise 
have been located on the roof, in the space 
in those setbacks. This modification should 
only apply where rooftop solar is installed.

• Property rights to solar irradiance need to 
be incorporated into zoning ordinances to 
protect investments in solar PV systems 
from actions of abutters that would impact 
generation output.

• Municipal ordinances should not be 
permitted to prohibit the development of 
solar PV systems in any manner consistent 
with the zoning for the property. This 
includes prohibitions designed to protect 
open space or related in any way to the 
visual impacts of installed systems.

Finally, municipalities should consider imposing 
mandatory rooftop solar PV systems on all new 
construction. This will add costs to new homes 
and commercial buildings, but these costs will 
fall as the cost of solar falls. Even at today’s 
installation costs, a 2,000 sq.ft. home with 
a 7 kW solar PV installation costing $17,000 
net of the 30% investment tax credit will add 
less than $10/sq.ft. to construction costs. With 
low-end construction costs in the $100 to $150 
per sq.ft. range, this is less than a 10% increase, 
much or all of which is offset over time by 
savings in electricity costs.
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Policies to Enable the 
Raising of Necessary 
Capital Investments5.3| 

The transformation of Maine’s economy 
from one heavily reliant on fossil fuels to a 
state of near zero carbon emissions by 2050 
requires very large capital investments. The 
ability to raise and deploy capital to support 
beneficial electrification, renewable energy 
development and deep decarbonization 
is the sine qua non for addressing global 
climate change. I argue that this is best 
accomplished through the creation of the 
Maine Energy Generation Authority. The 
MEGA represents an aggregation of the 
demand for the electricity generated by 
renewable resource generators and is a 
source of highly rated and inexpensive 
investment capital. 

The first step in creating the MEGA is the 
enactment of legislation that defines its 
purpose, establishes legislative authority for its 
existence, sets forth its governance structure 
and outlines the set of activities it can engage 
in and the actions it can take. 

The legislation should be structured as enabling; 
it should impose no mandatory obligations 
on Maine’s municipalities. This allows those 
municipalities that have adopted aspirational 
goals of reaching zero-carbon by dates certain 
to take unilateral actions that will move them 
toward the timely achievement of such goals by 
participating in renewable generation project 
syndications opportunities through MEGA. These 
municipalities will serve as examples to others 
that follow about how best to accomplish the 
transformation of their energy sectors.

I recommend that the Efficiency Maine Trust 
be directed to set aside $250,000 a year 
in each of the next four years to provide 
planning/implementation grants of no more 
than $25,000 on a competitive basis to 
municipalities that wish to participate in 
syndicated renewable generation projects 
through MEGA. To assist municipalities and 
to guide future state policy, I recommend 

that the Governor’s Energy Office or its 
successor serves as a data repository for all 
activities undertaken by MEGA, and that it 
provides comprehensive reports every two-
years to the legislature on MEGA’s activities 
and performance.

  

Policies to Support 
the Expansion of the 
Electric Grid5.4| 

The existing transmission and distribution 
electric grid has only a fraction of the 
physical capacity and internal intelligence 
to handle the flows of electricity that will 
occur by 2050. Very large investments will 
be required by both CMP and Emera Maine 
to accommodate the nearly 5-fold increase 
in peak loads that will result from beneficial 
electrification and the hundreds of thousands 
of new distributed generation resources and 
utility-scale renewable energy projects that will 
deliver electricity. I believe that it is critical to 
the achievement of a zero-carbon economy 
by 2050 that the electric grid not act as an 
impediment to any electric consumer’s or 
renewable energy resource developer’s efforts 
to move Maine in that direction. To ensure that 
this does not occur, I propose the following 
policy recommendations:

• Distribution planning must transition from 
a process that remediates current grid 
conditions to one that is forward looking 
and accommodates rather than reacts to 
expected loads and distributed generation. 

• Utilities must develop to the fullest extent 
the capabilities of technologies, systems 
and information already built into the 
smart grid and make further investments in 
technologies to enable the grid to function 
as an integrated network that interconnects 
millions of end uses and distributed 
generation locations on the grid.

• Utilities must develop the full capabilities 
of smart electric grids and their new billing 
systems to accommodate alternative rate 
designs described earlier and to enable 
the accounting and billing arrangements to 
support the renewable energy surcharges 
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that will be established by MEGA.

• Immediately, utilities should shift their 
investment focus away from building 
redundant transmission and toward 
building out the distribution grid to 
accommodate increased electrification and 
distributed generation. During this period, 
Maine should reevaluate the definition of 
reliability of an electric system that is fully 
networked and 100% renewable and revise 
transmission and distribution planning 
standards accordingly.92

In addition to these policy recommendations, I 
make one overarching recommendation based 
on the experiences of the telecommunications 
industry. I strongly recommend that Maine 
adopt the electric sector equivalence of “net 
neutrality” from the outset. This means that the 
electric grid must be defined and operated as a 
common carrier, and further that the owners of 
these grids must be prohibited from using their 
grids to deliver electricity generated from any 
entity in which they have financial interests. This 
strict form of “grid neutrality” was the basis of 
Maine’s Restructuring Act almost 20 years ago; 
it should be the guiding principle for the future 

92 This policy will likely require the cooperation of 
ISO-NE and various regional and national reliability 
organizations. 
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of Maine’s electricity sector.

I set out to understand what actions are 
required to achieve the aspirational goals being 
adopted by communities and interest groups in 
Maine today of a carbon-free Maine economy 
by 2050 and how much these actions would 
cost Maine residents and businesses. My initial 
expectations were that Maine would face a 
“Hobson’s Choice” of having to choose between 
a healthy economy and jobs, on the one hand, 
or a clean energy future, on the other. Instead, 
I have identified a pathway to a zero-carbon 
economy in 2050 that does not jeopardize 
Maine’s economic health by imposing rising 
energy costs on Maine businesses and residents. 
This pathway results in the achievement of 
deep decarbonization through beneficial 
electrification and renewable generation 
resource development, while keeping the annual 
amount of money Mainers spend on energy at a 
level consistent with the average annual amount 
spent over the period 2000 – 2016.

I am the first to acknowledge that this pathway 
is defined by my assumptions. Any prediction 
of Maine’s economy thirty-years into the 
future must be – my predictions can be no 
different. This means that the plausibility of 
the pathway depends on the reasonableness 
of those assumptions. I have thought at great 
length about each of my assumptions; I have 
described how each is reasonable on its 
own, and taken together, they are internally 
consistent. This means that my defined 
pathway is possible – the technologies are 
feasible; the cost structures are attainable; and 
the investment and energy use decisions of 

Maine residents and businesses are plausible. 
It does not mean, however, that this pathway 
represents a certain future or even a likely one. 
There are many serious impediments to its 
realization. In Chapter Five, I identify a broad 
range of state policies and actions that can 
address some of the more critical of these 
impediments. If they are all adopted, I believe 
that Maine will be heading in the right direction. 

Direction matters, but it is not the sole 
indicator of successful performance. The 
speed with which Maine can transform its 
economy to be carbon-free is critical. As the 
recently released IPCC report stresses, time is 
of the essence. I have defined that time frame 
to be 2050, consistent with current science. 
I believe this represents an acceptable 
balancing of the imperative to act with all 
deliberate speed to prevent the worst effects 
of global warming with the need to manage 
the impacts of transformational change on 
the economy and society, more generally. 
Allowing for a thirty-year transformation 
reduces dislocation costs by allowing 
residents and businesses to adjust their 
capital stock and operating practices to shift 
from fossil fuels to electricity. I believe that 
this is sufficient time to enable the conversion 
of virtually all passenger vehicles, buses 
and trucks to electricity. During this period, 
Maine’s entire fleet will undergo between 
two and three complete change-outs as 
existing vehicles age and are replaced. These 
replacements can be electric vehicles. 

The transition period is also long enough to 
facilitate the replacement of many of the fossil 

Concluding Thoughts

Chapter 6
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fuel heating systems in homes and businesses 
with electricity. Nevertheless, I expect this 
transition to be more difficult than for 
transportation, given the longer life of heating 
equipment and the cost of its replacement, 
especially where major retrofitting is required. 
I anticipate that government may have to 
step in by modifying building codes to require 
conversion, if the conversion process is not 
moving as rapidly as necessary.

I am less certain of the time it will take to 
convert industrial and commercial processes 
from fossil fuels to electricity. The types of 
such processes are highly varied, and for 
most processes I am not aware of any off-
the-shelf conversion equipment. This means 
that each case may require an engineered 
solution. This could increase costs and slow 
conversion times. In addition, I do not believe 
that this conversion will be able to capture the 
significant energy efficiencies that are available 
through electricification in the transportation 
and heating sectors. As a result, I have delayed 
the conversion of this end use in the model 
to the last third of the transition period and 
expect that full conversion will require some 
form of government mandate.

As long as there is sufficient capital available 
at a reasonable cost, the thirty-year transition 
period should easily accommodate the 
amounts of solar PV, on-shore wind and 
shallow water off-shore wind generation 
specified in the pathway. I believe that it will 
also accommodate the development of deep 
water off-shore wind generation in the Gulf of 
Maine in the latter third of the transition period 
and the proposed deployment of battery 
storage systems, although each will depend on 
continuous advancements in technology and 
the falling unit costs such advances will bring. 

The state policies I have proposed to move 
Maine along the pathway represent a blend of 
incentives and enabling legislation and contain 
only a few narrowly focused mandates. I am 
optimistic that the combination of these and a 
well-spring of support in selected communities 
across Maine will result in voluntary actions by 
residents, businesses and these communities to 
get us started. For example, I believe that the 

cities of Portland and South Portland are poised 
to take actions to support their municipal carbon 
reduction goals, as are other towns that have 
adopted as town policy a zero-carbon goal by 
the middle of this century. I also believe that 
Maine’s Yankee culture of “common-wealth” will 
lead other communities to follow. 

The most serious impediment to broad-scale 
and rapid movement along the pathway will 
be our ability to overcome two fundamental 
but related problems in economics – the 
commons problem and the free rider problem. 
The commons problem posits that people 
will act in their private self-interest to use as 
much of a common resource as possible before 
that resource is fully depleted by the actions 
of others. The free rider problem states that 
people will not contribute to the provision or 
protection of a common resource or good, but 
instead will seek to rely on the actions of others 
to provide or protect that good. Examples 
of the commons problem and the free-rider 
problem that are well-known in Maine involve 
the management of Maine’s fisheries and the 
support of public broadcasting, respectively. 
Unfortunately, climate induced global warming 
combines both of these problems, along with 
two other factors – an uncertainty as to the 
exact relationship between fossil fuel use and 
global warming and the fact that the direct 
impacts of a warming planet may be perceived 
to be very different depending on location. This 
has made it more difficult to achieve consensus 
around the imperative to act and to act quickly. 
If even a few of the world’s major countries 
pursue policies that result in their continued 
exploitation of the atmosphere’s CO2 carrying 
capacity or lead to their failure to invest in 
technologies to achieve deep decarbonization 
of their economies, no actions that Maine takes 
will have the desired effect of preventing the 
consequences of global warming. 

There is another consequence of the failure to 
act collectively, this one closer to home. My 
finding that Maine can achieve a zero-carbon 
economy by 2050 at no incremental energy 
costs to its residents and businesses depends 
on all states in New England undertaking 
similar efforts with respect to electricity 
generation. They also must convert their 
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electric generation to zero-carbon emission 
renewable generation resources by 2050. 
Since all states are part of the same integrated 
electricity grid and wholesale market, it is only 
through collective actions across the six New 
England states, that Maine will receive price 
suppression benefits to offset the capital costs 
required to support its conversion to 100% 
renewable generation (inclusive of battery 
storage). As a small actor, Maine’s ability to 
internalize the beneficial consequences of its 
actions is impossible. It will pay 100% of the 
costs of those beneficial actions yet receive 
only a very small share of the benefits from 
those actions. This could put Maine in a most 
uncomfortable position. 

Fortunately for Maine, there is very strong 
indication that other New England states 
are pursuing deep decarbonization of their 
economies by expanding significantly the 
percent of renewable electricity generation 
resources they rely on for energy. All the New 
England states are members of the Regional 
Greenhouse Gas Initiative or RGGI, which calls 
for a reduction in carbon emissions of 80% by 
2050. Individually, Massachusetts, Connecticut 
and Rhode Island have each enacted legislation 
requiring a reduction of CO2  emissions in the 
state of 80% by 2050. Vermont has pursued a 
similar course and is in many respects further 
along the path than the other New England 
states. It has an aspirational goal of 80%-95% by 
2050. New Hampshire also has an aspirational 
goal of 80% by 2050. The pathway I have 
identified will move Maine largely in parallel 
with these other states, thus enabling Maine 
to realize the full economic and environmental 
benefits of its actions through the New England 
electric market.

There is no mechanism, however, through 
which Maine’s actions can be guaranteed to 
reverse global warming and result in clean air 
for its citizens. For better or worse, Maine is 
dependent on the collective actions of close to 
200 countries and 7 billion people to achieve 
this outcome. What I have shown by identifying 
a pathway through which Maine can achieve 
zero-carbon emissions by 2050 without 
incurring any additional energy costs is that 

Maine can act as a responsible global citizen 
without damaging the economic well-being 
of its citizens. This is a very important finding. 
When there is no cost to taking the moral 
position, there is no excuse for not taking it. 
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Over the past fifty years, energy policy in Maine has been driven alternatively by competitive pressures 
to keep energy prices low and environmental imperatives to reduce CO2 and other greenhouse gas 
(“GHG”) emissions. The net result of these efforts is that today energy prices in Maine are higher than 
the national average, while emissions are somewhat lower. Maine has paid a high price to achieve 
marginal reductions in GHG emissions.


In this report, I look to the next thirty years and specifically whether there is a feasible pathway for 
Maine to achieve a zero-carbon economy at a reasonable cost. I conclude that there is. This pathway is 
based on two pillars – the conversion of transportation, heating and processes to electricity (so-called 
“beneficial electrification”) and the decarbonizing of the electricity sector through the development of 
renewable generation and battery storage (so-called “deep decarbonization”). Assuming reasonable 
rates of conversion of all sectors to electricity over the next thirty years and continuing declines in the 
real prices of solar photovoltaic systems and on-shore and off-shore wind generation and, importantly, 
declines in the costs of battery storage capacity, I show how Maine can accomplish a thirty-year 
transition to a zero-carbon economy without increasing the total amount it spends on energy each year, 
relative to the average it has spent each year over the past twenty years.


A key factor in this thirty-year transition is a shift in the energy sector from fuel and operating costs to 
capital investments. Essentially, deep decarbonization represents a substitution of capital for operating 
costs across the entire energy sector, thereby placing a premium on the ability to raise enormous 
amounts of capital as efficiently as possible. I estimate that this transition will require investments of 
close to $60 billion in new generation and storage technologies and in building out the electric grid to 
accommodate a nearly five-fold increase in peak demands that will result from beneficial electrification. I 
propose a new state structure – the Maine Energy Generation Authority – to accomplish this.


A second key factor is the development of off-shore wind. I show that off-shore wind generation 
tends to be countercyclical to solar PV generation in Maine and to offer a better match to electric 
loads after beneficial electrification. This allows Maine to reduce the amount of more expensive 
battery storage capacity to balance the mismatch between hourly, daily and seasonal electric 
generation and electric loads.


The transition that Maine and the world needs to accomplish over the next thirty years if we are to 
have any chance of mitigating the most adverse consequences of climate change and global warming 
is most daunting. I have laid out a pathway and a variety of policy prescriptions that address risks 
in a reasonable fashion by accelerating those actions and technologies that present lower degrees 
of uncertainty, while deferring those where the uncertainty is greatest. I focus initially on market 
mechanisms and voluntary activities. These, however, will not be sufficient to move us along the 
pathway. Accordingly, I identify mandates and requirements that are designed to make sure we track 
the complete pathway over the next thirty years.


I believe that this is the first attempt to set out such a pathway. As I note, it is only one such route to 
a zero-carbon economy in 2050. I trust that others will review my work, will identify its strengths and 
weaknesses and will offer improvements to it.  
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The genesis of this report lies in the Governor’s 
Energy Office’s (“GEO”) proposal to develop a 
state energy planning roadmap.  These efforts 
were funded by the U.S. Department of Energy.  
The intent was to engage private, public and 
non-profit stakeholders to develop an “Energy 
Planning Roadmap” to advance the state of 
Maine’s energy, economic development and 
environmental goals.  The objectives of the 
Roadmap, as set forth in the proposal to the 
U.S. Department of Energy are to:


1. Achieve energy and cost savings in the 
residential, commercial, industrial and 
transportation sectors.


2. Reduce pollution and greenhouse gas 
emissions.


3. Support the growth of a robust state and 
regional energy market and workforce, 
including products, services, infrastructure 
and manufacturing processes related to 
electricity reliability, energy efficiency, 
renewable energy, distributed generation, 
natural gas and transport, and other 
technologies.


4. Facilitate stakeholder and interagency 
discussions and activities that achieve 
Objectives 1 through 3 with emphasis 
on the electric power sector, natural gas 
supply, and transport; and integration 
of more renewable energy and energy 
efficiency into the state’s portfolio.


More specific goals were the reduction of 
electricity sales and natural gas usage by 30% 
and peak electricity demand by 100 MW by 
2020; reduction of oil use in home heating 
by 30% by 2030; the weatherization 100% of 
homes and 50% of businesses by 2030.1


1 Attachment 1 of EERE 303: Statement of Project Objec-
tives (SOPO), DE-EE0007222/000, Governor’s Energy 
Office, Project Objectives, page 1.


The project team, led by very capable staff at 
the GEO and at E2Tech (the GEO’s project’s 
facilitator), assembled voluminous data sets 
regarding energy usage in Maine that provided 
a detailed picture of how Maine uses energy 
(demand for energy), where that energy comes 
from (supply of energy), how much the energy 
costs and the greenhouse gas (“GHG”) emissions 
the production and use of such energy creates.  


At the same time that this project was getting 
underway, cities and towns in Maine were 
becoming more active around the broader issue 
of climate change and global warming.  Climate 
Action Teams (“CAT”) were being formed in 
many communities, and their activities were 
leading to the adoption of forward looking 
and far-reaching policy statements regarding 
achieving major reductions in and even 
elimination of CO2 and other GHG emissions 
by dates certain – e.g., 2030, 2040 and 2050.  
These initiatives represent clear expressions of 
serious public concern about a wide variety of 
public policy issues, the central overarching one 
being how Mainers use energy and where such 
energy comes from.  


What has been striking about these two sets of 
activities – the GEO efforts to develop an energy 
roadmap, on the one hand, and citizen actions to 
achieve a carbon-free economy, on the other – is 
their lack of interaction.  From the perspective of 
concerned citizens, the goals and objectives of 
the energy roadmap are too short-term, remain 
anchored in an essentially fossil-based energy 
sector and will not achieve the fundamental 
objective of mitigating climate change.  Perhaps 
equally frustratingly, since they are not rooted 
in an understanding of how energy is used and 
produced, the activities of the CATs are too 
easily dismissed as naïve aspirational goals that 
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simply fail to recognize the full extent of societal 
changes and their consequences that will be 
necessary to eliminate carbon across all sectors 
of the economy.


This report is in many respects an attempt 
to bridge these two perspectives.  I take as 
given the increasingly accepted position that 
Maine and the rest of the world must become 
essentially carbon free by 2050 if we are to 
mitigate the worst impacts of climate change 
and global warming.  This is the end mile-post 
of my roadmap.  My starting line is where 
Maine is today – the detailed and nuanced 
picture of energy use and supply that the 
GEO has laid out.  I rely on what I believe to be 
reasonable assumptions about the trajectories 
of performance, cost, efficiency, dissemination 
and development over the next thirty years 
(from 2020 to 2050) to fashion a pathway to a 
zero-carbon future.


While this report is written in the first-person 
singular, I make no claim that the ideas, 
assumptions, methodologies and analytical 
frameworks contained herein are entirely my 
own.  I have benefitted over the last thirty-
years from many remarkable relationships 
with people whose life work has been energy.  
At the top of this list are my partners, Mark 
Isaacson and Tony Buxton.  We have spent 
countless hours in freewheeling discussions 
about energy – from the regulation of 
electric utilities to electric restructuring to 
the operation of competitive energy markets 
to gas pipeline development to renewable 
energy to distributed generation and grid 
reliability – discussions that have molded my 
thinking about all aspects of the energy sector.  
While we have not always agreed, it has been 
precisely those areas of disagreement that 
have been most beneficial.


I have also benefitted from my other partners, 
Steve Hinchman and Andy Price.  Each brings 
a unique sophisticated perspective to energy 
discussions that is well informed by years 
of experience in a wide variety of projects 
and issues.  When discussing energy, I have 
found that it really makes a difference to 
know something about physics, chemistry and 
engineering; it also helps immensely to be well-


versed in environmental law, rules, regulations 
and procedures.


It also helps to have a very capable research 
assistant on projects like this.  I was lucky to 
have Alice Dillon, a Maine resident who had just 
completed her junior year at Boston College 
in economics.  Ms. Dillon was instrumental in 
tracking down wind speed information in the 
Gulf of Maine and in helping design and run the 
models that converted files of raw data into 
usable energy use and generation information.


I am also very much indebted to hundreds of 
clients that have come to Competitive Energy 
Services (“CES”) with specific questions or 
concerns about energy related projects.  There 
is no better way to learn about energy than 
by trying to understand and evaluate specific 
technologies, projects or developments that 
are being proposed when someone’s money 
(including, occasionally, one’s own money) 
is on the line.  In this respect, I have been 
fortunate to have seen virtually every type of 
energy project – many “good” projects, a much 
larger number of “bad” projects, and I am sorry 
to say, too many projects that violated one or 
more fundamental laws of science.


I have benefitted from comments and 
suggestions made by David Flanagan and Tom 
Welch, both of whom graciously reviewed 
earlier drafts of this report.  I emphasize 
“graciously”, because they resisted the 
temptation to focus on the “elephant in the 
room” – that being the obvious fact that 
nothing Maine does on its own will impact 
climate change – and instead reviewed and 
evaluated the modeling, the assumptions, 
the results and the policy prescriptions in a 
broader context of collective actions. 


Finally, I want to thank my wife, Lynne for her 
patience reviewing and proofreading various 
drafts, and Allie Ulrich for her many hours 
of assembling the report and transforming 
it into a visually pleasing and much more 
readable document. 


At the end of the day, of course, I am the 
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Foreword


Richard Silkman’s contributions to the common good are many, but his advances in energy policy and 
analysis have been particularly important to Maine and the rest of New England. This report builds on 
those contributions and offers a giant leap forward on the path to climate crisis solutions. 


When electricity markets were deregulated, Dr. Silkman influenced the structure of the resulting 
competitive wholesale and retail markets. This included showing energy marketers first how to deal 
effectively with large electricity consumers, then reforming regulation so smaller commercial customers 
also could access competitive providers. He co-founded Competitive Energy Services, LLC, to facilitate 
commercial competitive access and through affiliates tested provision of retail competitive supply in 
Maine, Massachusetts and Texas. Dr. Silkman was the first residential customer to become a member 
of the End User sector of the reformed New England Power Pool, and, through Competitive Energy 
Services was the first to offer, with Interfaith Power and Light, renewable or “green” electricity for sale 
at retail in Maine. He testified on behalf of larger consumers in a score of federal and state proceedings, 
usually against electric utilities, including demonstrating conclusively that ISO-New England was not 
designed or managed to adequately benefit Maine electricity consumers. Seeking to reduce both energy 
costs to Maine manufacturers and New England CO² emissions, Dr. Silkman proved the investment 
viability of new and expanded natural gas pipelines into New England and within Maine. 


Through his analyses and advocacy, Dr. Silkman has consistently challenged the New England energy 
status quo of heavy reliance on heating oil and motor fuels, unnecessarily expensive electricity and 
unwarranted electric utility dominance of critical decisions at consumer expense. Not surprisingly, the 
status quo often has taken offense. 


To Dr. Silkman’s great credit, he has persevered in his advocacy of consumer interests. With this 
publication, Dr. Silkman has gifted us with perhaps his most important work to date, a fact-based 
energy and technology analysis demonstrating how Maine, the most fossil-fuel reliant of the United 
States (other than remote Alaska and Hawaii), can practicably reach zero carbon in energy use by 2050 
without any increase in societal energy costs. The product of two years of modeling and technology 
assessment, Dr. Silkman’s study shows possibility where many had assumed political and economic 
impossibility and therefore had not acted. This is an enormous contribution to the conversion of modern 
economies to carbon neutrality. Yes, leadership and disciplined decision-making will be essential, but 
the common presumption of futility and then hopelessness when confronting the vast challenge of 
the climate crisis are demonstrably no longer justified, if they ever were. No, it won’t be easy, but the 
anticipated climate-driven war between rich and poor, believers and non-believers in climate risk need 
not prevent consumers and governments from acting. Dr. Silkman’s analysis is an historic contribution to 
the climate policy effort, and to the common good. 


Tony Buxton 
Co-Chair, Climate Strategy Group
Preti, Flaherty, Beliveau and Pachios. LLP
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I begin with two questions. The first is why 
does Maine need an energy policy? The second 
is why does it need a new one now? With 
respect to the “why”, there are few things that 
are so fundamental to modern societies and 
their economies as energy. While not the most 
important factor of production – I believe that 
title goes to human capital - it certainly ranks 
very high on the list. Energy powers our factories, 
supports the flow of information, heats and lights 
our homes and enables the movement of goods 
and people. If you peel away the outer layers of 
virtually every aspect of society, what you find 
is energy. It is nothing less than the “heart-beat” 
of our modern world. This fact becomes crystal 
clear when we lose access to energy – during an 
electric power outage, when gasoline stations 
run dry during a major storm, when our oil tank 
in the basement runs out in the winter. Without 
energy, our society stops working.


This raises the second question - Why focus 
on energy policy now? The reason is that for 
the first time since the dawn of the Industrial 
Revolution, we have within our power the 
ability to harness unlimited energy resources 
to meet our ever-growing appetite for 
energy use and at the same time to reduce 
CO2 emissions. Further, as I demonstrate in 
Chapters Two and Three, there is a plausible 
pathway that can achieve a transition to an 
economy in 2050 in which total energy use is 
at today’s levels, but total CO2 emissions are 
reduced to zero and total annual energy costs 


(expressed in real dollars) are no higher during 
the thirty-year transition period than total 
annual energy costs have been on average 
since 2000. While this outcome may happen 
through the benign neglect of governments 
and reliance on competitive market forces, 
I do not believe it will do so in the time 
necessary to prevent some of the direst 
consequences of global warming. Instead, 
I believe its timely accomplishment will 
require a steady and concerted effort by all 
countries, states and communities, relying on 
government to create the necessary financial 
incentives and organizational structures to 
accomplish this objective. 


Study after study has demonstrated the 
warming impact that decades of CO2 emissions 
are having on the climate of our planet. Global 
warming has been called nothing short of an 
“existential crisis,” a condition that threatens 
the continued existence of our civilization. 
Ironically, the very scope of the crisis means 
that whether Maine acts to reduce its CO2 
emissions is essentially irrelevant. Maine’s 
annual CO2 emissions of roughly 20 million 
tons represents about 0.05% of the 40 billion 
tons of CO2 emitted annually world-wide. 
Nevertheless, for Maine to do nothing is 
unacceptable. As I discuss in the concluding 
chapter, where collective action is necessary to 
solve a problem, actions must be undertaken 
collectively, whether voluntarily or through 
coercion and/or compulsion. 


Introduction1.0| 
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My purpose here is to identify and evaluate 
in detail what actions Maine might take 
to eliminate CO2 emissions, and what 
consequences these actions would be 
expected to have within Maine. While my focus 
is on Maine (and occasionally where useful on 
the United States), my analyses are done within 
the context of similar types of actions taken 
individually as part of the broader collective 
actions required by the other New England 
states, by the United States and, indeed, by the 
rest of the world. 


Most of the energy used today in the U.S. and 
across the world to power economies is created 
by burning fossil fuels, primarily coal, oil distillates 
and natural gas. This, in turn, is impacting our 
planet’s climate and polluting the air we breathe. 
With every dollar of Gross Domestic Product 
produced, our environment suffers further 
degradation, and our long-term outlook is more at 
risk. We dare not slow economic growth rates for 
fear of impacting the health of our economies and 
prosperity of our nations; yet, current conditions 
are not sustainable.


Maine is not immune to these conditions. 
Indeed, it could be argued that to understand 
Maine, we must understand energy. From 
the wind captured by the sails of merchant 
vessels, to the harnessing of our rivers to 
power our factories, to the burning of our 
immense forests to heat our homes, the story 
of Maine is very much the story of our ability 
to use energy. Maine’s development patterns 
reflect the ability to capture and use energy, as 
settlements sprang up first along our coast and 
then at major falls on our great rivers. These 
settlements, in turn, spawned their own suburbs 
in the 20th century, supported in large part 
through plentiful and inexpensive oil. During this 
entire time, Maine’s unstated energy policy was 
quite simple - use as much energy as it could 
afford to promote the economic well-being of 
its residents and businesses.


Two events brought home the central role 
of energy in the economy and the need to 
pay more attention to Maine’s energy sector. 
The first was the rapid rise in oil prices that 
triggered the economic crises in the 1970s. 


In less than a decade, Maine’s economy and, 
indeed, the U.S. economy and economies 
around the world, lost their footings, as they 
were battered by inflation, unemployment 
and stagnation. Energy could no longer be 
ignored. In what may best be described as the 
largest peace-time energy policy and planning 
effort in our history, our focus at all levels of 
government turned to energy, resulting in 
the establishment by President Carter of the 
cabinet level Department of Energy, followed 
by similar efforts in many of the states, 
including Maine.


The second event was the environmental 
movement. By the early 1970s, the consequences 
of unchecked energy use focused attention 
on the harms created to our country’s rivers, 
groundwater and air quality from the production 
and use of energy. This led to the passage of 
clean air and clean water acts at the national 
level and improved environmental monitoring 
and more stringent permitting standards in 
many states, including Maine. One approach to 
reducing pollution was simply to use less energy 
through energy conservation. This objective 
was realized through legislation and regulations 
focused on improving efficiencies, such as 
automobile mileage standards, more energy 
efficient building codes and appliance efficiency 
standards. 


Interestingly, by the time these policy efforts 
got into full swing, energy conditions had 
reversed. The rapid rise in energy prices in the 
1970s was followed by an equally rapid fall in 
real energy prices through the 1980s. At the 
same time, expansionary efforts to correct the 
effects of stagnation in the world’s developed 
countries were beginning to bear fruit, leading 
to increases in energy consumption to support 
expanding economic activity. A full-scale 
push was on to find new sources of oil and 
natural gas to support not just the economic 
expansion of western economies but also the 
rapid industrialization of China, the so-called 
Asian Tigers, India and other less developed 
countries across the globe. The use of energy 
was once again encouraged, albeit within the 
confines of tightened regulations to protect 
critical natural resources and the environment. 
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This pedal-to-the-metal approach to energy use 
began to be challenged, as the threat of global 
warming due to increased concentrations of 
CO2 in the atmosphere became more widely 
accepted. Initially, the threat of climate change 
was addressed through efforts to protect forest 
lands to absorb CO2 from the atmosphere and 
through conversions from coal and oil to natural 
gas – the so-called “clean energy alternative”. 
The latter was facilitated by the revolutionary 
drilling technology called “fracking” that 
unleashed huge quantities of natural gas at very 
low prices and by efforts to develop liquefaction 
facilities to move large-scale geographically 
trapped natural gas resources to countries in 
need of energy. 


Today, the threat to our environment is being 
addressed through the development of 
renewable generation technologies, specifically 
wind and solar. These have been fueled by 
astonishing advancements in technology and 
manufacturing processes that have reduced the 
cost of generating electricity to the point where 
these alternatives are now cost competitive with 
fossil fuel generation in much of the world. 


The central feature of my proposed new 
energy policy is the proposition that Maine can 
achieve a transition to an essentially carbon-
free economy by 2050 without increasing the 
annual amount it spends on energy or reducing 
the total amount of energy it consumes. To 
accomplish this, Maine must transform its 
use and production of energy. This requires 
that Maine convert its heating, industrial and 
commercial process and transportation sectors 
from using fossil fuels to using electricity. 
This conversion is sometimes referred to as 
beneficial electrification.2 I show how reasonable 
adoption rates of electric vehicles, heat pumps 
and industrial and commercial processes can 
achieve the first part of this transformation 
over the next thirty years.


2 A good working definition is Beneficial Electrification (or 
strategic electrification) is replacing direct fossil fuel use 
(e.g., propane, heating oil, gasoline) with electricity in a 
way that reduces overall emissions and energy costs. This 
can include, for example, switching to an electric vehicle 
or an electric heating system – as long as both the end-
user and the environment benefit. (http://www.eesi.org/
projects/electrification) 


Second, producing the electricity to support 
beneficial electrification requires the 
development of zero-carbon, renewable energy 
generation on an unprecedented scale. For 
Maine, I estimate that this requires investing 
an average of $2 billion a year for the next 
thirty years in new solar PV, on-shore and off-
shore wind and battery storage systems and in 
expansions to the electric grid to accommodate 
the increased use of electricity and the 
interconnection of thousands of new distributed 
and utility-scale generating plants within the 
state. Together, beneficial electrification and 
renewable generation will result in the deep 
decarbonization of Maine’s economy – achieving 
essentially zero-carbon emissions by 2050.3 This 
need not and cannot be just an aspirational goal. 
Instead, I identify a pathway for achieving this 
result without increasing total annual spending 
on energy and propose a series of policies that 
facilitate its achievement. I put forward this 
conclusion as the foundation of a new energy 
policy for Maine.


Energy is what economists call an 
“intermediate good”. It is not generally 
consumed as an end product; rather, it is used 
in the production of goods and services that 
are consumed by residences and businesses 
in the economy. The gasoline in our tank 
enables us to move from one place to another; 
the wood we burn in our stoves heats our 
homes; the natural gas that is used by a 
generator produces electricity which is then 
used to power our society; the electricity that 
is used in our factories and offices results 


3 I have chosen the year 2050 to be consistent with 
most U.N. IPCC studies that identify this year as the year 
the world needs to eliminate CO2 emissions to prevent 
the more severe consequences of global warming from 
occurring. See Global Warming of 1.5°C: An IPCC Special 
Report on the Impacts of Global Warming of 1.5wC Above 
Pre-Industrial Levels and Related Global Greenhouse Gas 
Emission Pathways, in the Context of Strengthening the 
Global Response to the Threat of Climate Change, Sustain-
able Development and Efforts to Eradicate Poverty, United 
Nations Intergovernmental Panel on climate Change, Octo-
ber 2018. https://www.ipcc.ch/sr15/


Fifty Years of Maine’s 
Energy Policies1.1| 
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in the production of valued goods and 
services. Because energy is an intermediate 
good, its value is determined by the results 
of its use. This means that all policies that 
are designed to impact energy use must be 
evaluated on both the direct impact they 
have on energy production and consumption 
and on the indirect impacts they have on the 
consequences of the production and use of 
that energy.


I believe that there are three aspects of the use 
of energy that are overarching and therefore 
should be the ultimate targets of energy 
policies. First, energy is used to produce 
goods and services that we value and that we 
consume. The higher the value of the goods 
and services that are produced from each 
unit of energy used in their production, the 
better off we are. Second, while energy is an 
intermediate good, in order to use energy, we 
must first purchase it. We must spend money 
to obtain energy. The more energy we obtain 
for a given amount of money spent, the better 
off we are. Finally, when we use energy we 
often create emissions that may be harmful 
to our health or to the environment. These 
are called environmental externalities, and 
include CO2 emitted during production (and 
the climate impacts of atmospheric CO2) as 
well as such things as incidences of asthma, 
waste water discharges into rivers, methane 
leaks into the atmosphere and particulates that 
are emitted into the air. The more energy we 
are able to use for each externality we produce 
through its use, the better off we are.


I refer to these three measures - (a) the amount 
of useful economic output per btu of energy 
input, (b) the amount of btus of energy that 
can be obtained per dollar spent on energy and 
(c) the amount of btus of energy that can be 
used per pound of CO2 emitted, as “Conversion 
Efficiency”, “Production Efficiency” and 
“Externality Efficiency”, respectively, and define 
each more precisely as follows:


• Conversion Efficiency is the rate at which 
the overall economy converts energy 
into useful finished goods and services. 
I measure the numerator as real Gross 
Domestic Product (“GDP”) and the 


denominator as millions of btu (“mmbtu”). 
The higher the ratio, the better is the 
Conversion Efficiency.


• Production Efficiency is the rate at which 
dollars spent on energy are converted 
into energy btus. The more btus per dollar 
spent on energy, the higher the Production 
Efficiency. The numerator in this measure 
is the number of btus of energy used; the 
denominator is the total amount spent on 
energy.4 


• Externality Efficiency is the number of btus 
of energy that are produced per pound 
of CO2 emitted into the atmosphere. The 
fewer pounds produced per btu of energy 
consumed the better. The numerator is 
the number of btus of energy used; the 
denominator is the total CO2 emissions 
from this energy used.5


I am able to create these three efficiency 
measures from U.S. Department of Energy’s 
Energy Information Agency (EIA) state-level 
energy data extracted from its State Energy 
Data System or SEDS datafiles. This data 
provides a consistent historical record of 
energy use for each of the fifty states and for 
the District of Colombia. I have focused on 
Maine, Massachusetts, New Hampshire and 
the U.S. for comparison purposes. 


There are certainly other factors that impact 
policies related to energy. For example, for 
the past forty years our national policy has 
emphasized energy independence – the 
concept that energy produced in the United 
States is preferred to energy that is produced 
overseas and imported into our country. A 
second example is resiliency. The U.S. Strategic 
Petroleum Reserve is a government funded 
stockpile of oil that can be called upon in 
emergencies to provide energy to critical 
sectors of our economy. Yet another example is 
equity – the need to ensure that the basic needs 


4 This is the inverse of the price of energy. I use the 
inverse so that a higher value of this measure is better 
than a lower value.


5 Because the overwhelming factor impacting the earth’s 
climate is CO2 in the atmosphere, I have limited my focus to 
CO2 and not addressed other environmental externalities.
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of our citizens are met through programs like 
the Low-Income Heating and Energy Assistance 
Program. While these are important issues, I 
believe they are less fundamental to the role 
played by energy use in our economy than are 
the three measures noted above. If Maine is 
successful in achieving better performances 
in the three measures noted, the result will be 
higher income and wealth levels and lower 
environmental pollution levels and therefore 
more resources to devote to accomplishing 
these other objectives. Accordingly, I focus 
here on these three measures in evaluating how 
Maine has performed over the past half century.


To gauge Maine’s performance, I examine how 
these three measures discussed above change 
over time and change in comparison to other 
states and the U.S. as a whole. The results 
for each of these performance measures are 
shown in Figures 1-1 through 1-3.


Figure 1-1 shows Conversion Efficiencies. 
Maine is clearly lagging the rest of the country 
and is well behind both New Hampshire 
and Massachusetts on this measure. In part, 
this reflects the fact that Maine’s underlying 


economy is more energy intensive than its two 
New England counterparts. Beginning in the 
late 1970s at the height of the energy crisis, 
the economies of these states and especially 
Massachusetts began the process of moving 
from more energy intensive activities to higher 
value service sectors. Maine’s economy lagged 
in this transition. Maine is achieving less than 
half the economic value as Massachusetts for 
each mmbtu of energy consumed and lags 
well behind New Hampshire and the rest of 
the country. This would be less of a concern 
if energy were very cheap in Maine compared 
to elsewhere, but as shown in the next exhibit, 
this is not the case. 


Figure 1-2 provides a comparison of 
Production Efficiency across the same 
jurisdictions. Since this measure is in effect 
the inverse of the price per mmbtu and since 
all three New England states are in essentially 
the same energy markets, we would expect 
their performances on this measure to be 
very similar. While New Hampshire and 
Massachusetts are in fact virtually identical on 
this measure over the entire period, Maine’s 
experience is quite different. From 1970 through 


FIGURE 1-1 | Conversion Efficiency – Real GDP per mmbtu of Energy Used
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the early-1990s, Maine looks very much like the 
country as a whole and much less like its New 
England neighbors. However, beginning in the 
mid-1990s this situation changed, as Maine’s 
Production Efficiency fell more rapidly than 
the nation’s fell. Today, Maine looks the same 
as Massachusetts and New Hampshire, and 
all three states lag the U.S. on this measure 
of performance. Whatever energy price 
advantages Maine had through the 1980s have 
disappeared. The consequences of this have 
been seen in the fates of Maine’s most energy 
intensive industries.


Maine’s performance vis a vis the country with 
respect to Production Efficiency suggests that 
its policy of encouraging more widespread use 
of native renewable energy resources did not 
have an appreciable impact on energy costs. 
Throughout the 1980s and into the mid-1990s, 
the rate at which Maine was able to convert 
expenditures on energy into usable energy btus 
mirrored the nation and was well above that of 
other states in New England. 


Beginning in the mid-1990s Maine began 
to diverge from the nation on this measure 


and move toward Massachusetts and 
New Hampshire. There were three policy 
changes that caused this shift. First, new 
federal policies were implemented that 
required electric utilities to provide open 
access to their transmission grids to non-
utility generators, thus facilitating open and 
competitive wholesale markets for electricity. 
Second, the New England states responded 
to this shift in federal policy by establishing 
a region-wide organization, ISO-NE, and new 
market rules governing the operations of 
electricity transmission and the wholesale sale 
of electricity. Finally, Maine restructured its 
electric utilities by requiring them to divest 
their electric generating assets. The intended 
effect of these changes was, in the words of 
Tom Welch, former chair of the Maine Public 
Utilities Commission, to ensure that electricity 
prices in Maine converge to national prices, 
so that Maine will never be an outlier when it 
comes to energy prices.


Figure 1-2 shows that this intent has been only 
partially realized. Maine energy prices have 
converged to those in New England. There 
is now no longer any significant difference 


FIGURE 1-2 | Production Efficiency – mmbtu of Energy per Real Dollar Spent
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between how many btus can be obtained 
per dollar spent in Maine vs. Massachusetts 
vs. New Hampshire. However, while energy 
prices have converged across New England, 
the gap between Production Efficiency in New 
England compared to the rest of the country 
has remained, and the graph suggests that it 
may widen in the future. The primary reason 
for this is natural gas. The divergence between 
continental prices for natural gas on the one 
hand and worldwide prices for oil and LNG on 
the other, combined with the lack of adequate 
natural gas pipeline infrastructure to deliver 
U.S. natural gas supplies into New England are 
keeping Production Efficiency in New England 
low relative the nation as a whole.


The third measure – Externality Efficiency – is 
shown in Figure 1-3. This graph shows that 
Maine and the other two New England states 
have performed far better than the U.S. as a 
whole. The early portion of this separation 
occurred during the 1970s and 1980s when the 
oil embargoes and rapid price increases led 
to a shift to coal across most of the country. 
The more recent portion of the separation of 
New England reflects the shift to natural gas, 


especially in the electric generation sector and 
to increases in renewable energy. Relative to 
the rest of the country, New England produces 
about 6% more energy btus for the same 
amount of CO2 emissions.6 


The changes noted above in each of these 
three efficiency measures reflect to some 
degree the influences of Maine energy policy. 
Maine’s first major energy policy initiative 
during this period followed the energy 
crisis in the 1970s that was triggered by oil 
embargoes that led to rapid price increases. To 
respond, Congress adopted the Public Utilities 
Regulatory Policy Act or “PURPA”.


6 Energy btus in Figures 1-1 through 1-3 are accounted for 
in the state in which primary energy sources are consumed. 
This can create anomalies when, for example, an electric 
generation plant that produces electricity using coal is 
located in one state, but the electricity is delivered into 
other states for final consumption. That state may perform 
relatively poorly on this Externality Efficiency measure by 
being an exporter of coal-fired electricity generation. The 
increasingly regional nature of the U.S. and New England 
electric grids and the movement to competitive wholesale 
markets supported by open access to transmission grids 
has tended to exacerbate the locational mismatch between 
the use of use of primary energy to generate electricity 
and the actual consumption of that energy.


FIGURE 1-3 | Externality Efficiency - Energy btus Used per Ton of CO2 Created
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This far reaching legislation paved the way for 
many changes in the nation’s energy policy, 
but none were as significant as the opening of 
the electric generation market to independent 
power producers through the requirement 
that utilities purchase energy generated by 
non-utility generators at a price equal to the 
utility’s avoided cost of generation – that is, 
at the costs the utility would have incurred to 
generate electricity but for the independent 
power producers. 


In the early 1980s, Maine enacted its version 
of PURPA. Because Maine had hydroelectric 
opportunities that could be developed and 
biomass resources that could be harvested to 
generate electricity, Maine was able to expand 
the share of renewable energy sources in its 
energy sector. This improved its Externality 
Efficiency measure as shown in Figure 1-3.7


The improvement in Externality Efficiency, 
however, had secondary consequences to 
Maine’s economy. One important consequence 


7 The increase in the proposed number of plants to use 
Maine’s forest and biomass resources to generate electricity 
led the then chair of Maine’s Public Utilities Commission to 
characterize Maine’s energy policy as “Burn Maine first.”


that emerged from Maine’s adoption of 
PURPA was the development of large-
scale cogeneration at many of Maine’s 
major paper mills. Because the value of the 
electricity generated in these cogeneration 
plants was higher than the cost to generate 
the electricity, the result was a reduction 
in the effective price of energy for these 
mills. This new cost reduction extended the 
operations of some of these mills longer than 
would otherwise have occurred. This was a 
contributing factor to Maine’s relatively poor 
performance with respect to Conversion 
Efficiency, as Maine retained many of its most 
energy intensive industries longer than other 
states in the region. Maine’s energy policy 
of requiring electric utilities to purchase 
electricity generated by independent power 
producers at the utility’s avoided costs altered 
the underlying cost relationships for these 
companies, thus impacting their management 
and operational decisions.


Figure 1-4 provides a chart showing how 
Maine has performed across all three measures 
compared to Massachusetts, New Hampshire 
and the U.S. since 1970. This chart uses the 


FIGURE 1-4 | Overall Comparison of Energy Performance Since 1970
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simple average of the relative performances 
on the three measures – Conversion Efficiency, 
Production Efficiency and Externality Efficiency 
– as the overall measure of performance. Using 
the simple average gives each measure equal 
importance. This is a simplifying assumption, 
but absent any compelling argument to more 
heavily weight one or two of the measures, 
I believe it is reasonable. The base for this 
comparison is the value of this measure in 1970 
for the U.S. I set this value equal to 1.00 as a 
benchmark.


The results show that national performance 
on this aggregated measure has been varied. 
Relative to the value of this measure in 1970, 
national performance fell during the energy 
crisis in the 1970s, rose consistently from 1981 
through 1999, fell again during the first part of 
this decade to a low during the great recession 
in 2008 but has since ridden the fracking wave 
to return to its starting point.


Throughout this entire 45-year period, Maine’s 
performance has been below that of the nation 
and somewhat less volatile. Maine was not as 
impacted as the country by the energy crisis 
during the 1970s and did not rebound from 
that crisis as robustly as the country over the 
two-decade period that followed. Since 2000 
Maine’s performance has generally tracked that 
of the country, although it may be important 
that the gap has widened over the last four 
years shown. Like the nation, Maine ended 2016 
up slightly from where it began in 1970.


The experience of our neighboring states 
has been very different from Maine’s. New 
Hampshire began at the same level as Maine 
in 1970 at about 90% of the value of the U.S. 
Since then, however, New Hampshire has 
outperformed Maine, tracking much closer 
to the performance of the country. By 2016, 
New Hampshire’s performance is almost 
25% higher than the country and about 35% 
higher than Maine. 


The Massachusetts experience is even more 
profound. Beginning at the same level as 
the U.S., its relative performance had almost 
doubled by the late 1990s before declining 
precipitously during the early 2000s. Even with 


this decline, however, by the end of this period, 
its performance was 50% higher than the U.S. 
and 67% higher than that of Maine. The principal 
driving factors for this inter-state differential is 
the more pronounced conversion of first the 
Massachusetts and then the New Hampshire 
economies away from energy-intensive 
manufacturing and toward the high-end service 
sectors – finance, insurance and real estate.


Over the past 45 years, during periods of high 
and low energy prices, economic expansion 
and contraction and tightening and relaxing of 
environmental regulations, the net result of the 
sum of all Maine’s various energy policies and 
initiatives has been to leave Maine no better or 
worse off relative to the nation as a whole with 
respect to the average of three key indicators 
of energy sector performance. Put differently, 
to the extent that the objectives of Maine’s 
energy policies have been to increase - relative 
to the nation and peer states - the amount of 
economic value obtained for each btu of energy 
used in the economy, to increase the number of 
btus of energy available for each dollar spent on 
energy and to increase the amount of energy 
btus that can be produced for each pound 
of CO2 emissions created, the results of these 
policies are indistinguishable from the results of 
the policies adopted by the country. 


Over more than four decades spanning 
seven gubernatorial administrations, three 
of which were Democrats, two of which 
were Independents and two of which were 
Republican, Maine has been less adept at using 
its energy btus to produce high-value goods and 
services and has lost its relative energy price 
advantage compared to its neighboring states. It 
is only in the area of reduced air emissions that 
it has achieved success. This track record raises 
the question of whether beneficial environmental 
outcomes can only be achieved at the expense 
of higher energy costs that have damaging 
effects on Maine’s economy. 
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The remainder of this report examines this 
question. I do this by focusing on what it 
would take to achieve deep decarbonization 
of Maine’s economy and near zero carbon 
emissions in Maine by 2050. The next chapter 
defines what such an end state might look 
like in 2050, and how much energy would 
cost, assuming deep decarbonization is 
achieved through a combination of beneficial 
electrification of virtually all Maine’s economic 
sectors and the development of renewable 
energy resources to meet the much higher 
electric energy demands. I conclude that a 
plausible end state exists in 2050, in which 
total CO2 emissions are reduced to zero, but 
total annual energy costs (expressed in real 
dollars) are no higher than total annual energy 
costs have been on average since 2000.


Having defined such a plausible end state in 
2050 in Chapter Two, Chapter Three focuses 
on the transition from the state of Maine’s 
energy sector today to that end state in 2050. 
I show that under reasonable assumptions 
regarding (a) the rate at which various 
economic sectors transition from the use of 
fossil fuels to becoming 100% electric, (b) the 
rates at which renewable energy resources 
are developed and (c) the price curves for 
all forms of energy over the period 2020 – 
2050, the transition can be accomplished. 
Further, I show that it can be accomplished at 
essentially the same annual energy costs each 
year over the thirty-year period as the annual 
energy costs Maine has incurred to meets its 
energy requirements since 2000. These results 
demonstrate that there is a plausible pathway 
to achieve the transition of Maine’s economy 
to an essentially carbon-free economy by 
2050 that will not impose financial burdens on 
Maine’s residents and businesses. 


The pathway defined in Chapter Three 
illustrates that a fundamental aspect of deep 
decarbonization that is achieved through 
beneficial electrification and renewable energy 
resources development is the substitution of 
capital in the form of significant investments 


in electricity generation, transmission and 
distribution plant and equipment for operating 
costs in the form of fossil fuel and maintenance 
costs. This conversion can only occur if vast 
amounts of capital can be drawn to the 
energy sector. This, in turn, can only occur 
and impose no financial burdens on energy 
consumers if the price of that capital is low. 
Chapter Four focuses on the magnitude 
of these capital flows and defines a new 
organizational structure – the Maine Electricity 
Generation Authority – that can achieve both 
requirements. I show that the Maine Electricity 
Generation Authority has the ability to raise the 
capital necessary to finance the development 
of renewable generation resources that are 
required to support beneficial electrification 
and do so at costs that maintain total energy 
costs at their current levels.


Chapter Five sets out a policy framework 
for accomplishing the deep decarbonization 
of Maine’s economy. In this chapter, I offer 
a mixture of general policy prescriptions 
and specific legislation, recognizing that the 
transition to such an end state is a thirty-year 
process, during which the pathway laid out 
will need to be adapted to changes in the 
underlying assumptions I have made and to 
energy conditions more broadly. 


The final chapter offers a few concluding 
thoughts. 


There is no question that from our vantage 
point today, the realization of a carbon free 
economy by 2050 appears an impossible 
task. However, this is always the case with 
transformational events. Only the most 
visionary people in 1850 could have imagined 
the network of railroads in the country by 
1880 and how these would reshape the 
American economy. Very few people in 1910 
thought that by 1950 most of America would 
be electrified. Perhaps even fewer people 
could have imagined that from its initial 
deployment in the late 1970s, fiber optic 
cable would become, as the Royal Swedish 
Academy of Sciences declared thirty years 
later in 2009, “the circulatory system that 
nourishes our communications society” and 
be deployed in an amount that “If we were to 


Overview of 
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unravel all of the glass fibers that wind around 
the globe, we would get a single thread over 
one billion kilometers long — which is enough 
to encircle the globe more than 25,000 
times — and is increasing by thousands of 
kilometers every hour.”8 


In each of these cases, the transformations 
were made possible by three primary factors 
–(i) technologies that were scalable and that 
provided marked improvements over then-
existing technologies, (ii) new organizational 
structures that made possible the raising of 
vast amounts of investment capital and (iii) 
government policies that supported and, in 
some cases, enabled the transformations 
to occur. In combination, these factors 
transformed our society from one economy 
to a very different economy thirty years later. 
These same three factors – technologies, 
capital and policies – will be needed to 
transform our carbon-intensive economy today 
to a carbon-free economy in 2050. This is the 
purpose of my effort – to determine whether 
such a plausible pathway can be constructed 
and to identify what it will take to accomplish 
just such a transformation.


Before turning to this effort at hand, I believe 
that it is important to discuss some of the 
more critical assumptions I am making that 
enable me to look thirty years into the future 
to an economy whose energy underpinnings 
bear very little resemblance to our economy 
today. The first item to emphasize is that I do 
not address inflation. All of the cost, price and 
expenditure figures are expressed in terms of 
today’s dollars. This means that where these 
values do change, the changes are being 
driven by technology or by fundamental 
sectoral changes that impact real prices. These 
cases are limited, and where I have assumed 
them, I bring each such case to the attention of 
the reader. Given the volatility of energy prices 
over the past fifty years, it may appear that this 
assumption is inappropriate. I note, however, 
that while energy prices have been volatile, 


8 Taken from the obituary of Charles Kuen Kao, the father 
of fiber optics. https://www.washingtonpost.com/local/
obituaries/charles-kuen-kao-nobel-laureate-celebrated-as-
father-of-fiber-optics-dies-at-84/2018/09/25/639fe01e-
c008-11e8-be77-516336a26305_story.html?noredi-
rect=on&utm_term=.7a7194f529c5 


the real price of energy has been remarkably 
constant over most thirty-year windows over 
the last 50 years.


A second point I believe important to 
emphasize is that my goal is not to be 
precise about Maine’s energy future. This 
would certainly be a fool’s errand. Rather, 
my objective is to determine whether the 
aspirational goal of a carbon-free Maine by 
2050 can be achieved in a manner that is 
technically feasible, internally consistent 
and reasonably plausible. This should not 
be interpreted to mean that the outcomes I 
identify are in any way predictive of the future. 
In fact, as I note in my concluding thoughts, 
I am far from confident that the scenarios I 
present in the following chapters are probable, 
and indeed, in my more pessimistic moments I 
believe them highly unlikely. 


The third point is that I have modeled a very 
dynamic energy sector in an essentially 
static Maine economy. For all my analyses, 
I assume that the amount of energy Maine 
residents and businesses use in each of the 
next 30 years remains fixed at essentially 
current levels.9 I do not consider changes 
in demographics, changes in housing stock, 
changes in industrial mix, changes in energy 
intensity or changes in government policies 
that could have an impact on energy use. What 
I do impose is the requirement that Maine’s 
economy transition to a zero-carbon emission 
state over the thirty-year period from 2020 to 
2050. As I discuss, this requires a restructuring 
of Maine’s energy sector. Converting the entire 
transportation sector to electric vehicles, 
eliminating natural gas and distillate fuels as a 
source for heating and electrifying industrial 
and commercial processes are certain to 
have secondary impacts that effect energy 
usage and that extend deep into Maine’s 
economy. For example, people may use more 
energy and use it in different forms when the 
environmental externalities from energy use are 
eliminated. Consideration of these secondary 
and tertiary impacts is well beyond the scope 


9 As discussed in Chapter Two, I do allow for increased use 
of electricity associated with increased penetration of air 
conditioning in Maine residences over the next thirty years.
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of my effort. That said, the energy generation 
technologies that are identified as meeting the 
demands of beneficial electrification and deep 
decarbonization can be scaled both in scope 
and breadth and in cost in a near-linear fashion 
up or down to meet decreased or increased 
energy use by 2050. Accordingly, the absolute 
level of energy consumption in Maine will not 
alter the fundamental conclusions of this study. 


Finally, I ask the reader to evaluate my 
analyses and conclusions in terms of technical 
feasibility, internal consistency and reasonable 
plausibility and not against the standards of 
probability (the likelihood of their occurrence) 
or optimality (whether they are the best of all 
possible outcomes). At each step, I ask that the 
reader only judge the reasonableness of each 
assumption, factor or other predicate that I use 
to achieve a zero-carbon Maine economy in 
2050 and a 30-year pathway to achieve that 
outcome. 


Unlike a magician who asks the same of an 
audience but then adds a “trick” intended 
to deceive the audience into believing the 
unbelievable, I have introduced no sleight-
of-hand in the models. My results flow from 
my assumptions and parameters. If my 
assumptions and parameters meet the test of 
reasonableness, then my results will confirm 
the achievability of the aspirational goals 
being adopted by cities and states across the 
country. They say nothing, however, about 
whether those goals will actually be achieved 
and if so, in what timeframe. 
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The best science today tells us that the next 
30 years will be critical if humanity is to avoid 
what will likely be catastrophic consequences 
of climate change and global warming. To 
keep global temperatures from increasing 
2°C, the world needs, at a minimum, to reduce 
annual CO2 emissions to zero by 2050. This 
means weaning society off coal, oil, natural 
gas and the other forms of fossil fuel that are 
deeply interwoven into our economic and 
social fabrics and doing so in a timeframe 
that is unprecedented. There is a growing 
consensus that even this will not be enough 
to stop climate change, and that reversing 
global warming will require more than the 
elimination of carbon-based fuels. It will 
also require removal and sequestration of 
a significant amount of CO2 already in the 
earth’s atmosphere.10 


Through a combination of fuel switching, 
technology enhancements, financial incentives, 
rules and regulations, the United States is 
achieving incremental reductions in CO2 
emissions, despite a growing economy. 
Energy-related CO2 emissions fell to 5,134 
million metric tons in 2017, down from a peak 
annual level of 6,021 million metric tons in 


10 See for example, Elizabeth Kolbert, “Can Carbon-Dioxide 
Removal Save the World?” https://www.newyorker.com/
magazine/2017/11/20/can-carbon-dioxide-removal-save-
the-world and also, The Emissions Gap Report 2017, A UN 
Environment Synthesis Report, https://wedocs.unep.org/
bitstream/handle/20.500.11822/22070/EGR_2017.pdf


2007.11 This is an important accomplishment; 
however, it is woefully inadequate relative to 
what is required to slow and ultimately stop 
global warming. Further, preliminary estimates 
show a 3.4% increase in U.S. CO2 emissions for 
2018, effectively undoing the total emission 
reduction gains in the prior three years.12


Achieving a zero-carbon economy by 2050 will 
require the elimination of carbon-based fuels 
across the entire world economy – a process 
often referred to as “deep decarbonization”. 
A simple stroll along the streets of Portland, 
Maine provides insight into just how daunting 
a task this is. Every smoke stack, every 
chimney, every gas meter, every tailpipe, every 
locomotive, every boat, ship and marine vessel 
represents a point source of CO2 emissions 
that must be either eliminated or converted 
to a non-carbon-based fuel to achieve deep 
decarbonization. As the scope of the stroll is 
extended to other parts of Maine, additional 
point sources of CO2 emerge, including large 
factories, farm and other off-road equipment 
and airplanes, all of which add to the enormity 
of the task.


11 https://www.reuters.com/article/usa-natgas-eia-steo/up-
date-1-u-s-carbon-emissions-seen-at-25-year-low-in-2017-
idUSL1N1J311B 


12 See report issued by the Rhodium Group - https://
rhg.com/research/preliminary-us-emissions-esti-
mates-for-2018/ 
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Given the current state of technology and 
energy options, deep decarbonization requires 
the electrification of most, if not all, of our 
energy use. This is because electricity can be 
produced using zero-carbon technologies 
such as wind and solar generation.13 This 
zero-carbon electricity can be substituted 
for gasoline and diesel fuels across the 
transportation sector, for coal, home heating 
oil, natural gas and propane to meet the space 
and domestic hot water needs of all sectors of 
the economy and eventually for other carbon-
based fuels used in industrial and commercial 
processes. This wholesale substitution of 
electricity for carbon-based fuels has come 
to be known as beneficial electrification and 
is receiving increased attention in the energy 
literature. Much of this attention is focused 
on the demand-side of the equation - the 
process of converting end-use consumption 
of energy to electricity, e.g., electric vehicles 
(EVs), air source and ground source heat 
pumps. Increasingly, the policy community has 
also begun to focus on the supply-side – the 
sources of zero carbon electricity generation 
that can be developed to meet the increased 
electricity demand in a manner that preserves 
grid reliability.14 This work has highlighted the 
central role that storage must play to enable 
generation to match electricity loads, and in 
particular daily cycling storage to address the 
hourly generation profile of solar photovoltaic 
systems and seasonal storage to meet heating 
requirements in the northern latitudes.


This chapter examines how beneficial 
electrification will reshape electricity usage 
across all sectors of the Maine economy, and 


13 Additional generation options include hydroelectric 
power, geothermal generation, traditional nuclear genera-
tion and nuclear fusion.


14 See, for example, Mark Z. Jacobson, et.al., “A Low-
Cost Solution to the Grid Reliability Problem with 
100% Penetration of Intermittent Wind, Water and 
Solar for all Purposes (Supporting Information),” 
Proceedings of the National Academy of Sciences, 112, 
doi:10.1073/pnas.1510028112, 2015, for an analysis of U.S. 
electrification, and Ram M., Bogdanov D., Aghahosseini 
A., Oyewo A.S., Gulagi A., Child M., Fell H.-J., Breyer C., 
Global Energy System based on 100% Renewable Energy 
– Power Sector, Study by Lappeenranta University of 
Technology and Energy Watch Group, Lappeenranta, 
Berlin, November 2017, for a similar approach focusing on 
world-wide energy requirements. 


what it will require in the form of renewable 
generation, storage and grid expansions 
and upgrades to meet this usage with 
zero carbon emissions. To the best of my 
knowledge, it represents the first attempt in 
Maine to translate the aspirational goal of zero 
carbon by 2050 being advocated through 
local political processes into the real-world 
investments necessary for its achievement.


Section 2 describes the sources of primary 
energy and electricity used in Maine today by 
end-use. I define this as Maine’s energy baseline 
and assume that total energy use remains flat 
through 2050. In effect, I am assuming that 
any increases in total energy use are offset by 
increased conservation and efficiency. Section 
3 calculates how the use of electricity will 
increase significantly by 2050 as different end-
uses are converted from a carbon-based fuel 
to electricity. Section 4 examines a variety of 
different electricity generation configurations 
for meeting 2050 electricity requirements, 
using combinations of zero emission wind 
and solar generation technologies. The total 
amount of storage under each configuration 
that is necessary to balance electricity demand 
and generation each hour over the course of 
the year is calculated, assuming there are no 
imports or exports of electricity from or to 
states or provinces that border Maine. Section 
5 estimates the capital and operating costs of 
these configurations based on projections of 
unit costs for different electrical generation 
technologies and for the required amount of 
battery storage. These costs are converted to 
annual costs and compared to the total annual 
cost (inclusive of fuel) of Maine’s current 
energy usage. Finally, Section 6 provides a set 
of concluding observations. 


Energy is used to support virtually all 
productive activity in Maine. Maine 
communities, residents and businesses use 
energy to produce goods and services, 
heat industrial, commercial and institutional 
facilities and residential dwellings, power 
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trucks, buses and passenger cars as well 
as airplanes, railroads, marine shipping and 
pleasure boats and to provide traffic, street 
and area lighting. In identifying the sources 
of energy used in Maine, it is important 
to distinguish between what are called 
“primary” energy sources and what are called 
“secondary” energy sources. Primary energy 
sources provide energy directly. These include 
fossil fuels (oil, coal, natural gas, propane), 
biomass (solid, liquid), hydro, nuclear, 
geothermal, wind, tidal and solar. Secondary 
energy is produced using a primary energy 
source. The most significant secondary 
energy source is electricity. For my purposes, 
I focus on primary energy sources net of the 
amounts of these energy sources used in the 
production of electricity plus electricity itself. 
By removing those primary energy sources 
that are used to produce electricity such 
as oil, natural gas, and coal, I avoid double 
counting energy used in Maine.


It should also be noted that there is often a 
difference between where energy is delivered 
to consumers and where it is actually used. 
A good example of this is air travel. When a 
jet fuels in Portland at the Jetport, it typically 
burns very little of that fuel in Maine, yet all 
of that fuel is attributed to Maine. Conversely, 
when a tractor-trailer fuels in New Brunswick, 
Canada and delivers wood products to a 
factory in Massachusetts, most of the fuel is 
burned traveling through Maine, but none of 
the fuel is accounted for in Maine energy use. 


Similarly, there is always some ambiguity 
about who constitutes Maine consumers of 
energy. Energy used by tourists visiting Maine 
and by seasonal home owners is accounted 
for in energy data as Maine energy use even 
though it is not used by residents of Maine. 
Since a significant part of Maine’s economy is 
related to tourism, this can distort measures 
of per capita energy use. 


On a larger scale, Maine’s electricity grid 
is interconnected with the electric grids 
of New England and New Brunswick. This 
allows power to flow relatively seamlessly 
throughout the broader region, such that at 
any given time, consumers in Massachusetts 


may be using electricity generated in Maine, 
while at a different time, Maine consumers 
may be using electricity generated in New 
Brunswick or elsewhere within New England. 
This is reflected in often very large differences 
between the amount of electricity generated 
in Maine compared to the amount of 
electricity consumed by Maine consumers. For 
my purposes, since I am focusing on energy 
use, I use the amount of electricity consumed 
in Maine rather than what is generated within 
the state.


Finally, some energy is not reflected in 
energy statistics. Much of the wood used to 
heat Maine homes is home grown and home 
supplied. Since it is not sold through retail 
markets or reported to government sources, 
it is missed in the tabulation of energy use. 
The same is true for much of the energy 
that is generated and consumed behind 
the customer’s meter. This includes a few 
large cogeneration operations, but also an 
increasing number of residential roof-top solar 
PV generating facilities.


Table 2-1 shows the amount of energy used 
in Maine by energy source and by end use 
sector, as reported by the U.S. Department of 
Energy’s Energy Information Agency (“EIA”) 
for 2016, the most recent year for which final 
data is available. I show usage measured in 
billion btus rather than the usual measures 
of usage such as barrels of oil, gallons of 
gasoline and kWh of electricity. I do this to 
enable easy comparisons across fuels. Total 
energy use is 384 trillion btus, 54 trillion 
(14%) of which represents fuels used in the 
production of electricity.15 


This table shows that transportation is the 
largest consumer of energy, followed by the 
industrial sector and then the residential 


15 I have also included energy sourced from geothermal, 
hydroelectric and nuclear power as these are also prima-
ry energy sources. Only a small portion of this energy is 
not classified as being electricity that is sold to electric 
customers. EIA reports that in 2016 Maine got a very small 
amount of energy from geothermal (72 billion btus) and 
somewhat more from hydropower generated for use be-
hind-the-meter (3,727 billion btus).  
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sector.16 Electricity consumption represents 
a small share of energy use – only about 10% 
of the total. The largest source of energy is 
wood and wood waste (which I will refer to as 
biomass) at just over a quarter of all energy 
used in Maine. About 30% of the biomass 
is used to produce electricity that is sold to 
consumers. A little over half of the biomass 
is used by the industrial sector, primarily to 
provide heat and electricity to the sector. 
About 10% of the biomass consumed in Maine 
is used by the residential sector to provide heat 
in one form or another. 


16 I am not completely confident that all fuels used to gen-
erate electricity in the industrial sector are being accounted 
for correctly in the EIA data. While I expect that most of 
the electricity generated is by cogeneration and used be-
hind-the-meter, it is possible that some is exported and sold 
as electricity in the market. This could introduce a double 
counting problem. In any case, I expect it to be small. 


The second largest energy source is gasoline 
followed by distillate fuel oil. These are used 
primarily to provide transportation and 
heat. Natural gas use follows closely behind, 
although much of the use of this fuel is for the 
generation of electricity for delivery to the 
electric grid. The use of natural gas has grown 
significantly over the past ten years as a result 
of the development of the Portland Natural 
Gas Transmission System and Maritimes & 
Northeast pipelines, combined with the price 
advantage natural gas has held relative to 
distillate oil. Rounding out the fuels used to 
provide heat across all sectors are propane 
and kerosene. Together they account for about 
4.0% of total energy use.


The table shows that very little coal is used in 
Maine, and much of that is used to generate 
electricity. The remaining fuels are aviation 
gasoline and jet fuel, asphalt & road oil, coal 


TABLE 2-1 | Maine Energy Consumption by Energy Source and Sector (2016)


ECONOMIC SECTORS
Resid. Comm. Ind. Transport Elec. TOTALS


Energy Source (Billion btu) (Billion btu) Pct.


Aviation Gasoline 128 128 0.00%


Asphalt & Road Oil 3,704 3,704 1.00%


Coal 421 1,773 2,194 0.60%


Distillate Fuel Oil 30,664 8,201 3,412 28,366 28 70,671 18.40%


Electricity 15,647 13,602 9,815 39,064 10.20%


Jet Fuel 6,524 6,524 1.70%


Kerosene 1,899 183 13 2,095 0.50%


Propane 6,540 6,522 320 66 13,448 3.50%


Lubricants 225 778 1,003 0.30%


Motor Gasoline 1,576 1,152 93,514 96,242 25.10%


Natural Gas 2,642 8,814 19,548 681 22,833 54,518 14.20%


Residual Fuel Oil 271 848 1,251 1,427 3,797 1.00%


Wood/Wood Waste 9,904 3,889 48,763 28,013 90,569 23.60%


67,296 43,058 88,221 131,308 54,074 383,957


17.50% 11.20% 23.00% 34.20% 14.10%


Geothermal Energy 72 72


Hydropower 0 2,972 24,722 27,694


Nuclear Energy 0


72 0 2,972 0 24,722 27,766
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and lubricants. Together, these fuels make up 
about 3% of all energy sources used in Maine.


Table 2-2 shows only those fuels that I include 
in the analysis. I do not include any fuels used 
in Maine for the generation of electricity to 
avoid the problem of double counting certain 
fuels used in the generation of electricity. 


Instead, the category “Electricity” is the 
amount of electricity that is consumed by 
Mainers regardless of where that electricity is 
generated. The table also does not include jet 
fuel and other oil-based energy sources such 
as asphalt and road oil and lubricants. These 
are relatively small amounts of energy for 
which there are no electric-based alternatives 
at this time. In addition, the conversion of 
transportation and industrial processes to 
electricity is likely to reduce significantly the 
quantity of lubricant fuel used.


The table also does not include energy from 
geothermal or hydro facilities located in 
the state. Since these are renewable energy 
sources, I assume that these are not displaced 
through decarbonization, but rather continue 
into the future at their current levels. 


Finally, I have not included biomass in my 
analysis. I assume that whatever biomass that 
is currently consumed for heating and process 
purposes will continue to be consumed over 
the next 30 years, and therefore will not impact 
the analysis of beneficial electrification. I 
further assume that biomass that is currently 
being used to generate electricity in stand-
alone facilities will not be used for this purpose 
in the future, as the biomass plants will not be 
able to produce electricity on a competitive 
basis when all electricity is being supplied by 
renewable energy resources with no fuel costs.


With these adjustments, Table 2-2 shows 
total Maine energy consumption of about 256 
trillion btus of energy a year, only 15% of which 
is electricity.17 Based on data collected and 
reported by the Independent System Operator 
of New England (“ISO-NE”) less than half of 
this electricity consumption derives from zero 
carbon emission generation, including nuclear 
generation. The remaining energy consumed is 
from energy sources that emit CO2 and must be 
converted to electricity for purposes of achieving 
deep decarbonization, as discussed below.


17 https://www.eia.gov/state/seds/seds-data-complete.
php?sid=ME#CompleteDataFile


ENERGY SOURCE CONSUMPTION
(Billion btus)


Coal 421 


Distillate Fuel Oil 70,643 


Electricity 39,064 


Kerosene 2,095 


Propane 13,448 


Motor Gasoline 96,242 


Natural Gas 31,685 


Residual Fuel Oil 2,370 


TOTAL 255,968


0.2%


27.6%


15.3%


0.8%5.3%


37.6%


12.4%


0.9%


Energy Source 2016
(Billion btus)


Coal


Distillate Fuel Oil


Electricity


Kerosene


Propane


Motor Gasoline


Natural Gas


Residual Fuel Oil


TABLE 2-2 | Maine Non-Renewable Energy Consumption plus Electricity Use - 2016
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The consequence of using the energy sources 
shown in Table 2-1 is that Maine’s total CO2 
emissions from energy use is around 20 
million tons per year. This is calculated using 
standard EPA emission factors for the fuels 
shown in Table 2-2, and a value of 500 lbs 
of CO2/MWh as the average emissions factor 
for the ISO-NE electricity grid. It is clear 
that Maine has a long way to go to eliminate 
carbon from its energy mix.


These energy usage levels are aggregate usages 
drawn from state-level data. As one thinks about 
conversion of various end-uses of energy from 
their existing fuels to electricity and then to 
develop generation configurations to provide 
the electricity required to meet total energy 
use using renewable energy, it is necessary to 
break down the above values into their end-use 
components and then further allocate these to 
consumption each hour over the course of the 
year. I describe how I do this for each of the 
energy sources in the following subsections.


2.1.1 | Electricity
The Independent System Operator for New 
England or ISO-NE tracks electricity usage on 
an hourly basis across the New England region 
by load zone and by state. Maine electricity 


usage with the ISO-NE Control Area includes 
all customers of Central Maine Power Company 
and Emera Maine, except those that are in 
Aroostook County and served by what used 
to be Maine Public Service. The load data for 
these customers is available from the Northern 
Maine Independent System Administrator or 
NMISA. In both cases, usage is measured at the 
generator bus and the transmission interfaces 
into and out of each geographic region. The 
usage includes transmission and distribution 
losses on the grid, and is, therefore, the amount 
of electricity that must be generated to meet 
the load requirements of all customers in Maine 
at their respective points of consumption.


Figure 2-1 shows these hourly load levels 
over the course of 8,760 hours in the year 
(2017), beginning on January 1st and ending 
on December 31st. The graph is scaled to 
the range of usage and shown in MW/hour. 
(I adopt this same convention for all energy 
usages in the following sections.) 


Current electricity usage shows some 
seasonality, with winter and summer loads 
higher than spring and fall loads. It also shows 
significant diurnal variation. Loads during 
the overnight periods are typically about 
half what they are during the peak periods 


FIGURE 2-1 | Maine Hourly Electricity Loads - 2017
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in the early evening. Overall, the maximum 
coincidental peak hourly load is 1,961 MW, 
resulting in a system annual load factor of 70%. 
This is a very high load factor – well above 
the national average. This high annual load 
factor is attributable to Maine’s manufacturing 
base in conjunction with low air-conditioning 
penetration in the residential sector and higher 
winter heating requirements, relative to the rest 
of New England and the U.S. as a whole.


2.1.2 | Natural Gas
The development of the Maritimes & 
Northeast (M&N) and the Portland Natural Gas 
Transmission System (PNGTS) pipelines in the 
late 1990s led to the subsequent creations of 
local gas distribution utilities - Bangor Gas, 
Maine Natural Gas and Summit Natural Gas and 
expansion of Northern Utilities (Unitil). These, 
in turn, enabled expanded natural gas usage in 
Maine. EIA reports natural gas use in Maine by 
month for five sectoral end uses – residential, 
commercial, industrial, transportation and 
electric utilities. For my purposes, I have 
used the average monthly natural gas usage 
reported by EIA for the years 2015, 2016 and 
2017. These years are reasonably representative 
of average winter weather conditions in Maine.


Natural gas is used by residential consumers 
to provide space heating and domestic hot 
water. This usage accounts for approximately 
8% of natural gas used in Maine that is not 
used for generating electricity. Commercial and 
industrial consumers use natural gas for two 
purposes – space heating and for process heat. 
Together, they account for 92% of non-electric 
generation natural gas usage in the state. Of 
this total amount, I estimate that about 77% is 
used for commercial and industrial processes. 
A small amount of natural gas is used in the 
transportation sector, primarily to power bus 
fleets. This amount is very small and included 
in the modeling of the electrification of the 
transportation sector.


2.1.1.1 | Heating
Natural gas used for heating purposes is 
highly correlated with ambient temperatures 
and associated weather conditions. The vast 


majority of natural gas used for heating end-
use purposes is consumed during the winter 
months. As noted above, I have defined 100% 
of residential natural gas usage as usage for 
heating purposes (space heating and domestic 
hot water). This ignores gas used for cooking 
purposes. This amount is very small and its 
omission will have de minimus impacts on the 
model results. 


Unfortunately, EIA does not break down 
natural gas usage in the commercial and 
industrial sectors by end use. To estimate 
the amount of monthly natural gas used 
for heating purposes in the commercial 
and industrial sectors, I define 100% of the 
gas used during the months of June, July, 
August and September, when facilities are 
not providing heat due to warm ambient air 
temperatures, as process related use. The 
amount of all monthly usage in the remaining 
eight months of the year in excess of the 
process amounts is then defined as natural gas 
used for heating loads. 


Figure 2-2 shows the monthly natural gas 
heating loads for the residential, commercial 
and industrial sectors, based on the above 
assumptions. The low residential usage 
reflects the relatively low degree of natural 
gas distribution system penetration in Maine. 
Where natural gas distribution systems are in 
place, they tend to be designed for and located 
to serve large end-users. Even where the gas 
pipelines go past or are close to residential 
units, the conversion rate of residences to 
natural gas among those end-users is slow and 
has remained well below 50%. 


2.1.1.2 | Process
I estimate natural gas process loads by 
calculating the average monthly usage 
over the months of June, July, August and 
September for the commercial and industrial 
sectors. This average is applied across all 
twelve months assuming that process loads 
are non-seasonal. The monthly usage levels 
are shown in Figure 2-3. The differences 
across the months reflect only the differences 
in the number of days in each month. Not 
surprisingly, the majority of process load 
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is industrial and generally associated with 
Maine’s largest manufacturing facilities, 
including Maine’s remaining paper mills and 
companies like Bath Iron Works. 


2.1.3 | Distillate Fuels
The primary distillate fuel used for heating and 
process applications in Maine is #2 oil, which 


is often referred to as heating oil. Distillate 
fuels also include propane and kerosene as 
well as Residual Fuel Oil (Resid or #6 oil) that 
is used in non-residential applications. As 
shown in Table 2-2, Maine uses about twice 
as much distillate fuel on a btu basis as it 
uses natural gas for all end uses. The sector 
use of the fuel is heavily weighted toward 
residential usage, since approximately 70% of 


FIGURE 2-2 | Maine Monthly Gas Heating Loads by Sector
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FIGURE 2-3 | Monthly Natural Gas Usage for Process Loads by Sector
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all Maine households use heating oil as their 
primary heating source. Residential usage of 
distillate fuel constitutes about 60% of total 
Maine use, with commercial and industrial 
usage representing 25% and 15%, respectively. 
Unlike natural gas, which is delivered through 
fixed pipelines and where the use of the fuel 
is metered monthly, the only monthly data on 
distillate fuels are related to the delivery of 
the fuels at the wholesale level. This does not 
provide a good match to monthly consumer 
usage. Therefore, I have apportioned annual 
distillate fuels use by month using the monthly 
percentages of natural gas use by sector. I 
then used the monthly percentages for natural 
gas heating and process uses to apportion 
total monthly distillate fuels use into heating 
and process end uses. Since the monthly 
consumption shapes and the relative percent 
to process versus heating in the commercial 
and industrial sectors are assumed to be the 
same as with natural gas, the usage graphs 
would look the same as those presented in 
Figue 2-3 and are not presented here.


2.1.4 | Gasoline & Diesel              
        (Over-the-Road)


Total gasoline and diesel use in Maine for over-
the-road transportation purposes is just under 
93 trillion btus per year. This is equivalent to 
approximately 780 million gallons of distillate 
fuels. It represents 36.1% of all energy used 
in Maine. While there are some monthly data 
available, these data tend to be based on 
point of sale information that is not necessarily 
consistent with actual usage. As I discuss in 
more detail in Section 2.2., I have relied on a 
variety of different data sources to apportion 
this usage by end-use (passenger cars, buses, 
trucks) and by month to measure when the 
fuels are actually consumed.


Considerable effort has been and continues 
to be spent on carbon capture and storage 
technologies and more recently on concepts 


for removing CO2 from the air as a means 
of reducing CO2 to address global warming. 
These efforts have not been able to produce 
any technologies that can work at the scales 
necessary to make an impact on global CO2 
levels in the atmosphere, nor have they been 
able to deliver CO2 emissions reductions at 
anything approaching a reasonable cost. 
On the other hand, passive solar designs 
for buildings reduce heating and cooling 
requirements, solar thermal systems displace 
heating oil and/or natural gas as a source 
of energy for domestic hot water, increased 
vehicle efficiencies and other energy 
conservation efforts reduce CO2 emissions. 
These are all important contributors to 
reducing overall CO2 emissions, but they 
cannot bring us anywhere near zero-carbon.


Given the state of technology today, 
electricity offers the only option for producing 
usable energy at the scale required and 
at reasonable costs without creating CO2 
emissions or other forms of greenhouse gases. 
Further, many end-uses of energy can be 
displaced by equipment or technologies that 
run on electricity and that deliver comparable 
output as oil and natural gas. These 
technologies include electric vehicles in the 
transportation sector, air source and ground 
source heat pumps for space heating and 
various electronic equipment for producing 
usable heat to displace oil and natural gas in 
commercial and industrial processes.


This section focuses on these three end-uses 
of energy to estimate how much electricity 
and during what hours of the year that 
electricity would need to be consumed to 
displace all fossil-based fuels used in Maine for 
these purposes. In all cases and for all end-
uses, the resulting electric loads have been 
grossed up by 8% to account for losses on the 
transmission and distribution grid. 


2.2.1 | Space Heating
Using the methodology for apportioning 
distillate fuels and natural gas use into heating 
and process end uses described in the previous 
section, I estimate that fuels used for space 
heating represent approximately 23% of total 


Beneficial
Electrification2.2| 
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annual fuel use in Maine. While some Maine 
homes, businesses and institutions are heated 
with wood and wood pellets and some with 
electric resistance heating, most of the energy 
used for this end-use across all sectors are 
distillates (heating oil, propane or kerosene) 
and natural gas.18 Recent advances in air 
source heat pump technologies that enable the 
delivery of heat at lower winter temperatures 
have led to an increase in their use in Maine, 
abetted through promotions by Efficiency 
Maine Trust. Overall penetration remains very 
small, however, as these make up less than 5% 
of total households. 


Ground source heat pumps have been around 
for decades. This technology relies on a 
relatively constant temperature in the ground 
to serve as a source of heat in the winter and 
a sink for heat in the summer. This constant 
temperature allows ground source heat pumps 
to operate at higher efficiencies during the 
winter months than air source heat pumps. 
However, they tend to cost considerably more 
to install, especially where drilling through 
ledge is required for the piping that serves as 
the heat exchanger. 


I make the assumption that by 2050 all 
Maine residential units are converted to air 
source heat pumps and that all commercial 
and industrial facilities switch over to ground 
source heat pumps to meet their heating 
requirements. This assumption is convenient; 
altering the relative percentages of each 
technology in each sector would not change 
total electric usage appreciably. I assume 
that air source heat pumps have a coefficient 
of performance (COP) that is a function of 
ambient air temperatures according to the 
following equation:


COP = (0.025 * T) + 1.75  (1)
(where T is ambient air temperature              
each hour measured in Degrees F)19


18 I assume that all homes, businesses and institutions that 
use wood or wood pellets for heat continue to do so. Since 
these fuels emit no CO2 on a life-cycle basis, they do not 
need to be replaced by electrification.


19 Source: “Natural Gas and Electric Positioning and Gas 
Technology Update,” William E. Liss, gti, Gas Technology, 
May 2017, p. 33.


This means that at a temperature of 50°F the 
COP is 3.0, and the heat pump uses one-third 
the amount of electricity as resistance heating 
would use to provide the same amount of heat.


Based on a general review of the literature, I 
assume that ground source heat pumps have a 
constant COP of 3.5 when providing heat.


As homes and businesses electrify by 
converting to air and ground source heat 
pumps, these heat pumps are replacing 
furnaces, boilers and other equipment that 
burn distillate fuels or natural gas to generate 
heat. I assume that existing residential heating 
systems operate at an average efficiency 
of 82%, commercial systems at 82.5% and 
industrial systems at 85%. The commercial 
and industrial levels are consistent with 
manufacturing specs for new equipment and 
for older equipment that is well maintained. 
The figure for residential heating systems 
reflects actual operating performance across 
all such systems.20 Since the air source and 
ground source heat pumps deliver heat 
directly, the amount of electric energy required 
to provide the equivalent levels of heat 
provided by burning distillate and natural gas 
is equal to the quantity of those fuels used 
multiplied by the average efficiency values 
noted above. I perform the calculation on the 
monthly distillate and natural gas usage levels 
to obtain the equivalent amount of electric 
energy input into air source and ground source 
heat pumps required to displace fossil fuels.


Next, I allocate the monthly distillate and natural 
gas requirements for each end-use sector to 
each hour in the month based on the heating 
degrees for that hour as a percent of total 
heating degrees for the month. I use 2017 hourly 
temperatures for Maine as reported by ISO-
NE. This hourly fuel amount is then converted 
to electricity usage using Equation (1) for 
residential usage and using the COP of 3.5 for 
commercial and industrial usage. This results 
in estimates of the hourly electricity loads that 
would provide equivalent heating for each 


20 Maine Single-Family Residential Baseline Study, NMR 
Group, Inc., submitted to Efficiency Maine Trust, September 
14, 2015. 
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end-use sector to that which is currently being 
provided by combusting distillate fuels and 
natural gas. The results are shown in Figure 2-4.


Not surprisingly, electric load requirements 
for heating purposes are highly seasonal, with 
the highest loads occurring during the winter 
months and on the coldest hours during 
these months. While the total electric load for 
heating end-use purposes of 7,500 GWh is only 
66% of current electricity usage in Maine, the 
peak load is 5,321 MW. This is 2.7 times higher 
than the current peak load of 1,961 MW. This 
results in a low annual load factor of about 17% 
for this end use.


2.2.2 | Non-Space Heating   
        Process Heat
I next compute total electrical requirements to 
convert all process end-uses in the commercial 
and industrial sectors from distillate fuels 


and natural gas to electricity.21 I assume 
that the btus of usable heat from current 
boiler operations is displaced on a 1-to-0.90 
basis for industrial customers and on a 1-to-
0.825 basis for commercial customers by 
btus of electricity. I have no direct means 
of apportioning annual or monthly amounts 
of distillate fuels and natural gas used by 
industrial and commercial customers for 
process purposes into each hour of the year. 


As a proxy for this apportionment, I use 
hourly electricity use in each sector. I assume 
hourly electricity use is correlated to process 
intensity, and thus is a reasonable proxy. For 
the commercial sector, I use an estimate of the 
hourly loads for the small and medium general 
service customers of CMP and Emera; for the 
industrial sector, I use an estimate of the hourly 
loads for the interval customer classes in each 
utility. The results are shown in Figure 2-5.


21 I assume that processes that are currently fueled by 
biomass remain fueled by biomass, as these already meet 
the zero-carbon emissions target.


FIGURE 2-4 | Estimated Hourly Electric Heating Loads by End-Use Sector
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The total annual electricity requirement for 
process loads is just under 12,000 GWh. This is 
roughly the same as current electricity usage in 
the state. The annual peak load for this end-use 
is 2,326 MW – almost 20% higher than current 
peak loads in Maine. As a result, the annual 
load factor of this usage profile is 54%.


2.2.3 | Residential    
            Air Conditioning 
One of the important advantages that heat 
pumps offer residential consumers is the ability 
to operate them in reverse mode to provide 
cooling for interior spaces during summer 
months. Today, while most commercial and 
industrial facilities have air conditioning in areas 
that impact worker productivity, only about 
25% of Maine’s roughly 700,000 residences 
have some form of central air conditioning 
systems or window units.22 As all residences 
convert to air source heat pumps for space 
heat, they will gain central air conditioning as 


22 A survey of households performed on behalf of 
Efficiency Maine Trust in 2015 found that 13 out of the 41 
homes visited in the survey had some form of cooling 
equipment, most of which was room air conditioners. I 
have reduced the percentage to 25% as an estimate of 
the households with full-house air conditioning. “Maine 
Single-Family Residential Baseline Study, NMR Group, Inc., 
submitted to Efficiency Maine Trust, September 14, 2015, at 
page 62. 


a side benefit. This represents a net increase in 
total electricity use by households during the 
summer months.


As noted, approximately 25% of the 700,000 
or so Maine residences have some form of 
air conditioning. For these residences, the 
increased electricity usage due to air source 
heat pumps during the summer will offset the 
electricity use of their existing air conditioning 
systems and thus results in no incremental 
electricity usage.23 For the remaining 75% of 
Maine households, I assume that the average 
air conditioning requirement is for 1,500 sq.ft., 
requiring 2 tons of chiller capacity. The amount 
of electricity required to power these units is 
directly related to ambient air temperatures. 
This relationship can be approximated using 
the following linear equation for ambient air 
temperatures between 70°F and 100°F:


Multiplier = .005 * T – 0.15 (2)
(where T is ambient air temperature each hour measured 
in Degrees F and The Multiplier is multiplied by 4 kW/
hour to obtain predicted energy use based on ambient 
air temperature each hour)24


23 Since heat pumps are more efficient than window AC 
units, these 25% of households may see a reduction in total 
energy use. I do not factor this into the analysis as it would 
be very small in any case. 


24 See for example, https://asm-air.com/airconditioning/
much-cost-run-air-conditioner/


FIGURE 2-5 | Estimated Hourly Electric Process Loads by End-Use Sector
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I assume that no air conditioning is used when 
ambient air temperatures are below 70°F. 


The increase in residential electricity use 
due to increased air conditioning is obtained 
by multiplying the hourly electricity usage 
for this single dwelling unit by the 75% of 
700,000 households assumed to have no air 
conditioning today.


Total annual electricity usage for this end-use 
is 598,000 MWh, virtually all of which occurs 
during the summer months. Peak demand is 
just over 714 MW, which means the annual load 
factor is less than 9.5%. This usage, however, 
is seasonally countercyclical to heating. Even 
though the total usage is small and has itself a 
poor load factor, use of heat pumps to provide 
air conditioning actually improves the overall 
load factor for the grid as the grid expands to 
serve beneficial electrification.


2.2.4 | Transportation
Electrification of the transportation sector 
has been the most visible and most discussed 
component of beneficial electrification in 
the U.S. and around the world. Most of the 
attention has focused on passenger vehicles. 
Increasingly, we are seeing attention spread 
to buses, as electric buses are being adopted 
by cities across the country. We are also 
beginning to see some attention by Tesla 
and Volvo, among others, pushing the sector 
forward with designs and prototypes for 
trucks, including long-haul tractor trailers. The 
speed with which the conversion of different 
classes of vehicles occurs will depend on 
many factors, including the life-cycle costs 
of ownership, the range of travel offered, the 
ubiquity of charging stations and the time it 
takes to recharge vehicles. For purposes of 
estimating the amount of electricity required 
to power the beneficial electrification of 
Maine’s transportation sector, I assume that by 
2050 all passenger vehicles, light trucks, buses 
and trucks in Maine are electric. I also assume 
that annual vehicle miles traveled for each 
class of vehicle remain the same in 2050 as 
today. In addition, I make certain assumptions 
described below about the efficiencies of the 


different classes of motor vehicles, measured 
not in miles per gallon, but in miles per kWh of 
electricity used.


2.2.4.1 | Passenger Vehicles
It is relatively straightforward to convert the 
total annual amount of gasoline and diesel fuel 
used to power passenger vehicles in Maine to 
an equivalent annual amount of electric energy 
required. The difficulty is determining when the 
electricity will be drawn off the grid and stored 
in the battery systems of these passenger 
vehicles. This is necessary to define the hourly 
profile of electricity use over the course of 
the year. To the best of my knowledge, there 
have been no studies of how Maine electric 
passenger vehicle owners will charge their 
vehicles. As a result, I am forced to rely on 
studies from other states and to modify the 
results of those studies to reflect Maine driving 
patterns and weather conditions.


One of the more detailed studies of driver 
charging behavior is a study done by the 
California Energy Commission and released 
in March 2018.25 A major component of this 
study involved the survey of travel behavior 
of households. This survey was used to 
develop a simulation of passenger vehicle 
travel for 1.3 million passenger vehicles across 
California. These results were combined with 
assumptions about the number and location 
of electric vehicle chargers to create hourly 
charging profiles for typical weekdays and 
weekends. I extracted these profiles and 
present them in Figure 2-6.


The study assumes that electric passenger 
vehicle charging is done at four types of 
chargers. The most widely used are Level 
1 (L1) and Level 2 (L2) chargers located at 
each vehicle owner’s residence. This charging 
generally occurs during the evening hours, 
extending into the overnight hours. Some 
amount of charging is done during the day at 
L2 chargers located either at the workplace 
or at public facilities such as parking garages, 
shopping malls, and similar types of locations. 


25 “California Plug-In Electric Vehicle Infrastructure 
Projects: 2017-2025,” California Energy Commission Staff 
Report, March 2018 | CEC-600-2018-001.
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This charging tends to be concentrated during 
morning workday hours for charging done 
at the workplace and during afternoon hours 
at the other locations. Fast chargers that are 
located on highways and other heavily traveled 
routes account for the remaining charging that 
occurs. This charging occurs during the day 
and evening hours. The charging pattern for 
weekdays and weekends is similar, with a few 
notable differences. The first difference is the 
electricity load shape for weekday charging 
is more peaked than for weekends. Second, 
there is less charging done at the workplace 
on weekends. Finally, there is more charging 
done at fast chargers and at public L2 charging 
locations on weekends.


These two graphs can be used to estimate 
the hourly electricity consumption in 2050 
required to charge electric passenger vehicles 


in Maine by applying the results of the 
California Study to Maine. I do this by making a 
number of modifications to reflect differences 
between the two states. First, I scale the 
California results down based on the ratio 
of the number of Maine passenger vehicles 
(928,132) to the number of passenger vehicles 
in the study (1.3 million). Second, I scale the 
results up slightly to reflect the fact that the 
number of miles driven per vehicle in Maine is 
higher than in California. 


Finally, I adjust the results to reflect differences 
in monthly travel in Maine, measured in vehicle 
miles driven per month, and for the fact that 
miles/kWh of electricity consumption tends 
to be lower in Maine during cold months when 
the battery in electric vehicles is called upon to 
provide heat to the passenger compartment. 
With respect to this latter adjustment, I 


FIGURE 2-6 | California Study Results – Electric Charging Profiles for Passenger Vehicles
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assume that passenger vehicles get 4 miles/
kWh during the summer months, 3 miles/kWh 
during the months of January and February 
and somewhere in between for the other 
months. The average miles/kWh over the 
course of the year is 3.60. This is comparable 
to what is reported by owners of the Chevy 
Bolt in New England, but higher than the Tesla 
models achieve today. I use this higher value to 
account for improvements in vehicle efficiency 
over the next couple of decades as more 
and more electric vehicles are produced. The 
adjustments result in total electricity usage of 
about 4.18 million MWhs, with a peak charging 
load of 1,125 MW.


2.2.4.2 | Buses
The Maine Secretary of State reports that there 
are 4,455 buses registered in Maine, 3,000 of 
which are classified as school buses. These 
buses drive over 120 million miles a year. This 
is just under 28,000 miles per bus. I assume 
that the 70% of buses that are school buses 
operate only on weekdays, while the remainder 
operate over the entire seven-day week. This 
translates into an average miles driven per day 
of approximately 100 miles across the entire 
bus fleet. Assuming the average efficiency of 
electric buses is 0.465 miles/kWh,26 the total 
annual electricity use of Maine’s bus fleet is 
calculated to be 280,000 MWhs.


To estimate the charging profile of the buses, 
I assume that each bus charges overnight to 
replenish the electricity used the prior day in 
driving the 100 miles. I further assume that the 
charging occurs during the hours from midnight 
to 5 am, and that the amount of electricity 
consumed is evenly distributed over these five 
hours.27 Finally, I add a round-trip charging 
loss of 12.5%. This is in addition to the 8% loss 
factor applied to grid electricity, generally. The 


26 See, for example, http://www.nrel.gov/docs/fy17os-
ti/67698.pdf, Table ES-1. 


27 This charging schedule will require chargers with the 
capacity to deliver 43 kW per hour of charge. A longer 
charging window is available for school buses. I use this 
shorter 5-hour window to reduce the amount of overlap 
between charging buses and residential charging of pas-
senger vehicles. 


total charging load, including losses, is 340,000 
MWhs, with a peak load of 233 MW. 


2.2.4.3 | Trucks
The category “trucks” includes vans, single-unit 
and combination trucks. It does not include 
pick-up trucks and SUVs, as these are included 
in passenger vehicles. There are about 76,000 
registered trucks in Maine. These vehicles 
logged a total of 1.2 billion miles in Maine in 
2015, for an average of 15,862 miles per truck 
per year. I assume that all trucks operate on 
weekdays, but only 67% of them operate on 
weekends. This results in an average of 50 
miles of travel per day per truck.


To obtain the amount of fuel used, I assume 
that the average efficiency of the current truck 
fleet is 12 miles per gallon, since the ratio of 
van registrations to tractor trailer registrations 
is about 10-to-1. When the heat content of the 
fuel used is converted to electricity, this is equal 
to 0.328 miles per kWh. This is well below the 
passenger vehicle miles/kWh of 3.6 and also 
below the 0.465 miles/kWh assumed for buses.


I next assume that each truck recharges over 
a 7-hour period from 11 pm through 6 am. As 
with buses, I assume that the charging is evenly 
distributed across these 7 hours and that round-
trip inefficiency of the charging/discharging 
cycle is 12.5%. The total amount of electricity 
use by trucks (including transmission and 
distribution losses of 8%) is calculated as 3.7 
million MWh, with a peak demand of 1,622 MW. 


2.2.5 | Total Electricity Use
Table 2-3 provides a summary of the amount 
of electricity that is required to continue to 
power Maine homes and businesses at their 
current levels, plus (a) convert all space 
heating and domestic hot water use in all 
residential, commercial and industrial facilities 
to electricity, (b) extend air conditioning to all 
residential units in Maine, (c) convert all fuels 
used in commercial and industrial processes to 
electricity and (d) electrify our transportation 
sector (passenger vehicles, buses and trucks). 
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The first row of Table 2-3 shows current 
electricity use in Maine. This is referred to as 
Regional Network Service (RNS) loads, in 
keeping with ISO-NE notation. It is measured 
at the generator, so is already grossed-up for 
transmission and distribution losses. Maine 
currently consumes 12,048 GWh of electricity. 
Annual peak demand is just under 2,000 
MW. This provides a good benchmark for the 
generation capacity required plus the size 
of the transmission and distribution system 
necessary to serve current loads across all 
sectors of the economy and all towns in Maine. 
To achieve beneficial electrification requires 
a grid that is capable of transmitting and 
distributing a more than 3-fold increase in 
total electricity usage, plus, more importantly, 
a 5-fold increase in peak loads. As a result, 
total grid utilization falls from a very high 
70% today to about 46.5% with full beneficial 
electrification.


While the total amount of end-use energy 
in the beneficial electrification case is the 
same as current energy use in Maine, the 
conversion of heating, transportation and 
process to electricity reduces the primary 
energy required. As shown in Table 2-3, Maine 
currently uses 260 trillion btus of energy 
net of those fuels I am not including. Of this 
total only 41 trillion btus or 16% is electricity. 
In contrast, by 2050, assuming full beneficial 


electrification, Maine will only consume 
electricity. The amount will be 40,280 GWh 
as shown in Table 2-3. This is just under 140 
trillion btus and represents a 47% reduction in 
total energy used, measure in btus consumed.


Figures 2-7 and 2-8 present the estimated 
hourly loads by end-use over the course of 
a year, assuming beneficial electrification as 
described above. Figure 2-7 presents the results 
for an entire year. Since it is difficult to see daily 
fluctuations in electricity use in Figure 2-7, 
Figure 2-8 provides the same information but 
only for the first week in January.28


These graphs provide useful illustrations of 
just how electricity use changes as Maine 
moves to beneficial electricification. The first 
thing to note from Figure 2-7 is the impact 
of converting heating to electricity. This not 
only increases total electricity use, but more 
importantly it shifts Maine’s peak electricity 
demand to the winter. 


The second thing to note is best seen in 
Figure 2-8 and is the impact of converting 
both process heat and transportation to 
electricity. While process loads tend to be 
relatively evenly distributed over the course 
of the week, the EV charging load shows the 


28 Since this is for the first week in January, there is no 
residential air conditioning load. 


TOTAL 
LOADS


MAXIMUM 
DEMAND


MINIMUM
DEMAND


AVERAGE
DEMAND


CAPACITY
FACTOR


 LOAD TYPE (GWh) (MW) (MW) (MW) (%)


 Current Use (RNS) 12,048 1,961 789 1,375 70.10%


 Total Heating 7,453 4,954 0 851 17.20%


 Residential AC 598 714 0 68 9.50%


 Total Process 11,910 2,512 135 1,360 54.10%


 Total EV Charging 8,272 2,486 102 944 38.00%


    Passenger Vehicles 4,177 1,125 102 477 42.40%


    Buses 340 233 0 39 16.70%


   Trucks 3,755 1,622 0 429 26.40%


TOTAL LOADS 40,280 9,893 1,449 4,598 46.50%


TABLE 2-3 | Summary – Electricity Use by End-Use Sector Under Beneficial Electrification
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FIGURE 2-7 | Total Hourly Electricity Use Under Beneficial Electrification


0


1,000


2,000


3,000


4,000


5,000


6,000


7,000


8,000


9,000


10,000


11,000


M
W


Hour of the Year


Total Charging


Total Process


Total Heating


Res AC


RNS Load


0


1,000


2,000


3,000


4,000


5,000


6,000


7,000


8,000


9,000


10,000


11,000


0


1,000


2,000


3,000


4,000


5,000


6,000


7,000


8,000


9,000


10,000


11,000


1 6 11 16 21 26 31 36 4
1


4
6 51 56 6
1


6
6 71 76 8
1


8
6 9
1


9
6


10
1


10
6 11
1


11
6


12
1


12
6


13
1


13
6


14
1


14
6


15
1


15
6


16
1


16
6


M
W


Hour of the Year


Total Charging


Total Process


Total Heating


Res AC


RNS Load


Total Loads


FIGURE 2-8 | Total Hourly Electricity Use Under Beneficial Electrification (week)


Hour of the First Week of the Year







30


effect of assuming that truck and bus charging 
occurs during the overnight hours, while most 
of the electricity used to charge passenger 
vehicles occurs during the evening hours.


The most important thing to note about these 
two figures is the distinct difference between 
daily load cycles and seasonality, especially 
as it relates to meeting these electricity 
requirements with renewable energy. As I 
will discuss in more detail in the next section, 
the daily cycle in Figure 2-8 is on the order 
of 3,000 MW for about 10 or so hours each 
day. If there were no heating loads and if we 
could charge a system of battery storage each 
day and discharge it during periods of high 
demand, the size of the battery storage system 
required would be on the order of 30,000 
MWh. The heating loads, however, create 
strong seasonality in electricity use. As a result, 
the seasonal storage requirement is between 
10 times and to up to 100 times larger than the 
daily storage requirement, depending on the 
type of renewable generation available, as I 
discuss in the next section.


In this section, I focus on a variety of 
renewable electric generation options for 
supplying electricity to meet hourly electric 
loads, assuming full beneficial electrification 
as shown in Figure 2-7. Since a primary 
objective of beneficial electrification is to 
enable deep decarbonization thereby virtually 
eliminating CO2 emissions across all sectors 
of society, I consider only those generation 
technologies suitable for Maine that are 
capable of producing electricity at the scale 
required. These are solar PV systems, on-shore 
wind and off-shore wind. In addition, I have 
assumed that Maine’s existing hydroelectric 
generating plants continue to operate, and 
that their collective energy is delivered to 
meet Maine’s electricity requirements. I do not 
consider tidal, ocean wave or ocean current 
technologies, biomass, nuclear or geothermal, 
as I believe these will remain either politically 
unacceptable, technologically infeasible 


or economically unviable through 2050 
compared to the other alternatives.29


I note that my focus on only Maine-based 
generation resources is an artificial construct 
given the interstate transmission grid that 
enables generating resources located outside 
of Maine to serve Maine load. I have imposed 
this constraint to demonstrate the feasibility of 
meeting Maine electric loads with Maine-based 
zero-emission renewable generation so as not 
to impose on other political jurisdictions any 
perceived negative consequences of achieving 
deep decarbonization. In reality, I would expect 
states to meet as much of their own electric 
loads with distributed energy resources and 
larger-scale utility size plants located within 
their boundaries before relying on imported 
energy flows. 


The four renewable generation technologies 
are “intermittent” – that is, they produce 
electricity when the sun is shining, the wind is 
blowing, or the rivers are flowing. The hourly 
outputs of these technologies over the course 
of the year do not match the hourly electricity 
requirements shown in Figure 2-7. During some 
hours, they will produce too much electricity; 
during other hours, they will produce too little 
electricity. As I discuss below, I assume that 
balancing hourly loads with generation is done 
using battery storage.


I estimate hourly generation for solar PV using 
standard P50 solar conditions for solar projects 
in Maine, scaled to a 23% annual capacity factor 
to account for improved technology over time. I 
expect that most of this generation will be from 
ground-mounted, utility-scale solar PV.30 


29 These same constraints may not apply to other regions. 
In fact, I would expect to see zero-emission renewable 
generation resources developed in other regions consistent 
with the availabilities and relative costs of the underlying 
resources. By omitting nuclear, I am assuming that the re-
gion’s three remaining nuclear plants – Seabrook, Millstone 
I and Millstone II – do not operate beyond the terms of 
their current licenses. 


30 I do not discount rooftop solar PV. If one-third of Maine 
households install solar PV on their roofs and the average 
size system is 6 kW, the total capacity will be close to 2,000 
MW. My modeling of electric loads, energy generation and 
total energy costs treats these units as generation and for 
cost purposes on the same basis as the ground-mounted 


Electricity Supply
Requirements2.3| 
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Hourly on-shore wind generation is estimated 
using P50 wind conditions for western Maine 
and generator performance curves for 3.0 MW 
turbines. The hourly generation is scaled to an 
annual capacity factor of 42.55% to account 
for improvements in wind turbine technology 
likely to occur over the next couple of decades. 
I estimate hourly generation for off-shore wind 
using average wind speed measurements from 
buoys in the Gulf of Maine over a ten-year 
period and the performance curve for new GE 
8.0 MW wind turbines. This results in an annual 
capacity factor of 53.6%, which is in line with 
various industry estimates. Next, I estimate 
hourly hydroelectric generation output by 
using the average annual generation over the 
past 20 years (3,500 GWh). I apportion this 
annual generation to each month using the 
relative percentages of such generation in 
each month to account for the seasonality of 
rainfall and snow melt as well as the extensive 
storage reservoir systems for Maine’s three 


units. To the extent that their installation costs are higher, 
I assume that this cost premium represents non-monetary 
benefits received by the system owners. 


major rivers – the Kennebec, Androscoggin 
and Penobscot. Finally, I apportion the monthly 
totals evenly across all hours in each month. 
This approximates the hourly generation 
distribution under a P50 weather scenario.31


Figure 2-9 shows the percent of total 
electricity generation in each month for each 
of the four generation technologies compared 
to the percentage of estimated 2050 electric 
load in each month. On balance, the generation 
technologies work well together to meet load 
requirements. Both on-shore and off-shore 
wind generate higher percentages of their 
output during the winter season, tracking 
the seasonal distribution of loads. During the 
summer, when wind generation diminishes, 
solar fills in the gap. Hydro is less well-aligned 
with load. While it does produce higher energy 
outputs during the winter, its time of maximum 
production coincides with the spring snowmelt


31 This apportionment does not capture the daily cycling 
capacities of a few of the hydroelectric stations such as 
Harris, Wyman and Williams on the Kennebec River. This is 
a small percentage of total annual generation and does not 
materially affect my results. 


FIGURE 2-9 | Monthly Loads and Generation Output by Generation Type
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when electric loads are relatively low.32 Since 
hydro is meeting only 8% of total loads, this 
mismatch has only a small impact.


The seasonal counter-cyclicity of wind and 
solar helps match generation output to 
loads. However, even with this benefit, wind 
generation exceeds loads during the winter 
months, while solar exceeds loads during the 
summer months. Balancing generation and 
load requires either relying on surplus wind in 
the winter to be stored to meet summer loads, 
surplus solar in the summer to be stored to 
meet winter loads or a combination of both.


To understand the relationship among 
generation technologies, loads and storage 
requirements, I examine three generation 
scenarios. Each generation scenario includes 
hydroelectric generation plus one or more of 
the other three generation types – solar, on-
shore and off-shore wind. Initially, I size the 
capacities of these generation types so that 
their total annual energy generation matches 
total annual electricity usage. Where the 
scenario includes wind as well as solar PV, I size 
the wind equal to what is generally viewed as 
the longer-term capacity that can be built in 
Maine and use solar PV to meet the remaining 
amount of annual electric load. Under each 
scenario, I assume that battery storage is used 
to balance the grid. Thus, during hours when 
the generation exceeds load, surplus electricity 
is stored in batteries. This electricity is released 
during those hours when generation is less 
than loads. I further assume that the battery 
storage units experience round-trip cycle 
losses of 12.5%; that is, in order to obtain 1 MWh 
of energy from the battery, 1.125 MWh must 
be used to charge the battery. This process 
creates a maximum deficit and a maximum 
surplus for battery storage over the year. The 


32 Maine achieves a relatively high capacity factor for 
its hydroelectric generating plants because of upstream 
storage on its major river systems. However, under both 
federal and state clean water regulations, the hydroelectric 
plants must balance energy generation with other public 
benefits such as flood control, fisheries management and 
recreational activities. As hydroelectric generation be-
comes a smaller and smaller component of Maine’s energy 
generation, I expect these other benefits to become more 
significant. This could cause financial pressures on the hy-
droelectric plants due to restrictions on operating regimes 
and increased capital requirements.


amount of storage required to balance the grid 
and meet all electricity requirements is equal to 
the greater of these two amounts. 


In the next section, as an alternative to 
increased storage, I relax the constraint that 
the total generation at nameplate ratings 
must equal total loads. Specifically, I allow for 
overbuilding of wind and solar generation. This 
introduces another tool to balance the grid 
in addition to battery storage. This provides 
the ability to throttle back generation from 
these wind and solar generating plants, i.e., 
dispatching generation off when it exceeds 
loads, in addition to using battery storage to 
balance the grid. 


The first electricity generation scenario I 
examine is one where the full electricity 
requirements shown in Figure 2-7 are met 
with 100% solar PV, beyond what is met by 
hydroelectric generation. At a 23% annual 
capacity factor, Maine needs about 19,860 MW 
to meet total electricity usage of 40.28 million 
MWh a year plus the round-trip losses of the 
battery storage system.33 Figure 2-10 shows 
cumulative loads and generation over the year 
on the left axis. The graph shows the seasonal 
mismatch between solar PV generation and 
total electric load. 


Beginning January 1st, heating loads impose 
electrical requirements well in excess of solar 
generation, resulting in a drawn-down of 
electricity stored in batteries. As spring arrives, 
the situation changes – solar PV generation 
exceeds loads and the accumulated deficit 
slowly turns into a surplus, with electricity 
being stored in the batteries. The surplus 
continues through mid-fall, when storage 
reaches a peak. With the onset of fall, the 
situation changes again, repeating the annual 
cycle. The amount by which generation 
exceeds load at the end of the year is equal 
to the energy lost in charging and discharging 
the battery storage units. The total amount of 
this lost energy is 3.34 million MWhs, which 
represents 8.3% of total annual load.


33 At this stage, I do not include any capacity for reserves 
to meet electricity requirements when some of the solar 
PV units are off line. 
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The state of the battery storage is shown on 
the right axis of Figure 2-10. The curve shows 
the state of charge of the batteries equal to 
zero on January 1st and returning to zero on 
December 31st, net of the cycling losses noted 
above. The maximum deficit over the course of 
the year is about 2.84 million MWh; the peak 
storage level is 3.84 million MWh. The larger of 
the two – 3.84 million MWh, is the size of the 
battery storage system required to support 
meeting Maine’s electric requirements with 
100% solar PV generation.


The second electricity generation scenario 
I examine is one where the full electricity 
requirements are met with a combination of 
the existing hydro, on-shore wind and solar 
PV. I set the capacity of the on-shore wind 
at 3,500 MW. The output from these wind 
generators meets about 31% of the total load. 
The balance that is not met by hydroelectric 
generation is met by 12,845 MW of solar PV. 
Figure 2-11 shows the same load, generation 
and storage curves as Figure 2-10. 


The maximum electricity deficit in this 
configuration is about half that of the 100% 
solar PV scenario, while the peak storage level 
is about 2.45 million MWh. This is because the 
seasonal generation profile of on-shore wind 


is counter-seasonal to that of solar and more 
in line with winter heating loads, as shown in 
Figure 2-9. Therefore, less battery storage 
is required to balance the grid seasonally to 
meet total electricity requirements. This lowers 
total round-trip efficiency losses to 2.2 million 
MWhs, or about 5.5% of total loads.


The third electricity generation scenario I 
examine adds off-shore wind to the mix. I set 
the capacity of the off-shore wind at 4,000 
MW and keep on-shore wind capacity at 3,500 
MW. These two sources generate enough 
electricity to meet 46% and 32% of the total 
electricity load, respectively. The balance not 
met by hydroelectric generation is met by 
2,930 MW of solar PV. Figure 2-12 shows the 
results for this generation configuration.


Because off-shore wind has such a high 
annual capacity factor and has a different 
seasonal profile than both on-shore wind 
and solar PV, the amount of storage required 
is lower than under either of the first two 
options. The maximum deficit is only about 
175,000 MWh; however, the peak storage 
level is still 1.87 million MWh. Total round-trip 
losses are just below 1 million MWhs, or about 
2.4% of total load.


FIGURE 2-10 | Generation Scenario - 100% Solar PV
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FIGURE 2-11 | Generation Scenario – On-Shore Wind Plus Solar PV
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FIGURE 2-12 | Generation Scenario – Off-Shore plus On-Shore Wind plus Solar PV
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Figure 2-13 shows the storage requirements for 
each of these scenarios on the same chart for 
easier comparison. This chart shows the value 
of off-shore wind generation for Maine to meet 
its 2050 electric requirements with renewable 
generation resources. Each MW of off-shore 
wind is equivalent to 2.3 MW of solar PV in 
terms of the amount of electricity generated 
over the course of the year and reduces the 
amount of storage capacity required by 50%.


The electricity storage requirements in all 
three generation scenarios are driven by 
the seasonal nature of electricity loads and 
primarily by the electrification of space 
heating across all sectors of the economy. The 
2 million to 4 million MWh of annual storage 
requirement for these different generation 
scenarios dwarfs any diurnal storage 
requirements that arise from the generation 
profile of solar compared to, for example, the 
charging pattern for EVs. The maximum daily 
storage deficit or surplus over the course of 
the year under the third of the generation 
scenarios presented is approximately 100,000 
MWh. The total storage required to meet this 


maximum diurnal differential is only 5% of 
the total seasonal storage requirement of the 
hydro plus solar PV plus on-shore and off-
shore wind generation scenario.


This result is driven by heating loads and is 
therefore more pronounced in the northern 
climates such as Maine. This means that 
considerations such as when people charge 
their cars or otherwise use electricity over 
the course of the day has only a small impact 
on the amount of total storage required. To 
illustrate this, I changed the behavior of how 
people charge their passenger vehicles from 
the curves shown in Figure 2-6 to a perfectly 
flat charging schedule by distributing the total 
MWh of charging equally across the 24 hours 
of the day. Doing this resulted in a reduction 
of about 2,000 MWh of battery storage in the 
solar PV plus on-shore plus off-shore wind 
scenario. This is a reduction of one-tenth of 
one percent of the total storage requirement 
for that generation scenario.34 


34 I do not model this relationship where winter seasonal 
use is much lower or near zero, as it would be, for 
example, in places like San Diego. In these locations, I 


FIGURE 2-13 | Battery Storage Requirements for Different Generation Scenarios


(4,000,000)


(3,000,000)


(2,000,000)


(1,000,000)


0


1,000,000


2,000,000


3,000,000


4,000,000


5,000,000


M
W


h


Hour of the Year


Different Generation Scenarios


PV


PV+OnSW


PV+OnSW+OffSW







36


EIA reports that Maine spent about $5.44 
billion on energy in 2016. The breakdown of 
this total amount by fuel and by sector is 
shown in Table 2-4. 


Eliminating spending on those fuels not included 
in Table 2-2 and eliminating spending on fuels 
used in the generation of electricity reduces 
this amount to $4.96 billion. Figure 2-14 shows 
this same total (that is, net of those fuels not 
included in Table 2-2 and the amount spent on 


expect that diurnal storage requirements are much more 
important. This means that EV charging schedules will 
have a larger impact on the total amount of battery 
storage required to balance the grid. 


fuels used to generate electricity) for each year 
since 2000. These amounts are expressed in 
2016 dollars. Total spending ranged from a high 
of $8 billion in 2008 to a low of $4.3 billion in 
2001 and averaged close to $6 billion.


In this section, I estimate the costs to Maine 
of the third generation scenario described 
above, where beneficial electrification of the 
transportation, space heating and process 
sectors of Maine’s economy is met through 
a combination of existing hydro, solar PV, 
on-shore wind, off-shore wind and battery 
storage. Table 2-5 presents the assumptions I 
have made about the installed capital costs and 
fixed and variable operating costs of each of 
these technologies in 2020 and 2050, as well 
as the annual revenue required to support the 
capital costs of each. I have assumed that the 


The Costs of Meeting 
Beneficial Electrification2.4| 


ECONOMIC SECTORS


RESIDENTIAL COMMERCIAL INDUSTRIAL TRANSPORTATION ELECTRIC TOTALS


 COMMODITY ($millions) ($millions) ($millions) ($millions) ($millions) ($millions)


Aviation Gasoline - - - 3 - 3


Asphalt & Road Oil - - 37 - - 37


Coal - - 2 - 7 9


Distillate Fuel Oil 488 106 43 493 - 1,130


Electricity 726 482 258 - - 1,465


Jet Fuel - - - 68 - 68


Kerosene 26 3 - - - 28


Propane 158 88 4 1 - 251


Lubricants - - 15 51 - 66


Motor Gasoline - 29 21 1.735 - 1,786


Natural Gas 36 91 146 7 72 352


Residual Fuel Oil - 2 6 7 11 27


Wood & Waste 34 9 110 - 64 218


TOTALS 1,466 810 643 2,366 155 5,440


TABLE 2-4 | Total Annual Energy Costs in Maine


TOTAL ENERGY EXPENDITURES ($millions) 5,440


   less Fuels Used in Electricity (155)


   less Wood & Wood Waste (154)


   less Jet Fuel, Asphalt & Road Oil, Lubricants (174)


4,958
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FIGURE 2-14 | Total Annual Energy Expenditures from 2000 – 2016 (2016$)


*The above cost figures do not include expenditures for fuels used in generating electricity, wood and wood 
waste, jet fuel, asphalt and road oil and lubricants.


INSTALLED CAPACITY COST FIXED O&M


 ASSET UNIT 2020 2050 UNIT 2020 2050


 Existing Hydro ($/kW) $- $- ($/MWh) $20 $20


 Solar PV ($/kW) $1,500 $602 ($kW/yr) $10 $10


 On-Shore Wind ($/kW) $2,000 $2,000 ($/MWh) $10 $10


 Off-Shore Wind ($/kW) $4,000 $4,000 ($/MWh) $20 $20


 Battery Storage ($/kWh) $500 $41 ($kW/yr) $10 $10


 Battery Storage- Round Trip Efficiency Losses 12.5% 12.5%


FINANCING COSTS
Weighted Average Cost of Capital 3.0% 3.0%


Financing Term (Years) 30 30


Debt Service Cost per Million $51,019 $51,019


EFFECTIVE PROPERTY TAX RATE $0 $0 (per thousand of valuation)


TABLE 2-5 | Cost and Financing Assumptions
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installed costs for all generation categories are 
financed through government using a 3% cost 
of debt, as this is the most cost-effective and 
tax efficient way to build out this very significant 
infrastructure. (I discuss this assumption in more 
detail in Chapter Four.) Since all generation will 
be owned by government, I have set property 
taxes equal to zero.35 


I have assumed that the fixed and variable 
operating costs for each generation technology 
are constant in real terms over the entire 30-
year transition period; that is, they change on 
average by an amount equal to the underlying 
rate of inflation in the economy. The costs 
shown in year 2020 for hydro, solar PV and 
on-shore wind are based on cost figures 
provided in the general literature, including 
studies performed by entities such as Lazard, 
the U.S. Department of Energy (EIA and 
NREL), Bloomberg New Energy Finance and 
the International Renewable Energy Agency 
(IRENA). The costs for off-shore wind are based 
on published reports of the Avangrid project 
selected in the Massachusetts solicitation.36 
The battery storage O&M costs are at reference 
prices of around $10/kW-yr. This figure has 
been quoted for daily cycling applications, 
where wear and tear and degradation factors 
are important considerations that need to be 
managed. In my model, most of the battery 
storage capacity is being used to address 
seasonal imbalances between renewable 
generation and electric load involving far fewer 
cycles over the course of the year. This should 
result in lower O&M costs. I have used the $10/
kW-yr. figure to be conservative. 


I have modeled the installed capital costs for 
each of the technologies differently. I have 
assumed that the installed costs of on-shore 
wind remain fixed in real terms over the 
transition period. I posit that any technological 
progress with respect to this technology is 


35 This will certainly be true for off-shore wind, since it will 
be located outside of Maine’s territorial waters and there-
fore not subject to municipal taxation. I present the case 
for exempting all other renewable resource generation 
projects from municipal property taxes in Chapter 5.


36 Bank of America Merrill Lynch Analyst Report – 
Avangrid, issued October 4, 2018. 


given up to cost increases in excess of the rate 
of inflation imposed by permitting authorities 
to mitigate environmental siting issues. 


The assumptions I have made with respect 
to off-shore wind are different, even though 
the net result is the same. I assume that the 
installations during the early years in the 
transition period will be entirely shallow water 
projects similar to those proposed in the 
Massachusetts solicitation. I have modeled 
the installed cost of these projects at $4,000/
kW. This is $500/kW higher than the installed 
costs for the Avangrid bid referenced above. 
Over time, as experience is gained with both 
shallow water and deep-water wind projects, 
I expect to see the installed costs fall as 
the technology matures and the support 
systems are built out to facilitate this type of 
generation. By holding the installed costs at 
$4,000/kW over the entire transition period, 
I am assuming that reductions in the costs 
of shallow water generation will offset the 
higher costs of the small quantity of deep-
water generation brought on by the middle of 
the transition period. By the later years in the 
transition period, when a higher percentage of 
the off-shore wind is deep water generation, I 
expect the costs for this technology to fall to 
the $4,000/kW range. 


I assume continued technological 
improvements in the solar PV and battery 
storage sectors that result in falling real costs 
over the transition period. I model the rate of 
technological progress for battery storage 
systems at 8% per year. This is approximately 
half the rate we have seen over the period 
2010 to 2016 during which costs for lithium-ion 
batteries fell by just under 75%. I use a starting 
value of $500/kWh in 2020. This figure is 
conservative for storage systems that are being 
installed today in combination with solar PV 
or on-shore wind projects. The 8% figure over 
the transition period is consistent with a recent 
forecast of battery system by Bloomberg. 
Bloomberg is forecasting battery cell costs 
to fall to $74/kWh by 2030. Continuing this 
forecasted cost curve to 2050 results in a 
cell cost of $20/kWh. Since the battery cell 
represents about 50% of the costs of the 
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storage system, this would be about $150/
MWh in 2030 and $40/kWh in 2050.37


Since solar PV is a more mature technology 
than battery storage, I assume a lower rate of 
technological progress for this technology at 
3% per year. Starting at a 2020 installed cost 
of $1.50 per watt, this rate of cost decrease 
results in a cost of $0.602 per watt in 2020 
dollars by 2050.


Table 2-6 provides details of the load, 
generation and costs for the third electricity 
generation scenario, which includes both on-
shore and off-shore wind and solar. The table 
shows the amount of generation capacity 
and energy for each technology as well as 


37 See https://data.bloomberglp.com/bnef/sites/14/2017/07/
BNEF-Lithium-ion-battery-costs-and-market.pdf


their average capacity factors. It also shows 
the maximum storage surplus and minimum 
storage deficits required to balance the grid. 
The last column in the table shows the average 
costs of generation for each of the generation 
technologies utilized, expressed as $/MWh. 
The average costs for solar PV and on-shore 
wind are $20 and $37/MWh, respectively. 
These are consistent with where these 
industries appear headed by 2050, assuming 
continued technological advancements in each 
technology and low financing costs of 3%. The 
average cost of off-shore wind is in the range 
of the recent bids received by Massachusetts 
for shallow-water off-shore wind, but well 
above the costs for floating off-shore wind 
like the systems proposed by the University 
of Maine. However, even for floating off-shore 
wind, the $63/MWh value is within the 20-year 


TABLE 2-6 | Energy Costs Under Beneficial Electrification


 TOTAL LOAD/SOLAR+ ON & OFF-SHORE WINED + STORAGE/SCALED


 TYPE UNIT TOTAL LOAD % ENERGY CAP FACTOR


 Load to Serve MWh 40,279,909


 Hydro Generation MWh 3,500,000 8.7%


 Solar Requirement MW 2,930


 Solar Generation MWh 5,918,608 14.4% 23.1%


 On-Shore Wind Requirement MW 3,500


 On-Shore Wind Generation MWh MWh 13,046,246 31.6% 42.6%


 Off-Shore Wind Capacity Requirement MW 4,000


 Off-Shore Wind Generation MWh 18,777,043 45.5% 53.6%


 Maximum/Minimum Storage Deficit MWh 1,872,881 173,562


 TOTAL COST


  TYPE UNIT CARRYING 
COST


FIXED
 O&M


FUEL 
COSTS


PROPERTY
 TAXES TOTAL $/MWh


 Hydro $million - $70 - - $70 $20


 Solar PV $million $90 $29 - - $119 $20


 On-Shore Wind $million $357 $130 - - $488 $37


 Off-Shore Wind $million $816 $376 - - $1,192 $63


 Storage Costs $million $3,916 $6,243 - - $10,159


 TOTAL COST
$million $5,197 $6,778 - - $12,028


$/MWh $128.59 $168.28 - - $298.60
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cost range forecasted by NREL, when a lower 
cost of capital is used.38 The total debt service 
and operating costs in 2050 for these three 
technologies plus hydro, but not including 
storage costs is $1.87 billion a year. This is equal 
to $45.31/MWh.


These costs are only for the generation of 
electricity. They do not include the costs of 
transmission and distribution of the electricity - 
that is, what end-users must pay to the electric 
utilities for “delivery service”. The current 
amount of such costs in Maine for CMP and 
Emera combined is roughly $780 million a 
year.39 As noted earlier, the transmission and 
distribution grid will need to be expanded 
considerably to support the five-fold increase 
in peak loads under beneficial electrification. 
The grid expansion required is moderated 
somewhat, however, because these new 
higher peak loads occur during very cold 
weather conditions when the ratings for many 
of the transmission and distribution system 
components are much higher. Rather than 
a five-fold increase in system size, the net 
increase may be on the order of three and a 
half times the size of the grid today. Assuming 
the expansion is relatively linear with respect 
to costs, a 3.5x increase in costs for this much 
larger grid will cost Mainers about $2.8 billion 
a year in real terms by 2050. Therefore, the 
total cost of the generation components, not 
including the costs of battery storage, plus the 
total cost of the grid is about $4.67 billion. This 
is considerably less than the $6 billion Mainers 
have paid on average each year for all their 
energy requirements since 2000.


The problem is seasonal storage. Assuming 
the cost of battery storage falls to $41/kWh by 
2050 (roughly one-twelfth of the cost today 
for a utility-scale fully installed facility), the 1.87 
million MWh storage requirement represents 
an estimated cost of $76.8 billion. This has 
an annual revenue requirement of about $10.1 


38 See, for example, Musial, Walter (2018), “Offshore Wind 
Resource, Cost, and Economic Potential in the State of 
Maine, NREL/TP-5000-70907, February 2018, Table 4 at 
Page 11, https://www.nrel.gov/docs/fy18osti/70907.pdf 


39 My estimated breakdowns for CMP and Emera are – CMP 
transmission $340 million/distribution $280 million and 
Emera transmission $90 million/distribution $50 million. 


billion, when fixed O&M are included. The 
costs of storage alone are more than twice 
the combined costs of all other components 
of the electric system to meet the electricity 
requirements of beneficial electrification.


What can Maine do about this? First, I note 
that seasonal storage must be sized to 
meet the maximum cumulative difference 
between electric loads and generation over 
the course of a year. This creates an important 
diseconomy of scale. While the costs of 
battery storage systems are virtually linear 
as the amount of such storage increases 
(assuming raw materials are available at 
a relatively constant price), the utilization 
of the battery storage units decrease with 
scale. This is because the first storage units 
are cycled daily to meet diurnal loads and 
generation mismatches; the next set of units 
are cycled over a more limited set of two-to-
three-day periods, for example, in response to 
weather conditions; the next set of units even 
less frequently; and the last set of units only 
once – when they are called upon to meet 
the hour of maximum deficit. Importantly, the 
last two sets of units represent the majority 
of the battery storage capacity. In effect, a 
technology that is very capital intensive is 
being used in an application with a very, very 
low annual load factor, and in the limit, to meet 
one hour out of the year’s 8,760 hours. This is 
not a cost-effective solution. We need to focus 
on solutions with lower capital costs that can 
handle seasonal storage more effectively. 


One option that has been discussed is to mirror 
how we now handle the seasonal storage 
requirements related to the use of natural gas 
to provide space heating. During the summer 
months, natural gas is injected into deep storage 
wells and withdrawn during the winter months to 
meet demands from heating loads. This is done 
very efficiently and at low cost. The same type of 
storage, withdrawals and pipeline systems could 
be developed for hydrogen. The hydrogen would 
be produced using the electricity that would 
otherwise have been put into battery storage. 
This hydrogen would be stored underground and 
released during the heating season to generate 
electricity through fuel cell technologies or 
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simply burned to create space heating or meet 
industrial process requirements. While there 
are some technological hurdles that must be 
addressed to pipe hydrogen, this type of system 
is technically feasible. However, it would also 
be very expensive given the cost and efficiency 
of current electrolysis technologies to separate 
hydrogen from water molecules. It could, 
however, be considerably less expensive than 
the units of battery storage that are cycled once 
over the course of the year to meet seasonal 
requirements, since the electrolysis equipment 
would operate at a high annual load factor.40 


A second alternative is to overbuild renewable 
generation in lieu of adding large amounts of 
battery storage. This will mean that some of 
the renewable generation will operate at levels 
below designed annual capacity factors. This 
may be a less expensive option if the cost of 
renewable generation capacity is sufficiently 
lower than the cost of battery storage.


I turn now to examine how overbuilding 
of generating capacity impacts storage 
requirements and total costs. In an overbuilt 
scenario, it is necessary to dispatch off some 
portion of generation to match annual load 
requirements. Once dispatch of generation is 
permitted, there are countless combinations of 
solar, on-shore wind, off-shore wind and battery 
storage that result in an annual matching of 
total generation with total loads. I look at one 
representative configuration in which I add 
an additional 1,000 MW of off-shore wind, 
reduce the on-shore wind capacity by 1,000 
and increase solar to 7,500 MW. The results 
are shown in Table 2-7. This combination of 
generation would produce 11 million MWh more 
electricity than load if it is operated without 
dispatch at its full capacity factor, 1.1 million 
MWhs of which would meet the round-trip 
efficiency losses of the battery storage units.41 


40 It also has the secondary benefit of enabling renewable 
generation to be located far removed from load centers 
where environmental conditions are more favorable, yet 
not suffer the very high losses associated with the transmis-
sion of that electricity. 


41 This amount of excess energy potential represents a 
form of reserve on the system that can be called upon 
to meet outages of solar and wind generating units. The 
amount of reserve is approximately 25%.


To match generation with load each hour 
and over the course of the year, I need to 
dispatch off certain percentages of each 
generation type (except hydro) each month. I 
made adjustments to these monthly dispatch 
percentages on a trial-and-error basis until I 
reduced the total amount of storage required 
to below 250,000 MWh. 


The overbuilt generating capacity costs more to 
support. Total annual costs increase from $1.87 
billion to $2.07 billion a year, and the annual 
capacity factors fall to 20.5%, 32.0% and 40.0% 
for solar, on-shore wind and off-shore wind, 
respectively. This increases the average costs 
of generation from $45.31/MWh to $49.93/
MWh.42 However, reducing the output of the 
three generation types by different percentages 
during different months over the course of the 
year, results in meeting total electricity loads 
with far less battery storage. 


This is shown in Figure 2-15. This is the same 
graph as Figure 2-13 with the exception 
that a fourth-generation scenario (Hydro + 
Solar PV + Onshore Wind + Offshore Wind 
with Overbuild) is added that incorporates 
overbuilding. The amount of storage in this 
scenario falls from 1.8 million MWh to 230,000 
MWh and shows virtually no seasonality. This 
results in a reduction in storage costs from $10 
billion to $1.26 billion a year, bringing the total 
cost of supplying Maine’s energy requirements 
with 100% zero carbon electricity to $6.13 
billion, inclusive of the costs of storage and 
delivery service. This is very close to the $6 
billion annual average total cost of energy in 
Maine since 2000.43 


42 To put this in perspective, ISO-NE reports that average 
costs (inclusive of energy, capacity and ancillary services) 
in New England were approximately $60/MWh over the 
5-year period from 2012-2016. 


43 This conclusion is consistent with similar findings in other 
studies. One example is a recent report issued by the Energy 
Watch Group. This study found that a global transition of the 
electric generation industry to 100% renewable electricity by 
2050 is feasible, and that the total levelized cost of electrici-
ty (LCOE) in a global average for 100% renewable electricity 
in 2050 is 52 €/MWh (including curtailment, storage and 
some grid costs), compared to 70 €/MWh in 2015. Global 
Energy System Based on 100% Renewable Energy – Power 
Sector, LUT Lappeenranta University of Technology and 
Energy Watch Group, November 2017. http://energywatch-
group.org/wp-content/uploads/2017/11/Full-Study-100-Re-
newable-Energy-Worldwide-Power-Sector.pdf
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FIGURE 2-15 | Battery Storage Requirements (with overbuild)


 TOTAL LOAD/SOLAR+ ON & OFF-SHORE WINED + STORAGE/OVERVBUILD


 TYPE UNIT TOTAL LOAD % ENERGY CAP FACTOR


 Load to Serve MWh 40,279,909


 Hydro Generation MWh 3,500,000 8.7%


 Solar Requirement MW 7,500


 Solar Generation MWh 13,456,815 32.4% 20.5%


 On-Shore Wind Requirement MW 2,500


 On-Shore Wind Generation MWh MWh 7,003,334 16.9% 32.0%


 Off-Shore Wind Capacity Requirement MW 5,000


 Off-Shore Wind Generation MWh 17,512,554 42.2% 40.0%


 Maximum/Minimum Storage Deficit MWh 232,254 222,854


TABLE 2-7 | Energy Costs Under Beneficial Electrification– Generation Overbuild Scenario


 TOTAL COST


  TYPE UNIT CARRYING 
COST


FIXED
 O&M


FUEL 
COSTS


PROPERTY
 TAXES TOTAL $/MWh


 Hydro $million - $70 - - $70 $20


 Solar PV $million $230 $75 - - $305 $23


 On-Shore Wind $million $255 $70 - - $325 $46


 Off-Shore Wind $million $1,020 $350 - - $1,371 $78


 Storage Costs $million $486 $774 - - $1,260


 TOTAL COST
$million $1,991 $1,269 - - $3,331


$/MWh $49.44 $31.52 - - $82.69
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Incurring an additional annual cost of $0.32 
billion a year by overbuilding renewable 
generation, saves more than seven times that 
much in lower battery storage costs to meet 
seasonal electricity requirements. At this level 
of total storage, the amount required for diurnal 
cycling is now a large percent of total storage 
needs. This means that further reductions in 
storage might be possible by altering charging 
patterns for electric vehicles, by adopting other 
demand-side measures and by more finely-
tuning the dispatch of renewable generation.


The elimination of CO2 emissions associated 
with energy use by Maine’s households and 
businesses over the next 30 years through 
deep decarbonization and beneficial 
electrification across all sectors of Maine’s 
economy is technologically possible. 
Advances to date and those that are likely 
to occur over the next three decades in heat 
pump technologies, electric vehicles, solar 
photovoltaic generation and wind turbine 
technologies make it possible to seriously 
consider a Maine without fossil fuels. Further, 
if we focus on only the amount of generation 
required to meet beneficial electrification and 
not the coincidence of that generation and 
electric load, it appears economically feasible to 
achieve this objective at a lower total cost than 
Mainers pay for energy each year, even after 
including the costs necessitated by expansion 
of the transmission and distribution networks 
to enable that generation to be delivered to all 
Maine households and businesses. 


This is an astonishing conclusion – one that 
was unthinkable a decade ago. However, this 
conclusion must be moderated somewhat as 
the elimination of CO2 from Maine’s energy 
future through beneficial electrification and 
renewable energy generation must address the 
issue of electricity storage, and, specifically, 
the very large seasonal deficit that is caused 
by Maine’s winter heating load. Given current 
battery storage technology and costs, it is 
prohibitively expensive to rely exclusively on 


batteries to provide the required seasonal 
storage. We need to look elsewhere. Hydrogen 
offers one potential option; however, it too 
suffers from high capital costs and conversion 
inefficiencies. A better option may be to 
simply overbuild renewable generation 
capacity. While this option adds capital costs 
to the energy sector, it provides a zero-
carbon solution that is within politically and 
economically acceptable cost parameters. In 
addition, once the overbuilt capacity reduces 
seasonal storage requirements, it is possible 
to consider other additional strategies and 
incentives, such as demand-response, vehicle 
charging programs and other smart grid 
capabilities to reduce storage needs further. 
This could reduce further the total cost to 
meet Maine’s total energy requirements to less 
than what it currently costs Maine to meet 
those same energy requirements using today’s 
technologies and fuel mixes. 


This chapter presents results only for the 
end state in 2050, where Maine has achieved 
deep decarbonization through beneficial 
electrification met with 100% renewable energy 
and battery storage. It does not include any 
consideration of the transition from today’s 
energy situation to this end state. I turn to this 
issue in the next chapter. 


Concluding
Observations2.5| 
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In the previous chapter, my focus was on the 
end state – Maine’s energy sector in 2050 
– and specifically on whether Maine could 
achieve beneficial electrification, support it 
through deep decarbonization and do so at 
a reasonable cost. The answer to all three 
components is yes; such an end state in the 
year 2050 is technologically feasible and 
economically viable. In this chapter, I focus on 
the transition to that end state. Specifically, I 
examine how the conversion of the heating, 
industrial and commercial process and 
transportation sectors and the development 
of renewable generation resources and battery 
storage units can be accomplished over the 
30-year transition period and at what costs to 
Maine residences and businesses. 


At the outset, I need to emphasize that there 
are an infinite number of potential pathways 
along which Maine’s energy sector can be 
transformed through beneficial electrification 
and deep decarbonization to an end state in 
2050 where Maine is essentially carbon free. 
Each of these pathways would achieve both 
objectives of beneficial electrification and deep 
decarbonization by 2050 but might result in 
very different electric generation and energy 
use configurations each year until 2050. More 
importantly, each might do so under very 
different assumptions about the speed with 
which heating, process and transportation 
end uses convert to electricity and the speed 
with which zero carbon, renewable generation 


solar, on-shore and off-shore wind and battery 
storage are developed. These conversion rates, 
in turn, would have implications for capital 
investments, energy costs and CO2 emission 
levels during the transition period. 


That said, there are certain aspects of the 
various pathways that we know to be true. For 
example, the slower the electrical conversion 
and renewable generation development rates 
are during the early portion of the transition 
period, the faster they will need to be later 
during the transition period. On the other hand, 
the prices of energy during the transition, 
the costs of the investments necessary 
to accomplish the objectives of beneficial 
electrification and deep decarbonization and 
the costs to Maine residents and businesses 
each year from 2020 to 2050 will be a function 
of technological developments over this 30-
year transition period. These, in turn, may 
themselves be determined by the rates of 
electrical conversion and renewable generation 
development in the United States and around 
the world, as these factors among others will 
drive the rate of innovation and technological 
development in this sector. Further, since 
Maine’s electric grid is interconnected with 
the electric grids of the other New England 
states and eastern Canadian provinces, the 
speed of electrical conversions and renewable 
generation developments in these other states 
and provinces will impact electricity costs and 
CO2 emission levels in Maine. 


The Transition to a Carbon Free 
Energy Sector in Maine by 2050


Introduction3.0| 


Chapter 3
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What this means is that there is no way to 
determine in 2019 an optimum pathway for the 
State of Maine to transition its entire energy 
sector from its state in 2020 to the desired end 
state of zero CO2 emissions by 2050. While 
such an optimum pathway may be identifiable 
in hindsight from a vantage point in 2050, no 
such optimum can be found today. Instead, 
it is necessary to make a number of different 
assumptions regarding the rates of electric 
conversions for each energy end use, the rates 
at which renewable energy generation will 
be developed, the prices for various energy 
sources at their point of consumption and 
the costs of the different forms of renewable 
generation and battery storage over this 
thirty-year transition period. These and 
other related assumptions will determine a 
pathway. The reasonableness of that pathway 
will be determined by the plausibility of the 
assumptions that underlie it. 


Beneficial electrification requires the 
conversion of end uses of energy from one or 
more fossil fuels to electricity. My focus is on 
the three end-uses in Maine that account for 
almost all energy use in Maine – space heating, 
commercial and industrial processes and 
transportation, not including marine vessels 
or airplanes.44 Figure 3-1 shows the assumed 
conversion rates for each of these end-uses, 
and within transportation for passenger 
vehicles, buses and trucks. 


It is important to emphasize that these 
conversion rates are designed to be consistent 
with the achievement of 100% penetration of 
electricity in each of the end-use sectors by 
2050. They are not necessarily what is likely to 
occur over the next thirty-years.


44 I have omitted marine vessels and airplanes because the 
data on fuel use and the costs of conversions to electricity 
are unknown or highly uncertain. In any case, this represents 
a very small percentage of total fossil fuel use in Maine.


I have assumed that the conversion rates for 
each of the transportation sub-sectors follows 
a standard S-curve model for the adoption of 
new technologies, products or processes. This 
pattern begins with a relatively slow up-take 
over the first 10-years of the transition period, 
where adoption of each type of EV is primarily 
driven by a small set of the population for 
whom such adoption provides non-economic 
benefits. This early adoption period is followed 
by rapid conversion over the next 10 years, 
as the economics of EV ownership becomes 
more favorable, and EVs become the dominant 
vehicle type offered for sale. Finally, the last 10 
years exhibit a slowing down of the conversion 
rate where laggards and more conservative 
consumers switch to EVs as these are the only 
vehicles available for purchase in the market. 
These conversion assumptions result in EVs 
representing approximately 50% of all vehicles 
on the road by 2040,45 at which point much of 
Maine’s rolling stock would have been replaced 
twice, based on the average age of Maine’s 
passenger vehicles.46 


I assume that the percent of EVs among 
passenger vehicles is higher across the entire 
period than for buses and trucks, reflecting the 
likelihood that the conversions of passenger 
vehicles will be advantaged by government 
incentives of one form or another, e.g., rebates, 
charging station construction, favorable 
electric rates, to a more significant degree than 
trucks and buses. I assume that EV trucks and 
EV buses are adopted at essentially the same 
rate over the first 20-years, but that school 
districts, in particular, lag and need to catch up 
over the last 10 years. 


Heating end uses include residential, 
commercial, industrial and institutional 
facilities, buildings and residences. Unlike 
passenger vehicles, trucks and buses, all of


45 There are various estimates for how quickly EVs will 
be adopted in the U.S. and worldwide. One analysis by 
Bloomberg suggests that EV penetration will be 35% by 
2040, while other studies indicate the number will be much 
higher. See, https://news.nationalgeographic.com/2017/09/
electric-cars-replace-gasoline-engines-2040/


46 The average age of passenger vehicles on the road in 
Maine is just over 11 years. See, https://autoalliance.org/in-
your-state/ME/pdf/?export 
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which have a relatively short-lived economic 
and physical lives, the life expectancy of 
heating equipment is much longer, often 
well-over 30 years if properly maintained. 
As a result, I do not believe we will see as 
rapid a conversion rate for this end use as for 
transportation. Early adoption will likely be 
confined in the residential sector to instances 
in which the customer must replace an existing 
system, is installing the conversion to capture 
its air conditioning benefits, or is receiving a 
subsidy from government, most likely through 
a program offered by Efficiency Maine Trust. 
I would expect to see early adopters in the 
other two sectors among those customers that 
are constructing new facilities, are replacing 
aging heating systems, or are trying to achieve 
corporate or institutional CO2 emissions 
reduction targets. Accordingly, most of the 
adoption of technologies to convert space 
heating to electricity are anticipated to occur 
in the second half of the transition period.


Residential air conditioning does not represent 
a conversion from a fossil fuel to electricity, 
but rather it is an additional energy use that is 
incremental to energy use in Maine today. As 
noted in the previous chapter, I assume that 


approximately 75% of all Maine households 
lack either central air conditioning or window 
units, and that these households add central 
air conditioning as they adopt air source heat 
pumps. This results in a somewhat more rapid 
adoption curve than heating for two reasons. 
First, the residential sector represents about 
80% of all heating loads in Maine. The slower 
adoption rates for ground-source heat pumps 
or other electric heating technologies in the 
commercial and industrial sectors slows the 
overall conversion process. Second, I assume 
that many of the early air-source heat pumps 
that are adopted for air conditioning reasons 
are used to provide heat as a secondary 
source, at least until the primary heat source 
needs to be updated or replaced. Together, 
these factors result in a more rapid rate 
of increase in electric loads to provide air 
conditioning than to provide heating.


Industrial and commercial process energy 
use is assumed to be the slowest end use to 
convert to electricity. The primary reason for 
this is that the economics of this conversion 
are likely to be much less attractive, because 
there are no major performance efficiencies 
that are being achieved, unlike with the 


FIGURE 3-1 | Rates of Electrical Conversion for Heating, Processes and Transportation
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transportation and heating end uses. Input fuel 
btus that are being supplied to create steam or 
other forms of process heat are being replaced 
by btus of electricity at a rate equal to 1 x the 
efficiency of the boilers or other heat producing 
equipment. Thus, if a boiler uses 100 mmbtu 
of fuel and is 80% efficient, the amount of 
electricity required to provide the same useful 
energy is 80 mmbtu. Therefore, I assume that 
most of this conversion will occur later in the 
transition period when more of the electricity 
generated is from renewable technologies, 
and electricity prices are more advantageous 
to higher load factor end users. This leads to 
a very steep conversion pattern, with most of 
the conversion occurring over the last 5 years 
of the transition period, perhaps as a result of 
government mandates or simply the inability to 
source fossil fuels as the economy-wide use of 
such fuels shrinks over the period. 47


Electricity use for each of these end uses as 
well as current electricity use are shown in 
Figure 3-2 for each year over the period 2020 
to 2050. Current use is held flat over the period 
at just above 12,000 GWh a year. Each of the 
other end uses increases as the percentage 
of the end use that is converted to electricity 
increases as shown in Figure 3-1 until each 
end use is at 100% conversion by 2050. At this 
point total electricity use in Maine is 40,280 
GWh. The top graph shows the amount of 
energy each year associated with each of the 
end uses. The bottom graph shows the relative 
percentages of total annual electricity that 
each end use represents.


These graphs are specific to the conversion 
rates I have assumed. A different set of 
conversion rates over the 30-year transition 
period would produce different graphs. 
However, in each instance, the first and last 
years of the graph would look the same, 
since all conversion rate profiles would begin 


47 This may be an area where the secondary effects of 
beneficial electrification become important. Mandated con-
version of industrial processes away from fossil-fuels may 
result in the heat-intensive manufacturing processes in 
Maine shutting down. If this were to happen, the transfor-
mation process would speed up, electricity loads would fall 
somewhat and the Maine economy would look more like 
the economies of New Hampshire and Massachusetts, as 
discussed in Chapter One.


at 12,000 in 2020 and would result in the 
same amount of electricity use in year 2050. 
Accordingly, faster conversion rates would tend 
to flatten out the relevant area shown in the 
bottom graph, while slower conversion rates 
would create more of a wedge shape similar to 
that shown as Process in that graph.


 


Renewable Generation 
Development Rates3.2| 


In the previous chapter, I identified four 
types of renewable generation that I believe 
are technically, economically and politically 
possible to generate electricity in Maine 
to meet beneficial electrification – hydro, 
solar, on-shore wind and off-shore wind. As 
discussed in the previous chapter, I have 
assumed that all existing hydroelectric 
generation will remain in place through 
2050, and that no additional hydroelectric 
generation will be brought on line. The 
existing hydroelectric generation is roughly 
3,500 million MWh a year. This represents just 
under 30% of current electricity use in Maine 
but only 8.7% of full beneficial electrification 
loads in 2050. In addition, I assume that no 
modifications in the regulation or use of 
seasonal and weekly hydro storage will be 
possible to accommodate different storage 
requirements of full decarbonization. 48


For purposes of this transition analysis, I 
focus on the last of the generation scenarios 
described in the prior chapter, where electric 
loads are met with hydro, solar, on-shore and 
off-shore wind plus battery storage, and where 
the generation capacities are overbuilt to 
reduce the amount of battery storage required. 
The year 2050 capacities of solar, on-shore and 
off-shore wind are 7,500 MW, 2,500 MW and 
5,000 MW, respectively. If operated at 100% of 
their nameplate capacities, these generation 


48 It may be attractive to forego draw-down from storage 
in the fall and early winter to maximize the draw-down 
from storage in January and February when battery stor-
age is the most expensive per MWh. I do not attempt to 
model such changes in this analysis. In addition, it may be 
technically feasible and economically attractive to expand 
seasonal storage, but I do not believe that the environmen-
tal constraints on such additions can be surmounted. 
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FIGURE 3-2 | Rates of Electrical Conversion for Heating, Processes and Transportation
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sources would produce approximately 11 million 
MWh more than Maine’s 2050 load under 
beneficial electrification. Therefore, a percent 
of these generation resources will need to be 
dispatched off during certain hours of the year 
once the grid approaches full build out.49


The generation development curves that I have 
modeled for solar, on-shore wind and off-shore 
wind are shown in Figure 3-3. I assume that on-
shore wind capacity is developed almost linearly 
over this 30-year period. Even though Maine 
currently has close to 1,000 MW of installed 
on-shore wind generation capacity, I make the 
conservative assumption that this is replaced 
in its entirety over the transition period. 
Accordingly, the full amount of the 2,500 MW is 
developed over the 30-year transition period. 


On the other hand, I assume that solar is 
developed more rapidly over the first two-
thirds of the transition period, while off-shore 
wind is developed most rapidly over the last 
one-third. I have done this to account for two 


49 A small amount of this surplus is used to offset the round-
trip charging losses of 12.5% on the battery storage units.


factors. First, I do not want to completely back-
end generation development, as this would 
put significant financial pressures on Maine 
consumers to support the incremental capital 
requirements in the later years associated with 
such a development pattern. In addition, the 
IPCC Report and virtually every other scientific 
study emphasize the need to make consistent 
progress in reducing CO2 emissions between 
now and 2050. While a pathway that back-
end loads CO2 reductions may be technically 
feasible, I do not think that such a delay will be 
politically acceptable, as it will result in higher 
atmospheric concentrations of CO2 over the 
entire transition period and beyond. 


Second, I assume that the early off-shore 
wind development will be shallow-water, 
but most of the 5,000 MW will be deep-
water developments as opposed to shallow-
water development, because the near shore, 
shallow-water locations are limited. Therefore, 
by delaying these projects until later in 
the transition period, I am able to capture 
technological advances and accompanying 
cost reductions in deep-water wind technology.


FIGURE 3-3 | Renewable Generation Development Rates
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FIGURE 3-4 | Renewable Generation Development Rates


0


5,000


10,000


15,000


20,000


25,000


30,000


35,000


40,000


45,000
20


20


20
22


20
24


20
26


20
28


20
3


0


20
3


2


20
3


4


20
3


6


20
3


8


20
4


0


20
4


2


20
4


4


20
4


6


20
4


8


20
5


0


G
W


h


Electric Generation by Year 
2020-2050


OFFSh Wind


ONSh Wind


Solar


Hydro


0%


10%


20%


30%


40%


50%


60%


70%


80%


90%


100%


20
20


20
22


20
24


20
26


20
28


20
30


20
32


20
34


20
36


20
38


20
4


0


20
4


2


20
4


4


20
4


6


20
4


8


20
50


P
e


rc
e


n
t


Percent of 2050 Renewable Generation 
2020-2050


OFFSh Wind


ONSh Wind


Solar


Hydro







51


The generation output of this renewable 
generation development pattern (including 
hydroelectric generation) is shown in 
Figure 3-4. The top graph in this exhibit 
shows the annual amount of generation by 
generation type, measured in GWh. The bottom 
graph shows the percentage of generation 
represented by each generation type during 
each year of the transition period. These 
graphs would be different for each generation 
development scenario, depending on the 
relative ratios of generation capacity in year 
2050 and the total amount of battery storage 
required to balance the grid in that year.


Figure 3-5 is the same as the top graph 
in Figure 3-4 with annual electricity loads 
superimposed on it. This graph shows 
renewable generation expanding more rapidly 
to catch up to loads over the first third of the 
transition period and continuing to expand 
more rapidly than load over the second third, 
albeit at a slower rate. I have assumed that all 
shortfalls in the early years of the transition 


period are made up by purchases of electricity 
from non-renewable generation resources 
located in Maine and the rest of New England.50


Beginning around 2030, Maine is generating 
more renewable electricity than it can use. 
I have assumed that this excess generation 
can be delivered to the grid and absorbed by 
other states or provinces through power flows 
over the grid. In the last third of the transition 
period, load increases much more rapidly 
as industrial and commercial process loads 
convert from fossil fuels to electricity. During 
this period, I have introduced annual dispatch 
factors to moderate total generation output 


50 It is possible that some of these purchases could be from 
renewable generation through, for example, the purchase 
of RECs. During the early years of the transition period, 
however, such REC purchases would almost certainly result 
in the transfer of environmental attributes from one location 
to Maine and would offer no net reduction in CO2 emission 
benefits in the region. Accordingly, my modeling of CO2 
emissions makes this assumption; that is, I have assumed no 
net CO2 emission reductions from meeting Maine electricity 
loads with any generation except renewable generation 
located in Maine. 


FIGURE 3-5 | Renewable Generation Development Rates and Electric Loads
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so that it converges relatively smoothly to 
total load in 2050. One way to think about this 
surplus generation capacity, in addition to its 
beneficial effect on reducing battery storage 
requirements, is as capacity reserves that are 
available to offset generation outages.


Energy Prices 
& Capacity Costs3.3| 


The previous two sections of this chapter have 
defined conversion rates for energy end uses 
and renewable generation development rates 
for three renewable generation technologies 
for each year over the transition period from 
2020 to 2050. In this section, I change focus to 
look at the costs Mainers will incur for energy 
during each of these 30 years compared to 
Maine’s current total expenditure on energy. 
Before I can do the calculations that underlie 
this comparison, I need to define prices for each 
form of energy and the costs for installing and 
operating each type of renewable generation 
technology. Once I have this information, I 
can calculate the annual amount Maine will 
spend on energy each year over the 2020 to 
2050 period, based on the specific load and 
generation levels shown in Figure 3-5.


I begin with distillate fuel prices. As noted 
earlier, all prices are in real dollars. I assume 
that heating oil, diesel and gasoline prices 
delivered to the point of end use and net 
of any state or federal taxes are each $2.50 
per gallon over the entire 30-year transition 
period. I have made a similar assumption that 
real natural gas prices remain flat over the 
transition period, except here I have included 
a seasonal component to reflect its use as a 
heating fuel. I have assumed that commodity 
prices are $2.75/mmbtu for serving year-round 
process loads but are a higher $3.00/mmbtu 
for serving heating loads. The comparable 
prices for New England basis are $2.00/mmbtu 
and $3.50/mmbtu, respectively; Maine basis 
prices (where applicable) are $1.00/mmbtu 
and $2.50/mmbtu, respectively; and delivery 
service rates are $3.00/mmbtu and $4.00/
mmbtu, respectively. These price components 


result in annual average delivered natural gas 
price for process loads of $8.75/mmbtu and 
for heating loads of $13.00/mmbtu. I hold all 
distillate and natural gas prices constant in 
real dollars over the term. This assumption is 
generally consistent with U.S. EIA long-term 
forecasts that have fossil fuel prices increasing 
at close to the expected rate of inflation.


This assumption of constant real prices however, 
does not factor in any feedback loops that 
arise due to economy-wide or even world-wide 
decarbonization. All things being equal, one 
would expect electrification to lead to falling 
demand for fossil fuels, and this to result in 
falling real prices for distillate fuels and natural 
gas. On the other hand, as demand falls the 
utilization of fossil fuel drilling, processing and 
delivery capacity shrinks, which, again all things 
being equal, would lead to increasing prices. 
For example, it is hard to imagine that real 
prices of jet fuel can be sustained, where jet 
fuel is the only distillate fuel that is used across 
the U.S. economy. Similarly, at some point in 
the conversion of each end use to electricity, 
the remaining usage is likely to be too small to 
physically support the existing infrastructure 
related to its use without price increases, due 
to the fixed costs of the production, refining 
and delivery infrastructures. I do not know how 
these competing forces will impact prices over 
time. I make the simplifying assumption that 
these will offset each other and thus that real 
prices remain flat.


Estimating the price of electricity, however, 
does require taking into consideration 
feedback loops. We know from current 
experience that, as renewable generation 
increases as a percentage of total generation 
in New England, the energy clearing price 
falls,51 and, in the limit where 100% of the 
generation is renewable with no fuel price or 


51 This relationship has been referred to as the price sup-
pression effect and has been estimated most recently by 
London Economics International in its evaluation of the 
impact that CMP’s NECEC transmission line to deliver up to 
1,200 MW of Hydro Quebec energy to Massachusetts will 
have on energy clearing prices in ISO-NE. “Independent 
Analysis of Electricity Market and Macroeconomic Benefits 
of the New England Clean Energy Connect Project,” Lon-
don Economics International, LLC, prepared for the Maine 
Public Utilities Commission, May 21, 2018. 
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marginal generation cost, the energy clearing 
price will fall to zero. This does not mean that 
electricity will be free; it only means that the 
economically efficient price to charge for the 
use of an additional MWh of electricity at that 
time is zero. Consumers will still need to pay 
for the capital and fixed operating costs of any 
renewable generation resources developed, as I 
discuss later in this chapter. 


To address the feedback relationship between 
prices and renewable generation resource 
penetration rates, I make the simplifying 
assumption that the average annual clearing 
price of electricity in New England (including 
Maine) will fall in proportion to the percentage 
of renewable generation compared to total 
generation on the grid, although less rapidly. 
The impact of renewable generation on market 
clearing prices is assumed non-linear – the 
larger the percentage of renewable generation 
(that is, the smaller the percentage of non-
renewable generation), the more downward 
pressure this generation will exert on market 
clearing prices for energy. The result is 
shown in Figure 3-6. As the percentage of 
non-renewable generation falls from 100% 
to 0%, the average annual electricity price 
falls because the number of hours that a 


marginal unit natural gas plant must operate 
to serve load falls each year as the amount of 
renewable generation capacity is developed 
and delivers electricity to the grid. This 
reduces the average annual implicit heat rate, 
and assuming constant real prices for natural 
gas, reduces the average clearing price.


Figure 3-6 shows the estimated average 
clearing price to meet a flat annual load, what 
is sometimes referred to as a 24x7 block 
of energy. Since the price of natural gas is 
higher in the winter, the energy clearing price 
will also be high in the winter. Therefore, 
the average price of electricity to meet 
heating loads will be higher than to power 
the transportation sector or to meet process 
requirements. I assume that this heating load 
premium is 100%. No other adjustments are 
made for any of the other end uses.


It is not just the clearing price of electricity that 
is impacted by the development of renewable 
generation. The market price at which the 
electric output of renewable generation can 
be sold is also impacted. As more and more of 
each form of renewable energy is developed, 
the clearing price at which the output of 
these different forms of renewable energy can 


FIGURE 3-6 | Energy Clearing Price – 2020-2050
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command in the market will fall, and in the limit, 
when there is not enough load to absorb the 
full amount of such output, the price will fall to 
zero. 52 I have computed the generation weighted 
price for each of the different forms of renewable 
generation. This is the average price at which the 
energy output can be sold in the market. I do this 
by assuming that this price falls in proportion to 
the amount of such generation that is developed 
and reaches zero when that form of generation 
is dispatched down. I set this zero-price point to 
occur in 2041 for solar, 2043 for on-shore wind 
and 2045 for off-shore wind.


The capacity and fixed operating costs for 
each of the renewable generation types for 
years 2020 and 2050 are shown in the previous 
chapter in Table 2-5. I have assumed that the 
fixed operating costs in real dollars are constant 
over the entire 30-year transition period; that is, 
they change on average by an amount equal to 
the underlying rate of inflation in the economy. 
I have made this same assumption for the 
installed costs of on-shore wind. This means 
that any technological progress with respect 
to this technology is given up to cost increases 
in excess of the rate of inflation for such 
considerations as environmental siting issues, 
and because the best wind locations are likely 
to be developed first. 


The assumption with respect to off-shore wind 
is different. As noted above, I assume that 
the early capacities developed are shallow-
water monopole installations and that in the 
later years of the transition period, more 
of the capacity is floating deep-water. The 
changing composition of the technology from 
shallow water installations in the early years 
to deep water installations in the later years, 
enables deep water technology to mature, 
thus lowering its costs. While deep water 
wind is initially more expensive than shallow 
water wind, there is effectively no limit on the 


52 In fact, prices could turn negative as occasionally occurs 
during low load/high renewable generation output hours 
in New England. One reason this occurs is that renewable 
generation receives REC revenues and/or production tax 
credits today. Since I am not using either a Renewable 
Portfolio Standard or RECs, and do not include any tax 
incentives to support the pathway, I ignore this possibility in 
the modeling. 


availability of sites and thus no offset to the 
long-term decline in price as discussed above 
for land-based wind.


Finally, I assume that continuing technological 
progress in both solar and battery storage result 
in falling real costs for each technology over 
this period. I assume the rates of technological 
progress for these two technologies are 3% 
and 8%, respectively, reflecting the fact that 
battery storage is a much newer product with 
the opportunity for more rapid advancements. 
These assumptions result in falling real installed 
costs for solar from $1,500/kW in 2020 to 
$600/kW by 2050, and for battery storage from 
$500/kWh to $40/kWh over the same period as 
noted in the prior chapter. 


Total Energy
Costs 3.4| 


We now have in place the building blocks for 
calculating the total costs Mainers will incur 
for all their energy use each year from 2020 
to 2050. These costs can be broken down into 
the following six components:


• Fossil Fuel Costs These costs include the 
costs of all fossil fuels used to provide 
heating (natural gas and heating oil), 
industrial and commercial processes 
(natural gas and heating oil) and 
transportation (gasoline and diesel). Since 
the amount of fossil fuel use will decrease 
over this period and the real cost of 
such fuels is assumed constant, this cost 
component will fall over the transition 
period and will equal zero in 2050.


• Electricity Delivery Service Costs These 
costs represent the revenue requirement 
of the electric utilities that provide electric 
service across the entire State of Maine. 
These costs grow in direct proportion 
to the expansion of the distribution and 
transmission grid necessary to support 
both beneficial electrification and the 
development of renewable generation 
resources. Electric Delivery Service costs 
are set at $780 million in 2020 and 3.5 
times that level, or $2.8 billion, in 2050.
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• Electricity Supply Costs These are the 
costs of the non-renewable electricity used 
by Mainers to meet their current electric 
usage plus incremental electric usage 
associated with the conversion of heating, 
process and transportation to electricity. 
They are calculated as the product of total 
MWh use times the price per MWh for 
energy, then grossed by 30% to include 
ancillary services and capacity costs.53


• Renewable Generation Resources Costs 
These costs represent the revenues 
necessary to support the development 
and ongoing operation of all the renewable 
generation resources brought on line to 
meet electricity load requirements. They 
include financing and fixed O&M costs.


53 The usage levels include transmission and distribution 
losses. Therefore, losses are not included in the 30% 
figure. It is possible that the 30% figure increases over the 
transition period (a) to offset revenue losses related to 
falling energy prices due to the price suppression effects 
of increased renewable generation and (b) an increase in 
ancillary service requirements associated with ensuring grid 
stability and reliability as the percentage of intermittent 
renewable energy generation increases. These factors would 
be likely but for the fact that the capital costs of the new 
renewable generation and battery storage systems (that 
can provide grid stability and reliability) is assumed to be 
covered through a non-market revenue stream, as I discuss 
in more detail in Chapter Four.  


• Storage Costs These costs represent 
the revenues necessary to support the 
development and ongoing operation of all 
the battery storage resources brought on line 
to meet electricity load requirements. As with 
renewable generation source costs, these 
include financing and fixed O&M costs.


• Value of Generation These are negative 
costs that represent the value of all 
electricity generated by the renewable 
generating resources at their respective 
generation weighted prices per MWh that 
is not used by Mainers. I have assumed 
that these resources do not provide any 
capacity or ancillary services value. The 
only revenues they receive are from the 
sale of generation output into the energy 
market. This revenue stream represents 
an offset against electricity supply costs, 
but it is broken out and treated separately 
for exposition purposes. I have treated it 
as an offset in all the exhibits and refer to 
electricity supply costs as “net.”


These cost components are shown in Figure 3-7. 
The graph on the left shows the estimated total 
annual energy expenditures for Maine each year 
over the 2020 – 2050 transition period. Also 


FIGURE 3-7 | Total Annual Maine Energy Costs by Component
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shown in red horizontal lines are the highest, 
average and lowest total annual expenditures 
for energy in Maine during the period 2000 
through 2016. In each year of the transition, total 
expenditures are estimated to be less than or 
incrementally above the average annual amount 
spent in Maine on energy since 2000. 


The graph on the right shows the estimated 
total annual energy expenditures broken down 
by expenditure category. Fossil fuel costs, 
shown in gray, fall as a share of total costs 
as the conversion of heating, process and 
transportation from natural gas and distillate 
fuels to electricity occurs. At the same time, 
the total costs of electricity increase, since 
more electricity is being used by Mainers. 
The largest component of electricity costs 
are utility delivery service costs that increase 
to support the 3.5-fold increase in the total 
size of the grid. With respect to the supply of 
electricity, the graph shows the substitution 
of capital costs tied to the development of 
renewable generation resources for fuel costs 
related to the marginal cost of energy. The 
result is that net electricity supply costs fall 
to zero, while the fixed costs of renewable 
energy resource generation capacity increase 
significantly. Finally, the graph shows the costs 
of battery storage in the later years that are 
necessary to balance the grid seasonally over 
the course of the year. 


The excess, along with very significant battery 
storage resources, is assumed to provide 
the capacity reserves and ancillary service 
requirements to operate the electric grid. 
Since each generating unit is so small relative 
to the total capacity of the grid, reserve 
margins should be very small for this type 
of system. While the intermittent nature 
of renewable generation will likely impose 
higher ancillary service requirements, the 
total capacity of the battery storage systems 
installed dwarfs even these higher ancillary 
service capacity requirements. 


The most compelling result of Figure 3-7 is 
that the total annual costs incurred by Mainers 
for all their energy requirements under the 
transition are very similar to the amount 
Mainers have paid on average for the same 


amount of energy since 2000. Further, having 
achieved a zero-carbon state by 2050, ongoing 
costs beyond 2050 should remain relatively flat 
in real terms as new generating plant, battery 
storage units and delivery service facilities are 
brought on-line to replace those that have 
exceeded their useful physical lives. Without 
any fuel costs, total cost volatility in Maine’s 
energy sector is reduced considerably. 


The environmental benefits from this transition 
are profound. Figure 3-8 shows annual CO2 
emissions each year from 2020 through 
2050. This graph shows that emissions fall 
each year, but that the rate of decline over 
the first 10 years is below that over the next 
20 years. During the transition period, the 
combination of beneficial electrification and 
deep decarbonization reduces CO2 emissions 
to zero by 2050, accomplished, as noted 
above, without burdening Maine residents or 
businesses with higher energy costs. 


A second noteworthy result is that the 
composition of total energy costs in 2020 is very 
different from that in 2050. At the beginning of 
this period, approximately 75% of Maine’s energy 
costs are fuel costs. By the end of the period, 
there are no fuel costs – virtually all of Maine’s 
energy costs reflect carrying costs associated 
with major capital investments in the electric 
grid, renewable generation resources and battery 
storage units. The transition of Maine’s energy 
sector to zero carbon is best characterized as a 
substitution of capital investments for fuel and 
related operating costs.


While the underlying electric loads and 
transmission and distribution grid structures 
and costs in this analysis are specific to Maine, 
there is no obvious reason why the above two 
conclusions would not be applicable outside 
of Maine. Some regions will have greater 
opportunities with respect to the development 
of solar, on-shore wind and/or off-shore wind; 
some regions may be better positioned to 
develop other zero-emission renewable energy 
opportunities such as new hydroelectric, 
geothermal and ocean-based resources; some 
regions will have greater electric load density 
(e.g., New York City) that may require more 
in-bound transmission to move electricity 
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from generation to loads; some regions that 
are more temperate and even tropical will 
have less heating loads relative to total energy 
consumption, thus reducing the need for 
seasonal storage. However, in all cases, the basic 
principles apply. Beneficial electrification and 
deep decarbonization will reduce total primary 
energy use, will require the development 
of zero-emission renewable generation, will 
necessitate the build-out of the transmission 
and distribution grid and the conversion of that 
grid into a network capable of supporting multi-
directional electricity flows, and will require 
huge capital inflows into the sector, as capital is 
substituted for fuel and operating costs.


Figure 3-9 shows the annual investments in 
Maine’s energy sector that are required to 
achieve a transition to zero-carbon emissions 
in Maine by 2050 along the pathway laid out. 
The investment amounts are in real dollars 
and include only investments in energy related 
equipment and facilities. They do not include 
any investments by the customer to enable 
beneficial electrification. In particular, they do 
not include any end-use conversion costs. For 
many of the end uses, the conversion will be 
gradual and occur as existing technology or 
equipment needs replacement over the next 


30 years. In this case the conversion costs to 
the end-user will be zero or very small. This is 
certainly the case for transportation, as Maine’s 
entire transportation fleet will be replaced at 
some point (and perhaps at multiple points) 
over this period. It is probably also true for 
much of the process conversions as older 
technologies are superseded by newer ones 
forcing companies to modernize to remain 
competitive. It is more problematic, however, 
with heating and especially residential heating, 
where systems and equipment have longer lives. 
The conversion of all such systems to electric 
will undoubtedly impose additional costs on 
some end-users, depending on the price and 
availability of natural gas and heating oil as less 
and less of each fuel is burned in Maine.


Annual investments exceed $1 billion a year 
beginning in year 6 of the transition, driven 
primarily by increases in solar and on-shore 
wind generation and by expansion of the 
electric grid. By 2040, annual investments 
begin to accelerate as increasing amounts of 
off-shore wind and battery storage are brought 
on line. These investments reach $6 billion 
a year by the end of the transition period. 
Total investment in this sector over the entire 
30-year period is $56 billion. This is a little 
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below Maine’s total personal income today.54 
This means that Maine can accomplish the 
conversion of its economy to a zero-carbon 
economy over the 30-year period from 2020 
– 2050 by investing roughly 3.3% of its total 
annual income each year in this effort.


An investment of 3.3% of total personal 
income each year may not seem like a difficult 
accomplishment, until it is put into perspective. 
The average annual amount of about $2 billion 
a year is more than twice the amount of money 
that has been invested in all new (single family 
homes, apartments and condos) housing in 
Maine each year during each of the last ten 
years. Viewed through a different lens, the total 
capital requirements of $56 billion dwarf the 
State’s current debt obligations of just under 
$10 billion. Raising the necessary capital will not 
be easy. However, as shown in Figure 3-7, the 


54 The Federal Reserve Bank of St. Louis reports Maine’s 
seasonally adjusted annual personal income in 2017 as just 
over $60 billion. https://fred.stlouisfed.org/series/MEOTOT. 
Also http://www.bea.gov/system/files/2018-08/spi0618.pdf


debt service on such an enormous investment 
will not impose a financial burden on Maine’s 
businesses and residences. That chart shows 
that the total energy cost to Maine is essentially 
unchanged from what it is today. Further, 
an argument can be made that on balance 
Maine’s economy will be better off, because 
a portion of the dollars that now flow out of 
Maine on expenditures for fuel will remain in the 
state in the form of construction and ongoing 
operating activities related to the renewable 
generation resources.55


Figure 3-9 shows investments increasing as 
Maine approaches 2050. It is important to note 
that this increase in investment is to achieve a 
zero-carbon state by 2050. At that time, the 


55 The balance of payments effects of this transition will de-
pend to a large degree on whether Maine is able to develop 
the equipment manufacturing capabilities for solar PV, wind 
and battery storage. I do not see this as likely for solar PV 
or battery storage. There is some possibility that this could 
occur with respect to off-shore wind in light of the Univer-
sity of Maine’s technology lead and companies like Cianbro 
and BIW with strong maritime engineering capacities. 


FIGURE 3-9 | Annual Investment and Total Capital Requirements to Achieve Zero CO2 Emissions
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total amount invested in generation plant and 
battery storage systems will be $56 billion. 
On a going forward basis, new investments 
will accommodate growth in overall energy 
demands and will replace portions of the 
generation and battery storage capital stock 
as it wears out. Assuming these assets have 
useful physical lives of 10 to 15 years for battery 
storage systems and 25 years for each of the 
generation technologies (except hydro, which 
I assume lasts for well beyond the thirty-year 
transition period given repairs, renewals and 
maintenance), I estimate ongoing investments 
for replacement purposes to be around $2.2 
billion in real terms. When total debt service 
costs are added to the annual fixed operating 
costs and the $2.8 billion annual revenue 
requirement for transmission and distribution, 
Maine’s total energy costs will remain relatively 
flat in real terms at 2050 levels once full 
decarbonization has occurred.


A third feature of the transition to a zero-
carbon economy by 2050 is less obvious, as it 
is masked by the aggregate results discussed 
previously. In Table 2-2, I showed that Maine 
currently uses approximately 260 trillion Btus 
of energy a year, net of fuels used to produce 
electricity and wood and wood waste. The 
annual cost for this energy has ranged from 


just under $4 billion to almost $8 billion, as 
shown in Figure 2-14 in the prior chapter, and 
has averaged roughly $6 billion. This average 
annual cost results in an average fuel weighted 
cost of just over $23/mmbtu, as the higher 
delivered cost of electricity per mmbtu is offset 
by lower costs for fossil fuels.


One important effect of beneficial electrification 
is that the substitution of electricity for gasoline 
and diesel fuels in transportation and the 
substitution of electricity for a range of fossil 
fuels in space heating and process applications 
results in a reduction in the total quantity of 
primary energy consumed. By 2050, with 
full beneficial electrification, the total energy 
consumed (all of which is electricity) falls to 
just under 140 trillion Btus – an almost 50% 
reduction from 2020 levels. Since the amount 
spent in 2050 for energy is roughly the same 
$6 billion, the cost of the energy on an mmbtu 
basis almost doubles to $44/mmbtu. Further, 
since all of the energy is now electricity, this 
means that the average cost of delivered 
electricity rises from just over $100/MWh in 
2020 to $150/MWh by 2050.


Figure 3-10 shows the estimated average costs 
per MWh for electricity each year during the 
30-year transition period. The average cost 


FIGURE 3-10 | Delivered Electricity Prices by Component
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per MWh is comprised of three components 
– the cost for delivery (transmission and 
distribution), the market costs for energy 
(energy plus capacity plus ancillary services) 
and the costs for renewable generation 
(financing plus operating costs less any 
revenues received from the sale of energy 
into the markets). Average delivery costs 
increase during the first half of the transition 
period, as the grid is being built out to 
accommodate increased renewable generation 
ahead of increased usage due to beneficial 
electrification. During the second half of the 
transition period, beneficial electrification of 
transportation, heating and process accelerates 
resulting in increased electricity usage. While 
grid buildout continues over this period, the 
net effect is a lowering of average costs.


The other two components depict the 
declining clearing prices for energy in 
electricity markets as fossil-fuel and other 
non-renewable generation plants are 
replaced by renewable generation. These 
curves reflect the assumptions discussed 
previously in this Chapter. 


The important point is not the shape of the 
average cost curve and its components in 
Figure 3-10; the shape is a function of the rates 
of beneficial electrification and development of 
zero-carbon generation. The important point 
is that average costs of electricity increase 
over the transition period, regardless of the 
assumptions about how quickly beneficial 
electrification occurs or zero-carbon renewable 
generation is developed. A second point is that 
at the same time that the price of electricity 
is rising, we can expect the price of fossil 
fuels to fall.56 The reason is that beneficial 
electrification results in lower demands for 
fossil fuels, and as demand falls, fossil fuel 
producers will shut-down their most expensive 
wells first. Since the costs of production at 
marginal wells determine prices in the market, 
fossil fuel prices will fall as the most expensive 


56 As noted earlier, the model holds real fossil fuel pric-
es constant over the entire transition period. I made this 
assumption to err on the conservative side with respect to 
the total cost of energy. Had I allowed fossil fuel prices to 
fall, total energy costs would have been lower than those 
shown in Figure 3-7. 


wells are decommissioned.57 I would expect 
this cycle to continue as demand for fossil fuels 
falls further until such point as the production 
cost decreases are offset by rising average 
fixed costs related to pipeline and other plant 
and equipment charges.


The divergence between the price of electricity 
and the prices for fossil fuels will act as a 
brake on voluntary actions of businesses 
and residents to switch from fossil fuels to 
electricity. Therefore, all other things being 
equal, the effect will be to slow the transition 
to a zero-carbon economy. This is an important 
result. The divergence between electricity 
prices and fossil fuels during the transition 
period results from the transition process itself. 
It is not a result of any anti-competitive actions 
by big oil companies to undercut renewable 
generation technologies. Technological 
advances may help, especially those that 
reduce the costs of expanding the transmission 
and distribution grid that are necessary to 
accommodate increased development of 
zero-emission generation plants and beneficial 
electrification.58 However, it is unlikely that 
these will be significant enough to overcome 
the transition-induced price divergence.


There are only three ways to address this 
problem. The first is to use general revenues59 
to subsidize either the cost of renewable 
generation or the equipment that is necessary 
to enable beneficial electrification. This first 
approach underlies U.S. policies such as 
the Investment and Production Tax Credits 
for wind and solar and research monies 
for the development of new and advanced 
technologies. These efforts have borne fruit; 


57 There will likely be a secondary compounding effect 
with respect to refining capacity. As demand falls, refiners 
are likely to shut-down their most expensive refineries, as 
well. This should contribute to falling fossil fuel prices. 


58 It should be remembered that our model already 
incorporates technological changes in solar PV, on-shore 
and off-shore wind generation and battery storage that 
result in falling real prices of electricity generated by these 
technologies over the transition period. 


59 The revenue source must not come from utility 
assessments such as systems benefit charges or resource 
portfolio standards, as these will just exacerbate the rising 
price of electricity. 
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the problem is that the former incentives are 
being phased out, while the latter research 
monies are already factored into the model 
through assumed technological changes in 
generation and battery storage technologies 
over the 30-year transition period. In Maine, 
the only general fund revenues committed to 
beneficial electrification and decarbonization 
were the one-time monies allocated to 
biomass plants out of state surplus funds. 
Accordingly, I do not see much room for 
expanding general government subsidies to 
address this problem at the federal level and 
even less opportunity in Maine.


The second approach is to use governmental 
powers to mandate the development of 
renewable generation as well as beneficial 
electrification. This can be done, for example, 
by requiring all new or redeveloped residential 
or commercial construction to install solar PV 
systems, vehicle charging systems and/or heat 


pumps. While there are some examples of 
such mandates today, they are the exception 
– and in any case, would never create the 
level of investments required to achieve zero-
carbon by 2050.


The third approach is to raise the prices of 
fossil fuels to offset the price divergence from 
electricity prices that will occur during the 
transition. This can be done in any number 
of ways, but the one that has received the 
most attention is a carbon tax. Carbon taxes 
have been shown to have relatively low 
implementation costs and, by placing a price 
on carbon, to promote overall economic 
efficiency. Further, they can be fine-tuned 
to increase over the transition period as the 
divergence between the price of electricity and 
the prices of fossil fuels increase. 


Table 3-1 illustrates the computation of the 
required carbon tax per ton of CO2 necessary 


 TRANSPORTATION
# FACTOR UNIT TOTAL


1 Efficiency of Internal Combustion Engines % 25%


2 Heat Content of 1 MWh of Electricity mmbtu 3.413


3 1 MWh Electricity - Diesel Fuel Equivalent mmbtu (2)/(1) 13.652


4 1 MWh Electricity - Diesel Fuel Equivalent gallons (3) X 7.143 97.514


5 Price Increase - Electricity $/MWh $10.00


6 Equivalent Price Increase/Gallon of Diesel Fuel $/gallon (5)/(4) $0.10


7 CO2 Emissions - Diesel lb/mmbtu 160


8 CO2 Emissions - Diesel lb/gallon (7) X 7.143 22.40


9 Implied Price per Ton of CO2 $/ton (6) X 2,000/(8) $9.16


TABLE 3-1 | Implied Price of CO2 ($/ton)


 SPACE HEATING
# FACTOR UNIT TOTAL


10 Average COP for Heat Pumps 3.00


11 Efficiency of Boiler Systems % 80%


12 Heat Content of 1 MWh of Electricity mmbtu 3.413


13 1 MWh Electricity - Heating Oil Equivalent mmbtu (12) X (10)/(11) 2.799


14 1 MWh Electricity - Heating Oil Equivalent gallons (13) X 7.143 91.420


15 Price Increase - Electricity $/MWh $10.00


16 Equivalent Price Increase/Gallon of Heating Oil $/gallon (15)/(14) $0.10


17 CO2 Emissions - Heating Oil lb/mmbtu 160


18 CO2 Emissions - Heating Oil lb/gallon (17) X 7.143 22.40


19 Implied Price per Ton of CO2 $/ton (16) X 2,000/(18) $9.77
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to offset the financial impacts of each $10.00/
MWh increase in the price of electricity for 
the transportation and space heating sectors, 
assuming there is no change in the prices 
of diesel and home heating oil fuels. (In this 
illustration, I have focused only on diesel fuel 
and home heating fuels. The results would 
be comparable for gasoline, natural gas and 
propane.) The calculations adjust for the 
different efficiencies with which electricity and 
fossil fuels are converted into useful energy in 
each of the two sectors. 


Based on these parameters, it would be 
necessary to levy a carbon tax at the rate of 
$9.00 - $10.00 per ton of CO2 to offset the 
financial consequences of each $10/MWh 
increase in the price of delivered electricity, 
and therefore divergence between the prices 
of electricity and fossil fuels. This level of 
carbon tax would raise the price of diesel 
fuel and home heating oil by about $0.10 per 
gallon.60 Thus, to offset the largest increase 
of $90/MWh shown in Figure 3-10 would 
require a carbon tax of around $90/ton. This, 
in turn, would increase the price of fossil 
fuels by about $0.90 per gallon. While these 
are significant impacts, the levels of carbon 
taxes required to mitigate the impact of price 
divergence are within the range of values being 
discussed as the social cost of CO2 emissions 
and therefore the rate of taxation of CO2. 


Concluding 
Observations3.5| 


This chapter presents a pathway to move 
Maine’s energy sector and economy away 
from fossil fuels to an end state by 2050 with 
effectively zero CO2 emissions. The pathway 
defines rates of conversion of heating, 
process and transportation from fossil fuels to 
electricity and the development of renewable 
generation resources and battery storage 
capable of meeting Maine’s annual electricity 


60 The carbon tax is only applied to fossil fuels not used in 
the generation of electricity. Applying the tax to those fuels 
would increase the price of electricity, thereby exacerbating 
the divergence between electricity and fossil fuel prices.


requirements. In addition, the pathway 
incorporates a three and a half-fold expansion 
of Maine’s electricity transmission and 
distribution grid to support this much higher 
use of electricity. The result is that Maine is able 
to make this transition at what is essentially 
the same total annual cost as Maine is paying 
for all of its energy today. This bears repeating. 
There is a pathway that enables Maine to 
reduce its CO2 emissions to zero by 2050 yet 
does so in a manner that imposes no additional 
costs on Maine residents and businesses for 
all of the energy consumed each year over the 
thirty-year transition period from 2020 to 2050 
compared to what they are spending today.


The defining of any pathway to a point thirty-
years in the future is a highly uncertain exercise 
in any situation. In the case of an economic 
sector as essential to the functioning of the 
economy and as dynamic as the energy sector, 
the degree of uncertainty is that much higher. 
This means that the plausibility of the pathway 
depends fundamentally on the assumptions 
that underlie it. In this case, I believe that the 
assumptions I have made are reasonable, 
given that the end state in 2050 must meet 
the zero-carbon emissions requirement 
through beneficial electrification and deep 
decarbonization. The pathway achieves the 
goal in a manner that spreads the actions that 
must be taken by all sectors of the economy 
over the 30-year transition period so as not 
to impose too significant a strain on any one 
sector, while at the same time recognizing the 
cost advantages associated with innovation 
and technological progress that may accrue 
through delays.


The transitioning of the electricity sector 
and the economy more broadly through the 
process of deep decarbonization raises the 
interesting policy question of whether the 
electric grid should be designed and built 
out to accommodate beneficial electrification 
or whether it should lag demands and 
investments made as constraints or choke 
points arise on the electric grid. Good 
arguments can be made on both sides as 
different risks are evaluated and weighed. 
Ultimately, however, I think that the monopoly 
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nature of the transmission and distribution grid 
and the complexity of delivering electricity 
to end users as flows of electricity begin to 
resemble network flows and the grid becomes 
“smarter” will necessitate build out to facilitate 
electrification rather than in response to it.


The pathway illustrates key aspects of 
transitioning Maine from a fossil fuel-based 
economy to a zero-carbon economy. The first 
is that fuel-related costs are replaced by very 
large capital investments requirements – on 
the order of an average $2 billion a year for 
each of the thirty years in the transition period. 
This substitution of capital for operating costs 
places a very high premium on the cost of 
capital. My assumption that the $56 billion of 
necessary investments in renewable energy 
resources and battery storage units can be 
undertaken using 30-year debt at a cost of 
3% is perhaps the most important assumption 
underlying the results of the pathway. This 
requires that the debt be issued by some form 
of tax advantaged government entity. In the 
next chapter, I turn my attention to this issue 
to examine whether there are organizational 
structures and financing mechanisms that can 
meet this requirement.


The second is that, while overall energy 
spending remains relatively flat over the 
transition period, as more and more energy 
is consumed as electricity, the price for that 
electricity increases at the same time as 
we might expect the price of fossil fuels to 
decline with demand for those fuels. This 
creates an impediment to voluntary actions 
by residents and businesses to substitute 
electricity for fossil fuels in the transportation, 
space heating and process sectors. Absent 
any intervention by government, this price 
divergence between electricity and fossil fuels 
is likely to slow down the pace of beneficial 
electrification. This issue provides yet one 
more reason for adopting carbon taxes. When 
carbon taxes are levied on fossil fuels not used 
to generate electricity, the prices of those 
fossil fuels will increase, thereby mitigating 
the divergence between electricity prices and 
fossil fuel prices that is essential for voluntary 
actions to facilitate the transition process.
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As I discussed in the previous two chapters, 
achieving the elimination of CO2 emissions 
from our state will require a near complete 
transformation of our energy sector and indeed 
our entire economy. The capital investments to 
accomplish this transformation are enormous 
- $56 billion over the next 30 years in the 
energy sector alone. Maine is not unique in this 
regard. As I discuss further in this chapter, one 
nationally noted scholar estimates that the costs 
to retool our country’s generation of electricity 
exceed $12 trillion. Trillions more will be required 
to convert all sectors of the economy, including 
transportation, space heating and industrial 
processes to electricity. While we are making 
more progress at the national level than in 
Maine in building out renewable generation, the 
total cumulative accomplishments over the past 
two decades represents a very small fraction of 
what is required in each of the next thirty years.


One serious shortcoming in our efforts to 
achieve deep decarbonization is that the 
mechanisms we have in place today to raise 
the vast sums of capital necessary to retool 
our electric sector and broader economy are 
woefully inadequate. The voluntary efforts 
undertaken thus far by some of our country’s 
largest companies and institutions to procure 
zero emission electricity are barely enough to 
keep up with the growth in electricity usage, 
let alone result in a net reduction of CO2. 
The alternative mechanism of calling upon 
our electric utilities to raise capital through 


equity offerings and debt markets based on 
their access to their captive ratepayers could 
provide the necessary capital but would likely 
do so at the expense of competition and the 
dynamic efficiency that only competitive 
forces can bring. I discuss this tradeoff later 
in this chapter, and whether it is good public 
policy to ask private companies and their 
shareholders to function as the primary agents 
for implementing a social policy of deep 
decarbonization. I conclude that it is not.


Instead, I recommend that Maine establish 
the Maine Electric Generation Authority 
or “MEGA”. This new authority would be 
authorized to issue revenue bonds for the 
sole purpose of developing and owning 
renewable generating plants. MEGA would 
enable Maine’s municipalities to participate 
in syndicated electric generation projects. 
Initially, participation would be on a voluntary 
basis. MEGA would be authorized to impose 
assessments on all electric consumers 
within each participating municipality to 
cover its debt service and administrative 
costs associated with each syndication. 
The assessments would be in the form of a 
surcharge on each customer’s electric bill, 
collected by the local electric utility and 
remitted to the MEGA. In addition, to the 
extent this voluntary activity fails to result 
in sufficient new renewable generation 
development to put Maine on a pathway to 
zero-carbon by 2050, the MEGA would be 


Introduction4.0| 


Deep Decarbonization 
Requires Deep Pockets


Chapter 4
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authorized to develop additional renewable 
generation projects for its own account and to 
impose renewable generation surcharges on all 
ratepayers in the state to cover its costs. 


In this chapter, I discuss the advantages of 
the MEGA organization and structure as a 
vehicle for raising large amounts of capital 
compared to using the electric utility for the 
same purpose. I show that the MEGA is a 
more efficient structure for raising capital, 
as it provides a significantly lower cost of 
capital with little, if any, unmanageable 
increase in risks to ratepayers. This chapter 
also describes the organization and structure 
of a MEGA, including its purpose, permitted 
activities, financing arrangements and 
operations. But first, I look more closely at 
the capital requirements and the mechanisms 
currently being used to support deep 
decarbonization. 


Deep Decarbonization 
Scope of the Effort Required4.1| 


Deep decarbonization of the United States 
economy requires nothing short of a retooling 
of our country’s entire energy infrastructure. 
The retooling extends to the technologies we 
use to generate electricity, the vehicles we rely 
upon for transportation, the sources of heat for 
our industrial processes and the fuels we use 
to provide space heating and hot water to our 
homes and buildings. 


There are no generally accepted blueprints for 
how deep decarbonization of the U.S. economy 
could be accomplished, and therefore no 
consensus estimates of how much this would 
cost. One point estimate by Mark Jacobson 
of Stanford University and his colleagues 
suggests that just the total new investments 
in electricity generation resources in 2017 
dollars to achieve total decarbonization of 
the continental United States by 2050 will be 
between $12 and $16 trillion.61 When additional 


61 Mark Z. Jacobson, et.al., “A Low-Cost Solution to the Grid 
Reliability Problem with 100% Penetration of Intermittent 
Wind, Water and Solar for all Purposes (Supporting 
Information),” Proceedings of the National Academy of 


costs of transmission and distribution 
investments required to support the increased 
electricification of our economy are included, 
the costs are significantly higher. 


The generation resources identified by 
Jacobson to accomplish this objective are 
shown in Table 4-1. The scale, scope and 
penetration are noteworthy. Assuming an 
average size unit by generation type shown 
in the first column, the Jacobson “solution” 
requires more than 75 million residential solar 
PV roofs, 335,000 land-based wind turbines 
and another 150,000 off-shore, almost 3 
million commercial building solar PV roofs, and 
35,000 wave turbines and the list goes on to 
include generation technologies that are not 
yet being deployed in this country or anywhere 
in the world at commercial scale. 


It is not surprising that this reconfigured 
generation fleet would require trillions of 
dollars of new investment. And, as discussed 
in the prior two chapters, this is only part 
of the picture – there will need to be further 
investments in electric transmission and 
distribution grids. 


The scale and scope of the changes and 
investments necessary to achieve deep 
decarbonization of the U.S. economy are 
enormous. But, change on this scale is not 
unprecedented. Over our 200-plus year 
history, the United States has seen similar 
transformative activities relative to the then 
size of our country. These have included the 
development of canals in the early 1800s, 
railroads through the middle and late 1800s, 
telephone and electricity during the first half 
of the 1900s and the road and later interstate 
highway systems to support the automobile 
throughout the 20th century. In addition, we 
have constructed major infrastructure systems 
to provide clean water and the collection and 
treatment of sewerage.


Sciences, 112, doi:10.1073/pnas.1510028112, 2015, Table S2, 
page 14. Jacobson’s work is not without its critics, most of 
whom agree that he underestimates the resources required 
to actually “run” an electric grid to provide relable electricity. 
To the extent these criticisms are valid, they would increase 
the costs in the Jacobson work further. 
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Each of these prior examples share some 
similarities with deep decarbonization, but also 
an important fundamental difference. With 
respect to the similarities, they all involved the 
development of complex network systems 
featuring infrastructure assets that were long-
lived and where the value of the network 
increases with its size, breadth and scope. Each 
of these instances also involved the raising of 
enormous amounts of capital. The ability to 
raise such capital, in turn, required the creation 
of new organizations, institutions, rules and 
regulations. These included the establishment 
of charter corporations, the granting of 
franchises, the extension of eminent domain 
authority, the establishment of public utilities, 
the provision of government guarantees and 
the creation of governmental and quasi-
governmental entities such as municipal 
authorities and cooperatives.


These new structures had one thing in 
common. They were designed to create 
conditions favorable to the raising of vast 
sums of capital to support transformative 
technologies. They did this in large measure 
by reducing the risks and the transaction 
costs of such investments. Without these new 
structures, it is doubtful that investors would 
have found such investments attractive without 


requiring returns that would have made the 
costs of developing such technologies and 
infrastructure systems prohibitive.62 


The fundamental difference between deep 
decarbonization and these examples is 
that each of these prior examples resulted 
in the deployment of capital assets and 
technologies that significantly enhanced 
our nation’s productivity and contributed 
to the growing wealth and economic well-
being of the country. The return from these 
investments was measured in rising personal 
incomes, improved economic well-being and 
growing national wealth, thereby creating 
the economic imperative to initiate and then 
expand their development. In contrast, deep 
decarbonization does not create the same 
economic gains. There are no immediate 
productivity gains that result from replacing 
electricity generated in a coal plant with 
electricity generated by the sun or from 
replacing the internal combustion engine in 
a passenger car with lithium ion batteries 


62 A notable example of one such condition is the Price-An-
derson Nuclear Industries Indemnity Act of 1957 limiting liabil-
ity of companies that develop nuclear power plants, without 
which it is generally acknowledged no commercial nuclear 
power plants could have been financed. More recently, we 
have seen in New England how the lack of a structure to raise 
capital has made it impossible to financially support any sig-
nificant expansion of natural gas pipelines into New England.


Generation Type Capacity Per 
Unit (MW)


# Of Generating Plants


Existing New Total


Onshore Wind 5 12,160 323,240 335,422


Offshore Wind 5 0 154,380 154,387


Residential PV 0.005 692,000 74,668,000 75,360,000


Commercial/government PV 0.1 17,300 2,731,700 2,750,000


Utility Scale PV 50 35 46,285 46,329


CSP w/ some storage 100 0 3,629 3,629


Geothermal 100 24 184 207


Hydropower 1,300 67 0 67


Wave 0.75 0 34,933 34,926


Tidal 1 0 8,250 8,082


Solar Thermal for UTES 50 0 9,338 9,380


TABLE 4-1 | Generation Necessary for Full Decarbonization
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and electric drivetrains. Further, any longer-
term productivity gains are speculative at 
best. Rather, the primary benefits of deep 
decarbonization lie in the avoidance of long-
term costs associated with economic and social 
dislocations and adverse health consequences 
that are predicted to result from global climate 
change caused by increasing concentrations 
of CO2 in earth’s atmosphere. While Americans 
often reference Benjamin Franklin’s adage that 
an ounce of prevention is worth a pound of 
cure, we have never been very successful at 
mobilizing resources in support of prevention 
policies, especially when what is being 
prevented lies a generation or more in the 
future, is not itself well-defined, and requires the 
collective actions of all of the world’s nations.


Accordingly, as we look to accomplish deep 
decarbonization whether nationally or in 
Maine, we must solve two problems. First, 
we must develop the legal, regulatory and 
financial structures that will facilitate raising 
the trillions of dollars of investments necessary 
to support deep decarbonization. Second, 
we must ensure that those structures can be 
used by people and communities that have the 
desire to act today to prevent the catastrophic 
consequences of global warming rather than 
the need to respond in the future to cure the 
devastation caused.


Current Decarbonization
Activity4.2| 


To date, most of the CO2 reductions in the 
U.S. have been supported by government 
tax preferences or advantages (e.g., the 
PTC, ITC, ZEV tax credits and accelerated 
depreciation), state-level renewable portfolio 
requirements (RPS) and targeted state grant 
programs. However, these measures in and of 
themselves have not been sufficient for most 
large-scale renewable energy projects. Large 
scale investments have also required additional 
revenue streams to make them economically 
viable. These revenue streams have taken the 
form of long-term power purchase agreements 
(PPAs). For the vast majority of such projects, 
the counterparties in these long-term 


PPAs have been regulated electric utilities. 
Importantly, the cost calculations rarely include 
costs of externalities such as CO2 emissions. 


Regulated utilities have for the most part 
evaluated large scale renewable projects in 
the context of the need for new generation 
resources to meet loads. The decisionmaking 
processes have been driven by least-cost 
planning criteria. The generation projects 
selected are those that are determined to 
deliver the lowest cost energy to utility 
ratepayers over their life-cycles, while 
meeting overall system reliability and stability 
requirements. 


There have been exceptions to the lowest cost 
decision criterion. In some instances, state 
policy has explicitly directed regulated utilities 
to seek PPAs from specific sets of generating 
resources that meet legislative criteria. The 
so-called “Tri-State RFP” (involving utilities in 
MA, CT and RI), the Massachusetts’ hydro/wind 
and offshore wind RFPs and the most recent 
initiatives in New York, New Jersey and Rhode 
Island to procure off-shore wind generation 
are examples of this type of exception. In 
other instances, where states have set certain 
medium or long-term goals for CO2 emission 
reductions from power generation, their 
regulated utilities have incorporated these 
goals into their decision making with respect 
to which generation resources to undertake. 
Finally, there are instances in which regulated 
utilities have developed or entered into PPAs 
with renewable projects to broaden their 
generation base and learn more about the 
characteristics of such resources. These latter 
instances have generally tended to be small 
scale – usually well below 100 MW of total 
capacity across all such instances.


The fundamental problem with this model is 
that it is inadequate to accomplish the goal 
of deep decarbonization. Despite astonishing 
improvements in the performances and costs 
of renewable energy resources, especially 
solar and onshore wind, renewable energy 
resources are still not cost-competitive with 
natural gas generation technologies in most 
of the country, including New England, in the 
absence of tax incentives and preferential 
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subsidies. To compete financially, they still 
require some form of financial assistance. 
This is in part because real prices for fossil 
fuels (and especially natural gas) have fallen 
sharply over the past decade, while the long-
term trajectories of fossil fuel prices have 
become much less bullish and, in some cases, 
have actually turned bearish as fossil fuels are 
replaced by renewable energy. For example, 
one study estimates that if EVs grow to a 
third of the automobile market worldwide, the 
demand for oil will be reduced worldwide by 
9 million barrels a day, an amount that is just 
below the total production of Saudi Arabia.63 
The loss of such a large portion of demand can 
be expected to result in significant suppression 
of oil prices in world markets.


A consequence of low fossil fuel prices is 
that using a lowest cost standard for utility 
generation expansion planning and decisions 
to determine which generation technologies 
and projects will receive utility support will 
likely result in the development of renewable 
generation at levels far below those necessary 
to achieve deep decarbonization. For example, 
Ohio recently approved two new natural gas-
fired generating plants with capacities of 1,100 
and 900 MW to take advantage of cheap 
shale-based natural gas in the Utica field. 
While these plants may reduce CO2 emissions 
in Ohio and the PJM Power Pool as a result of 
the displacement of coal-fired generation with 
natural gas, the reduction will be at the margin 
and relatively small in light of what is required 
to achieve deep decarbonization. In the final 
analysis, these plants are still fossil-fuel plants.


In addition to utilities as off-takers, we have 
seen a recent increase in renewable energy 
projects supported through “virtual” Power 
Purchase Agreements (VPPAs), where the 
counterparties have been some of the largest, 
most prestigious, most financially secure and 
highest rated private companies in the country. 
These VPPAs are being used to meet corporate 
goals for CO2 reduction. Figure 4-1 shows 
major purchases by large corporations through 


63 This is based on a recent study by Barclays. See https://
www.cnbc.com/2017/10/05/electric-cars-could-cut-oil-de-
mand-roughly-equal-to-irans-output.html. 


VPPAs from 2014 through the first quarter of 
2019. These purchases total 15.5 GW of capacity, 
primarily for wind generation. Interestingly, 
these purchases have increased even as the 
average wholesale price of energy in the U.S. 
has fallen. The sharp increase in 2018 levels 
is the result of companies wishing to finalize 
VPPAs prior to when the reduction in federal 
tax incentives begins to phase-in. 


Table 4-2 shows that it is not just large 
corporations that have entered this market. U.S. 
colleges and universities have begun to take 
advantage of PPA and VPPA opportunities to 
meet their greenhouse gas emission reductions 
commitments. Here, too, the volumes are still 
relatively small. In fact, the combined total of 
renewable generating capacity across both 
Figure 4-1 and Table 4-2 represent about 
two-tenths of one percent of the total 6.4 TW 
of renewable generating capacity identified in 
Table 4-1 as required for deep decarbonization.


In the non-utility space, I believe that we 
can expect to see more examples of private 
companies, higher education institutions and 
even government entities entering VPPAs to 
support new renewable generation. However, 
the energy consumption of such entities with 
credit ratings high enough to underwrite 
financeable VPPAs is limited. And, of course, 
not all such entities will voluntarily enter into 
such long-term contracts.64


In addition to the above two sources of 
financial support for increased renewable 
generation, I expect to see increases in 
community aggregation efforts designed to 
support renewable energy projects. These 
may be undertaken in combination with 
municipal utilities,65 or they may be through 


64 The Climate Group, which operates the RE100 initiative 
to which many of the country’s largest companies belong, 
reported recently that the total electricity usage created of 
this group is now over 161 TWh a year. Assuming an aver-
age capacity factor of 45%, this equates to roughly 41 GW 
of capacity. While this is impressive, as we note in the next 
section, even if it is all met by renewable generation, it is 
about 20% of the amount of capacity that will need to be 
installed each year for the next three decades to achieve 
deep decarbonization. https://nawindpower.com/t-mobile-
source-electricity-wind-power 
65 See, for example, https://sepapower.org/knowledge/ne-
braska-community-solar/
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FIGURE 4-1 | Corporate VPPAs with Renewable Generation Projects


SOURCE: Renewable Energy Buyers Alliance. https://rebuyers.org/wp-content/uploads/2019/03/reba-deal-tracker.pdf


TABLE 4-2 | University VPPAs with Renewable Energy Projects


University MW Location


Michigan State University 10 Onsite


Cornell University 12 Offsite


American University** 12 Offsite


Harvard University 12 Offsite


University of Illinois 15 15 On/Offsite


UC Davis 16 Offsite


Mt. St. Mary’s & Univ. of Maryland System 17 Onsite


Arizona State University 25 Onsite


George Washington University** 36 Offsite


MIT** 44 Offsite


Ohio State University 50 Offsite


University of Maryland 55 Offsite


Oklahoma State University 60 Offsite


Stanford 78 Offsite


UC System 80 Offsite


University of Oklahoma 101 Offsite


** Part of an Aggregated Purchase


SOURCE: Customer First Renewables, presentation to New York Campus Renewable Energy Solution (NYCARES)”, October 13, 2017
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aggregated purchasing arrangements, such 
as the “Community Choice Aggregation” 
option in California.66 While these efforts 
are contributing to lowering greenhouse 
gas emissions, I do not believe that they will 
contribute much to meeting the full scope of 
renewable generation that is required to achieve 
deep decarbonization. The scale is very limited 
in large part because the transaction costs to 
achieve a developed project are very large.


In summary, I do not believe that the vehicles 
through which renewable energy projects 
are financed and developed today in the U.S. 
are adequate to meet the scale necessary 
to achieve deep decarbonization of the U.S. 
economy. The results to date bear this out. As 
shown in Table 4-1, across all of the renewable 
generation technologies included in the 
Jacobson “solution”, only hydropower has 
met its target development levels. None of the 
other technologies come close. In fact, across 
all the technologies including hydropower, 
the total installed capacity today of 157 
GW represents only 2.5% of the 6.4 TW of 
generation required. 


Organizational Options for 
Raising the Required Capital4.3| 


By any standard of comparison, the 6.4 
TW of generating capacity required per the 
Jacobson study is a lot of generation, and 
$12 to $16 trillion is a lot of money. If deep 
decarbonization is to occur by 2050 and if 
the pathway to this result is generally linear 
between now and 2050, the annual renewable 
generation capacity additions required in the 
United States would be approximately 200 
GW representing an annual investment of 
$375 billion. This $375 billion would represent 
one of out every eight dollars of the total $3.1 
trillion of gross private domestic investment in 
the United States in 2016.67 Further, this level 


66 See, for example, https://geothermal.org/PDFs/Articles/
16JulyAug.pdf 


67 https://fred.stlouisfed.org/series/GPDI


of investment would have to continue for 30 
years through 2050, a period during which 
much of our country’s existing water, sewer 
and road networks will require replacement, 
and the demands for capital investments 
in the health care, technology, information, 
communications and manufacturing sectors 
will continue to grow.


An alternative way to put the 200 GW 
of generation and $375 billion of new 
investment in perspective is to compare 
each to the amount of all new generating 
capacity (including fossil-fueled and nuclear 
generation) brought on line across the entire 
United States during each of the past 10 years 
and the dollar amount of that investment. 
Figure 4-2 presents annual generation by 
type commissioned in each of the ten years 
from 2006 through 2016.68 The average 
amount of all new generation capacity, not 
just renewable generating capacity, brought 
on-line each year over this period was only 16 
GW, with a high of 28 GW in 2016. 


Figure 4-3 shows new capacity additions for 
only renewable generation, compared to the 
average annual amount of such generation that 
needs to be brought on line to reach the 6.4 
TW level by 2050. Clearly, we are still falling far 
short of the investments required.


Figure 4-4 shows new investments in clean 
energy in the U.S. by generation type over 
the last 13 years. The figures are reported by 
quarter. They show quarterly investments 
ranging from $5 billion to $15 billion, or around 
$40 billion per year. This is just over 10% of the 
$375 billion required each year between now 
and 2050 to achieve deep decarbonization 
of the U.S. economy, based on the Jacobson 
study, or any of the other studies that have 
looked at this issue. 


Absent new organizational structures, new 
investment vehicles or major changes in the 
electric utility industry, I expect that the means 
of raising the amounts of money required will 


68 These figures are for all new generation and are not net 
of unit retirements. 
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FIGURE 4-2 | U.S. Generation Additions by Type from 2006 - 2017


SOURCE: https://www.eia.gov/electricity/annual/html/epa_01_02.html


FIGURE 4-3 | Renewable Generation Requirement v. Actual Generation Installed over Last 12 years


SOURCE: https://www.eia.gov/electricity/annual/html/epa_01_02.html
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be to follow the path begun in a few states  
such as Massachusetts. This path involves the 
conversion of investor-owned electric utilities 
(IOUs) into agents of social policy. 


Our country’s electric utilities have a long 
history of being used to affect social policies. 
Examples include low-income rate subsidies, 
rate designs to encourage economic 
development, administration and delivery of 
energy efficiency and conservation programs 
and the siting of energy infrastructure. These 
actions, however, have always represented only 
very small percentages of any utility’s total 
costs of providing service, customers served or 
commitment of staff and operating budgets. To 
ask IOUs to raise $375 billion a year from their 
ratepayers to implement a societal decision to 
achieve deep decarbonization by the middle 
of this century is unlike any other action they 
have undertaken since the electrification of the 
country in the early 20th century.


This comparison with electrification that began 
in earnest over a century ago is an important 


one both for its similarities and its differences. 
Electrification for most of the population by 
World War II was enabled by the extraordinary 
capital raising capabilities of IOUs, made 
possible through a regulatory system that 
provided a legal right for shareholders of 
those utilities to earn a fair return on their 
invested capital. This has been referred to 
as the “regulatory bargain”, an arrangement 
under which IOUs agreed to an obligation 
to provide electric service to all customers 
within their designated service territories on 
fair, equitable and non-discriminatory terms, 
and in return those customers assumed an 
obligation to compensate IOU shareholders by 
providing them a fair return on their invested 
capital. In essence, IOU shareholders (and by 
extension bond holders) secured access to the 
“wallets” of their customers as collateral for 
their investments. This collateral allowed for 
the lowering of the cost of invested capital to 
the IOU’s ratepayers by reducing risks borne 
by shareholders. The captive ratepayers of the 
IOU provided the financial security that allowed 


FIGURE 4-4 | New Investment in Clean Energy – U.S. by Generation Technology


SOURCE: Bloomberg, “Clean Energy Investment Trends, 3Q 2018,” https://data.bloomberglp.com/
bnef/sites/14/2018/10/BNEF-Clean-Energy-Investment-Trends-Q3-2018.pdf
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IOUs to raise the billions of dollars necessary 
to develop the generating plants and build out 
the electric grid to provide electric service to 
the vast majority of the country’s businesses 
and residents.69


This experience has demonstrated that 
the regulatory bargain is capable of raising 
substantial amounts of capital. I believe that 
it could likely do the same today if called 
upon. There are two crucial differences, 
however, between the electricification of 
America in the early part of the 20th century 
and deep decarbonization. First, as noted 
earlier, electricification provided a significant 
improvement over prior technologies, thereby 
yielding positive economic returns to the 
beneficiaries. This created real advantages 
for people and businesses to interconnect 
to and remain customers of the electric grid. 
Second, electrification involved the build-
out of an electric grid – a near ubiquitous 
network interconnecting virtually every home 
and business in the country. This network 
embodied many characteristics of a natural 
monopoly service essential to modern 
living and for which there are few effective 
substitutes. Combined, these differences 
enabled a very important concession - the 
utility’s obligation to provide service was 
coupled with a grant of exclusivity under 
which it would be the only entity authorized 
to provide such service. This made ratepayers 
captive customers of the IOUs and made “exit” 
a very difficult and generally an uneconomic 
option for ratepayers, thereby enhancing the 
value of ratepayers as financial security for 
IOU shareholders and reducing overall capital 
requirements and costs. 


In contrast, the generation investments 
necessary to achieve deep decarbonization 
have no similar productivity impacts or natural 
monopoly characteristics. In fact, with respect 
to the latter, most investments in renewable 


69 As powerful as this model was as a means to raise capi-
tal, it could not overcome certain financial hurdles involved 
in providing electric service to very rural and/or very poor 
parts of the country. In these instances, community mem-
bers formed municipal utilities or electric cooperatives and 
secured financing and concomitant guarantees from the 
federal government. 


generation are being undertaken today by 
hundreds of entities that are not utilities, and 
that are not regulated. As a result, the natural 
monopoly argument provides no reason to 
use the utility as the vehicle for developing the 
required generation resources. Rather, there 
are two compelling reasons not to do so. 


The first compelling reason not to use the 
utility as the vehicle for developing the 
renewable generation resources necessary 
to achieve deep decarbonization is that this 
option makes it much more difficult to take 
advantage of competitive market pressures 
to drive cost reductions and capture dynamic 
efficiencies. The advantages a utility possesses 
in terms of its access to captive ratepayers and 
its provision of transmission and distribution 
services are so dominant that there is a danger 
that these advantages will leave the utilities in 
sole possession of the entire electric industry 
much as they had been prior to the 1980s. 
This would effectively undo the gains achieved 
through competition over the past 40 years 
and could usher in an era of technological 
stagnation across the entire industry. 


A second argument against using IOUs as 
agents for effecting social policy goals and 
objectives is that it places the IOU in a potential 
conflict situation. Management’s fiduciary duties 
to IOU shareholders may not lead the IOU to 
outcomes consistent with the implementation 
of social policy. When IOUs are directed to 
pursue social policy goals and objectives, 
their shareholders become exposed to risks 
they would otherwise not have to bear. One 
would expect IOUs to seek to be compensated 
for these risks, either in the form of a higher 
allowed rate of return to equity or incentive 
payments to the IOUs. Not surprisingly, when 
IOUs have been asked to operate in this manner, 
they have done precisely that.70


70 An interesting overview of this and the various ap-
proaches adopted by the California Public Utilities Com-
mission can be found in “An Introduction to Debt Equiv-
alency,” California Public utilities Commission, Policy & 
Planning Division, August 4, 2017, http://www.cpuc.ca.gov/
uploadedFiles/CPUC_Public_Website/Content/About_Us/
Organization/Divisions/Policy_and_Planning/PPD_Work/
PPD_Work_Products_(2014_forward)/PPD%20-%20
Intro%20to%20Debt%20Equivalency(1).pdf
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In effect, IOUs are positing that access through 
them to their captive ratepayers for the 
purposes of achieving social policy goals and 
objectives comes at a cost. This cost is the 
IOUs’ assessments of the degrees and extents 
to which their shareholders are back-stopping 
the risks that (i) societal policies are changed 
leaving those assets acquired by the IOUs 
stranded and not capable of recovery through 
market-based prices from their ratepayers; (ii) 
the IOUs’ implementations of social policies 
are done in a manner that is determined to be 
imprudent and therefore not qualified for cost 
recovery from ratepayers; or (iii) the IOUs incur 
administrative costs in implementing social 
policies for which they are denied recovery 
from ratepayers. 


Each of these risks is a real one. Over the 
course of more than a century of electric 
utility regulation, each of these risks has 
been borne at one time or another and to 
one degree or another by many IOUs in this 
country. While utility shareholders, regulators 
and ratepayers may differ in their estimates of 
the likelihoods and magnitudes of these risks 
and therefore the amount of compensation 
due to IOU shareholders, the risks exist. 
Having IOU shareholders positioned to bear 
these risks provides value to society that must 
be taken into consideration, and for which 
they must be compensated.


The issue of risk does not disappear when 
utilities act as counterparties to long-term 
contracts with private developers compared 
to when they act as developers and owners 
of renewable generation projects. The PPA 
structure simply substitutes one group of 
shareholders (those who hold equity positions 
in the project) for the utility’s shareholders. 
There is little reason to expect that these 
shareholders will view risks any differently 
or require less compensation to bear them 
compared to utility shareholders. 


In addition, utility shareholders have 
indicated that the PPA itself exposes them 
to increase risks. This is not a new argument. 
Three decades ago, utilities made the same 
argument when they were being directed 
by state regulators to enter into long-term 


PURPA contracts with independent power 
producers. Their proposed remedy was to be 
allowed to charge an “adder” to the value of 
such contracts to cover administrative costs 
and as compensation for the increased risks 
to utility shareholders from the structure of 
long-term power contracts. Therefore, it is not 
a surprise to see that Massachusetts utilities 
(Eversource, National Grid and Unitil) sought 
and were awarded a 2.75% adder to the recently 
approved Avangrid off-shore wind PPAs in 
filings at the Massachusetts Department of 
Public Utilities.71


In summary, the use of IOUs as the 
implementing agents of a social policy 
designed to achieve deep decarbonization 
of the U.S. economy has both advantages 
and disadvantages. The key advantages are 
(i) access to captive ratepayers to support 
investments in long-lived assets, either directly 
through utility ownership of these assets or 
through PPAs with third-party owners, (ii) 
the presence of a management structure 
that can implement social policy directives 
and (iii) the role of IOU shareholders as back-
stoppers of risks associated with changes in 
policy, technologies and economics or errors 
in implementation. The key disadvantages are 
the loss of competitive market pressures where 
IOUs develop and own renewable generation 
within their franchise territories and the risk 
exposure of IOU shareholders and/or the 
project owners, both of which add to the costs 
of achieving social policy objectives. 


We know from experience that IOU 
shareholders can be coaxed into bearing risks 
that will come from financially supporting 
$375 billion a year in new generation plant 
alone, plus the additional billions in grid 
enhancements required to accommodate 
this generation and the growth in electricity 
usage from beneficial electrification. The 
question is whether they can be so coaxed at 
a reasonable price. For the management and 
shareholders of an IOU, the decision to act as 


71 See the Order of the Massachusetts Department of 
Public Utilities in D.P.U. 18-76, 18-77 and 18-78, respectively, 
Section 83C Long-term Contracts for Offshore Wind Ener-
gy Generation. 
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the implementing agent for a social policy of 
achieving deep decarbonization is nothing short 
of a “bet the farm” decision. We should not kid 
ourselves – IOUs will never make this type of 
commitment without a complete insulation of 
its shareholders from all risks that management 
can imagine and then some. If this occurs, it is 
fair to ask whether IOUs and their shareholders 
provide any incremental value in the effort to 
achieve  deep decarbonization, and if they do 
not, whether there is another organizational 
structure or investment vehicle that provides 
the same access to captive ratepayers and 
an effective management structure but at a 
lower cost. I do not believe that IOUs provide 
any incremental value in the effort to achieve 
deep decarbonization, and that there is a viable 
alternative.


Electricity Generation 
Authorities4.4| 


The key challenge of deep decarbonization is 
the creation of an organizational structure in lieu 
of existing IOUs that can serve as an investment 
vehicle for raising the trillions of dollars nationally 
and the $56 billion in Maine over the next three 
decades for investments in electric generating, 
transmission and distribution plant to achieve 
deep decarbonization of the U.S. and Maine 
economies. This new structure must provide 
for the creation of an entity with the following 
characteristics:


• An entity that is authorized to raise the 
capital necessary to develop the renewable 
generating assets required to achieve deep 
decarbonization on the most favorable and 
efficient terms.


• An entity that is empowered to make 
decisions regarding what renewable 
generating plants should be built and to 
develop those generating plants through 
the issuance of competitively bid design-
build contracts to third-party developers to 
ensure the lowest possible costs.


• An entity that has access to existing electric 
ratepayers and the ability to commit those 
ratepayers as collateral to provide financial 


support for long-lived generating assets to 
reduce the cost of capital.


• An entity that has the ability to hold those 
electric ratepayers captive once such 
a commitment has been made on their 
behalf to reduce risks and therefore the 
cost of capital.


These characteristics follow from the nature 
of the investments required. The generation 
plant types shown in Table 4-1 as well as the 
solar, on-shore and off-shore wind and battery 
storage units that are specified in the Maine 
pathway laid out in Chapters Two and Three 
possess a common attribute relative to fossil 
fuel generating plants operating today. They 
all involve a tradeoff of higher initial capital 
costs for very low ongoing operating costs. 
As a result, anything that can lower the cost 
of capital will have significant impacts on 
the total costs necessary to achieve deep 
decarbonization. Of all the potential options for 
raising capital today, one of the least expensive 
options is the use of states’ and/or municipal 
governments’ abilities to achieve 100% leverage 
through the issuance of debt. The cost of 
capital may be reduced further if it is possible 
to issue such debt on a tax-exempt basis or to 
secure federal government loan guarantees. I 
refer to entities capable of accomplishing this 
as Electricity Generation Authorities or EGAs.


While EGAs have some of the characteristics 
of municipal electric utilities, they are different 
from such utilities in terms of their scope and 
functions. They are authorized solely to raise 
the dollars necessary for the development 
of renewable generation over the next three 
decades. They have no responsibility in or 
involvement with the delivery of electricity. 
They exist independently from the transmission 
and distribution functions of today’s municipal 
electric utilities, IOUs and RTOs, who remain 
responsible for ensuring that the electric grid 
meets all reliability and stability standards. 
Instead, EGAs operate to procure energy 
with expanded authority to develop and own 
renewable generation plants and to commit 
ratepayers to meeting the financial investments 
required to fulfill this task.
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The value of an EGA derives from its 
ability to maximize leverage and to issue 
debt on tax advantaged terms for the sole 
purpose of financing the development of 
renewable generation plants. By using the 
full leveraging capability provided by their 
captive ratepayers and their tax advantaged 
status (with support of federal guarantees 
where applicable), EGAs are able to finance 
renewable generation development through 
the issuance of long-term bonds for 100% 
of the project cost at rates in the 3% range, 
given current capital market conditions. 
This compares to the weighted costs of 
capital sought by IOUs in excess of 7% 
and even higher returns sought by private 
project developers and reflected in long-
term PPA prices. This roughly 400 basis 
point differential on a single year’s worth 
of required investments of $375 billion, if 
financed over 30 years, results in a reduction 
in annual debt service costs of $11 billion 
and over $330 billion over the life of the 
financing for just this one year of investment. 
Compared with an IOU, an EGA offers the 
opportunity to cut in half the revenues that 
must be raised from ratepayers to achieve 
deep decarbonization. This is no small matter. 
For Maine alone, the difference between a 
3% and 7% cost of capital, all other things 
being equal, is $12 billion over the thirty-year 
transition period, and approximately $1.2 
billion a year thereafter.


The lower effective cost of capital is not cost-
free. It is achieved through two important 
means. The first and the smaller of the two in 
terms of impact is the tax preference accorded 
interest income derived from debt issued by 
state authorities. Since this interest income is 
exempt from all income taxes, the market will 
support the issuance of such debt at lower 
rates, all other factors being equal.72


72 It could be argued that this tax preference simply shifts 
income tax burdens onto other income sources, and 
therefore the tax preference represents a reshuffling of the 
government revenue deck of cards and not real savings to 
electric ratepayers. This is a fair point; however, given the 
full scope of all tax preferences embedded in the federal IRS 
codes as well as those in state and local income tax laws 
and regulations, it is very difficult to isolate one such prefer-
ence and attach costs to that item. 


The more significant source of cost savings 
is achieved through the elimination of 
shareholder equity that comes with the 
ability to achieve 100% leverage for EGA 
supported investments. The elimination of 
shareholder equity means that all risk is borne 
by the purchasers of EGA debt.73 This, in turn, 
requires that the debt is backstopped by 
ratepayers in the first instance and possibly 
state governments, to the extent that these 
government entities pledge their full faith and 
credit to support interest payments over the 
term of the debt to achieve even lower interest 
rates. Whether this represents an attractive 
option for ratepayers (and by extension state 
and local governments) depends on the nature 
of the risks assumed, and the probabilities that 
worse-case outcomes will occur with respect 
to these risks. Therefore, it is important to give 
careful consideration to the nature of the risks 
captive ratepayers will shoulder under the 
EGA structure. I will return to this issue of risk 
following a discussion of the organizational 
structure and operations of EGAs. 


4.4.1 | Organizational Structure
The discussion thus far has been general 
enough to encompass Energy Generation 
Authorities at any level of government, 
including state, regional, county or municipal. 
My belief, however, is that the scale of 
investments required, the need to coordinate 
these investments to ensure grid reliability and 
stability and the level of expertise necessary 
to carry out the functions of an EGA point 
strongly to the establishment of a single EGA 
at the state level in Maine. At the same time, I 
recognize that support for the establishment of 
an EGA in Maine will vary considerably across 
the state. The evidence to date indicates that 
support for aggressive actions designed to 
reduce CO2 emissions will tend to be strongest 


73 This is not unprecedented. Many electric utilities that un-
derwent restructuring were left with billions of dollars of un-
economic assets (“stranded costs”). The portion of stranded 
costs that were determined to be the obligation of ratepayers 
were often isolated and securitized through the issuance of 
bonds to cover 100% of the amount of such stranded costs. 
This was the lowest cost option for ratepayers, who achieved 
this outcome by guaranteeing to pay unconditionally the full 
amount of the debt service over the life of the bonds.
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in those communities that have adopted or 
are planning to adopt sustainability plans that 
include significant emission reduction targets. 
Given the enormous efforts required to achieve 
deep decarbonization and the pressing need 
to begin these efforts sooner rather than later, 
I believe that a state EGA can provide those 
communities where the demand for clear and 
strong collective actions to address global 
warming exists with a vehicle for implementing 
those demands.74


4.4.2 | Purpose
The purpose of a Maine EGA (“MEGA”) is to 
finance and own (a) energy generation plants 
that generate electricity using renewable fuels 
(including, but not limited to solar, wind, hydro, 
wave, tidal, and biomass), that produce zero 
greenhouse gas emissions and that are capable 
of delivering all electricity generated into 
Maine in amounts sufficient to meet residential 
and business energy requirements, and (b) 
electricity storage systems that can store 
sufficient quantities of electricity generated by 
renewable generation projects to enable Maine’s 
electricity grid to meet total Maine demands for 
electricity at all times of the year.


For the first ten-years of its life, the MEGA 
will carry out this purpose through two 
parallel sets of activities. One track – its 
“municipal program” – will act to syndicate 
the development of renewable generation 
on behalf of municipalities that wish to 
provide their residents and businesses with 
renewable electricity generation. Participation 
of a municipality will be on a voluntary basis 
through acquiring subscription shares of 
renewable generation projects. These shares 
will entitle the municipality to its proportionate 
share of the environmental attributes of 
the project. In return, the municipality will 
be responsible for that same proportionate 
share of the financing costs incurred by the 
MEGA as well as an allocated share of MEGA’s 
net administrative costs. These costs will be 
paid by the residents and businesses of the 


74 “Municipal” is meant to include counties or consortia of 
cities and towns that choose to organize to form a single 
off-taker for purposes of participating through the MEGA.


municipality. There is no limit to the amount of 
such projects that the MEGA can undertake.


The second track – its “state program” – will 
develop renewable generation projects on behalf 
of all electric ratepayers in Maine. The net costs 
and environmental attributes of these projects 
will be assigned to all ratepayers in the state 
based on their electric energy use. This track is 
limited to no more than 200 MW of nameplate 
capacity each year during the first ten years.


The MEGA will evaluate the total amount of 
generation capacity under contract in year ten 
under both the municipal and state programs. 
If that total amount is below the amounts 
it determines are necessary to achieve full 
decarbonization by 2050, the MEGA will be 
authorized to increase its purchases under 
its state program in amounts sufficient to 
bring the state back on track to achieve zero-
carbon by 2050. In any case, the MEGA will 
continue to offer municipalities the opportunity 
to acquire shares of syndicated generation 
projects on a voluntary basis under its 
municipal program after year ten.


4.4.3 | Permissible Activities 
The MEGA should be permitted to undertake the 
following activities in fulfillment of its purpose, 
but shall not be permitted to engage in any 
activities that could reasonably be expected to 
expose Maine ratepayers to additional financial 
risks. Its permitted activities include:


• Acquire fee simple ownership or easements 
in or enter long-term leases of real estate 
within as well as outside of Maine. All 
land holdings and improvements to 
the same regardless of where located 
shall be treated as exempt from Maine 
local property taxes to the fullest extent 
permitted under the law.


• Issue revenue bonds of various terms (but 
none longer than 30-years) for up to 100% 
of the costs of a renewable generation 
plant, including capitalized interest during 
construction of the plant and working 
capital related to the operations and 
administration of the MEGA.
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• Enter into contracts with third-parties for 
(i) the construction of renewable generation 
plant, (ii) the operations and maintenance 
of renewable generation plants owned by 
the MEGA and (iii) the provision of support 
services to the MEGA, including energy 
planning, energy market sales, energy 
contract review, accounting, legal and other 
types of administrative services.


• Establish renewable energy surcharges that 
are imposed on Maine electricity ratepayers 
to support the revenue bonds issued 
by the MEGA and the other costs of the 
MEGA. The surcharges are to be billed and 
collected by the local electric transmission 
and distribution utilities and remitted to 
the MEGA. For municipal track projects 
and related expenses, the surcharges 
shall apply only to ratepayers located in 
those municipalities participating in each 
syndicated project. For state track projects 
and their related expenses, the surcharges 
shall apply to all ratepayers in Maine.


The MEGA shall be explicitly prohibited from 
engaging in any of the following activities:


• Energy trading except to the extent 
necessary to sell the electricity generated 
by those renewable generation plants 
owned by the MEGA;


• Entering into any short-term or long-
term energy contracts for speculation or 
hedging purposes;


• Acting in any manner as a retail electricity 
supplier for any ratepayers located in any 
utility service territory in the state;


• Selling or otherwise disposing of any 
environmental attribute in any form derived 
from electricity generated by a renewable 
generation plant owned by the MEGA, 
except through the retirement of such 
environmental attribute for the MEGA’s 
account;75 and


75 While the ability to sell RECs may offset a portion of 
the costs of MEGA-owned renewable generation facilities 
to the ratepayers or citizens in the municipality, such sales 
have no impact on overall CO2 emission reductions, and 
arguably could lead to the purchasing entity taking fewer 
steps to reduce its own CO2 emissions from energy use.


• Hiring persons to provide operations and 
maintenance services for any renewable 
generation plant owned by the MEGA.76


4.4.4 | Financing
All of the renewable generation plants owned by 
the MEGA will be financed through the issuance 
of revenue bonds.77 These will be issued through 
the same channels that are available to similar 
authorities in the state, e.g., Maine Turnpike 
Authority, State Housing Authority. The intent is 
to create a structure that ensures the interest on 
all revenue bonds will be exempt from federal 
taxes to the maximum extent possible. All bonds 
issued by a MEGA must be approved by MEGA’s 
Board of Directors.


4.4.5 | On Bill Cost Recovery
The primary source of revenue to the MEGA 
are renewable generation plant charges that 
are established by the MEGA and collected and 
remitted by the transmission and distribution 
utilities in Maine. MEGA’s Board of Directors 
shall establish a revenue requirement for 
each fiscal year to support the operations 
and obligations of the MEGA. Using billing 
determinants for electric utility accounts in 
those municipalities participating in each 
syndicate and for the state as a whole that 
are provided by the local transmission and 
distribution utilities, the Board of Directors 
shall establish renewable generation plant 
charges for the recovery of the MEGA revenue 
requirement and submit those charges to local 
transmission and distribution utilities for the 
utilities to bill such charges.


The renewable generation plant charges shall 
be treated by transmission and distribution 
utilities for purposes of accounting as if they


76 The intent of this prohibition is to limit government’s 
role in the MEGA to only ownership and financing. I believe 
that operations and maintenance of all renewable energy 
developed is best handled through contracts with special-
ized private sector entities that can provide more efficient 
scale and therefore lower costs.


77 An outstanding issue is whether the state or a 
municipality should be permitted to extend to the MEGA 
its authority to issue general obligation bonds, either 
directly or through a loan guaranty arrangement.
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were charges levied by the utility to recover 
its own costs. All payments received by 
transmission and distribution utilities shall be 
allocated pari parssu between the utility and 
the MEGA.78 Those payments allocated to the 
MEGA shall be remitted to the MEGA within 
thirty days of the end of the calendar month in 
which the payments are received. Periodically, 
the transmission and distribution utilities 
and the MEGA shall true-up renewable plant 
generation charges to account for differences 
between expected and actual kWh usage levels 
in each municipality participating in a project 
syndication and for the state.


4.4.6 | Energy Market Settlements


Each MEGA shall sell 100% of the electricity 
(including energy, capacity and ancillary 
services, as may be applicable, but not 
including any environmental attributes) 
generated by each renewable generation plant 
it owns into the relevant wholesale market 
administered by ISO-NE or its counterpart 
for any plants located outside the New 
England Control Area. All sales shall be at the 
spot market price or its equivalent for those 
components of electricity for which a spot 
market does not exist. The MEGA shall contract 
with a third-party to enable all such sales to 
be made and to settle financially all such sales 
through the ISO-NE settlement process.79 
In no instance shall the beneficial title to 
the electricity generated by any renewable 
generation plant owned by the MEGA be held 
by any entity other than the MEGA prior to the 
point of its sale.


All revenue from the sale of electricity shall be 
remitted by the third-party in its entirety to the 
MEGA. These revenues will be allocated against 
the MEGA’s revenue requirement and used to 
reduce renewable generation plant charges that 
would otherwise be required to cover MEGA 
issued debt and administration costs. 


78 The MEGA should apply the same bad debt/charity/
uncollectibles factors to its revenue requirements as are 
applied by the transmission and distribution utilities. 


79 This could be done by the Efficiency Maine Trust.


 4.4.7 | MEGA Risk Profile
A key consideration regarding whether a 
MEGA offers financial benefits to ratepayers 
is its risk profile and the amount of risk that 
is being borne by those ratepayers. I have 
identified four broad categories of risks that 
would be assumed by ratepayers under the 
MEGA structure. These are:


• Technology Risk - The risk that the 
technologies and generating plants 
invested in by the MEGA will become 
outdated or otherwise rendered 
uneconomic over the course of the life of 
the debt.


• Construction Risk - The risk that any 
renewable generation projects undertaken 
by the MEGA will experience cost-overruns 
and end up costing ratepayers more money 
than projected.


• Performance Risk – The risk that any 
generation technology or individual 
generation plant owned by the MEGA will 
not perform as expected once in operation.


• Management Risk – The risk that the 
management of any individual generation 
project by MEGA will be ineffective and 
lead to higher costs over the term of the 
debt than initially projected.


I discuss each of these risks below. On balance, 
I believe that these risks can be mitigated 
and in any case, that the monetary value of 
these incremental risks assumed by ratepayers 
represents a very small fraction of the savings 
afforded ratepayers through the MEGA structure.


4.4.7.1 | Technology Risk
Any technology, no matter how useful or 
cost effective when developed, is exposed 
to risks that technological change might 
render the technology obsolete or otherwise 
uneconomic during the term of its expected 
useful life. For example, new combined cycle 
generation technologies have resulted in 
the shut-down of many steam generating 
plants long before those plants exceeded 
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their useful physical lives. In other cases, 
where electricity generation is tethered to a 
particular geographic feature such as river 
head for hydroelectric plants or wind corridors 
for wind turbines, upgrades to generating 
plants may be installed before the end of the 
useful physical life of the original equipment. 
In these and similar instances, economic 
considerations drive plant shut-down or 
modernization decisions. In shut-down 
scenarios, the expected incremental costs of 
continued operations exceed the expected 
incremental revenues the plant can produce, so 
it makes economic sense to shut-down rather 
than hemorrhage cash. In the modernization 
scenario, it may be cost-effective to maximize 
the economic value of a specific, scarce natural 
resource by replacing old technology with new 
technologies that convert the physical resource 
into electricity more cost-effectively at the 
same location. 


The renewable generation technologies identified 
in Table 4-1 and in the Maine pathway analysis in 
the previous chapters are unlikely to be subject 
to the first of the situations described above. 
These resources have essentially zero marginal 
costs, since they have no fuel costs or other 
variable operating costs. As long as it is possible 
to obtain even very small amounts of revenues 
from generating electricity, they will continue to 
operate. There is little to no risk to ratepayers 
that the marginal operating costs of these 
renewable resources will exceed the value of the 
electricity generated.80


The second instance of risk exposure, however, 
is more nuanced. Here, the risk depends on the 
technology and upon the scarcity of the geo-
spatial locations of the natural resource that is 
being captured to generate electricity. As long 
as there is no scarcity of that natural resource, 
the very large amounts of new generation 
resources required for deep decarbonization 
means there is very little risk that there will 
be economic pressure to replace any original 
technology deployed prior to the end of 
its expected useful life. This is the case, for 


80 As noted in the prior chapter, it is possible under certain 
market rules for prices to fall below zero. In such instances, 
the generator would choose not to operate. 


example, for solar PV, and given the relative 
amounts of generation called for, most likely 
for off-shore wind, wave and tidal technologies. 
It may be less true for on-shore wind, where, 
for example, we are now beginning to see 
repowering of some of the nation’s oldest wind 
turbine projects 20-30 years after these first 
came on-line. That said, the very significant 
increase in the number of turbines required over 
the next three decades will require so much of 
a demand for new projects that it is not likely 
to make economic sense to repower generating 
plants before the end of their economic lives. 
To achieve Maine’s target level of generation 
for on-shore wind under the pathway of 2,500 
GW by 2050 will require the installation of more 
than 80 MW of new turbines each year. Given 
the imperative to construct new projects to 
achieve deep decarbonization, I see little risk 
that projects once constructed will pull financial 
resources away from new projects so that they 
can be upgraded.81


A different form of technology risk is that 
technological changes lead to lowering the 
cost of a generating technology over time. This 
could result in higher per unit costs for projects 
developed during the first ten-years of the 
transition period compared to projects done 
over the last ten-years, for example. Given the 
experiences of unit cost declines in solar PV and 
onshore wind over the past decade, I expect 
that this scenario is virtually certain. There 
is a good chance that late adopters of most 
renewable generation types will pay a lower per 
unit cost (in real terms) than early adopters. 


While I believe that the risk of technology 
driven cost decreases is likely, I also believe 
that this risk is not one that has been or would 
be borne by IOU shareholders under the 
alternative structure in which IOUs are relied 
upon to finance the required generation. I am 
not aware of any case in which the timing of 
an investment decision by an IOU has been 


81 We are seeing some repowering of wind projects across 
the country. I believe most of these are being driven by the 
financial benefits associated with bringing these repower-
ings on-line before the phase-out of federal tax credits, and 
not the economic imperative of capturing any incremental 
benefits from upgrading wind turbines at the site. 
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determined to be reasonable, yet where an 
IOU has not been able to recover fully both its 
investment and a return on that investment 
over the investment’s useful life based solely 
on future declines in the unit cost of the 
technology. Accordingly, to the extent that 
an IOU is directed to take on investments in 
any generation technology at any time over 
the next three decades to achieve the societal 
imperative of deep decarbonization, I do not 
believe it likely that utility shareholders would 
ever be subjected to risk of non-recovery due 
to technology driven reductions in the unit 
costs of that technology in the future. All such 
risks would be borne by the ratepayers of the 
IOU. IOU shareholders provide no incremental 
risk protections to ratepayers.


Based on these considerations, I find that 
the potential costs to which ratepayers 
are exposed related to their assumption of 
technological risk through the MEGA structure 
are very small relative to the financial benefits 
such a structure offers these ratepayers.


4.4.7.2 | Construction Risk
Large-scale generation projects undertaken 
by IOUs have been plagued by cost overruns, 
many of which have been very substantial. 
The most egregious of these have involved 
construction of nuclear plants, although more 
recent examples of very large cost overruns 
have also included fossil-fuel generation plants 
that sought to achieve carbon sequestration 
and large hydroelectric projects.82 In contrast, 
I am not aware of any recent projects 
undertaken by third-party developers 
using solar PV technologies, on-shore wind 
technologies or battery storage technologies 
that have experienced any significant cost 
overrun issues. Further, given the maturity 
of these technologies, I do not expect to see 
future projects plagued by cost overruns. 


The last significant set of generating projects 
under the pathway are offshore wind projects. 


82 The list of such projects is very long. Three of the most 
glaring recent examples of substantial cost overruns are 
the Santee-Cooper nuclear plant in South Carolina, the 
Kemper Project in Mississippi and the Muskrat Falls hydro 
project in Labrador, Newfoundland, Canada. 


These projects represent about $20 billion of 
the more than $56 billion total investment. 
I do not expect to see any significant cost 
overruns from this technology for all shallow 
water projects that rest on the ocean floor. 
This technology has been deployed at scale 
in Europe successfully. This is not yet the 
case with deep water offshore wind that uses 
floating technologies, where the technologies 
remain largely in the experimental design 
phase. Deep water, off-shore wind does, 
however, represent a much larger share 
of renewable generation resources in the 
Maine pathway. To the extent these off-
shore wind projects are undertaken at scale 
in the latter years of the 30-year transition 
as shown in Figure 3-3, I would expect their 
cost structures to be better known, their 
development less uncertain and construction 
risk more manageable.


4.4.7.3 | Performance Risk
With the exception of floating off-shore wind 
generation, the generating technologies in 
the pathway have performed under a wide 
range of operating conditions for a number 
of years. They have logged sufficient hours 
to demonstrate that they are not subject 
to any measurable systemic risk of non-
performance. Even with floating offshore wind, 
the underlying physics and mechanics are 
well understood. The issues are how much the 
added installation costs will be and how well 
they will hold up in the ocean environment. 
Further, since one would not expect these 
technologies to be deployed at scale without 
first testing them under different operating 
conditions, I have postulated in the Maine 
pathway model in the previous chapter that 
they will not be constructed at scale until later 
in the three-decade window.


Project specific risk of non-performance or 
under-performance is also low across these 
technologies. Given the number of projects 
that will be constructed, it is virtually certain 
that some small number of them will not 
perform as expected over their useful lives. 
If expectations are set initially to something 
approximating average performance, then to 
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a significant degree, these under-performing 
projects will be offset by those projects 
that over-perform, so that on balance, one 
would expect that the portfolio of all projects 
to perform according to specifications. 
Nevertheless, there is some risk that any 
one project in the MEGA portfolio is not 
representative of the full spectrum of projects, 
especially if the number of individual projects 
within the portfolio is small. In this case, the 
MEGA subscribers to that generation project 
could be exposed to some small degree of 
performance risk; however, I believe that this 
risk is manageable through careful project 
selection and diversification by taking partial 
ownership of a large number of projects.


4.4.7.4 | Management Risk
The governance structure, decision-making 
processes and day-to-day management of a 
MEGA must be carefully considered to ensure 
that management risks are identified and 
mitigated to the fullest extent possible. In this 
sense, a MEGA is no different from any state 
electric utility, public authority, commission 
or board. 


It is difficult to quantify management risk. 
Certainly, there are cases that can be cited of 
poor performance by public or quasi-public 
entities stemming from poor decision-making 
processes, inadequate systems of oversight 
and control and ineffective employment 
practices. These tend to be most conspicuous 
where the entity is charged with delivering 
an ongoing service; however, they have 
also occurred in the bidding, award and 
management of contracts for third-party 
work. It is this latter case that is especially 
relevant for MEGAs. I believe that this risk 
is best managed through subjecting all 
procurement decisions of a MEGA to the 
same administrative and review procedures 
used by similar state authorities for major 
capital purchases.


I do have some concerns that the governance 
structure of a MEGA may subject its planning 
decisions to political and related considerations 
that could expose ratepayers to higher costs 
and possibly delays in implementation. This 


risk, however, is not fundamentally different 
from what would be expected to occur under 
an IOU structure, especially if the IOU is 
specifically charged with carrying out a long-
term public policy of deep decarbonization.83


On balance, I am not convinced that ratepayers 
would be exposed to measurably more risks 
when MEGAs are established to carry out the 
social policy of achieving deep decarbonization 
as compared to the case where IOUs are 
charged with that same function. While there 
may be some differences in governance 
and oversight structures, decision making 
processes and internal operations between 
a MEGA and an IOU, I do not believe that 
one provides inherently less risk exposure to 
ratepayers with respect to carrying out a social 
policy of achieving deep decarbonization 
by 2050. Further, to the extent that an IOU 
structure might provide a small degree of risk 
shifting from ratepayers to shareholders, I 
believe that any such incremental risk shifting 
is worth only a tiny fraction of the much higher 
(approximately double) revenue requirements 
resulting from the cost of capital differential 
between the two organizational structures.


Summary4.5| 
The essential aspect of transitioning the Maine 
or the U.S. economies away from fossil fuels 
to a zero-carbon state in 2050 is the ability 
to raise the vast amounts of capital necessary 
to support the investments in renewable 
generating resources and battery storage 
units to meet the electricity use requirements 
resulting from beneficial electrification of 
heating, industrial and commercial processes 
and transportation. In this regard, such 
a transition is no different from previous 
transitions – the development of railroads, 


83 There is an extensive literature regarding regulatory 
capture and rent-seeking behaviors of regulated compa-
nies, much of which focuses on IOUs. It is not necessary for 
the MEGA to be a perfect structure; it is only necessary for 
it to perform better than IOUs have historically performed. 
Unfortunately, this is not a very high bar. 
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the electrification of America, the expansion 
of the automobile and trucking industries 
and first the telephone and most recently the 
internet in the communications sector. In one 
very important respect, however, each of these 
was very different from the transition to a zero-
carbon state. Each of these provided significant 
economic return in the form of improved 
productivity and living standards that could be 
captured by the users of the new technologies. 
In contrast, beneficial electrification and deep 
decarbonization provides little or no such 
opportunities. Its primary value is the creation of 
public goods – reducing global climate change 
and improving air quality. This makes the task of 
raising the capital to accomplish the transition 
more difficult.


I believe that the best means to raise capital to 
support the transition is through a state entity 
– the Maine Electric Generation Authority 
or MEGA. This entity brings two significant 
advantages to the effort to achieve deep 
decarbonization. First, it enables capital to 
be raised on a tax-advantaged basis while 
maximizing financing leverage. This results in a 
more than 50% reduction in the cost of capital. 
As we have seen in Chapters Two and Three, 
this reduction has a very significant impact 
on overall costs to residents and businesses. 
Second, by establishing two separate tracks 
one of which is a voluntary option for 
municipal participation in generation project 
syndication, those communities that place a 
stronger emphasis on the public good benefits 
of deep decarbonization are enabled to act as 
adoption leaders, thus avoiding the contention 
that often accompanies government mandates. 
While I do not expect voluntary efforts to be 
sufficient to achieve the zero-carbon goal 
by 2050, I do believe that this structure will 
provide for more rapid actions during the initial 
years of the transition period. I also believe that 
the successes of these early adopters will make 
it much easier to impose mandates later in the 
transition period should that be necessary.


The underlying concept and proposed 
structure of a MEGA is certainly not new. Many 
states have established such entities in one 
form or another to provide various utility-


like services, including drinking water, sewer 
and waste water treatment, transportation 
infrastructure, affordable housing, 
telecommunications and electricity. We can 
learn from these experiences. Perhaps the 
most important lesson is to limit the functions 
of the entity to those areas with the least 
amount of exposure to risk, and in all cases to 
ensure that the actions of the entity are tightly 
controlled to minimize its exposure to politics. 
I believe that the principles I have set forth in 
this chapter accomplish both objectives.
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The ability to address global climate change 
and to slow down and ultimately reverse the 
warming of our planet depends on achieving 
the deep decarbonization of the world 
economies over the next three decades. This 
requires the complete transformation of major 
sectors of our economies to electrification, 
supported by an unprecedented expansion 
of zero-carbon renewable electric generation 
resources. In the U.S., researchers have 
estimated that this will require investments 
well in excess of $15 trillion over the next 
thirty years; for Maine, I have estimated that 
the required investment will be about $56 
billion. These total investments are roughly 
equivalent to one year of U.S. GDP and Maine 
GDP, respectively. 


I have demonstrated that the transformation 
of Maine’s energy sector can be accomplished 
without increasing the total amount Maine 
spends on energy each year. Were Maine to 
establish a goal of near zero-carbon emissions 
by 2050, I have shown that there is a pathway 
that enables Maine to achieve that goal 
without imposing any additional costs on 
its residents and businesses over the thirty-
year transition period from 2020 – 2050. 
Stated somewhat differently, if we impose 
the requirement that Maine’s economy must 
be essentially carbon free by 2050, I have 
demonstrated that this can be accomplished 
without incurring any incremental energy 
costs over this transition period.


Demonstrating possibility is an important 
first step – a necessary condition, if you will, 
to achieving the objective of eliminating CO2 
emissions by 2050. Possibility, however, does 
not mean probability, which, itself, is still far 
short of the certain elimination of carbon 
emissions that scientists tell us is necessary if 
we are to avoid the most severe consequences 
of global warming.84 One of the more 
comprehensive studies of world energy use 
through 2050 projects that CO2 levels will fall 
globally from 32 Gt/year today to 18 Gt/year; 
that the world will reach the 2oC mark by the 
late 2030s; and that the world will not achieve 
a near zero-carbon outcome until 2090.85 
Clearly, this does not cut it.


The movement from possibility to probability 
to certainty by 2050 will require governments 
to take more aggressive actions than they 
have to date. In this chapter, I set out a wide 
range of state policies that I believe will need 
to be adopted in Maine to move from the 


84 Intergovernmental Panel on Climate Change, IPCC 
Press Release for the IPCC 5th Assessment states, “The 
report finds that limiting global warming to 1.5°C would 
require “rapid and far-reaching” transitions in land, 
energy, industry, buildings, transport, and cities. Global 
net human-caused emissions of carbon dioxide (CO2) 
would need to fall by about 45 percent from 2010 levels 
by 2030, reaching ‘net zero’ around 2050. This means that 
any remaining emissions would need to be balanced by 
removing CO2 from the air.” October 8, 2018. http://www.
ipcc.ch/pdf/session48/pr_181008_P48_spm_en.pdf 


85 Energy Transition Outlook – 2018: A Global and Regional 
Forecast to 2050, DNV GL, November 2018. 
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realm of possibility to the realm of probability. 
I have organized this discussion into four topic 
areas – beneficial electrification, renewable 
generation development, deep decarbonization 
financing and electric grid expansion. This is 
for convenience. As I discuss, policies in one 
area can have important impacts in other 
areas. For example, a policy that promotes 
residential roof-top solar that does not also 
address the expansion and modernization of 
the distribution grid will not yield the intended 
results. Similarly, an incentive to encourage 
conversion to passenger EVs can be enhanced 
by electric rate designs that provide for low 
cost charging of those vehicles during periods 
of maximum solar generation. 


Policies to Promote 
Beneficial Electrification5.1| 


I focus on two of the three sectors that must 
undergo conversions from fossil fuels to 
electrification – transportation and heating. The 
pathway provides for more steady conversions 
in these two sectors, beginning slowly in 2020. 
The third sector – industrial and commercial 
processes – is assumed to undergo conversion 
later in the transition period when technologies 
are more mature. At this time, I have not seen 
evidence sufficient to make me believe that 
this sector is ripe for targeted policies in the 
early years of the transition period.86 


I expect that much of the early adoption of 
passenger EVs will be as vehicles that are used 
primarily for commuting and other short-haul 
trips. These vehicles will be charged largely 
at home, consistent with the results of the 


86 I do not specifically address policies that promote ener-
gy conservation and increased efficiency. To some extent 
they are considered in the modeling in the previous chap-
ters. For example, we have assumed zero electricity load 
growth over the entire 30-year transition period as the net 
effect of increased conservation and efficiency, on the one 
hand, and population growth and increased energy use, 
on the other. Similarly, with respect to transportation, we 
have modeled in EV efficiency improvements by assuming 
performance levels above those achieved in today’s EVs. 
Increases in efficiency and conservation beyond those in-
cluded will reduce electric loads and therefore the amount 
of renewable generation resources required, with the result 
being lower total energy expenditures and a faster transi-
tion to a zero-carbon economy.


California study discussed in Chapter Two. 
This adoption can be supported by electric 
rate designs that recognize the incremental 
nature of this end use of electricity, and the 
fact that over the next decade, charging 
EVs imposes no additional cost burdens on 
transmission and distribution networks when 
the vehicles are charged overnight. As the 
range of EVs increases and the technical 
capability of charging improves, I expect 
that EVs will displace all passenger vehicles. 
This displacement will need to be supported 
by expanded charging opportunities along 
transportation corridors within the State. 
Further, as distributed solar PV generation 
expands, it will be beneficial if EVs absorb 
some of this increased generation by charging 
during daylight hours at workplaces or other 
public parking facilities. 


I have identified six policies that should be 
adopted by Maine to facilitate the electrification 
of Maine’s transportation sector. These are:


• Delivery Service rates for Maine’s electric 
utilities should be restructured as two-
part tariffs consisting of a monthly flat 
customer charge that recovers the cost 
of interconnecting the customer to the 
grid and a usage-based demand charge 
that varies by time periods based on 
the stress and therefore additional costs 
such usage imposes on the electric grid. 
This rate structure should be capable of 
sending reasonably precise market signals 
to electricity consumers (and distributed 
energy resources) by taking full advantage 
of the Advanced Metering capabilities 
the utilities have deployed and the billing 
system enhancements that are being paid 
for by their ratepayers. All such tariffs will 
need to be dynamic and adaptable to 
what will be rapidly evolving electric grid 
and energy market conditions, as Maine 
undergoes beneficial electrification and 
deep decarbonization during the thirty-
year transition period.


• Building permits for new commercial 
and industrial construction or retrofits of 
existing facilities that currently impose 
mandates with respect to parking facilities 
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as a condition for the issuance of a 
permit should be further conditioned to 
require that 5% of such parking spaces be 
equipped with charging stations in the first 
year of operation, and that this percentage 
should increase to no less than 10% within 
the first 10 years of operation.


• Municipal ordinances should be amended 
to require that all parking garages or other 
public parking lots (including garages and 
lots owned and/or operated by government 
entities) have a minimum of 1 charging 
station for each 20 parking spaces by 2025, 
and that this number shall increase by 1 
every five years until 2045, when 25% of all 
parking spaces shall be so-equipped.


• The Maine Department of Transportation 
(“MDOT”) should provide grant money on 
a competitive basis to private, non-utility 
entities to provide EV charging stations 
along major arteries entering and leaving 
Maine. The location of those stations should 
be determined by MDOT with the purpose 
of encouraging and facilitating the use of 
passenger and commercial EVs for long-
haul trips in and through Maine.87


• The Maine Department of Education, in 
coordination with MDOT, should require 
that a minimum of 150 school buses 
each year be converted from fossil fuel 
to electric, beginning in 2030, or earlier 
depending on the price and availabilities of 
qualified vehicles.


• The MDOT and the Maine Secretary of 
State should develop a proposal to tax EVs 
based on miles driven in lieu of gasoline 
consumed.88 All monies collected would 
flow into the State’s Highway Fund. The 
gasoline tax should remain in effect for 
gasoline and diesel vehicles until the 
percentage of each class of vehicles 


87 The Federal Highway Administration has designated 
eight major road corridors in Maine for alternative fuel 
vehicles as part of an effort to build out a statewide net-
work of fast charges. April 29, 2019, https://www.mainebiz.
biz/article/federal-government-designates-eight-alterna-
tive-fuel-corridors-in-maine 


88 The current state tax on gasoline is $0.3001 per gallon. 
Assuming an average passenger vehicle gets 25 mpg, the gas 
tax is equivalent to a mileage tax at the rate of $0.012 per mile.


registered in the State that are EVs is so 
high as to make the continued collection of 
gas taxes a financial burden to the State.  
At that point the gasoline tax should 
be eliminated and all vehicles should be 
taxed for purposes of funding the State’s 
Highway Fund based on miles driven. 


I am reluctant to recommend aggressive 
state policies to promote the conversion of 
home and commercial heating systems from 
natural gas and distillate fuels to electric heat 
pumps at this time. Instead, I believe that the 
incremental advantages heat pumps have 
by providing summer air conditioning will be 
sufficient to encourage their adoption by many 
Mainers. Further, we are seeing these systems 
become the default option in much new 
construction, especially multi-family residential 
units. One exception I make is for low-income 
housing, where tenants are simply not able to 
support the increases in rents necessary to pay 
for the conversion. If conversion and adoption 
rates for heat pumps lag behind those levels 
in the pathway discussed in Chapter Three, I 
believe more aggressive steps should be taken. 
In the meantime, I recommend the following 
state policies:


• The Efficiency Maine Trust (EMT) should 
maintain its programs of education and 
promotion of heat pumps and its grant 
programs to support heat pump installation. 
With respect to the latter, monies should 
be targeted over the next 10 years to low 
income housing units that are currently 
heated with distillate fuels, combined with 
building envelop improvements.


• State, County and Municipal Governments 
should initiate long-term capital plans to 
convert a minimum of 10% (measured by 
square footage) of all government owned 
heated space (including schools) from 
distillate fuels to heat pumps by 2025. This 
should be expanded further to 30% by 2030, 
60% by 2040 and 100% by 2050. Further, 
all newly constructed or renovated buildings 
should be required to be heated with 
ground-source or air-source heat pumps. As 
the saying goes, when one is in a hole and 
sinking, the best strategy is to stop digging.
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Maine must be careful in implementing the 
above policies so as not to impose the costs of 
these policies on electricity ratepayers through 
such devices as system benefits charges and 
renewable portfolio standards. Doing so will 
result in increasing the price of electricity and 
exacerbating the price divergence between the 
price of electricity and the price of fossil fuels. 
As I noted in Chapter Three, this differential will 
slow the pace of beneficial electrification by 
increasing the costs of switching to electricity 
from fossil fuels in transportation, heating and 
process applications.


I am reticent to recommend at this time that 
Maine take any unilateral actions to adopt 
a carbon tax on fossil fuels, even though 
I believe that such a tax will ultimately be 
necessary if we are to achieve beneficial 
electrification through any means other 
than government mandates. I believe that 
a better political course is to allow the 
recommendations proposed in this Chapter 
to be implemented and to monitor energy 
use and CO2 emissions over the next ten 
years. If at that time, Maine is lagging behind 
the path of beneficial electrification set forth 
herein and the economic value of conversion 
in the transportation and space heating 
sectors to electricity is being impacted by 
the relatively low cost of fossil fuels, a carbon 
tax should be adopted. 


Policies to Promote 
Renewable Generation 
Development5.2| 


The pathway to a zero-carbon economy 
by 2050 I have identified in Chapter Three 
requires the development of 7,500 MW of 
solar PV, 2,500 MW of on-shore wind and 
5,000 MW of off-shore wind and roughly 
250,000 MWhs of battery storage. A small 
part of this development will be supported by 
investment decisions of individual homeowners 
or businesses who see value in self-generation 
and, for some, moving more rapidly to reduce 
CO2 emissions. I expect these investments to 
consist largely of rooftop solar PV systems and 
perhaps some limited battery storage units. 
The lion’s share of the required renewable 


energy development, however, will need the 
support of the Maine Energy Generation 
Authority described in Chapter Four. MEGA 
is intended to rapidly accelerate the demand 
for these new generation capacities and 
provide the financial capability to support 
their development. I identify below a number 
of areas in which targeted state policies can 
facilitate the development of these renewable 
generation resources. 


The first area that requires policy attention 
relates to the interconnection of renewable 
generation projects to the electric grid. While 
some progress has been made in streamlining 
interconnection studies and standards, 
especially for smaller-scale projects, the 
interconnection process continues to present 
problems for project developers, especially in 
those instances in which the utility identifies 
necessary upstream grid improvements. Under 
current rules, any available capacity on the 
grid to support generator interconnection 
(capacity that has been paid for by ratepayers) 
is allocated at no charge to interconnecting 
generators on a first-come, first-served basis 
until such capacity is exhausted. At this point, 
the next generator in the interconnection 
queue must pay the full cost of all upstream 
improvements and upgrades to the grid that are 
required to interconnect its project. For small 
projects, the costs of this upgrade can amount 
to multiple times the cost of the project itself. 
Adding insult to injury, the next and succeeding 
generators in the queue are able to utilize 
any spare capacity created as a result of the 
upgrades paid for by the previous generator in 
the queue. Not surprisingly, this policy acts as a 
serious drag on the development of renewable 
generation projects, and in some states such 
as Hawaii and California that are further 
ahead of Maine, has resulted in generation 
interconnection moratoria.


This current structure is intended to ensure that 
large-scale generators bear the interconnection 
costs for their location decisions to discourage 
uneconomic location decisions, the cost of 
which would otherwise be borne by ratepayers. 
This policy has merit for large-scale generation 
projects. However, today, the vast majority of 
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interconnection requests are not from large 
nuclear, gas or coal plants, or even wind farms, 
but rather are from small-scale distributed 
generation resources, many of which are 
interconnected behind the customer’s meter. 
The current interconnection process has 
outlived its usefulness. The interconnection 
queue and the allocation of interconnection 
costs need fundamental change.


One proposal for addressing this issue is 
the so-called “clustering approach”. This 
approach allows multiple generators to pool 
together to pay for grid related upgrades 
necessary for their interconnections. While 
there may be some cases involving a small 
number of very large-scale projects located 
in the same region of the electric grid where 
clustering could work, I am very skeptical that 
clustering will be effective in the majority of 
cases, especially those involving thousands of 
distributed solar PV installations and battery 
storage generation resources. 


I believe that a better approach is one that 
facilitates the interconnection of small-
scale projects, while preserving the price 
signaling feature of the current process for 
large utility-scale developments. This can 
be accomplished by allocating to electric 
loads in Maine the first $5 million of any 
upstream grid costs required to interconnect 
a generator. This compromise relieves 
distributed generation resources of the 
need to upgrade the immediately upstream 
substation as well as any feeders, reclosers, 
switches or other equipment located on the 
circuit serving the interconnecting generator, 
since these costs are almost always less than 
$5 million. On the other hand, those large-
scale generators whose interconnection may 
impose significantly more costs on the utility 
in the form of new substation construction, 
new transformation capacity transmission line 
upgrades and other electronic equipment, will 
bear all costs in excess of the $5 million.


A second critical factor is property tax. 
The development of sufficient renewable 
generation resources to support beneficial 
electrification involves the substitution of 
capital investment in plant and equipment 


for the use of fossil fuels throughout the 
economy. The property tax incidence of this 
conversion, absent any change in state tax 
policies and assuming MEGA property would 
otherwise be subject to property taxes in 
the jurisdiction in which it is located, is to 
increase property tax receipts at the municipal 
level.89 This will impose a significant cost 
burden on the MEGA.90 It will also represent a 
revenue windfall to the municipalities in which 
generation resources are located, since this 
is revenue that they would not have received 
but for state policy. Finally, the renewable 
generation developments that MEGA will own 
will impose essentially no incremental demands 
on municipal services and thus no increase in 
municipal costs. Unlike housing developments, 
the MEGA projects bring no children to be 
educated; unlike commercial buildings, they 
bring virtually no traffic to be accommodated 
beyond the short-term construction period; 
and unlike industrial plants, they bring no 
obligations for sewerage or other waste 
treatments. Accordingly, I recommend the state 
exempt from municipal property taxes 100% 
of all MEGA owned real estate and business 
or personal property that is used directly or 
indirectly in the generation of electricity from 
zero-carbon, renewable energy generation 
resources. In lieu of property taxes, renewable 
generation projects should make reasonable 
contributions to the host communities related 
to the costs of providing police and fire 
protection services.91 


89 I do not believe that investments in offshore wind proj-
ects will be subject to municipal property taxes, since it is 
unlikely that any of this investment will occur within the 
jurisdictional boundaries of any Maine cities or towns.


90 If we assume that the average property tax rate in 
Maine is $15 per thousand dollars of valuation, annual prop-
erty taxes will amount to 1.5% of the original investment 
amount. Assuming a 3% cost of capital for MEGAs, the cost 
to the developer of property taxes is equal to 50% of the 
total debt service costs.
91 I have not gone so far as to require the exemption of all 
solar PV or wind generation from municipal property taxes; 
however, I believe that consideration should be given to
 this position in the context of business equipment property 


tax exemptions. I also do not believe it is appropriate for 
municipalities to levy property taxes on behind-the-meter 
solar PV systems installed on residences or businesses. To 
the extent that such installations increase the value of the 
property, they will be captured through overall assessments. 
If they do not increase property values, then they should 
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I believe that solar PV, on-shore wind or shallow 
water off-shore wind generation should not 
require further subsidies or incentives from 
the state other than those noted here and in 
other sections of this chapter. Additionally, 
once the reforms advocated herein are fully 
implemented, I recommend that all net metering 
in any form be phased out over a period 
no longer than 10 years. While various net 
metering structures may be important during 
the early stages of distributed generation 
development, the opponents of net metering 
are correct in one respect – over the longer-
term net metering is an unsustainable policy 
and will have to be abolished when the costs 
of solar rooftops impose too great a burden on 
those without such facilities. Instead, I believe 
that with the correct rate design for delivery 
service and the restructuring of key aspects of 
wholesale energy markets, the layered values 
that distributed solar PV systems provide to the 
grid can be monetized and captured by these 
systems. 


Deep water, floating off-shore wind is a 
different matter. Since this technology remains 
in its early development stages, I believe 
there is a limited role for the state to play in 
contributing to its further development. I have 
identified the following policy initiatives to 
accomplish this:


• The State should provide continued 
support for the University of Maine to 
Aqua Ventus project. This support should 
include a new negotiated long-term 
contract to purchase the generation output 
from the project as well as support for 
the University’s ongoing efforts to secure 
research and development funding from 
the Department of Energy.


• In anticipation of significant development of 
Maine’s deep water off-shore wind resource, 
Maine should initiate a five-year planning 
process to interface with the federal 
government regarding the issuance of long-
term leases to generation developers and 
with the utilities and ISO-NE regarding the 
development of an off-shore transmission 


not be separately assessed – any more than an upgrade to 
architectural roofing shingles, for example, would result in a 
separate assessment. 


grid to interconnect this generation to the 
regional transmission grid.


In addition to the above policies, I believe that 
municipal ordinances need to be reexamined 
in the context of widespread development of 
distributed solar PV systems. Among the items 
that I believe warrant further consideration are 
the following:


• To free up roof space on commercial 
and industrial buildings to facilitate 
solar PV development, building set back 
requirements for buildings located in non-
residential zones should be relaxed to allow 
for the placement of HVAC systems and 
other equipment, that would otherwise 
have been located on the roof, in the space 
in those setbacks. This modification should 
only apply where rooftop solar is installed.


• Property rights to solar irradiance need to 
be incorporated into zoning ordinances to 
protect investments in solar PV systems 
from actions of abutters that would impact 
generation output.


• Municipal ordinances should not be 
permitted to prohibit the development of 
solar PV systems in any manner consistent 
with the zoning for the property. This 
includes prohibitions designed to protect 
open space or related in any way to the 
visual impacts of installed systems.


Finally, municipalities should consider imposing 
mandatory rooftop solar PV systems on all new 
construction. This will add costs to new homes 
and commercial buildings, but these costs will 
fall as the cost of solar falls. Even at today’s 
installation costs, a 2,000 sq.ft. home with 
a 7 kW solar PV installation costing $17,000 
net of the 30% investment tax credit will add 
less than $10/sq.ft. to construction costs. With 
low-end construction costs in the $100 to $150 
per sq.ft. range, this is less than a 10% increase, 
much or all of which is offset over time by 
savings in electricity costs.
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Policies to Enable the 
Raising of Necessary 
Capital Investments5.3| 


The transformation of Maine’s economy 
from one heavily reliant on fossil fuels to a 
state of near zero carbon emissions by 2050 
requires very large capital investments. The 
ability to raise and deploy capital to support 
beneficial electrification, renewable energy 
development and deep decarbonization 
is the sine qua non for addressing global 
climate change. I argue that this is best 
accomplished through the creation of the 
Maine Energy Generation Authority. The 
MEGA represents an aggregation of the 
demand for the electricity generated by 
renewable resource generators and is a 
source of highly rated and inexpensive 
investment capital. 


The first step in creating the MEGA is the 
enactment of legislation that defines its 
purpose, establishes legislative authority for its 
existence, sets forth its governance structure 
and outlines the set of activities it can engage 
in and the actions it can take. 


The legislation should be structured as enabling; 
it should impose no mandatory obligations 
on Maine’s municipalities. This allows those 
municipalities that have adopted aspirational 
goals of reaching zero-carbon by dates certain 
to take unilateral actions that will move them 
toward the timely achievement of such goals by 
participating in renewable generation project 
syndications opportunities through MEGA. These 
municipalities will serve as examples to others 
that follow about how best to accomplish the 
transformation of their energy sectors.


I recommend that the Efficiency Maine Trust 
be directed to set aside $250,000 a year 
in each of the next four years to provide 
planning/implementation grants of no more 
than $25,000 on a competitive basis to 
municipalities that wish to participate in 
syndicated renewable generation projects 
through MEGA. To assist municipalities and 
to guide future state policy, I recommend 


that the Governor’s Energy Office or its 
successor serves as a data repository for all 
activities undertaken by MEGA, and that it 
provides comprehensive reports every two-
years to the legislature on MEGA’s activities 
and performance.


  


Policies to Support 
the Expansion of the 
Electric Grid5.4| 


The existing transmission and distribution 
electric grid has only a fraction of the 
physical capacity and internal intelligence 
to handle the flows of electricity that will 
occur by 2050. Very large investments will 
be required by both CMP and Emera Maine 
to accommodate the nearly 5-fold increase 
in peak loads that will result from beneficial 
electrification and the hundreds of thousands 
of new distributed generation resources and 
utility-scale renewable energy projects that will 
deliver electricity. I believe that it is critical to 
the achievement of a zero-carbon economy 
by 2050 that the electric grid not act as an 
impediment to any electric consumer’s or 
renewable energy resource developer’s efforts 
to move Maine in that direction. To ensure that 
this does not occur, I propose the following 
policy recommendations:


• Distribution planning must transition from 
a process that remediates current grid 
conditions to one that is forward looking 
and accommodates rather than reacts to 
expected loads and distributed generation. 


• Utilities must develop to the fullest extent 
the capabilities of technologies, systems 
and information already built into the 
smart grid and make further investments in 
technologies to enable the grid to function 
as an integrated network that interconnects 
millions of end uses and distributed 
generation locations on the grid.


• Utilities must develop the full capabilities 
of smart electric grids and their new billing 
systems to accommodate alternative rate 
designs described earlier and to enable 
the accounting and billing arrangements to 
support the renewable energy surcharges 
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that will be established by MEGA.


• Immediately, utilities should shift their 
investment focus away from building 
redundant transmission and toward 
building out the distribution grid to 
accommodate increased electrification and 
distributed generation. During this period, 
Maine should reevaluate the definition of 
reliability of an electric system that is fully 
networked and 100% renewable and revise 
transmission and distribution planning 
standards accordingly.92


In addition to these policy recommendations, I 
make one overarching recommendation based 
on the experiences of the telecommunications 
industry. I strongly recommend that Maine 
adopt the electric sector equivalence of “net 
neutrality” from the outset. This means that the 
electric grid must be defined and operated as a 
common carrier, and further that the owners of 
these grids must be prohibited from using their 
grids to deliver electricity generated from any 
entity in which they have financial interests. This 
strict form of “grid neutrality” was the basis of 
Maine’s Restructuring Act almost 20 years ago; 
it should be the guiding principle for the future 


92 This policy will likely require the cooperation of 
ISO-NE and various regional and national reliability 
organizations. 
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of Maine’s electricity sector.


I set out to understand what actions are 
required to achieve the aspirational goals being 
adopted by communities and interest groups in 
Maine today of a carbon-free Maine economy 
by 2050 and how much these actions would 
cost Maine residents and businesses. My initial 
expectations were that Maine would face a 
“Hobson’s Choice” of having to choose between 
a healthy economy and jobs, on the one hand, 
or a clean energy future, on the other. Instead, 
I have identified a pathway to a zero-carbon 
economy in 2050 that does not jeopardize 
Maine’s economic health by imposing rising 
energy costs on Maine businesses and residents. 
This pathway results in the achievement of 
deep decarbonization through beneficial 
electrification and renewable generation 
resource development, while keeping the annual 
amount of money Mainers spend on energy at a 
level consistent with the average annual amount 
spent over the period 2000 – 2016.


I am the first to acknowledge that this pathway 
is defined by my assumptions. Any prediction 
of Maine’s economy thirty-years into the 
future must be – my predictions can be no 
different. This means that the plausibility of 
the pathway depends on the reasonableness 
of those assumptions. I have thought at great 
length about each of my assumptions; I have 
described how each is reasonable on its 
own, and taken together, they are internally 
consistent. This means that my defined 
pathway is possible – the technologies are 
feasible; the cost structures are attainable; and 
the investment and energy use decisions of 


Maine residents and businesses are plausible. 
It does not mean, however, that this pathway 
represents a certain future or even a likely one. 
There are many serious impediments to its 
realization. In Chapter Five, I identify a broad 
range of state policies and actions that can 
address some of the more critical of these 
impediments. If they are all adopted, I believe 
that Maine will be heading in the right direction. 


Direction matters, but it is not the sole 
indicator of successful performance. The 
speed with which Maine can transform its 
economy to be carbon-free is critical. As the 
recently released IPCC report stresses, time is 
of the essence. I have defined that time frame 
to be 2050, consistent with current science. 
I believe this represents an acceptable 
balancing of the imperative to act with all 
deliberate speed to prevent the worst effects 
of global warming with the need to manage 
the impacts of transformational change on 
the economy and society, more generally. 
Allowing for a thirty-year transformation 
reduces dislocation costs by allowing 
residents and businesses to adjust their 
capital stock and operating practices to shift 
from fossil fuels to electricity. I believe that 
this is sufficient time to enable the conversion 
of virtually all passenger vehicles, buses 
and trucks to electricity. During this period, 
Maine’s entire fleet will undergo between 
two and three complete change-outs as 
existing vehicles age and are replaced. These 
replacements can be electric vehicles. 


The transition period is also long enough to 
facilitate the replacement of many of the fossil 


Concluding Thoughts


Chapter 6
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fuel heating systems in homes and businesses 
with electricity. Nevertheless, I expect this 
transition to be more difficult than for 
transportation, given the longer life of heating 
equipment and the cost of its replacement, 
especially where major retrofitting is required. 
I anticipate that government may have to 
step in by modifying building codes to require 
conversion, if the conversion process is not 
moving as rapidly as necessary.


I am less certain of the time it will take to 
convert industrial and commercial processes 
from fossil fuels to electricity. The types of 
such processes are highly varied, and for 
most processes I am not aware of any off-
the-shelf conversion equipment. This means 
that each case may require an engineered 
solution. This could increase costs and slow 
conversion times. In addition, I do not believe 
that this conversion will be able to capture the 
significant energy efficiencies that are available 
through electricification in the transportation 
and heating sectors. As a result, I have delayed 
the conversion of this end use in the model 
to the last third of the transition period and 
expect that full conversion will require some 
form of government mandate.


As long as there is sufficient capital available 
at a reasonable cost, the thirty-year transition 
period should easily accommodate the 
amounts of solar PV, on-shore wind and 
shallow water off-shore wind generation 
specified in the pathway. I believe that it will 
also accommodate the development of deep 
water off-shore wind generation in the Gulf of 
Maine in the latter third of the transition period 
and the proposed deployment of battery 
storage systems, although each will depend on 
continuous advancements in technology and 
the falling unit costs such advances will bring. 


The state policies I have proposed to move 
Maine along the pathway represent a blend of 
incentives and enabling legislation and contain 
only a few narrowly focused mandates. I am 
optimistic that the combination of these and a 
well-spring of support in selected communities 
across Maine will result in voluntary actions by 
residents, businesses and these communities to 
get us started. For example, I believe that the 


cities of Portland and South Portland are poised 
to take actions to support their municipal carbon 
reduction goals, as are other towns that have 
adopted as town policy a zero-carbon goal by 
the middle of this century. I also believe that 
Maine’s Yankee culture of “common-wealth” will 
lead other communities to follow. 


The most serious impediment to broad-scale 
and rapid movement along the pathway will 
be our ability to overcome two fundamental 
but related problems in economics – the 
commons problem and the free rider problem. 
The commons problem posits that people 
will act in their private self-interest to use as 
much of a common resource as possible before 
that resource is fully depleted by the actions 
of others. The free rider problem states that 
people will not contribute to the provision or 
protection of a common resource or good, but 
instead will seek to rely on the actions of others 
to provide or protect that good. Examples 
of the commons problem and the free-rider 
problem that are well-known in Maine involve 
the management of Maine’s fisheries and the 
support of public broadcasting, respectively. 
Unfortunately, climate induced global warming 
combines both of these problems, along with 
two other factors – an uncertainty as to the 
exact relationship between fossil fuel use and 
global warming and the fact that the direct 
impacts of a warming planet may be perceived 
to be very different depending on location. This 
has made it more difficult to achieve consensus 
around the imperative to act and to act quickly. 
If even a few of the world’s major countries 
pursue policies that result in their continued 
exploitation of the atmosphere’s CO2 carrying 
capacity or lead to their failure to invest in 
technologies to achieve deep decarbonization 
of their economies, no actions that Maine takes 
will have the desired effect of preventing the 
consequences of global warming. 


There is another consequence of the failure to 
act collectively, this one closer to home. My 
finding that Maine can achieve a zero-carbon 
economy by 2050 at no incremental energy 
costs to its residents and businesses depends 
on all states in New England undertaking 
similar efforts with respect to electricity 
generation. They also must convert their 
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electric generation to zero-carbon emission 
renewable generation resources by 2050. 
Since all states are part of the same integrated 
electricity grid and wholesale market, it is only 
through collective actions across the six New 
England states, that Maine will receive price 
suppression benefits to offset the capital costs 
required to support its conversion to 100% 
renewable generation (inclusive of battery 
storage). As a small actor, Maine’s ability to 
internalize the beneficial consequences of its 
actions is impossible. It will pay 100% of the 
costs of those beneficial actions yet receive 
only a very small share of the benefits from 
those actions. This could put Maine in a most 
uncomfortable position. 


Fortunately for Maine, there is very strong 
indication that other New England states 
are pursuing deep decarbonization of their 
economies by expanding significantly the 
percent of renewable electricity generation 
resources they rely on for energy. All the New 
England states are members of the Regional 
Greenhouse Gas Initiative or RGGI, which calls 
for a reduction in carbon emissions of 80% by 
2050. Individually, Massachusetts, Connecticut 
and Rhode Island have each enacted legislation 
requiring a reduction of CO2  emissions in the 
state of 80% by 2050. Vermont has pursued a 
similar course and is in many respects further 
along the path than the other New England 
states. It has an aspirational goal of 80%-95% by 
2050. New Hampshire also has an aspirational 
goal of 80% by 2050. The pathway I have 
identified will move Maine largely in parallel 
with these other states, thus enabling Maine 
to realize the full economic and environmental 
benefits of its actions through the New England 
electric market.


There is no mechanism, however, through 
which Maine’s actions can be guaranteed to 
reverse global warming and result in clean air 
for its citizens. For better or worse, Maine is 
dependent on the collective actions of close to 
200 countries and 7 billion people to achieve 
this outcome. What I have shown by identifying 
a pathway through which Maine can achieve 
zero-carbon emissions by 2050 without 
incurring any additional energy costs is that 


Maine can act as a responsible global citizen 
without damaging the economic well-being 
of its citizens. This is a very important finding. 
When there is no cost to taking the moral 
position, there is no excuse for not taking it. 
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Dr. Richard Silkman is a Yale University 
Ph.D. economist and a nationally recognized 
expert in the regulation of public utilities, the 
development of competitive energy markets 
and the development, licensing and operation of 
power plants, including hydroelectric generating 
stations.  Dr. Silkman has extensive experience 
in a wide range of settings, including education, 
government, consulting and the private sector.  
He has served as an expert witness before 
a number of state public utilities regulatory 
commissions, as well as advised state legislatures 
on matters related to electric utility regulation and 
deregulation.


Dr. Silkman is the founding partner and CEO of Competitive Energy Services, an energy 
consulting company based in Portland, Maine, that provides energy procurement and 
consulting services to companies, institutions and governments across the country.  He is 
also the founder of GridSolar, a company established to develop non-wires alternatives to 
transmission lines to provide reliability to electric grids.  In addition, he founded the Kennebec 
Valley Gas Company to develop a natural gas pipeline that is providing natural gas service to 
businesses and homes along the Kennebec River from Gardiner to Madison and Beaver Ridge 
Wind, which developed the second large commercial wind project in Maine.
  
Previously, Dr. Silkman was appointed by Governor John R. McKernan, Jr. to direct the Maine 
State Planning Office, a cabinet-level office. Dr. Silkman served as the chief policy advisor 
to the Governor on matters related to economic policy, energy, hydropower and river 
management policy, telecommunications regulation, state tax policy, health care regulation 
and cost-containment and land-use and natural resources policy.


Dr. Silkman resides on Pine Point, Scarborough, Maine with his wife, Lynne.


EDUCATION:  Ph.D., Economics, Yale University, New Haven, CT; M.A., Economics, Yale 
University, New Haven, CT; B.S. (w/ Distinction), Economics, Purdue University, West 
Lafayette, IN.


CONTACT: rsilkman@competitive-energy.com







  
 

73 HARLOW STREET, BANGOR, ME  04401 
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PLANNING BOARD  
TUESDAY, MAY 3, 2022, 7:00 P.M. 

CITY COUNCIL CHAMBERS, 3RD FLOOR CITY HALL 
 
 

MEETING MINUTES 
 
Board Members Present:                           Ken Huhn, Chair 

 Reese Perkins, Vice Chair (Zoom) 
Michael Bazinet (Zoom) 

Ted Brush 
Alison Coladarci (Zoom) 

Don Meagher 
Lisa Shaw (Zoom)  

   
City Staff Present:  Anne Krieg, Planning Officer 

  Anja Collette, Planning Analyst 
 Brittanie Thomas, Asst. City Solicitor 

 
Chair Huhn called the meeting to order at 7:00 p.m. 

 
1. Zone Change – Thirteenth Street – Map-Lot 012-051-A – Contract Government & 

Institutional Service District (G&ISD) to Urban Residence 1 District (URD-1) - To 
amend the Land Development Code by changing a parcel of land located on Thirteenth 
Street, Map-Lot 012-051-A from Contract Government & Institutional Service District 
(G&ISD) to Urban Residence 1 District (URD-1).  Said parcel of land contains 0.10 
acres. Applicant/Owner: Larry S. Dearborn. 

Applicant Larry S. Dearborn presented the following:  

• This is a tax acquired property; wants to use lot for a garage 
• Member Brush inquired about the application stating this would be used for an in-law 

apartment 
o The applicant stated that with their parents getting older, they wanted that option 

available  
o Member Brush asked if that was allowed. Planning Officer Krieg stated that yes, 

it would be an accessory dwelling unit, which is allowed in URD-1. 
• No other questions or concerns. Nothing further from Staff.  

Member Meagher moved to recommend amending the Land Development Code by changing a 
parcel of land located on Thirteenth Street, Map-Lot 012-051-A from Contract Government & 
Institutional Service District (G&ISD) to Urban Residence 1 District (URD-1).  Said parcel of 
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land contains 0.10 acres. Applicant/Owner: Larry S. Dearborn. The motion was seconded by 
Member Shaw.   

Member Shaw referenced Article 13 of the Land Development Code, §165-88 as her 
justification for voting to approve the zone change.  All members in favor, none opposed. 
Motion carries. 

2. Zone Change – 22 Cleveland Street – Map-Lot R25-036 – Shopping & Personal 
Services (S&PS) District to Government & Institutional Service District (G&ISD) - 
To amend the Land Development Code by changing a parcel of land located at 22 
Cleveland Street, Map-Lot R25-036 from Shopping & Personal Services (S&PS) District 
to Government & Institutional Service District (G&ISD). Applicant; Penquis CAP, Inc., 
Agent: Carpenter Associates c/o Randy Bragg, PE.   

Applicant Jason Bird o/b/o Penquis CAP presented the following:  

• Applying to revert back to G&ISD zone in anticipation of seeking funding to acquire 
property and repurpose it  

• Member Brush inquired how many efficiency apartments were being discussed 
o Mr. Bird advised that they were not certain at this time 

Member Brush moved to recommend amending the Land Development Code by changing a 
parcel of land located at 22 Cleveland Street, Map-Lot R25-036 from Shopping & Personal 
Services (S&PS) District to Government & Institutional Service District (G&ISD). Applicant; 
Penquis CAP, Inc., Agent: Carpenter Associates c/o Randy Bragg, PE. The motion was 
seconded by Member Meagher.  All members in favor, none opposed. Motion carries. 

3. Land Development Permit Application for Site Development Plan and Final 
Subdivision – 24 Larkin Street – Map-Lot 025-063 – Multifamily & Service 
(M&SD) District – Land Development Permit Application for Site Development Plan 
and Final Subdivision approval for the addition of 4 additional residential units with 9 
existing units for a total of 13 units at property located at 24 Larkin Street, Map-Lot 025-
063, in the Multifamily & Service (M&SD) District.  Building is two stories with 
approximately 4,650 sq. ft. per floor. Applicant, A&L Webster, LLC; Agent, Jim Kiser, PE.  

Jim Kiser, PE presented the following:  

• Zone change requested last year for property to allow for conversion of commercial space 
into housing units 

• Discovered a couple units that hadn’t been given proper occupancy; in order to clean it 
up, is now coming before the board for minor subdivision to add 4 units – really adding 2 
units to development, but a couple units were not properly addressed from previous 
permitting 
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No questions, nothing further from Staff.  Vice Chair Perkins moved to approve the Land 
Development Permit Application for Site Development Plan and Final Subdivision approval for 
the addition of 4 additional residential units with 9 existing units for a total of 13 units at property 
located at 24 Larkin Street, Map-Lot 025-063, in the Multifamily & Service (M&SD) District.  
Building is two stories with approximately 4,650 sq. ft. per floor. Applicant, A&L Webster, LLC; 
Agent, Jim Kiser, PE. The motion was seconded by Member Bazinet.  All members in favor, 
none opposed. Motion carries.  

OTHER BUSINESS 

4. Presentation by Joshua Rosen – Climate Action Plan 
• Overview of Climate Action Planning Update for City of Bangor – 

www.bangormaine.gov/climateaction  
 

5. Presentation by Troy Moon – Portland/South Portland Climate Action Plan 
• Overview of Joint plan for Portland and South Portland -  

www.oneclimatefuture.org 
 

6. Comprehensive Plan Check-in 
a. Visioning Sessions – Visioning Sessions were not as well attended as would’ve 

liked.  Outreach a big piece of process. Feedback from those not able to attend 
included a desire for something later in the evening and a virtual option. Timeline 
reviewed, added another Visioning Session, virtual only, on Monday, May 16th, at 
7pm.  
 

• Discussion on affordable housing legislation –  
o Member Meagher advised that this passed in the State, LD 2003  
o Planning Officer Krieg stated that staff are waiting on further direction from the 

State  
o Chair Perkins stated that he had email/text discussions with Rep. Supica 

regarding this, willing to share that info  
 

7. Meeting Minutes – April 19, 2022 - Member Meagher moved to approve the minutes, 
seconded by Member Shaw, who also provided a shout out to Mel for the minutes. No 
additional discussion, all members in favor.  
 

• Discussion regarding spot zoning, boarding houses will be coming back at the next 
meeting 
 

• Audio from members in the Chambers is distorted tonight  
 

http://www.bangormaine.gov/climateaction
http://www.oneclimatefuture.org/
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8. Adjournment – 8:12 p.m. 

Respectfully submitted,  
Melissa L. Bickford 
Development Assistant 
Planning Department 
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