ENVS 5820

Spring 2005

Problem Set 3:  The Windsource Premium

Due:  Monday 2/21

Below is a recent email from Western Resource Advocates (WRA), summarizing a recently announced agreement between Xcel and WRA on Xcel’s Windsource green pricing program.  For this assignment, assume the PUC approves the agreement, meaning that Windsource electricity will cost $0.76 per 100 kWh block in 2005.  

1.  Figure out your approximate annual (2005) electricity consumption.  Be sure to explain how you did this calculation, and make any assumptions clear and explicit.  

2.  Calculate the additional amount you would pay, in $/year, if you bought Windsource electricity for all your 2005 electricity consumption.  

3.  Using results from Problem Set 1, calculate the approximate reduction in annual CO2 emissions that you could take credit for, given your Windsource purchase. Make any assumptions clear and explicit.

4.  Calculate the $/ton you are paying for CO2.  

5.  Go to the Chicago Climate Exchange, www.chicagoclimatex.com, to find out the current price for CO2 in the U.S.   Could you make money buying Windsource electricity, and then reselling the carbon on that exchange?  Ignore any legal or contractual complications.  

6.  Western Europe is starting up a carbon trading system.  At the current price of CO2 in Europe (which you can see at www.pointcarbon.com, price is on the right in a box labeled ‘EUA Price Assessment’), could you make money buying Windsource electricity, and then reselling the carbon on that exchange?  Ignore any legal or contractual complications.  

Update on Windsource Changes
 On Friday, January 14, Xcel Energy and Western Resource Advocates signed a settlement agreement on the Windsource green pricing program.  The Colorado Public Utilities Commission held hearings about the settlement on Thursday, January 27 and will issue a final order on the agreement sometime in the coming weeks.  Windsource subscribers currently pay $2.50 per 100 kWh block. However, Windsource purchases are exempt from fuel costs and air quality rate riders, resulting in a current net price of about $1.33 per block. The net premium is not based on the actual costs associated with the program and the premium fluctuates with changes in the fuel cost adjustment. Based on current fuel costs/exemptions the new net premium will be $0.76 per 100 kWh block. 



