Dear Customer/Owner:

Our ninety-seventh year serving the ratepayers of Groton illustrated the stability that you have come to expect from your locally owned and operated Light Department.  Through all these years, the mission of the Light Department has remained steadfast - to provide power at the highest degree of reliability at the lowest cost that fiscal prudence dictates.  Below is a summary of our 2006 operations.

No Grotonian is unaware of the growth pressures on the Town.  As the Town has grown, we have used advances in technology to provide superior service while keeping costs as low as possible.  In keeping with our mission, we have a solid capital improvement program for the next few years.  The installation of an automated meter reading system is a perfect example of this strategy.  To increase efficiency and provide even better customer service, we began replacing the meters in Groton with meters that can constantly communicate and be read by two-way radio.  We hope to have this new system fully installed by the end of 2007.  

Our capital improvement plans also include building new facilities for our office and garage, upgrading the substation relays and meters, implementing a geographical information system, and upgrading select areas of the distribution system.  All of these projects provide benefit to our customers by either lowering costs or enhancing service.

Continued growth has intensified our need for new facilities.  Our current facilities are cramped and inadequate for our present needs, let alone future needs.  We moved another step closer towards those new facilities when the Light Board joined with the Selectmen to award Capstone Properties the proposal to redevelop our Station Avenue location.

Along with growth comes new construction; our largest construction project for 2006 involved bringing over one mile of three-phase primary lines deep into the Town Forest to serve the new West Groton well.

Power Supply

Because fuel prices can be volatile and market conditions unpredictable, Groton Electric Light has a goal of diversifying our generation resources to pass along the best possible price to our customers.  The goal of diversification is getting harder and harder to meet as all of the new generation facilities being built in New England are fueled by natural gas.  

Changes brought on by deregulation have led to the dissolution of many of our power contracts.  These changes have also led to a scarcity of suppliers offering long-term contracts.  One of the steps we took in 2006 to reduce the need for us to buy energy on the volatile spot market was to subscribe to 4.2 MW of electricity from a new dual-fueled generating facility.  The unit will be built at the existing Stony Brook station in Ludlow, MA and is scheduled for operation in 2010.  

As our market exposure has increased, so has the influence of natural gas prices on our purchased power costs.  Generating units burning primarily natural gas, or capable of burning natural gas and oil, now constitute over half of the electric generating capacity in the region.  Because of this, the market price for electricity is strongly affected by changing prices for natural gas as natural gas generators set the market price 85% of the time.  The only times when natural gas generators are not setting the price in New England is during the night hours when the demand is low enough that none of them are running.  Fortunately this year saw some stability return to the natural gas markets which worked well with our decision in late 2005 not to raise rates as much as the forecasters recommended.

We are proud to say that for the second year in a row Groton Electric Light was the first municipal light department in Massachusetts to enroll one of its large users in the regional Winter Demand Response Program.  The Groton School is an enthusiastic participant in this program and agrees to turn off a significant portion of their electric load whenever called upon.  Their committed load reduction is equivalent to a subdivision of 76 homes turning off 100% of their power.

All of you can also help in this effort.  Energy conservation lowers your bill directly by reducing your consumption, but it also lowers power costs for everyone. That is because in today’s deregulated energy markets lower demand tends to lower wholesale prices. Shifting power use away from peak-use times also minimizes the amount of electricity we need to buy in the volatile and expensive spot energy market, which translates to lower rates for everyone.  

Trends

Groton’s steady growth increased kilowatt-hour (kWh) sales by 1%, even though the mild weather contributed to a 3% decrease in regional electric sales. Residential use accounted for 58% of our sales, commercial use 34%, municipal use 7% and other use 1%.  Historically, Groton’s cold winters have accounted for our peak usage, with the Town setting a new record every year.  However, this trend has changed towards a summer peak because of high air conditioning use.  The addition of the refrigeration load at the new Shaw’s market and a short summer heat wave combined to produce an 8% increase in our peak electrical demand.  We should remain a summer peaking utility for the foreseeable future.  

Growth Trends
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Over the last 30 years Groton has seen its population double, but even more significant is the fact that the average customer is using almost  twice as much electricity as 30 years ago.  Add in the fact that Groton's newest developments are typically very large homes with large air conditioning demand and you can see why our peak demand has quadrupled over the same period of time.  

As expected, our customer count continues to grow.  We activated 70 new services, and mailed out 4465 bills at the end of the year.  Our recent substation upgrade will meet our needs for 15 years, if the present growth rate continues.  

Reliability

We take great pride in our high level of service and commitment to reliability.  It is always our highest priority to respond promptly to interruptions in service and restore power in the most expeditious and safe manner, no matter the weather or the hour.  To maintain the level of service that Groton has come to expect, we rely significantly on training.  We are in the process of training two apprentice linemen to fill the vacancies caused by early retirements over the last few years.  Our training is so rigorous that it takes an apprentice three years before he is ready to work on the energized system.

In addition to our commitment to reliability, there are new national requirements to improve reliability.  In 2006 we began upgrading all of the relays and meters in the substation.  One of the relays that has been installed is an underfrequency relay.  The purpose of this relay is to automatically shed load in a section of Groton if the frequency of the electricity feeding our substation begins to decay.  These relays are being installed throughout the country due to new national reliability standards to hopefully avoid regional blackouts.  If a small amount of load is shed at every substation in a region, then the integrity of the electric grid may be maintained during times when a regional blackout would have occurred if this load shedding did not take place. 
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One of our goals is to have as few outages as possible while balancing the need for fiscal prudence.  Our commitment to this goal resulted in a new record for the amount of time an average customer went without electricity - only 31 minutes for the entire year.  This is the shortest duration that our average customer has been without electricity since we began keeping detailed records in the late eighties. Many factors impact reliability, not the least of which is weather. 

Financial Highlights

Our decision to raise rates less than our projected revenue requirement turned out to be the right one, as both the natural gas and oil markets settled slightly lower after their extreme price volatility in 2005. The lower-than-projected power costs enabled us to offer the “double discount” for both the June and November bills. We now have the fifth lowest rates out of 42 Massachusetts utilities for the average 500 kWh electric user, with some of our neighbors paying 91% more per kWh. We continue to closely monitor the volatility in energy prices and assess all available options to offer the lowest possible price.

Responding to earning a negative net income in 2005, we raised rates 22% on January 1, 2006.  With the increased rates for the year, we earned a net income that was 7.4% of plant value.  We invest the net income in improving the electric distribution system for the Town of Groton, which is a long-term benefit for all ratepayers.

No one knows what the wholesale electric markets will bring in 2007, but Groton Electric Light will continue to provide great service, the highest degree of reliability and the lowest possible cost, all of which Groton residents have come to know and expect.  We appreciate the confidence and trust you place in us and we are proud to be one of only 40 community-owned and operated electric utilities in Massachusetts.
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Sincerely,








Doris A. Chojnowski








Manager
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