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MINUTES

Groton Electric Light Department




           June 19, 2006

Present:  Commissioners Bruner, Hersh, and Lindemer, Manager Chojnowski, and Assistant Manager Kelly. 

Also present: Kevin Wright, Director of Supply and Trading for the Massachusetts Municipal Wholesale Electric Company (MMWEC) and Joe Roy, Director of Generation Services for MMWEC.

The meeting was called to order at 7:30 p.m.
    

BOARD REORGANIZATION
Due to the recent election, the Groton Electric Light Board reorganized in accordance with our Policy Statement.

Mr. Lindemer MOVED:

TO REORGANIZE ACCORDING TO DEPARTMENT POLICY AND ELECT MR. HERSH AS CHAIRMAN AND MR. LINDEMER AS CLERK.

The motion was seconded and ALL VOTED IN FAVOR.

MMWEC

Mrs. Chojnowski informed the Board that we have 45 days to decide whether or not to participate in the next phase of MMWEC Special Project 2006A.  Groton’s share of this phase will be about $70,000.  She introduced the new MMWEC Director of Supply and Trading, Mr. Kevin Wright. Mr. Wright gave a brief resume and then began to describe his new department at MMWEC.  He will be leading up the team that will be hedging the electricity market exposure for the MMWEC members as well as hedging natural gas and fuel supplies for Stony Brook.  Mr. Wright introduced Mr. Joseph Roy who has the new title of Director of Generation Services.  Mr. Roy presented the electricity needs of the MMWEC membership for 2010, which are significant.  When that fact is combined with the member’s waning faith in contracts and the region’s projected deficiency in generation capacity, his position is that we need “bricks and mortar” (generating assets).  If we do nothing, by 2012 MMWEC members will have market exposure of 61%.

Since MMWEC is a non-profit organization and can get tax free financing they have a significant cost advantage when building a generation facility.  Currently the most efficient turbine for a generating plant is the F-Class turbine with advanced technology and Mr. Roy recommends a dual fuel combined cycle plant as the best use for that turbine.  His recommendation is based on efficiency, economies of scale and the overall objectives.  He believes coal gasification and nuclear will be options to meet our electricity needs in 2020, but due to permitting issues and politics, natural gas and oil are the only fuels available for a plant to be operational in the 2010 time frame.

Groton is expected to have capacity needs of approximately 20.5 MW in 2010 and since 

MMWEC recommends that nobody should have more than 20% of their load in any single project, Groton could take 4.1 MW of the capacity of the proposed plant.  

Mr. Lindemer mentioned that the fuel supply is absolutely critical and that securing the fuel should be one of the highest priorities moving forward.  There was some discussion about the need for liquefied natural gas terminals for the New England region since natural gas supply is presently so tight.  Mr. Lindemer asked Mr. Roy what he saw as the biggest risk to this project, and Mr. Roy stated that the fuel supply is the number one risk.

Mr. Roy stated that the large generating over capacity from the 1990’s is to our advantage because there exists a large number of plants with a higher heat rate than what MMWEC is proposing to build.  All of those plants will need to be displaced by new construction before the proposed plant will be prevented from operating as a base load unit.  Mr. Roy stated that we get the best efficiency by combining one gas turbine with one heat recovery steam turbine and one steam boiler, this configuration would result in generating capacity of 240 MW in the summer and 280 MW in the winter.

Mr. Lindemer stated that the financial results would be better if MMWEC doubled the output of the plant and used two gas turbines.  If you are going to build a plant, you should get the most efficiency and the best financial situation.  Mr. Roy mentioned that the MMWEC Board would need to be involved before there could be an increase in the scope of the project.  He also mentioned that there was a regional meeting on June 29 regarding this project and it would be helpful if Mr. Lindemer would present his information at that meeting.  Mr. Lindemer agreed to attend.

Mr. Roy stated that what MMWEC needs at this point is affirmation that Groton is interested in going forward and would sign a participation agreement.  There was unanimous agreement among the Board that there was interest in going forward.  Mrs. Chojnowski is reviewing the participation agreement and will have a recommendation regarding the signing of the agreement at the next meeting.  Mr. Lindemer stated that “bricks and mortar” (generating assets) have value to us and that the market is unfriendly toward entities that are short on power.  He also stated that he felt very strongly that MMWEC should consider building a 500 MW plant with two gas turbines.

MINUTES

Dr. Bruner MOVED:

TO ACCEPT THE MINUTES OF MAY 15, 2006 AS WRITTEN.

The motion was seconded and ALL VOTED IN FAVOR.

Dr. Bruner MOVED:

TO ACCEPT THE EXECUTIVE SESSION MINUTES OF MAY 15, 2006 AS WRITTEN, BUT NOT TO RELEASE THEM UNTIL THE ISSUE IS CLOSED.

The motion was seconded and ALL VOTED IN FAVOR.

MANAGER’S REPORT

Due to the lateness of the hour, it was suggested that the remainder of the meeting be condensed.  Mrs. Chojnowski passed out the Manager’s Report and mentioned that the annual inspection of the substation would begin on Wednesday, June 21.

Through April 2006, kWh sales were up 1.3% over 2005.

Cash flow has stabilized and our cash on hand is up over $5 million.

BUDGET REVIEW

Mrs. Chojnowski distributed a handout of the budget through April 30.  Primarily due to our purchase power expense being lower than projected, our estimated net income as of April 30 is over 5% of gross plant value.  By statute, our maximum annual net income is 8% of gross plant value.  Because our finances are looking healthy at the present time, Mrs. Chojnowski recommended that the Board approve a double discount on the June 30 billing, for those customers who pay their bill by July 10, to compensate for the double discount that was canceled on November 30.  Mrs. Chojnowski stated that a double discount would mean the reduction in income of about $55,000.  She also stated that it was premature to talk about a rate decrease since it was impossible to predict what would happen to the wholesale energy markets if we have a hot humid summer.  Mr. Lindemer mentioned that if we allow the double discount, we need to clearly communicate that this benefit was primarily due to the warm winter.

Dr. Bruner MOVED:

TO APPROVE A DOUBLE DISCOUNT ON THE JUNE 30 BILLING FOR THOSE CUSTOMERS WHO PAY THEIR BILL BY JULY 10.

The motion was seconded and ALL VOTED IN FAVOR.

OTHER BUSINESS

Dr. Bruner is concerned that various entities may attempt to modify the current understanding regarding the Station Avenue property.  He offered a resolution stating that the proceeds of the sale of the Station Avenue property would accrue exclusively to the Light Department.  Mrs. Chojnowski mentioned that we have written recognition of that fact from the Selectmen.  Mr. Hersh mentioned that his concerns are with each Town Board proceeding in a timely manner.  Mr. Lindemer stated that we should write a letter to each Chairman involved with the development of the property.  Mrs. Chojnowski stated that we would draft a letter with stronger language to communicate the position of the Board to the various town entities.

Mrs. Chojnowski brought the current tuition policy to the attention of the Board.  Presently the Light Department will reimburse an employee’s tuition expense if the course has a direct benefit to the department, or is towards a degree, but the employee is responsible for all fees and books.  The cost for books has been increasing significantly and some of the employees have asked whether this benefit could be expanded.  After some discussion, the Board decided to think about expanding this benefit and continue the discussion at the next meeting.

The Town has received a claim by certified mail regarding an incident from two years ago that our insurance carrier is handling.  The insurance carrier feels that the claim is bogus and is fighting it.

Mr. Kelly will be representing the Light Department at an ISO-NE stakeholder workshop on achieving greater energy efficiency in Massachusetts and New England on June 22.

NEXT MEETING NIGHT:

It was agreed that the next meeting would be July 6, 2006, at 7:30 p.m. 

Agenda items having been concluded, the meeting adjourned at 9:45 p.m.









Respectfully submitted,









Kevin P. Kelly


