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MINUTES

Groton Electric Light Department





July 11, 2022
Present:  Commissioners Fisher, Hersh & Lindemer; Manager Kelly, Assistant Foreman Patterson, and Business Manager Lemire
Also Present: Brigid Killian, Neil Slavin, Judy Anderson
Present via Zoom: Mike Manugian

The meeting was called to order at 5:02 p.m.
MINUTES
Mr. Lindemer MOVED:
TO ACCEPT THE MINUTES OF JUNE 13, 2022, AS IS.

The motion was seconded, ROLL CALL VOTE Hersh – aye, Fisher – aye, Lindemer-aye.

MANAGER’S REPORT
Mr. Kelly discussed the manager’s report and updated the Board on tasks and projects since the last meeting.
Mr. Kelly mentioned that the June average daily temperature was 2 degrees cooler than last year resulting in a drop of 8% in kilowatt-hour (kWh) sales.  Therefore, we are down 0.55% for the year, but still up 1.52% for the five-year average.
Cash

Mr. Kelly distributed a minimal Manager’s Report because of vacations and he wanted to mostly focus on the cash situation.  Mr. Kelly noted that due to skyrocketing power costs in the spring, GELD is in the danger zone regarding cash on hand. He distributed and discussed a spreadsheet titled “Natural Gas price rollercoaster”.  He explained how natural gas was nearing $6.00/MMBtu on April 1 which initiated the rate increase on the April 30, 2022, bill.  Since then, natural gas has risen to $9.00/MMBtu and has slowly decreased back to $6.00/MMBtu as of today. Mr. Patterson will discuss specifics in power supply.
Substation Testing
As a refresher, Transformer T1 failed during testing in February 2017 and was followed up by substantial reconditioning of the transformer during the summer of 2017.  For a reference point, when it failed, the combustible gas in ppm was 7,510.  Last year, the combustible gas was at its lowest level since the work was done in 2017 at 51 ppm.  This spring the combustible gas remains at 51 ppm.
E4 testing
The old E4 failed annual testing on multiple levels. The new E4 was put into service this winter and old E4 went into retirement.  All vehicles are extensively tested annually. We received bad news on our spare bucket truck – it failed in many significant ways.  If we were to fix it, the cost would be approximately $25,000 in repairs and the repairs would take a long period of time to complete. Mr. Kelly issued an ITB (Invitation to Bid) while used vehicle prices are elevated to see what we might get for it.  It is being advertised and bids should be in 
before end of August. 
KWh sales for June were down 8.00%; sales are up 0.55% for the year and up 1.52% for the five-year average.  

POWER SUPPLY 

Mr. Patterson distributed the “Market Outlook” for Fuel and Power for July 5, 2022.  He updated the Board on the current power supply situation.
He noted that for the month of June, natural gas prices were at their highest point since the mid-2000s.  For a couple of days in June, the price was over $9.00/MMBtu peaking at $9.32 on June 6.  Then over the next few weeks, it fell over a third in price down to levels below $6.00/MMBtu for the first week in July – prices have not been that low since April.
Due to a fire at the Freeport LNG terminal in Texas – natural gas storage has benefitted. That facility was exporting 2BCF (billion cubic feet) per day that is now being stored and also brought natural gas prices down in the U.S.  However, the downside to the fire is for Europe – they saw an increase due to the fire and dealing with the Russian/Ukraine war.  Today’s natural gas spot price in Europe is at $47/MMBtu.
It seems impossible to predict what will happen with the natural gas price at this point.  Looking at the traded energy futures on the fuel handout analysis, gas prices may stay in the mid $5.00/MMBtu to mid $6.00/MMBtu long term into next spring but cannot predict with any certainty.
Today in New England, the real-time price at the Algonquin City Gate was $5.07/MMBtu while natural gas futures were trading at $6.40/MMBtu.

Looking at gas storage data on the “fuel” handout, the storage is 10% lower than a year ago and 12% lower than the five-year average.  That is an improvement of 5% and 7% from last month respectively. 
The U.S. has quite an uphill battle now that we are into filling season and building reserves. There are many global variables and uncertainties.

Mr. Patterson discussed the peak power at NEPOOL over the last month and noted that the average peak power in June was $74.00 per megawatt-hour (MWh).  That is more than double the price compared to the five-year average price of $31.00 MWh.  Off Peak power in June was $63.00 per MWh – that is almost triple the five-year average price of $22.00 MWh.
When looking at the MMWEC Indicative Forward on-peak price; although natural gas prices have been trending down, power costs in June did not significantly change.

After the purchases made last month, GELD’s open positions are more covered and have improved for the upcoming summer peaks. There are still some holes, but Mr. Patterson does not recommend any purchases at this time.
For the upcoming winter, GELD is covered 60% for peak power and 40% for off-peak.  The prices for winter power are still astronomically high and hard to justify any purchases.
Mr. Kelly displayed a spreadsheet showing GELD’s open position hour by hour – it’s MMWEC’s spreadsheet titled: Open position monthly heat map.  It shows that the load increases as solar decreases in the afternoon.  The problem is, from 8:00 AM – 11:00 AM GELD is almost fully covered when prices are typically lowest and substantially open during the evening hours. In the future, GELD could charge batteries early in the day if we had to sell power when the sun is shining, and the wind is blowing; but the current proposed battery project of 10MW would not make a substantial difference.  As more batteries are added to our infrastructure, it could help this situation.  Evening hours are much less covered, so MMWEC is trying to find a “evening strips” only product.  Mr. Kelly will keep the Board updated.
RATE STABILIZATION
A few weeks ago, Mr. Kelly was expecting to ask the board about another sizeable rate increase.  However, there is now a lack of urgency because natural gas prices have been trending favorably in the last few weeks.

GELD did take a financial hit over the last three months after a winter of negative cash flow; so, if we are going to observe the markets and not make any rate changes at this time, Mr. Kelly recommends a $200,000 withdrawal from the Rate Stabilization Fund to keep things “stable” over the summer and to be able to put some money back into depreciation.  He noted there is currently $900,000 in the Rate Stabilization Fund.

The Board did not want to withdraw from the Rate Stabilization Fund at this time.
RATES

Battery Charging

At the last meeting, the battery charging rate was changed to $0.12 per kWh when the average overnight cost was over $0.06 per kWh and there was fear of it increasing.  The overnight cost for the first week in July has averaged $0.041 per kWh.  Mr. Kelly will watch this and may decrease this charge if the overnight cost remains lower.
TOU Rate

Mr. Kelly distributed a spreadsheet titled “Net Income at various rates” showing different Time-of-Use rate combinations based on the rate tool analysis.  He is recommending either the 8/40 or 7/43 rate to replace the 4/40.  This will give GELD a 5% net income if natural gas stays in the $6.00/MMBtu range.  There was discussion about batteries, rebates, and community batteries.
Mr. Hersh recommended seeing how the two 5 MW batteries being proposed work first before discussing other battery options. 
After some discussion, it was decided that a one-topic rate meeting will be scheduled.
AMR UPDATE
Mr. Kelly updated the Board on the new AMI system. Eight hundred meters have been deployed and all linemen are installing new meters for the next two weeks.
BATTERY UPDATE
Mr. Kelly updated the Board on the progress of the contract between GELD and DeLorean for the Battery Energy Storage System (BESS) for the Florence Roche Middle School. Town Counsel and GELD Counsel are in basic agreement and working on the necessary details for GELD to lease the site for the battery, assuming ownership of the land will change in the near future. The Town is planning on selling the land to the school district after the completion of the new school.
SUCCESSION PLANNING

Mr. Kelly distributed three substantial documents that will need to be agreed upon over the next few months: 
Succession Plan


Manager Job Description


Manager Job Posting

Mr. Kelly recommended posting a one-topic meeting on the subject or allowing a substantial amount of time at the next board meeting.  The Board decided on adding this topic to the next board meeting.
LONG TERM STRATEGY

Discussed in other topics.
NEW/OTHER BUSINESS

No New/Other business
It was determined the next one-topic meeting on rates is scheduled for Tuesday, July 19, 2022, at 5:00 p.m.
It was determined the next regular meeting is scheduled for Monday, August 8, 2022, at 5:00 p.m.

Agenda items having been concluded; the regular meeting adjourned at 6:09 p.m.







      














Respectfully submitted,

      
Tammi Lemire
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