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McNeil Station Joint Ownership Operating Committee Meeting Minutes

The meeting of the McNeil Station Joint Ownership Operating Committee convened at 12:00
P.M. on Tuesday March 17, 2020 at the McNeil Generating Station.  Present: David MacDonnell, BED, Betsy Lesnikoski, BED, Paul Pikna, BED, Phil Bour, Evergreen, and by phone, Ying Liu, BED, Munir Kasti, BED, Paul Alexander, BED, Darren Springer, BED, Emily Stebbins – Wheelock, BED, James Gibbons, BED, Ken Nolan, VPPSA, Douglas Smith, GMP, and Michael Ahearn, Evergreen.
Others Present:  Colleen Rouille, BED

1. Agenda

D. MacDonnell, BED, made a change to the agenda.  The fuel procurement update was changed from being presented by Don Tobi, BED to Betsy Lesnikoski, BED.  D. Springer, BED, made a motion to approve the amended agenda; the motion was seconded by D. Smith, GMP, and approved by all Joint Owners present.

2. Review of Joint Owner Operating Committee Meeting Minutes of October 21, 2019

No changes were made to the minutes.  D. Springer, BED, made a motion to approve the Joint Owner Committee meeting minutes of December 3, 2019; the motion was seconded by D. Smith, GMP and approved by all Joint Owners present.
3. Public Forum

There was no one present from the public.

4. Property/B&M Insurance Renewal Update
P. Alexander, BED, gave an update on the Property/B&M insurance renewal referring to      BED’s Property Quota Share Program Structure document.  P. Alexander, BED, said that Burlington Electric’s current policy with AIG Insurance, one we have had since 2002, has cut their capacity.  This means the amount of insurance AIG is willing to cover went from 100 percent to 20 percent, and then changing to 30 percent.  The policy with AIG was extended from 10/1/20 to 11/20/20.  Burlington Electric Department was paying around $228,000 on an annual basis, which has now grown to $579,330.  This policy will be renewed on 11/20/20 and P. Alexander, BED, is currently negotiating the price and coverage for the new policy.   AIG Insurance Company is only covering 30 percent of the coverage for McNeil. Starr Tech is covering 50 percent and Zurich will cover the remaining 20 percent.   P. Alexander, BED, said that the McNeil Station is run very well and is clean, but generation assets right now in the industry are causing some concern due to some big losses in generation by these carriers, especially AIG.   The large increase in premium and the lower coverage was communicated to the Burlington Electric Department in late August.  Since then, the cost and coverage has been split between the three carriers for the McNeil Plant.  $551,229 was budgeted in the current Burlington Electric fiscal year budget and this amount will be reflected in the Joint Owner calendar year budget.  D. Smith, GMP asked if this change was a judgement on McNeil in particular, instead of an industry wide loss for the insurance companies.  He asked if this encompassed all types of plants or bio-mass plants.  P.  Alexander, BED, said that AIG insurance had a large loss from a bio-mass facility last year.  The McNeil plant is considered a very low risk which is why AIG still wants to partially cover us as well as the other insurance companies.  K. Nolan, VPPSA, added that the increase is more than bio-mass plants because he has seen the increase in other generation facilities no matter what type of fuel type is used.   D. Smith, GMP, asked what the nature of coverage was and what it covers.  P. Alexander, BED, said B&M means boiler and machinery and that covers the property, the machinery, and anything in the plant with a varying deductible on different parts and pieces of the plant.      
5. Overview of Operating and Generating Reports for November and December 2019 and January and February 2020
D. MacDonnell, BED, summarized the operating reports for the month of November and December 2019 and January and February 2020. In November 2019, McNeil had a capacity factor of 47.8 percent. There was a reduction and limitation during the month which was caused by an R.S.C.R booster fan bearing failure.  In December 2019, McNeil had a capacity factor of 76.5 percent.  Reductions and limitations for the month were two economizer tube leaks.  The fourth quarter REC’s ended for 2019 and NOX emissions for the quarter were .070 MMBTU which qualifies McNeil for the Connecticut first class one REC’s.  In January 2020, McNeil had a capacity factor of 65.7 percent.  The reductions and limitations for the month were a front water wall drain line leak and a “B” belt coupling failure.  In February 2020, the capacity factor for the month was 72.3%.  The reductions and limitations for the month were caused by tw0 economizer tube leaks and a circulating water pump failure.  D. Smith, GMP asked if the economizer leaks would be addressed in the upcoming planned outage.  D. MacDonnell, BED said this will be addressed in the next planned outage.  
6.  Fuel Procurement Update

B. Lesnikoski, BED, updated the Joint Owners saying that McNeil started this winter with a low wood supply.  It was a warm and wet December and January, so it was very slow getting wood.  McNeil put an incentive in place for suppliers and gave them around 25 percent above their actual deliveries.  If the suppliers made the incentives, they were paid two dollars more per ton on all tons delivered.  McNeil had a good response to this incentive.  Most suppliers were able to make their numbers for the incentive most weeks of the winter until this past week.  Right now, Vermont is beginning mud season with posted roads and we are seeing deliveries drop off dramatically which will continue over the next several weeks.  D. Smith, GMP, asked what McNeil’s current inventory of wood is.  B. Lesnikoski, BED, said that currently McNeil has a 10 ten-day supply of wood between Swanton and McNeil.  The goal is to move wood out of Swanton as soon as possible and get it to McNeil to be used.  The round wood has been chipped at all sites, so this wood has been used up.  McNeil is looking to build this stock again, but we are competing with other markets for that product.  
7.  Financial Review  
Y. Liu, BED, said that the total expenses on the calendar year to date budget through January 2020 are $2,146,436. This is $835,887 below budget. The area that was notably underspent was the fuel expense by $649,822.  The total budget, minus fuel, through January 31, 2020 was underspent by $186,064.  We will continue to monitor the expenses against the budget.
8. McNeil Operating Statement

Y. Liu, BED, presented the McNeil operating statement with McNeil revenue and expense for fiscal year to date through January 31, 2020.  Also included is calendar year to date through January 31, 2020. In the January fiscal year to date 2020 numbers, the total revenue was $10,565,210 compared to 15,553,823 in January fiscal year 2019. The total fuel expenses were $9,520,223 in fiscal year 2020 compared to $9,210,822 in fiscal year 2019, and the total other expenses including depreciation were $5,414,615 in fiscal year 2020 compared to $5,295,289 in fiscal year 2019. The net loss before interest expense including depreciation was ($4,369,628) in fiscal year 2020 compared to a net income of $1,047,711 in 2019.  The net loss in fiscal year 2020 was due to decreased revenue.
In the January calendar year to date 2020 numbers, the total revenue was $1,032,969 compared to $2,244,017 in calendar year 2019, the total fuel expenses were $1,499,874 in calendar 2020 compared to $1,710,665 in 2019 and the total other expenses including deprecation were $778,623 in 2020 compared to $730,570 in 2019. The net loss before interest expense including depreciation in calendar year 2020 was ($1,245,528).  This is compared to a net loss of ($197,218) in the January calendar year to date 2019 number. There are no significant fluctuations in terms of expenses in calendar year 2020.  
9. Evergreen / District Heating (J. Gibbons / Evergreen)
J. Gibbons, BED, began by introducing the Evergreen team to all present.  Currently, District energy is moving forward with the Evergreen consultants. A new proposal is streamlining district energy to a system that is driven by the University of Vermont Medical Center, and this will be steam based instead of hot water based.  The intent of this change is to see what the most cost-effective starter district energy system would be.  Evergreen has done an initial look at the phase two base level economics of the project.  It looks like the steam-based project is more economical which has been unknown up to this point.  Also, it appears that it is cheaper than decarbonizing by pursuing renewable natural gas.  J. Gibbons, BED, said Burlington Electric Department is pursuing a grant to help fund some of the detailed engineering work for district energy.  D. Springer, BED, said there is federal funding in the form of a demonstration grant, specifically designed to support district energy.  This grant is for integral systems with district energy supported by a renewable generator.  The McNeil project qualifies for this grant and we are hopeful to get some funding from this.  D. Springer, BED, had a preliminary phone call with the Department of Energy about submitting proposals for the grant to be awarded by the end of the year.  The grant is in the amount of ten million dollars.  J. Gibbons, BED, said we hope to get all or some of that money.  This could change the capital costs for the customers involved.  Evergreen is in Burlington working on phase two of the project to convert the planning estimates to a much more detailed engineering estimate of the cost of constructing the proposed district energy system.  Burlington Electric Department has a memorandum of understanding with the University of Vermont Medical Center and Vermont Gas Systems, so the cost share is between these entities and Burlington Electric Department.  The hospital has committed staff time to investigate the operational aspect of the project.  They will be meeting with the Department of Public Works, Vermont Gas Systems and McNeil for discussions on this part of the project.  M.  Ahearn, Evergreen, added that part of the process would be looking at the technical component of this project.  The three distinct areas for the system would be the interface at the McNeil plant, the distribution system to get up to the hospital, and then the interface at the hospital, both from a physical aspect as well as an operational aspect.  Evergreen will be enhancing the design to a point where they will be able to work with local contractors to obtain pricing.  Ultimately the refined model will be market tested with current construction pricing with each component of the work involved in the project.  When the financial model is refined, Evergreen will be working and collaborating with the partners to identify the optimal organizational structure and financing structure for the proposed system incorporating any grants that have been awarded to the project.  The refined model, with the report, would include primary risks of implementation and mitigating strategies for each of those risks, as well as the next steps to achieve the implementation to move forward with the overall project.  D. Smith, GMP, asked what the scale of capital costs would be.  Evergreen answered this question by saying that the capital cost estimate is around 16 million with the McNeil plant portion being about 3.5 million which would be reduced by any grants awarded.  K. Nolan, VPPSA, asked if committing to a district energy project that is steam based energy from McNeil, will we be committing to thirty more years of the McNeil plant running and is this feasible.  D. Springer, BED, answered that this information would be part of the second phase.   One option would be that McNeil would provide the thermal energy as long as it is operating, but it would not be contractually be obligated to run, and that there would be an option to purchase the plant to continue operations.  Also, to have the right to build a smaller thermal generating facility on site.  This conversation happened with Corix, the previous consultant, but has not yet been discussed with Evergreen in phase two.   
10.  Draft Wood Purchasing Policy (J. Gibbons)
J. Gibbons, BED, said that he had been asked to draft a purchasing policy for McNeil following some discussions with suppliers who were not happy with the understanding of how new suppliers could enter the McNeil supply chain.  J. Gibbons, BED, drafted a draft policy that was shared with the electric commission last week and is designed to maintain the McNeil wood supply, to recognize the reliable supplier as being the suppliers of first choice, and to provide new suppliers a form of entry into the market.   This is especially applicable when the suppliers are not able to deliver the quotas, they said they want to deliver.  The structure is revolving around a base load type of wood contract, a seasonal type of wood contract and on call wood contract.  These are designed to deliver wood that we need for the year round portion of our operations, to deliver wood when we would like to run more in the winter and to allow us to react to unexpected market conditions that were not known when we prepared the original budget for wood consumption.  The seasonal wood contract for winter would be based on the months of September through November designed to put the wood in place before the winter period when the wood is going to be used.  The wood has been hard to get when McNeil needs it in the winter, and this would help with this issue.  J. Gibbons, BED, said that he thought the Joint Owners would want to approve this policy.  J. Gibbons, BED, said this was not meant to replace what we currently do, but to make it more efficient and that he would send the policy in an email after the meeting.     
11.   McNeil Economic Study (J. Gibbons)
J. Gibbons, BED, commissioned an economic study for the period of 2019 on behalf of the Joint Owners at a cost of $10,000 by Innovative Resource Solutions.  This report would be released to the public at some point.  The report disclosed that the McNeil plant made a modest amount of money, and without the plant’s operation, the utilities would have been slightly worse off. McNeil contributed significantly to the Vermont and regional economy.  The report does recognize that some of the things that went into creating a profit last year, are going to be changing over time and that it is also very possible that within the next one to two years McNeil will be losing a small amount of money, but at the same time would still contribute to the Vermont economy.   J. Gibbons, BED, asked that the Joint Owners review this study and get back to him with any comments.  The Joint Owners will come up with questions about the report and get back to J. Gibbons, BED.

12.  BED – G.M. Update (Darren S.)
D. Springer, BED, mentioned the pandemic has affected business by having Burlington Electric Department non-essential employees work from home.  All essential employees will be reporting to work at McNeil and Pine Street to ensure reliability to the systems and to ensure the ability to respond to outages.  There will be several functions done remotely.  McNeil will be looking at several capital projects that may need to be postponed for safety and health purposes including the planned McNeil outage scheduled in April.  D. Springer, BED, has asked the team at McNeil to look into a new date for this outage possibly rescheduling this into the fall of 2020 to be safe with all the contractors that come to the plant when doing the outage.  Safety is a priority.  The Joint Owners agree.  D. Springer, BED, said that he wishes that the entire Evergreen team could have been on site to present the district energy item, but wanted to welcome them.  D. Springer, BED, said the only other item he wanted to present was a legislative item.  Prior to the legislature taking a break, the legislation related to Ryegate and that plants contract, was a provision possibly being pursued by the Agency of Natural Resources Fish and Wildlife to peruse bill back authority for work that they do related to Ryegate.  They were not seeking similar authority for McNeil, and would not be looking to do so, unless we came in with a similar legislative request for state contract assistance or if we requested to open our permits.  McNeil does not anticipate doing this.  The volume of work they do for Ryegate may be more significant than the work that takes place for McNeil.  B. Lesnikoski, BED, said that all Vermont wood must go through the harvest notification process and be signed off by the state Fish and Wildlife biologist.  Sometimes that process entails site visits.  Ryegate does not have the notification process in place that McNeil does, causing the legislation process to include the Ryegate facility.        
13.   Plant Status, Operating/Maintenance Concerns (Dave M.)

D. MacDonnell, BED, said that the April 11-26 outage will be preferably moved to September 12 to 27 or September 19 to October 4 if approved by I.S.O. and VELCO.  Dave will be putting a request in soon.  The contractors involved said there would be no extra cost moving the date to September.  There will be between 50 to 100 contractors from all over the country involved in this outage.  The budget numbers will still be in the calendar year.  D. Smith, GMP, mentioned that GMP has a fiscal year that ends the end of September.  He said this second date may impact GMP’s budget.  D. Smith, GMP, said he would get back to D. MacDonnell, BED, if the dates are an issue. K. Nolan, VPPSA, said he had no issue with the date change.  D. MacDonnell, BED, said there is a concern that the corona virus is brought into the plant.  It takes a shift of 4 people to run McNeil.  He is concerned about the staff and they are reminded to be careful not to work if they are sick and to keep the plant and themselves clean.  
14.  Other Business
 There was no other business.   
15.  Schedule for Next Meeting
The next Joint Owner meeting is scheduled for June 16, 2020 at noon at the McNeil farmhouse.

16. Adjourn

D. Springer, BED, made a motion to adjourn the meeting at 1:30 pm; the motion was seconded by D. Smith, GMP, approved by all Joint Owners present.


