AUBURN MUNICIPAL POWER AGENCY MEETING MINUTES

MONDAY, MARCH 8, 2010

AT 4:00 P.M.

Members Present:  
Dennis Zach, Chairperson, John Montone, Nancy Hussey, Luke Rybarczyk, Mike Luksa, and Krste Biljanoski 

Member Absent:

Vijay Mital, William Graney, and Nicholas Brindak

Staff Present: 

Christina Selvek, Mayor Quill, Vicky Murphy, Tony DeCaro 

Chairperson Dennis Zach called the meeting to order at 4:00 p.m. on Monday, March 8, 2010.    This is Jonathan Stack from Cantor CO2e, we will open up with you doing a presentation so you can do what you need to do afterwards.  

Mr. Stack:


Thank you nice to meet you all.  My name is Jonathan Stack and I work Cantor CO2e I will give you some cards when I get ready to leave.  My role is we sent a response to your RFP for the carbon credits being generated by the landfill as well as the renewable energy credits and I work my primary roll here is to work the project and try to help find buyers for those credits at the most optimum price.  Before we sell the credits we need time to get them developed, listed with a registry system and then verified by an independent third party and sold.  Our proposal was sent to the City and the City was asking for help doing that seeing what kind of costs are involved.  I don’t know if you all have seen the proposal we sent?  Ok, so I will talk a little about Cantor CO2e a little quick.  Cantor CO2e is a very small division of a company called Cantor Fitzgerald, which is headquartered in New York City, and we started out with the environmental brokerage business in 1992.  After the Clean Air Act we mostly the business was revolved around a Federal Trade program in the late ’90’s we started to see this carbon coming to the US the Kyoto protocol which was part of a world wide system to cap carbon emissions and trade the credits.  In 2000 the US pulled out from Kyoto protocol leaving the rest of the world to go ahead with it.  Cantor business we stayed in the environmental brokerage but the carbon business moved to Europe due to the market being over there.  A few years ago we saw it picking up here in the US and we have been here for about 3 ½ years.  We work with several municipalities on the east coast, west coast, town and country, dairy farms Sunnyside down the road is a client of ours we are doing their carbon credits.  

What we definitely propose to do unlike other companies we don’t come in and try to buy your credits, not our business we try to cut that middle guy out and draw to a higher price in the market.  Because of that we don’t put financial risk we don’t pay for the third party cost the verification cost, which others might.  I think we put that in our proposal.  To hire an independent third party verifier should be able to pay for yourself $20,000.  In some instances if the City comes up with that money up front they might be able to get a higher volume for the carbon credits.  

Another thing that we do too we go out into the market and try to find a buyer for the carbon credits who might be willing to offer a discount price and then they would pay for the verification cost.  But in reality if you were creating enough carbon credits you should be able to particularly if you have ten (10) years of carbon credits under the system that we would advise and if you come up with the $20,000 or $25,000 up front you don’t give up a lot for selling the credits where some people will say we will pay for the verification but we want to get the credits.  Essentially you are asking advice and we act as brokers when the time is right we will walk through the – we will get information from you that we need, we have engineer in Toronto that works for our group, we put the paperwork together, we help identify the third party verifier.  Get the paperwork listed with the Climate Action Reserve which is in California, couple pages of paperwork that has to be filled out then we get all the technical data together from the system as I understand the new system is not done as yet right?

Ms. Murphy:

We don’t have the proper meter.

Mr. Stack:


How long has it been running?

Mr. Montone:

Since February 10th.

Mr. Stack:


Ok, so it is pretty much brand new, I advise that you want to put it on in order that you get the carbon credits, we will tell you how to monitor the system, what measurements to take, daily methane readings, gas flow, temperature measurements.  The flow meters have to be calibrated every quarter according to CCAR.  These are all things that if you are not doing that, if you do it to their protocol you get the maximum amount of carbon credits.  We advise all that, the way we proposed it to the City is that we will not charge for that advisory.  There are two (2) ways that we can do this.  We can either charge a flat brokerage fee of 5% of the carbon credits or get you a net price from a potential buyer and not charge you a brokerage fee at all.  So we would just say ok willing to pay $4/ton and we get them to pay $4.50 we keep the difference.  There are a couple of ways that we do it we have done it for other municipalities that don’t like to pay a brokerage fee.  But essentially our average brokerage fee is we get paid for the paperwork, submit monitoring plans, management of the verification and then we try to brokerage the carbon credits.  But we have decided to do it a little different with you guys because the up front costs are something of a concern; money is probably hard to come by.  That is essentially what our proposal said in a nutshell and also interested in renewable energy credits too because we have many clients other than NYSERDA that would be buyers of these credits, other people in New York State.  Does anyone have any questions?

Mr. Zach:

Typically how soon before you can actually start looking once we get verified so many carbons and how many tons before getting revenue out of your credits?

Mr. Stack:

In this case because of the start date February 10 of this project probably a while before you get any credits verified, six (6) months probably the earliest.  You have to pay the initial verification is the most expensive, like $20,000.  There is no sense in paying that money only for a few credits, I would wait six  (6) months even a year maybe from the time the credits start.  Get the project listed it will take a few days to list the project with CCAR then we would come in and do the technical review of everything that is there, what needs to be there, what is there.  The most important part is recording keeping of these credits.  Initially the first thing that has to be done is listing the project.  Then we go out and talk to some verifiers, get the best price we can, set a date for verification and they will issue a report which could take months.  We hired a verifier in November and it is March now and I still don’t have a report.  It can take time.  There are not too many verifiers, maybe five (5) that are sanctioned.  You are not going to do verification for a while.  But that doesn’t stop us from marketing the credits.  Once we have an analysis and get a feeling for how many you are going to have you find buyers and say this is what we have, this is what they are looking for this will keep you abreast of the market conditions and you can always sign a contract for payment.

Mr. Zach:


So basically step one (1) would be to register immediately right?

Mr. Stack:


Yes.

Mr. Zach:


Step two (2) pick out a verifier?

Mr. Stack:


If you gather all the information on the project for analysis.

Mr. Zach:


Then pick out a verifier otherwise the market we are looking at selling recording what our tonnage is for year and then selling it?  

Mr. Stack:


The credits are traded on a calendar year basis.  2010 credits will get verified at the end of 2010 delivered sometime in early 2011 by delivery is verified and put a stamp on it.  You are trading something that doesn’t exist.  

Mr. Montone:

The REC’s will be a separate agreement with your proposal?

Mr. Stack:


Same agreement, treated differently REC’s are traded more on a bi-annual basis front and back every year and because you are generating REC’s every day you can actually sell them more often.  Quite a bit of opportunity on the REC’s side.

Mr. Zach: 


Is there any particular other than actual kilowatt meters that are on the plant going out on the line is there any other certification required for that for the REC’s?  Or are they just basically going to take the power readings

Mr. Stack:


Take the meter readings New York is kind of a tricky market because NYSERDA is really a big buyer so as long as you can demonstrate that you created the power, assuming you are putting it on the grid or meter?

Mr. Montone:

Both.

Mr. Stack:


Both so they take either or.  Carbon is an intangible object we really have to get it audited.

Mr. Zach:


So basically it is a day one meter reading from when we started generating and then how long do you have to let it accumulate, six (6) months before you can sell?

Mr. Stack:


I would just because each time you do a transaction it is going to cost you something, take somebody’s time or legal to look at a contract so the more you can sell the more the more money you will make.  

Mr. Zach:


So basically if we sign and certify as far as the REC’s are concerned you believe six (6) months down the road from when we started generating to sell the first block?

Mr. Stack:


I would.  How many megawatts?

Mr. Montone:

Two (2) megawatts a day so we are up there pretty good.

Mr. Stack:


Is 99.5% always running pretty much?

Mr. Montone:

Yes.

Mr. Stack:


Sometimes I have a guy come to me looking for 10,000 New York State REC’s so I call you 

Mr. Montone:

We may want to get that on the books as soon as possible.

Mr. Zach:


We get registered, we verify and probably the top of the year then when we look at the first block of carbon credits to sell.

Mr. Stack:


Or sometimes before now and then we talk to buyers that are looking to buy five (5) years worth, the price is right, depends on how risky you want to be.

Mr. Zach:


Who has the risk when you do that?

Mr. Stack:


You both do, sign a contract and agree to a price so let’s say $6.00 in 2010, you went and created them and the price goes up to $15.00 you are out that money.  As long as you guys are in the right spot you have the right equipment on there you are documenting everything, good position for the future.  You may want to sell them at the end of every year.  We can advise you where the market is but no idea where it is gong, one day it looks good the next day it looks bad.

Mr. Montone:

As soon as they get rid of this health care situation we will have the trade pass.

Mayor Quill:

The news said today if we don’t pass health care, Cap and Trade and everything will be a long long time before that is done either.

Mr. Stack:


There are EPA regulations so they have a few things they are holding over Congress’ head, if you don’t do it we are going to do it.  If EPA determines that carbon is a hazardous pollutant or better they have to regulate it.  EPA is doing what they have to do.  If Congress doesn’t pass the bill, EPA are talking about doing their own.  

Mayor Quill:

John you mentioned it is a vintage year and we gave you a start up date of February 10, so would our date start February 10 or when we registered or when we are verified?

Mr. Stack:


The date you started putting gas into the equipment, which would be February 10.

Mr. Montone:

We will verify that.  

Mr. Stack:


If you had some gas in the Wastewater Treatment site years and years ago, we are going to have to talk to CCAR and say we have deducted between the 300S1 that was going out then and what ever is there now they are not going to give you that original 300SI, they will say only the new wells that have been created.

Mr. Zach:


Even though it has been off line for a year or whatever they are not going to let you get any history credits on what you did before just on the new wells?

Mr. Stack:


Yes because the older project would have had to be registered by November 17 of last year.

Mr. Zach:


How are they going to determine that how are you going to split that up measurement wise are you going to say ok we did have flow meters we know how much gas we used before just deduct that from the whole thing we are getting now?

Mr. Montone:

Landfill #1 is completed now anyway.

Mr. Zach:


The one landfill went down anyway.

Mr. Stack:


Did you have a flare there?

Mr. Montone:

We had a flare where the incinerator was.

Mr. Stack:


How many wells were in that system?

Mr. Montone:

At that time, I don’t know, but we could say six (6) or seven (7).  

Mr. Stack:


Are there going to be a lot more?

Mr. Montone:

Yes I think twenty-seven (27).  

Mr. Stack:


Looking at the capacity of that flare on the original system and it could handle enough gas for these new wells.  

Mr. Montone:

It is incorporated into the wells right now.  

Mr. Stack:


We have to look at it; we should be able to look at it pretty quickly and talk with CCAR, tell them we have a situation and they will give us an honest opinion.  They have this protocol they don’t like to deviate from it very much.  They have had complaints from a lot of people from waste management, large landfill companies have been trying to do this if you don’t have it to the letter of their law they will take it from your account and you will wind up with a small amount.  

Mr. Zach:


We have pretty good records but they not be super calibrated ones but basically know what the flows are and what they were before going in even before verification if you had that kind of data you could see what we were doing before and how much we are drawing now that sort of thing, you can give us a pretty good idea what would be eligible and what won’t be before we stick our necks out with verification and have a problem.

Mr. Stack: 


Yes.  To do the initial cost you have to join CCAR which is $500.00 and submit the project all of the documents could be out $1,000.00 just for them to look at it.  Your biggest risk at this point is to pay $1,000.00 just to find out you have nothing.  You have to get your place in line on that registry even if you don’t use it for a little while as you are trying to figure out what you do or don’t have, that is the biggest question because that is the first step is listing the project.

Ms. Hussey:


Will the listing expire?

Mr. Stack:


No.  

Mr. Zach:


Compensation wise putting the tonnage on 21 cents a ton or what is that all in your 5%?

Mr. Stack:


Generally negotiate that with the buyer.  To register it 20 cents for each ton so figure the price of the sale hopefully we would contract that before hand.  They invoice you for everything.

Mr. Zach:


So gross compensation to Cantor would be 5% of the gross net sales?

Mr. Stack:


Gross sales if you have 100,000 tons at $6.00 it is $600,000 we charge 5% that is the way we proposed it.  Whatever your costs are to get that $600,000 are your costs.  What ever you have to do to get yourself paid above that.  We want transparent costs so you know exactly how much money you are making.  We are no here to gouge you and try to make a bunch of money off you we have been here the longest and we will be here a lot of people have been going in and out business.

Mr. Zach:


Anyone else have any question?

Mayor Quill:

Your suggestion that we register that has no bearing on the REC’s is that correct?

Mr. Stack:


No bearing, totally different.  As long as the system is eligible there is no reason why it wouldn’t be, the REC’s are fine.

Mayor Quill:

I just want to make sure that we shouldn’t be registering both for the carbon credits and if we had to register for the REC’s at the same time, just wanted to make sure.

Mr. Stack:


I will get you whatever you need to make the REC’s are being documented as far as the proper authorities we will take care of that at the same time but again REC’s are NYSERDA was paying like $12.00

Ms. Selvek:


We are not eligible for the NYSERDA because we have NYSERDA grant money I did confirm that with them, there are other markets.

Mr. Stack:


No big deal there are a lot of green power marketers currently in New York State probably don’t pay as much as NYSERDA

Ms. Selvek:


Yes I know.

Mr. Stack:


Some people want to get their hands on all the REC’s. 

Mr. Zach:


Any one else?

Mr. Lupien:


When you talked about the old credits we might have been able to accumulate and maybe sell at a fraction?

Mr. Zach:


He is talking about history credits, you know what I mean a couple years ago some people I talked to said you could back a few years.

Mr. Stack:


There is a chance that you can go back but to be honest with you right now they are trading at like 15 cents a ton and it will cost you 15 cents just to even do it, it is not worth it.  They charge 15 cents to put the credit on their exchange.  Certainly we can look into it maybe get something for them, 5 cents or whatever compared to nothing.

Mr. Zach:


Is there a cut off date on history REC’s now or something new?

Mr. Stack:


Yes for the California program it had to be listed with them if it is older than six (6) months had to be listed with them by November 17th.  CCX you could probably do if you had something there.  Original flare may qualify.  We would look at it.

Ms. Selvek:


I noticed your worked for Steuben County in their landfill are they on CCAR?

Mr. Stack:


They tried to get on CCAR they actually went with a program which use to be called DRT one of the first kind of exchange registry in US.  A company is advising them, they are good we have worked with them they are Environmental Capitol, they may have even replied to this.  The person that bought the Steuben County carbon credits was actually Google in California Carbon Mutual.  They re-verified to the CCAR program so I think you can see that project now on CCAR.

Mr. Zach:


Any one else?  Everybody is happy?

Mr. Stack:


I will give you each of you a card and that way if you have questions individually feel free to email or call me whenever.  I am available; I should be coming out here at least other once or twice just because to work with Gregory down the road.  We just got his project listed with CCAR.

Mayor Quill:

Is that Sunnyside Farm?

Mr. Stack:


Yes.

Mayor Quill:

And why did you say the delay in it?

Mr. Stack:


Sunnyside is not taking that long, we just started Sunnyside.  Sunnyside just got listed with CCAR.  He is in the first stage, which is the listing, and now we are going to hire a verifier he has had his system up for about a year now, March of last year I think.  He should have some 2009 credits hopefully that will get verified.  Dairy farms particularly they have to pay the same verifier cost so they don’t create as many I think he has 3500 cows in that system they get 10,000 to 15,000 tons of manure for whatever reasons the credits crated on a dairy farm trade at a premium to landfill, all about voluntary buyers people like Google and other corporations if you did a press release to your clients it would show dairy farms lot bigger than the landfill and industrial process.

Any other questions?

Mr. Zach:


Thank you.

Mr. Stack:


Thank you for your time.

Mr. Zach:


I want to ask you this instead of sitting here and trying to deal with our three (3) carbon things to keep the meeting a little short, could we have a special meeting just on this Tuesday or Wednesday of this week?  We can’t get it on the agenda for Thursday anyway right you told me?

Ms. Selvek:


Right.

Mr. Zach:


So can we pick a day to make this decision together and not spend a whole bunch of time on it right now?  

Ms. Murphy:

Unless everybody has their minds made up.

Mr. Zach:


Nancy you have anything after 330 p.m. most days is ok with you.

Ms. Hussey:


Yes the later the better is good for me.

Mr. Zach:


So even if we had to meet down in the Council room downstairs say Wednesday of this week or Monday or Tuesday of next week?

Ms. Hussey:


Monday I won’t be available.

Ms. Murphy:

Does everybody know who they prefer right now?  I rather discuss it right now.

Mr. Montone:

I haven’t seen the proposal and I am sure those of you on the committee have gone through them all.

Mr. Zach:


Just trying to keep the meeting short is all. 

Ms. Selvek:


Do we have a quorum to make a recommendation to Council?

Mr. Zach:


We have a quorum?   Yes we do.  What do you think any body got any opinions?  I know who I like but I don’t want to lead with it.  

Mr. Biljanoski:

Why do you like them and which one did you pick?

Mr. Zach:


I like this outfit myself simply because the percentage is low, they have one of the biggest track records on marketing, REC’s and carbon credits both.  They run their own voluntary auction and several of the other bidders that we had go through their auctions to be honest with you.  The presentation we had the other day the young lady did a beautiful job, the thing I didn’t like about them was them wanting a five (5) year lockup plus they want 15% and if you noticed the re-verification and calibration is not in that 15% we still have to sell them carbon credits to pay for that other expense too.  Just looks to me like your profit margin would be a little wider with this one.  Where I am coming from to be perfectly honest with you is all three (3) of them are probably not going to be that far apart money wise and I don’t know if we can make a bad choice at this point because if you are not locked in for long periods of time you can change next year anyway.  Once you start the process you say ok, we don’t like this one or we don’t that one, the only thing I didn’t like about the Element Markets is they wanted the five (5) lock in and a lot of people are speculating on this market right now and the fact that the percentage was that much higher.  They did offer to do the made it look like they were going to do the up front thing but they were going to get it outside that 15% you are going to have to pay for it with your carbon credits anyway.  That is my opinion.  She by far made the best proposal as far as presentation was concerned.  Like I said these guys have the longest track record and I think they probably have the best market for REC’s especially if we go outside NYSERDA which we can’t do anyway.  

Mr. Montone:

Are we comparing apples to apples here to Element and these people basically bid on the same thing.

Mr. Zach:


The first one WES they had an all in price for the first year for 10% and then dropped down to 3% afterwards.  That would be something to consider.  The thing for me that shot Element Markets down was the fact of the higher percentage, they are taking an extra 10% out of your gross sales plus they are still charging you for the verification and calibration out of more carbon credits besides.  They will probably come closer to almost 20% where the compensation for WES and Cantor here is the lowest compensation.  

Mr. Rybarczyk:

I can’t speak about the last one because I wasn’t at that meeting, but World Energy didn’t impress me at all. This guy did, I think he is very good, he is forthright, and he brought up the REC’s.  Again with the 5% and like you say you are not tied into anything a year down the road if we feel we want to go a different way or something to that effect we all part our ways and go about it.

Ms. Hussey:


The part that I appreciated more from Cantor and partly from Element was their knowledge of the legislation and their knowledge of the market.  I felt that they were strong in that and in that regard they would be able to get us the best price.  Denny you were saying something about Elements had us locked into five (5) years, but what I understand from John when there is a lock in is basically on the buyer and how long we want to commit.

Ms. Murphy:

Elements said we had to where this one is if we want. 

Mr. Zach:


I was thinking that regardless how they marketed it or whether they want to do a five (5) year block but also that we would be locked in with them for five (5) years too, that is the way I understood it, but I can call her and find out.

Mr. Montone:

The percentage 

Ms. Hussey;


Plus all your out lying costs.

Mr. Luksa:


How did they come about that?  That is when I got here, maybe I missed it.  

Ms. Hussey:


What is that?

Mr. Luksa:


The other costs?

Ms. Hussey:


The verification?

Mr. Luksa:


No, I understand the verification they all stated the verification costs $20,000 to $25,000.  I meant their costs to initiate that to work the verification he really didn’t say it was included in the 5% did he or did I miss that?

Mr. Biljanoski:

No, but he said we can deal with that.

Mr. Luksa:


I am saying how you can deal with it, for them to work and get a hold of the verifier, get a hold of everybody and do their work they are going to need some compensation for that.

Mr. Zach:


That would be in the 5%.

Ms. Selvek:


The internal calculation and the document costs are all without charge to the City so right now the verification and the monitoring costs those are our costs that we have to bear and they are thinking it is going to be a round $25,000.

Mr. Luksa:


Is that part of the 5%

Ms. Hussey:


No it is not.

Mr. Luksa:


Sounded like it was separate.

Ms. Hussey:


And other background costs like the 20 cents a kilowatt hour, what he said they would do is that they in negotiation with the buyer they have them absorb that cost rather than us pay up front or have that deducted like Elements would deduct that 20 cents from our kilowatt hour and then deduct all those costs and fees and take their 15% off of whatever is left.  

Mr. Luksa:


I did get that.

Mr. Zach:


But you end up paying for it any way, outside the 15%.

Mr. Montone:

Success base commission if they don’t do anything.

Ms. Hussey:


Right, and we are going to be able to really really probably have some of our questions answered when we see an engagement contract and we are not locked in the City isn’t to enter into that if we don’t like it and we can always go to one of the other companies if we can’t come to terms that are favorable.

Mr. Luksa:


So you are saying your committee can make a decision on a couple two (2) or three (3) big issues percentages and things like that.  That would be enough until you get the contract somehow.

Ms. Hussey:


We don’t have to take the proposals that they sent because we don’t have all their information and they don’t have all of ours.  So he is saying well yes if you notice they all said, well we are conditioned on what we understand your process to be is a lot different than when you get into the regulatory and equipment and everything else that.  Because they keep saying that the CCAR protocol, does anyone know what the CCAR protocol is going to specifically require?  

Ms. Murphy:

I think it is pretty stringent.  

Ms. Hussey:


I know, why don’t we really know?

Mayor Quill:

I have agreed with what everyone has said so far, I was very disappointed in the first one but at the same time I think we have all learned from that and from each one we have learned and we have good questions but less questions because they are basically saying the same thing.

Ms. Hussey:


They all have been pretty consistent in what they are saying.

Mayor Quill:

Put out that they couldn’t drive from Massachusetts to spend an hour with whatever or us so it makes me wonder how good an outfit they are.  What I like about Cantor is they don’t buy them themselves, they are not in that business they are a broker, like a stock broker they make their money but they don’t purchase them and then make money off of us, they give us the clients in their best interest.

Ms. Hussey:


One thing I got from all of them is we need to ask quick questions.  We need to start to move.

Mayor Quill:

I would request that when we do make a recommendation to Council that at the same time we also include a request to get registered it costs money up front, nothing is free but we are really missing the boat if we don’t do that.

Mr. Rybarczyk:

John said they invoice you so it is not where it is coming out right now either.

Ms. Hussey:


Yes but then you don’t have to go back for authorization.

Mr. Rybarczyk:

Yes exactly.  It will be out of the way.

Mayor Quill:

Another selling point for these people is they want their money up front they are just going to be the middle person but these other companies they were fronting the money but it was costing us more money in the long run, we are paying interest or whatever on these costs for them.  I really feel we should move forward and make a decision so Council can make a decision.  Having said that this is the reasoning for my question about the REC’s because I didn’t know if we had to register for them and I wanted to combine that all together for Council so we don’t have take it to another meeting at a later time.

Mr. Montone:

We can sell at any time and retroactive because it is being metered.  NYSEG is probably going to give us an offer on them a know a lot of these ESCO’s will want them and this company will do it and they bundle it with the carbon credits which might give us more value.

Mayor Quill:

When they talk about the REC’s they talk about megawatt hours, for example we are generating two (2) megs an hour times 24 times 365, is that correct?

Mr. Zach:


Yes.

Mayor Quill:

So if we were to receive $5 for REC’s, it would be 24 x 365?

Mr. Zach:


Yes.

Mr. Montone:

Per we will say 1.5 cents, it has been as high as 2 cents or more, but figure 1.5 cents a kilowatt hour to put it plainly I guess if we are paying 5.99 we will call it 6 cents, you drop that 1.5 right off there.

Mayor Quill:

Ok, my recommendation would also be for Cantor.

Mr. Zach:


I would enter a motion if somebody wants to put it up for Cantor?  Motion made by Mayor Quill and seconded by Mike Luksa.  All in favor.  We can inform them that is our choice and inform Council probably next Thursday?

Mayor Quill:

I believe we can get that on the agenda.  Christina and I will work on that tomorrow to make sure.

Mr. Zach:


For this week, do you mean?

Mayor Quill:

Walk it on?  The only trouble, we could walk it on, the trouble being the Council when you have something walked on Council they balk at it like what are you trying to pull.

Mr. Montone:

One way or other we will get it on.

Mayor Quill:

We may want to have you or Denny or both of you present at the meeting to say this is coming up next week to give them a heads up a lead in as to what is going on.  That probably would be very helpful or the Power Authority in general or as a group.  

I would also I don’t know if you want it in the form of a motion or whatever, that we notify the other people that we did receive the RFP’s from in the form of a letter we appreciated it but we decided to go with Cantor or whatever just so they when they call my office I am sure others are getting calls that is a good way to run a business.

Ms. Murphy:

I will draft something up and get letters out.

Mr. Zach:


Are emails sufficient or do you want letters?

Mayor Quill:

Probably do both.

Ms. Murphy:

Ok.  Should I mail that we just got in case we decide we have to go back?

Mayor Quill:

I would write a letter that at this point we are working with Cantor and if we go back I am sure they will open their arms.

Mr. Zach:


I would like to entertain a motion for last month, motion made by Luke Rybarczyk and seconded by Mike Luksa.  All in favor.

Next thing on the agenda is landfill update.  John and I were down there this afternoon talking to Chris; we have had a couple shutdowns.  John would you talk about this.

Mr. Montone:

What seems to be taking place is, the information that I am getting anyway and I did see documented computer generated drafts and so forth from Greenfield Energy showing that our compressor and sometimes the blowers were down the blowers pull the gas out of the landfill and then the compressors pushes to the pipe to where it will be lead into the generator.  In the beginning they were operating with methane gas, then they started ramping up and starting having percentage problems we want 50% methane to keep it there and there are other gases in there now it is dropping down to 46%.  What it looks like right now is all the problems in the shutdown that we have had have been our problem.  We are tying to document that and I think we should be able to do that but if it is coming down to a bad compressor because that compressor has been there since I don’t know how long, we need a back up get something in place to take care of any moisture problem.  I was reading the 2007 report it says right here it is estimated that this capability will grow as illustrated by the model if the City does not maintain the landfill and gas collection and the gas wells may deteriorate and landfill gas production delivered to the incinerator power equipment would be fine.  That is what is basically happening and now we hired Barton and Loguidice I guess they were here today and they are going to try and balance the wells, take a look at them and do what they have to do and whatever else is in their contract.  They are still operating and generating and we are at 75 methane and 25 natural gas.  Natural gas is costing us somewhere around $7.50 a decatherm.  Today I talked with the existing supplier of natural gas that we have all the other accounts with, we can get it somewhere around market price – market price plus 95 cents which relates to about $5.30 or $5.25 so there is a pretty good savings there we have to let them know tomorrow it would be a separate account from that bid any way.  So that is going to be a savings but again consider the 25 – 75 once we get these well balanced that could go to 85 – 15 and eventually 100%.  Our source of revenue is going to start going down if we don’t get this corrected.  We are going to put the Wastewater Plant on line tomorrow, our biggest problem is if they go down and we don’t get it up back and running in 15 minutes demand charges kick in.  So either way it is still going to be cheaper than what we have been doing, we are going to be paying less than NYSEG as far as the electric bill at the Wastewater Plant.

Mayor Quill:

From what Mark said Friday’s meeting that he didn’t feel it was our problem, but now that has changed?

Mr. Montone:

We saw an operation go down last night and twice on Saturday and it could be the electrical situation at the compressor.

Mr. Zach:


To answer your question Mayor Mark may have cured the problem today possible we don’t know but that compressor down there is running off the pressure transmitter on the line on a drive and it puts a current loop into the drive and it looks very possible that we might have been having a glitch in that input signal alright because that compressor it goes all the way down but it does not shut off and then came right back up and the problem was there isn’t enough time lag with the pressure dropping in the line and stuff for it to keep the gen boxes on line so they went down.  We have talked about a lot of things today the regulator may do that because that would give us some ballast on the other side, you have 10 pounds on the other side of the regulator instead of 4 that pressure without being feed through the regulator might buy us a few more seconds if it did happen again but Mark put the compressor on manual today and redid the determinations and hopefully if that was the problem, hopefully he found it but we don’t know.  He also has asked for a data logger, which is under $1,000, or so we are going to put something down there so we can prove whose fault it is.   

Mayor Quill:

Along with proving whose fault it is but we are also going to have to correct the problem if it is on our end we have to correct it.  

Mr. Montone:

If it takes let’s say 10 decatherms to run one of those generators an hour that is $50.30 or whatever for that our well we are buying the electricity at 6 cents so we can make that electricity money coming in and money going back out here and once we take the Water Treatment Plant off line then that whole electric bill goes away and that off sets that amount.  Even if we operate with natural gas at this percentage we might be able if we have a buyer for the electricity to even kick in that third generator and operate at 3 megawatts and still make money but that will take some time but either way we have got to get the cost of natural gas down and one of the solutions that Greenfield came up with was if operate and still have this problem like we are talking about until we get a new compressor or whatever we need to get he would operate the third on pure natural gas for maybe 15 to 20 minutes and then he can get this thing up back and running the other way.  

Ms. Hussey:


Is it a big risk or minimal risk that we would start hitting on demand charges.

Mr. Montone:

I think we can win this one because the ESA says that CH has to provide us with electricity even if it comes from NYSEG or they generate it.  This plant goes down they still have to provide us they have to pick up that cost of that stand by charge the demand charge is based on how much equipment is running at the time or if it jumps up over 800 then they could penalize us so much, how much is it going to be, we don’t know that yet.

Mayor Quill:

Even if we could get this gas at a cheaper decatherm do we have a minimum that we have to use every time?

Mr. Montone:

It is based on NYMEX rate so we could say we would for a year.

Mayor Quill:

We don’t have to use so many decatherms a week?

Mr. Montone:

No, make and take.

Mr. Zach:


Also Vicky got some manufacturer or one (1) of the installers or rep from one of the companies that worked on it already is going to come in and give us a mechanical evaluation and get some idea what it would take and where the equipment is at right now.  There is some money John said in the ESA as far as Central Hudson paying a certain amount of the maintenance 

Mr. Montone:

CH will contribute up to $10,000 for repair and upgrade of the existing system prior to commercial operation as necessary.

Mr. Zach:


There are three (3) blowers down there and when they were having pressure problems there a couple weeks ago Mark went down there and put two (2) of them on the line on drives but they both were running at 40%.  The other one was running almost 100% and that leveled out the pressure problems pretty good.  There are three (3) blowers we can fix that up but without a backup compressor we are stuck.  

Mr. Montone:

We need to have a list of what exactly needs to be replaced there plus also any of the verification equipment that they are talking about for the carbon credits the metering devices, we need to get all that cost put in.

Mayor Quill:

This is the budget season so Vicky something has to be done immediately we realize that but maybe some of the cost that will give her a little better angle for her budget maybe we can work with Cantor as to what verification will involve.  Is there a flow meter in there, let’s find out what is required.

Ms. Murphy:

Barton and Loguidice is working on that.

Mr. Montone:

Their contract said that they would specifically do certain things physically they aren’t doing anything are they?

Ms. Murphy:

Barton and Loguidice?  They were there today.

Mr. Montone:

But in the contract it says they won’t do the maintenance or anything like that.

Ms. Murphy:

They do the balancing of the wells, will recommend meter stuff and how to get it set up for verification all the logs you have to keep.

Mr. Montone:

But mechanically we have to do that and we have been doing that with Mark Storrs?

Ms. Murphy:

Yes.

Mayor Quill:

Are any of these items on the State bid which would streamline the process?

Ms. Murphy:

I don’t know.  This is landfill it is not my budget.  

Mr. Montone:

That could change it could end up being a Utility budget.  But we have to stop this bleeding if it is our problem.  Let’s get it fixed.  The other megawatt of power the Purchase Power Agreement should hopefully be able to be put on the agenda for next week if we decide to go with NYSEG with the Purchase Power Agreement.  More than likely that is going to be power scheduled into the market by them, they take a fee for it obviously whatever the market it at that particular time that it is sold it goes up and down it could be 3 ½ cents or 7 or 8 cents and if they want to buy the REC’s from us pending on the cost we generally would bundle that together we may be able to have something to put in front of the Council for that time period too.  We need to get that in place it is going to go retroactive I talked them into that they said well certainly it is registered on a meter but we went to make sure that everything is in place for it.

Mayor Quill:

No problem John you have been around long enough to know that the more information you can give to Council before hand before they have to vote on it 

Mr. Montone:

I understand well I am being optimistic here it might take longer because the legal part hasn’t looked into all of it yet.

Mayor Quill:

If you start advising Council even if it is in the form of a letter or whatever this is coming up and why we need to do it and how it is going to work, it is beneficial.   They really balk when something comes before them last minute they haven’t had any chance to see it.

Mr. Montone:

My concern was urgent until we at least from them verbally stating that they will go back retroactive anything being put out there we are going to get something for it.  

Mayor Quill:

This will work well too because Denny and I have talked many times about public relations aspect of it if we can get someone to talk to Council on the camera at least the public knows a little bit of what is being accomplished and how it is working for them, that goes a long ways to sell this so the public knows that we are not just taking more money from them but putting something back.  I don’t know if the rest of you agree with it but that is the way I look at it from my standpoint.  

Mr. Montone:

I think we should be transparent with it, take credit for what we are doing.  

Mr. Zach:


Before you go here how do we deal with the NFR contract?

Mr. Montone:

That particular account will be isolated from your RFP.  I said to Denny on the way here I know you have been talking with MEGA, MEGA gave the County a price of 7.5 cents or something on kilowatt hour so their cost is built into the kilowatt hour.

Mr. Lupien:


They were talking more or less in the presentation here and their consortium is just like OCM-BOCES so the only one consortium going to another one what attracts is the price which is a lot cheaper.  OCM-BOCES they are getting the brokerage fees plus they are charging us I think $18,000 to administer it.  MEGA was not going to charge us anything they said look we get the brokerage fees that is enough for us we don’t need to put on extra charges.  They have a step up over OCM-BOCES for that but again there is no reason why they can’t turn around and buy on the open market unless they are getting a quantity discount.

Mr. Montone:

All the ESCO’s will answer that, letting somebody else do your work basically and you are going to pay for it.  Basically picking an ESCO whoever comes in low.

Mr. Lupien:


What we were trying to do there Mayor is have a resolution that either the Mayor or the City Manager be authorized to buy and sell natural gas and electric for the City of Auburn and then we can tell them afterwards when we get the price what it was.

Mayor Quill:

That was a resolution for this week when is the bid opening.

Mr. Lupien:


We were going to do it March 28 come in Thursday and that way we would analyze the bids ask MEGA what their price is if their price is that much lower that is one thing otherwise we would probably go with the ESCO that we just had.  If we do that resolution to buy and sell both electricity and gas and Council authorizes the Mayor or the Manager to do that then in the future when we open up these things we can immediately take advantage of the price jump on it immediately and avoid that extra cost.

Mayor Quill:

I believe it was suppose to be on the agenda as I recall.

Mr. Montone:

Also had in the RFP the megawatt of power that they can purchase if they want to and the REC’s.

Mr. Lupien:


We didn’t do the REC’s we were trying to put it in 

Mr. Montone:

We can negotiate

Mr. Lupien:


But we worded it whoever the low bidder is we can negotiate with them.

Mr. Montone:

We don’t need to be registered with the NYISO to do that.  Our law that is in place that was passed by referendum allows us to do that.  So the ESCO could say through out a figure say 7 cents a kilowatt for your renewable energy plus we will buy the REC’s for another 1 ½ cents we can sell that megawatt every day it is recorded 24/7, lock in for six (6) months, a year or whatever.

Mr. Lupien:


Can we sell them the REC’s on the other megawatt that we are utilizing ourselves?

Mr. Montone:

Yes.  I hope they understood that, I didn’t see the RFP.

Mr. Lupien:


Kind of loose on the sale.

Mr. Zach:


Pretty much covered most of that.  The Purchase Power Agreement is in pretty good shape.  They have agrees to buy the power back.

Let’s move on, has anybody heard anything back from CTI on the hydro contract or still waiting for legal?

Mr. Montone:

The problem there is the legal end.  Is Earle Thurston his attorney?

Mr. DeCaro:


Earle Thurston is his attorney and I last spoke with him about 2 ½ weeks ago, have not heard from them since.

Mr. Montone:

So Earle has not contacted Derrick Dyson our attorney in Washington?

Mr. DeCaro:


Don’t know.

Mr. Montone:

I talked with Derrick last week and I think he said he hasn’t heard from them.

Mr. Zach:


Unfortunately Christina has already left but maybe the Mayor – have you heard anything on the geological study where that is at?

Mayor Quill:

I don’t know.

Mr. Montone:

Brad Gill sent me some information I left it in the car.  He has a lot of documentation done he is eventually going to come in here and show us everything he has got obviously he even has well site locations.

Ms. Murphy:

It looks good.

Mr. Montone:

Just records.

Mr. Zach:


Before next meeting?  

Mr. Montone:

I think so.

Mr. Biljanoski:

I have a question on Mill Street about the old turbine, are we going to refurbish, resale it or is it just sitting there?

Mr. DeCaro:


What is there is ours; we can put it up for sale.  We don’t have anywhere else to put it once we take it out but we are still going to have it.  So you can put it up for sale 

Mr. Montone:

It is surplus it will be Council’s decision.

Mayor Quill:

Will be looking for recommendation as to what we should do with it.  

Mr. Zach:


I can call Philadelphia Gear and see if they are interested.

Mr. DeCaro:


We can get them to look at it.  We could get Mr. (could not hear name) to look at the turbine itself because I did have quotes from the originally to do a rehab.

Mayor Quill:

If we get some ideas as to what is available to us before we scrap it.

Mr. Luksa:


We had a group here, Bill Graney was here and Dr. something his name was he said it was twenty (20) years old when you bought it, it has been here twenty (20) years it is a dinosaur but it has another forth (40) left in it.  It is not going to be high efficiency but that was his comment.

Mr. DeCaro:


We were only able to use it at the high end of out put is about 400 CFS if we refurbish same limitations.

Mr. Luksa:


I don’t mean for us to keep it

Mayor Quill:

Look for a recommendation before we decide what to do with it for parts maybe someone could purchase it outright.

Mr. Zach:


We pulled the heads on that gearbox, the gear latch is still good on that box and we got a set of bearings for it but unfortunately you probably had to send them to have them rebuilt and checked right, but we did buy bearings for that gearbox too that is still in stock.

Mr. DeCaro:


We do have the spare bearings on the site.

Mr. Zach:


I can call Philadelphia Gear and see if there is something that type of gearbox is still in use.

Mr. Montone:

Maybe CTI might be interest in it.

Mr. DeCaro:


You will have several options and once we get that far we can discuss it their plan is to take it out of the way and it will still be City owned equipment.  

Mayor Quill:

I just don’t want to scrap it right off the bat.

Mr. DeCaro:


When they pull it out and put it aside we will be able to make an examination of it.  

Mr. Montone:

Can you give Richard a call and see if Earle is still his attorney?

Mr. DeCaro:


Yes I will.  

Mr. Montone:

It has already been approved by Council to accept them just a matter of the contract.  

Mr. DeCaro:


I will call Richard first thing in the morning and I will get back to you on that.

Mr. Zach:


We had the public meeting on the Phase 3 digester.  I thought it went pretty well.  I don’t think we want to deal with it at this point but where do you think Council is at with looking forward to another project right a way or just keep our mouth shut for a little bit and get the rest of the tweaking done first?

Mr. Montone:

There is money out there by the way.

Mayor Quill:

I have spoke to two (2) other members of Council and we all have some different opinions as to how we should doing it want to move forward with something whether is going to be the final project at this point but we are interested in it.

Mr. Zach:


Can we legally sit down and do a combined Agency – Council discussion informational meeting as far as that is concerned?  Or is that something we have to keep separate?

Mr. Montone:

Would have to have a special meeting.

Mayor Quill:

It has to be open to the public.

Mr. Zach:


But Council members could be invited to one of our meetings right even if it was a special meeting?

Mayor Quill:

I would say no I would say go the other way, have a special Council meeting and invite the Power Authority.  Trouble with the open meeting law if the Council attends your meeting if there are more than two (2) of us in the room we are making policy decisions.  Gives us a little time to work through the information you give us in regards to it.

Mr. Montone:

We should be looking into Lisa said at the meeting the contract for the sludge the haulers.  We have some information some place the one we dealt with before.  

Mayor Quill:

If you are going to have any road blocks bringing more sludge into the City is going to be it.

Mr. Montone:

We had two (2) contractors that were going to go that when they were hauling in here anyway when you were burning.  

Ms. Hussey:


I can see where there would be concern with all the trucks coming into a residential neighborhood number one and number two there were no financial provisions for any of the infrastructure in the roads

Mr. Montone:

They have been doing it for the last fifteen (15) years.

Ms. Hussey:


Not to the level that they are bringing it now.

Mr. Montone:

Yes when they were burning.

Ms. Murphy:

We would have to bring in more.

Mr. Montone:

I don’t know how much we were burning but a lot of trucks were coming in.  

Mr. DeCaro:


We were burning 13 days out of the month.

Mr. Zach:


That was the one shocker I think at that discussion that was if there were any doubts with making sure that we had enough sludge to make a go of it.

Mr. DeCaro:


We talked about this at staff meetings that we have at the plant one thing to keep in mind while we are running a digester or even when we were incinerating was to keep in mind that both the DEC and EPA hold us to some standards also that really restrict us to general guidelines to what the composition at our own plant is too though.  So while it looks great on paper to be able to bring in large surrounding areas we are still very much held to the profile and content to what we have here and that really then limits what we are allowed to bring in

Mr. Montone:

But you are not treating it the same way.

Mr. DeCaro:


No more flexibility still not going to open the gates as wide as you think either.  

Mr. Montone:

Biothane has been done that specifically states that you are allowed this limit and where it fits.  

Mr. DeCaro:


DEC is still going to hold us to a profile

Mr. Montone:

We were applying for grant money and we had all the information included with the DEC.

Mayor Quill:

Council realizes that we have to do something it is costing approximately $700,000 a year to treat our own sludge so whether Council wants to take the extra step and make it a larger digester and advertise for space and keep in mind all the SPEDES permits and everything else associated with it, the truck traffic as Nancy brought up those are the things that have to be added into the equation and as Tom McNabb said his phone is ringing off the hook people even think there are going to be these possibilities coming in it will work against us.

Mr. Montone:

Just make sure we have the whole story then.

Mr. DeCaro:


What limited us the most when we were incinerating was the air quality standards so that may or may not be the case.

Mr. Zach:


Should help with odor down there.

Mayor Quill:

Working on a letter to the City Manager in regards to different questions that have been thrown at me I think are going to be the biggest sticking point for Council and when Mark gets it I am sure he will share that will all of you.

Mr. Zach:


One last item before we adjourn.  Bill Bostwick from Larsen Engineers called me this afternoon set up for 1:30 Monday this is on they are doing a preliminary study they wanted to go over some stuff the quantity of oil waste from the restaurants and that sort of thing they are going to do a little bit of a study there, give us a preliminary on that and that would also be something to look at for the digester.  If anybody wants to show we are going to meet here at 1:30 Monday.

Mr. DeCaro:


We stopped generating today the lake level is 710 and that is the winter minimum so we stopped generating.  There isn’t a problem we just ran out of water.  

Mr. Montone:

What was the relay problem there?

Mr. DeCaro:


There was a problem earlier in the year we had some stoppages and the relays would shut down the generator and then it would start right back up.  We watched it for a little while and we found out that relays would shut it down but it was just a few seconds away would come back on and it was just a few seconds difference.  We talked with Auburn Armature and we had them come in and take a look at it and one of the engineers from Auburn Armature suggested that we get relays with different time delay and try that and we did and that solved the problem.  When we did the testing it wasn’t the relays itself we don’t think we did wiring in the device when we did the rebuild of it in 2007-08 but we did change the wiring externally to the umbilical that goes down in it because it is submersible device so we think there is actually a problem in the wiring itself or something that may have hit and obstructed the umbilical got wrapped around it.  After we used the relays to get through the immediate problem we were able to ramp the power output back up to 700 kilowatts.  Now that we are performing the end of the season we are going to pull the unit out anyway to inspect it and we are going to check the wiring to see why there is a problem because we think it was with the wiring specially in the last couple of feet of the wiring itself most probably where the umbilical wiring actually goes into the top of the device.  We were able to solve the immediate problem with using longer settings on relays.

Mr. Montone:

So you are looking into it?

Mr. DeCaro:


Yes.

Mr. Zach:


Motion to adjourn made by Luke Rybarczyk and seconded by Mike Luksa.  All in agreement.  Next meeting April 12, 2010.

Meeting adjourned at 5:30 p.m.
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