GLOUCESTER CITY COUNCIL CALENDAR OF BUSINESS
SPECIAL CITY COUNCIL

WEDNESDAY, NOVEMBER 8, 2011

7:00 P.M.

FRIEND ROOM, SAWYER FREE LIBRARY
SCM2011-009

SPECIAL CITY COUNCIL MEETING

AGENDA
ACTION
COMMUNICATIONS:
1. Memorandum from Mayor Kirk re: Use of Restored Local Aid {(Refer B&F)
2. Request from Gloucester Fishermen Athletic Association re; acceptance of gift of
of $100,000 (One Hundred Thousand Dollars) for partial payment of engineering
services for plans for renovation of Newell Stadium (Refer B&F)

WORKSHOP/PRESENTATION:
Blackburn Wind Turbine Project - Risks vs. Rewards

ROLL CALL - Steve Curcuru
: f::/

Linda T. Lowe, City Clerk

Meseting dates are subject {o change. Check with City Clerk’s Office.

NEXT REGULAR CITY COUNCIL MEETING, November 15, 2011

NOTE: The Council President may rearrange the Order of Business in the interest of public convenience.

The listing of matters is those reasonably anticipated by the Chair which may be discussed at the meeting. Not all items listed may
in fact be discussed and other items not listed may also be brought up for discussion fo the extent permitted by law.




wL 9782819700 . CITY CLERK
e 9732819735 F-OUCESTER. MA

ckirk@si glowcested$06T 31 Py 3: §¢

City Hall
Nine Dale Ave
Gloucester, MA 01930

MEMORANDUM

T0:  City Council ; N2
FR:  Mayor CarolyfA. Kigk
RE:  Use of Restored Local Aid
DT October 31, 2011

Dear Councilors,

As you know from the Memorandum from Senator Tarr’s office dated October 28, 2011, Gloucester stands to receive
$244,250 in Unrestrieted General Government Aid. This amount reflects what was cut during last spring’s state budget.
Given that the state produced a surplus at the close of the fiscal year, we are pleased that the Connmonwealth is returning
this money to cities and towns. We expect to receive the money today, and we have had a number of questions about it
that we would like to address right away.

It is not often that we are in the situation of having to decide what to do with extra money. This represents a modest
windfall to Gloucester, and these funds can be used in any of the following ways:

+  Any funds not appropriated must be closed to fund balance (free cash) at the end of FY12;
» The funds can be appropriated as an available revenue during FY'12, or;
¢ The funds can be applied as estimated receipts when setting the FY 12 tax rate.

While it is a goal of the city to improve fund balance, we are making progress in that area through our overall financial
management plan for the city.

The FY12 budget is set, and we anticipate covering any shortfalls through good expense management and FY 11 free cash
which will be certified in the month of November.

If we apply the funds as estimated receipts when sefting the FY'12 tax rate, we are able to reduce the amount of taxes
raised in order to meet the FY 12 revenue budget.

It is the recommendation of the Administration that we take this opportunity to give the taxpayers of Gloucester a break.
As outlined in the State of the City report, pressure has remained on the property tax because of the decline in local and
state revenues, rising fixed costs, and the need to maintain core service levels for citizens.

While the result may only be a small tax savings for the property owner, I believe it is the right message to send — that the
taxpayers have stepped up during these tough economic times for the city, and we now have a small way to say “thank
you.” In addition, once FY'11 free cash is certified, we will make every attempt to apply some of those funds to our FY12
estimated receipts which would result in an additional tax break for the citizens.

Under separate cover and in the next Mayor’s Report, the Administration will be making the formal request to the City
Council to apply these funds to the city’s estimated receipts when setting the FY 12 tax rate.



Zimbra https://mail-1.01.com/simbra/h/printmessage?id=14548

Zimbra ckirk@gloucestar-ma.gov

Gloucester UGGA Reversion Funding Memo

From : Bruce & Tarr (SEN} <Bruce.Tarr@masenate.govs
Sender : Richard M. Gould (SEN) <Richard.Gould@masenate.gov>
Subject : Gloucester UGGA Reversion Funding Memo
To | dirk@gloucester-ma.gov, jduggan@gloucester-ma.gov, weather vane
<weather.vane@verlzon.net>, sefigiam62@aol.com, btobey@gioucester-ma.gov,

rwhynott@gloucester-ma.gov, pmegeary@gmail.com, acmulcahey@comeast.net,
scurcuru@gloucester-ma.gov, jackieahardy@verizon.net, greg@gregverga.com

Fri, Oct 28, 2011 03:13 PM
21 attachment

Comrnonwealth of Massachusetts

Massachusetts General Court
State House, Boston Massachusetts 02133-1053

State Senator Bruce Tarr
Room 308, State House
Senate Minority Leader
Boston, MA 02133
First Essex and Middlesex District Tel {617) 722-1600

Fax. (617}
7221310

M ewrsamdum

T Municipal Offcials
Frome Semator Bage Tarr
Date: October 28, 201

Re: UGGA Reversion Funding

i am pleased to inform you that the Clty of Gloucester is scheduled fo receive $244,250 &1 Uniestricted General Sovernment Aid (UGGA) fiom
the Commonwealth next week. The Amding s 1 be disgributed in one kimp sum on Monday, October 31

The scheduled payment reflects the difference between the $3,378,096 in UGGA funding thar Gloucester received in Fiscal Year 2011 and the
$3,133,846 the city was allocated in the cument Fiscal Year 2012 budget, effectively fevel funding this accow.

Daring last spring’s budget debate, the Howse and the Senale agreed 16 wilize half of any swphs finding avaiable at the end of Fiscal Year 2011
Io restore the $63 million that had been cut statewide fiom the UGGA account. Had this agreement nol been in place, the money would have reverted
back 1o the Generaf Fund. Given the many fiscal challenges commanities are facing, returning tiis meney 10 our cities and (owns represents one of the
most effective ways 1o alleviaie some of this financial burden and meintain essential services at e municipal level

Hope this mfbrmation is helpfil, bt please feel fiee o conkact me at (617) 722-1600 or at bruce tare@masenate.goy i1 can be of any
firther assistance.

of 2 10/31/2011 1:24 PM



Massachusetts Dopariment of Revanus Division of Local Services
Amy A Pitgr, Commissionsr  Robert G. Nunes, Deputy Commissionor & Direchor of Municipal Affairs

Bulletin

2011-15B

TO: Mayors/Boards of Selectmen, City Councils, Managers, Finance Directors,
Accountants/Auditors, Treasurers, Assessors, and Finance Commitiees

FROM: Gerard D, Perry, Director of Accounts
DATE: October 28, 2011

SUBJECT:  Additional State Aid Affecting FY12 Municipal Budgets

On October 27, 2011, Governor Deval Patrick signed Chapter 142 of the Acts of 2011, which appropriated
$65M in a supplemental budget for cities and towns of the Commonwealth of Massachusetts. This additional
local aid will be distributed to municipalities on Monday, October 31, 2011. The file for your distribution
can be found at hittp:/www.mass goviddor/decs/dis/mdmstufiLocalAidDist65million. xis.

Please be advised that this revenue may be used in any one of the following ways:
o Applied as estimated receipts when setting the FY 12 tax rate;
* Appropriated as an available fund during FY12, or;
* Any funds not appropriated must be closed to fund balance (free cash) at the end of FY 12,

If you have any questions, please feel free to contact your Bureau of Accounts field representative.

The Division of Local Services is responsitle for oversight of snd assistance to cities and towns In achiaving aquitable property taxation and efficient fiscs! management, The Division
reguiarly publishes IGRS (informations) Guidelins Reloases delsillng fegal and administrative procedures; and the Sufletin (announcements and usefy) information) for local efficlals and
otfers interested in municipal finance,

Post Office Box 9369, Boston, Ma 02114-0589, Tol: 617-626-2300; Fax: B17-626-2930 Mty www..mass.gowials



GFAA Board
of Directors

Richard Wilson
Chairman
Renewal of Newell
Stadium Committee

Jonathan Pope
GFAA President

Linda Rogers
Vice President

Timothy Philpott
Treasurer

Ellen Preston
Secretary

Ciare; MacDonald
Robert Parsons
Janda Ricci-Munn
Jay Somers

June Steel

Molly Ziergiebel

Gregory Verga
Ex Officio

Gloucester Fishermen Athletic Association

Mayor Carolyn Kirk
City of Gloucester

The Gloucester Fishermen Athletic Association requests that the City
Council accept our gift of one hundred thousand dollars to the City of
Gloucester for the sole purpose of partial payment of engineering services for
the plans for the renovation of Newell Stadium. These funds come from
donations by the citizens and friends of this community as well as local
businesses, most notably Gorton’s of Gloucester, Rockport National Bank and
the Sudbay Motor Group.

Thank You,

ard Wilson
Chairman
FNevell Stadium Committee

Jonathan
President
(Gloucester Fishermen Athletic Association

P.Q. Box 3010, Gloucester, Massachusetts 01930-3010 www.gloucesterathletics.org



T0:
FR:
RE:
DT:

City Hall
Nine Dale Ave
Gloucester, MA 01930

TEL 978-281-9700
FAX 978-281-9738

ckirk{@ci.gloucester.ma.us

CITY OF GLOUCESTER
OFFICE OF THE MAYOR

MEMORANDUM

City Couneil 1 [Jz/
Mayor Kirk :

Municipal Wisd Tulrbine

October 24, 2011

Dear Councilors,

A number of months ago, the Administration requested of the EDIC that they evaluate the possibility of'a:
municipally owned wind turbine along with any role they may play in the process.

Attached for your information is their report and recommendation. Perhaps a logical next step is to have the
EDIC and Administration present this report to the City Council, and engage in a roundtable discussion
regarding follow-up,

The letter dated October 20, 2011 from the EDIC also includes a late addition from Becky Bernie, Chair of the
EDIC and states as follows:

P.5. As the above letfer inadvertently went to you (Mayor) without the board’s final review, [ want to
make sure that their input is included and these submitted points be emphasized: . . . Really feel that it is
a “fantastic opportunity” this proposal presents and that the EDIC realizes the great potential and gain to
Gloucester to take on, . . . 1 do believe that it is the City by way of some new entity/department that
needs to be in charge of the project, not the EDIC, and that entity needs to be up and running by the time
the turbine is ready to go online, . . . that the Mayor and her Administration has to carry the ball, not the
EDIC, and take the lead in presenting the project both to the City residents and the City Council.
Finally, as it is stated above the EDIC emphasizes that we are willing to continue to support this project
conceptually, even spend money on necessary additional consulting or research.




GILOUCESTER

EDIC

Economic Development & Industrial Corporation ;
October 20, 2011 ~ RECEIVED

Mayor Carolyn Kirk )
City Hall OCT 20 2011

9 Dale Avenue

Gloucester, MA 01930 Ma}«’ﬁr 'S @ﬁi@@

Dear Mayor Kirk,

The Economic Developmenté& Industrial Corporation (EDIC) is pleased to advise the Administration on the
potential city Blackburn Wind Turbine project that was forwarded to the EDIC in the beginning of the summer.
The EDIC has worked diligently to resolve two main issues: what role can the EDIC play in a unique project such
as this, and was there enough information available to evaluate the project and formulate recommendations, The
EDIC felt the latter should be dealt with first by having the Feasibility Study (which defines the proposal’s
economic potential and viability)} peer reviewed by technical consultants, and draw from their experience to better
understand the role that could be played by the EDIC.

The EDIC wants to make it clear upfront that it acknowledges the wind turbine projects require careful
consideration with a balancing of risk and reward, and that while the EDIC has validated the Feasibility Study
through its consultants and review, the risk tolerance associated with this project will have (o be further evaluated
by the Administration and City Council. . ' :

The attached summarizes the PowerPoint presentation prepared by Harris Miller Miller and Hanson and its slab-
consultants, which was presented to the EDIC at its last meeting, held on October 19, 2011,

Key findings include:

s The potential Blackburn Wind Turbine project is viable and the economics are very sirong, and with a
city ownership model the project could provide approximately $500k/year annually.

s If a city owned project is desirable it should be developed first before consideration of alternatives due
to the value of the city’s wind resources and specifics of the regulation governing net metering.

The EDIC also recognizes that these projects have long lead and execution time, both because great detail is
needed to assess project economics, and because the end results include projecting future energy costs for 20 plus
years. The EDIC has experience with large, complex projects, contracting, and project management, and is well
suited to support the Administration with this project development and construction should it be pursued. If the
proposal moves forward 1o a viable project beyond development and construction management, the city wifl
benefit from forming a board with specific expertise to act as the city interface and monitor for the life of the
project.

The EDIC will continue to provide support and extend the use of its consultant team for further proposal analysis,
and help the Administration develop a comprehensive wind development strategy. With other proposals under
current consideration, the attached city-sponsored wind project information is an important component to the
current deliberations. If you have any questions or comments regarding the contents of this memorandum or
attachments, or to set up a presentation of this material, do not hesitate to contact myself or Alan Hagstrom.

Regards,
‘Becky Bemie,
Chair of the EDIC
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City of Gloucester

Wind Turbine Feasibility Study & Business Models

Wind Energy
- Development for
- Blackburn

May, 2011
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Equinox
Summer Solstice"




Wind Resources

Probability Distibution Function, All Sectors
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Vestas V100

« 1.8 MW nameplate
capacity

* 130 meters to tip of blade
(425" )
— 80m tower (262')
— 100m blade diameter

(328’)
* 6,837,600 kWh/yr based

e

anticipated wind speeds £ BOREAL
(P50) o




Self-Owned Financial Metrics

Turbine Model WEEITS ) (S8l IRR-10 Years IRR-20 Years NPV-10 Years NPV-20 Years
Flow Positive

Elecon 600
17.8 n/c 5% ($693,868) $649,559
(600 kW)
Directwind 900
15.8 n/c 9% ($542,286) $1,562,102
(900 kW)
FL 1500/ 77
8.1 11% 22% $465,444 $5 178,752
(1.5 MW)
GE_1.6-82.5
3.4 43% 46% $2,001,340 $8,315,454
(1.6 MW)
Vestas V100 1.8
2.9 53% 54% $2 887,882 $10,942,880
(1.8 MW)
Sty SRZOILIE 200 2.2 89% 89% $4,290,687 $13,297,900

MW)

= DURKLCAL
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Development Drivers for City

* Net Metering
— Queue definition
— Room under the 3% cap
— Federal legality

 Ability and appetite to finance

« 30% federal tax credit for third-party developers
— Runs out end of 2011
— Must have made significant investment by year-end

* Major Risks
— Transportation risk still not clarified

— Value of energy
— Net Metering

~{ BOREAL
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Best Potential Options for

 Gloucester owns & self-finances

— Downside is City owns all the risk and leaves tax benefits on
the table

« (Gloucester seeks a PPA (via general investors or
established ESCOs)
— Leases land and negotiates an attractive PPA price with
developer
« Could put request out to bid and solicit multiple offers
« Still some risk (fixed price vs. discount off-of standard offer)

» Gloucester seeks a PPA (via Private Placement or
Intrastate Offering)
— Same general model, but investors could be de facto
primarily local investors
« Need to be careful to not run afoul of SEC rules

— Benefit to locals who desire to taking the-n%l;,
i BCYREML

gets revenues, savings and certainty of newable energy development



City Financing Options

* Municipal Debt

» Clean Renewable Energy Bonds

— Zero interest, but with issuing costs ~2.5 to
3.5% Interest

— No new solicitations planned

« Rural Utility Service

— Lower cost loans are applicable as of 2008,
even though Gloucester is not a rural

community /
<{ BOREAL
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MA Community Outright

Ownership is Special

« Ownership of IOU Communities have been

special cases

— Falmouth’s first turbine was paid entirely by
grants. Second turbine was approved by Town
Meeting with bonding by Town

— Portsmouth, Rl purchased a turbine on its own,
but did not perform sufficient due diligence as the
turbine manufacturer went bankrupt and
Portsmouth was not fully prepared for the
contingency

— Barnstable WWTP plant was funded with ARRA

unds { BOREAL
* Municipal Light community ownersth**ﬂmwe slopmert



Potentlal Pitfalls & Risks of City

o - ‘A.‘

 Risks: Availability, wind resource, production,
O&M costs, value of energy & RECs,
transportation costs to Cape Ann

* Need to carefully structure ownership to not run
afoul of
— Public ownership of electric generation projects
— Losing project tax exemption

* Net Metering Risk
— Not getting in under the cap

— Federal legality. Per Portsmouth, Rl case, potentially
ruling that generation is only valued at av0|ded costs

(e.g., wholesale rates) BOREAL

. Legal expenses and transactional rlsk§ @ fadle energy development



Drivers toward Private

L )wne

» Tax incentives only can be used by for-
profit entities, and are a big proportion of
the returns (30 to 50%)

— Private investment has larger risk tolerance
than public investment

» High interest rates for large infrastructure

Investments

— Municipalities may want to conserve borrowing
capability for other projects.

» Puts all the operating and maiﬁt(erMREiML

wable energy development

on the private owner rather than Citv




Town of Kingston —

Consummated, but not
 PPA — Negotiated

e Lease

— Tax payments will
decrease lease
payment

— Guaranteed 3,000,000
KWh to be sold to
Town

— Town has little
responsibility or risk
(except electricity price
risk)

Rates

Years | through 3
Years 4 through 6
Years 7 through 9
Years 10 through 12

Years 13 through 15

et built

-089 §$kWh
.094 $%kWh

gaa $5kWh
104 %'kWh

. 109 $/kWh
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Innovative Model

» Gloucester seeks a PPA (via Private
Placement or Intrastate Offering)

— Private ownership, but could be small group
of local investors

— Some models allow for different types of
iInvestment

 Active vs. passive income
— Most of the risk & reward on the investors
— Direct City benefits from lease, beneficial PPA

~{ BOREAL
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Conclusions — Potential Next

There are no critical flaws with a utility scale wind turbine installation at the
proposed sites

— The project is able to be permitted and has significant economic and
environmental benefit

Apply for the Block 6 MassCEC Design and Construction grant (June 1st) or
Block 7 ~October

Clear up uncertainties:

— Engage VSEA and/or quarry owner on potential for easements to access the site locations (3 to
6 months)

Procure a project management team to act as owner’s engineer for the design
and construction phases of the project (Issue RFP and engage team: 3 to 4
month process)

— Proceed to permitting, design, engineering and construction phases

Issue RFP for PPA and engage winning bidder (3 to 4 months)
— Eligibility for greatest tax credits ends 12/31/11

Design and implement public outreach program (life of prOcht

BOREAL
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Contact Information

Tom Michelman / Alex Weck

Boreal Renewable Energy Development
781.646.7800 x227 / x226
tmichelman@boreal-renewable.com /
aweck@boreal-renewable.com

~{ BOREAL
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