A REGULAR MEETING
Of The
TRAVERSE CITY LIGHT AND POWER BOARD
Will Be Held On
TUESDAY, October 25, 2011
At
5:15 p.m.
In The

COMMISSION CHAMBERS
(2™ floor, Governmental Center)
400 Boardman Avenue

Traverse City Light and Power will provide necessary reasonable auxiliary aids and services,
such as signers for the hearing impaired and audio tapes of printed materials being considered at
the meeting, to individuals with disabilities at the meeting/hearing upon notice to Traverse City
Light and Power. Individuals with disabilities requiring auxiliary aids or services should contact
the Light and Power Department by writing or calling the following.

Jessica Wheaton
Marketing/Community Relations Coordinator
1131 Hastings Street
Traverse City, MI 49686
(231) 932-4574

Traverse City Light and Power

1131 Hastings Street Posting Date: 10-21-11
Traverse City, MI 49686 4:00 p.m.
(231) 922-4940




Light and Power Board 2 October 25, 2011
Regular Meeting

AGENDA

Pledge of Allegiance

1. Roll Call

2, Consent Calendar

The purpose of the consent calendar is to expedite business by grouping non-controversial items together
to be dealt with by one Board motion without discussion. Any member of the Board, staff or the public
may ask that any item on the consent calendar be removed therefrom and placed elsewhere on the agenda
Sor full discussion. Such requests will be automatically respected. If an item is not removed firom the
consent calendar, the action noted in parentheses on the agenda is approved by a single Board action

adopting the consent calendar.

a. Consideration of approving minutes of the Regular Meeting of September 13, 2011.

3. Old Business

None.

4. New Business

a. Consideration of approving a Michigan Electric Cooperative Association (MECA) Safety
Program Agreement. (Rice/Solak)

5. Appointments

None.

6. Reports and Communications

a. From Legal Counsel.

b. From Staff.

1. Review of Michigan’s Electric Power Utilities - Rate Comparison Study. (Rice/Arends)

Verbal update re: City application for Transportation Investment Generating

Economic Recovery (TIGER) grant. (Rice)

Verbal update re: TCL&P Open House held October 8, 2011. (Wheaton)

4. Verbal update re: North Traverse Heights and Slabtown Neighborhood
Association meetings of September 29 and October 11, 2011. (Rice)

5. Verbal update re: Partnership with DDA/DTCA for Annual Tree Lighting on
December 2, 2011. (Wheaton)

wo

c. From Board.

7. Public Comment

/kl




TRAVERSE CITY
LIGHT AND POWER BOARD

Minutes of Regular Meeting
Held at 5:15 p.m., Commission Chambers, Governmental Center
Tuesday, September 13, 2011

Board Members -
Present: Jim Carruthers, John Snodgrass, Ralph Soffredine, John Taylor, Linda
Johnson, Mike Coco, Michael Estes
Absent: None

Ex Officio Member -

Present: R. Ben Bifoss
Others: Ed Rice, W. Peter Doren, T1m Alends Jesswa Wheaton Jlm Coope1
Karen Feahr : i ‘

The meeting was called to order at 5:15 p.m. by ChaumanCoco b,

Jtem 2 on the Agenda being Consent Galendar

Moved by Soffredine, seconded by J ohnson that the, followmg actlons as recommended on the
Consent Calendar portion of the Agenda, be' app1 oved i
a. Minutes of the Regular Meetmg of August 23 201 1

CARRIED unanlmously

Item 3 on the Agenda belng“f(j)ld"‘Bu‘sii(ijesks T
None. .

€SS

Item 4 on the Agenda bein New Bﬁl

3(a). Consideration ofa Resolutlon pertaining to the CT Bonding.

it

Moved by Soffredme, ;;seconded by Johnson, that the Board adopts a resolution to approve and
authorize the execution and delivery of a continuing disclosure certificate in connection with the
issuance of the Combustion Turbine No. 1 Project refunding revenue bonds, 2011 series A.

The following individuals addressed the Board:

- Dave Walters, General Manager, Michigan Public Power Agency
- Warren Creamer, Baird & Co.

CARRIED unanimously.

wnd




TCL&P Regular Board Meeting Minutes 2 September 13, 2011

3(b). Discussion of Energy Optimization Plan for years 2012-2015
The following individuals addressed the Board:

- Ed Rice, Executive Director, Traverse City Light & Power
- Jim Cooper, Manager of Communications & Energy Services, Traverse City Light & Power

3(¢). Public Comments on Energy Optimization Plan for years 2012-2015.
No one from the public commented.

Item 5 on the Agenda being Appointments

None. S

Item 6 on the Agenda being Reports and Communicﬁ“tions '

A. From Legal Counsel.
None.

B. From Staff,

1. Jessica Wheaton spoke re: 31 Annual,Enel gy Smart Open House
2. Ed Rice spoke re: Bay Street Undel g1ound1ng Plo_)ect

C. From Board. X

1. Ralph Soffrediﬁf‘ﬁe’requeﬁ ed an update 1'e:2"; the rate analysis project staff is working on.

Item 7 on the Agenda belng Publlc Comment

No one f10m the public Commented

There being no;.objectlon, Changman Coco declared the meeting adjourned at 6:36 p.m.

Edward E. Rice, Secretary
fiw LIGHT AND POWER BOARD
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To: Light and Power Board { ? {<

From: Ed Rice, Executive Director
Date: October 20, 2011
Subject: MECA Safety Program Agreement

- Enclosed in your packet is a proposed agreement between Traverse City Light & Power
Department and Michigan Electric Cooperative Association (MECA) for your
consideration. While the annual cost is within the Executive Director’s spending
authority, the agreement is a multi-year agreement and requires board approval.

MECA has provided safety training for Light & Power employees and other municipal
and cooperative utilities throughout the state for many years. Due to some internal
restructuring, the agency planned to eliminate the training programs. At the urging of
the affected utilities, a new program was developed that requires multi-year
commitments for the beneficiaries of the training to keep the program sustainable for
MECA.

Approval of this agreement will enable Light & Power to continue benefiting from this
invaluable training. By joining with the other 20 member municipal utilities and the
electric cooperatives, this training is more cost effective than Light & Power seeking this
training on its own, while providing consistent training to many utilities throughout the
state.

If the Board is in agreement with Staff's recommendation to enter into this agreement,
the following motion would be appropriate:

MOVED BY , SECONDED BY ,

THAT THE LIGHT & POWER BOARD AUTHORIZES THE EXECUTIVE DIRECTOR TO
ENTER INTO AN AGREEMENT WITH THE MICHIGAN ELECTRIC COOPERATIVE
ASSOCIATION FOR EMPLOYEE SAFETY TRAINING.




Michigan Electric Cooperative Association

SAFETY PROGRAM AGREEMENT

The undersigned municipal utility (“Utility™)
hereby subscribes to participate in the Employee
Safety Program described below (the “Program”) and
provided by the Michigan Electric Cooperative
Association (“MECA”).

The Utility and MECA hereby agree as
follows:

1, The Program,

MECA shall provide the Program services to
the Utility as more particularly set forth on Exhibit
“A” attached to this Agreement and incorporated
herein by reference.

The Program will be provided at a time
scheduled by MECA in a single location within the
Utility’s service territory or in reasonably close
proximity, MECA provides the Program services to
multiple utilities and, for efficiency, reserves the right
to combine the Utility’s Program services with other
utilities’ participation at a more central location.

2. Term.

The initial term of this Agreement is three
(3) years beginning January 1, 2012, The Agreement
shall thereafter automatically renew for successive
three (3) year renewal terms unless either party
provides written notice of non-renewal to the other
party not less than six (6) months prior to the
expiration of the initial term or any renewal term.
MECA may change the fees for the Program services
for any subsequent renewal term by providing written
notice to the Utility not less than eight (8) months
prior to the expiration of the then-current term of this
Agreement,

The Agreement may be earlier terminated by
either party at any time (i) upon a default of the other
party after written notice of the default and failure to
cure the default within 30 days after receipt of the
notice; or (ii) MECA ceasing to provide the Program
services,

Upon an early termination based upon
MECA ceasing to provide the Program, all pre-paid

Program services shall be provided or the annual
payment shall be refunded to the Utility.

3. IFees.

The annual fee for the Program shall be
$20,000, payable in advance to MECA by December
1 of each preceding calendar year during the term of
this Agreement. The annual fee is subject to change
for each renewal term by written notice to the Utility
as provided in Section 2,

4. Liability.

The Utility remains responsible for its
compliance with all applicable safety requirements
and recommendations, Nothing in this Agreement or
in the provision of the Program services to the Utility
and its employees shall cause MECA to assume any
responsibility or any liability to any third party or to
the Utility or its employees for the Utility’s
compliance with any applicable federal, state, local or
industry standards or requirements.

The Utility hereby agrees.to indemnify and
hold MECA, and its directors, members, employees,
contractors and agents, harmless from and against
any claims made against MECA for any injury, death
or damages, including all costs of defense against any
such claim, arising out of or made in connection with
the Utility’s or its employees’ failure to properly
comply with any applicable safety standard or
requirement,

Neither party shall be liable to the other
party for any indirect, incidental or consequential
damages related to either party’s performance or non-
performance of their obligations under this
Agreement,

5. Assignment,

This Agreement shall be binding upon the
parties hereto and their respective successors and
permitted assigns; provided, however, that this
Agreement may not be assigned by the Utility to any




unaffiliated person without the prior written consent
of MECA.

6. Notices.

Any notice required or permitted to be given
under this Agreement shall be in writing and shall be
sent by first class mail, postage prepaid, to the
addresses set forth below. Notice shall be deemed to
be given upon mailing.

7. No Agency.

By entering into this Agreement and
performing its obligations hereunder, MECA is
acting solely as an independent contractor and shall
not be, and shall not be deemed to be, an agent of the
Utility for any purpose.

8. Entire Agreement,

This Agreement contains the entire
agreement of the parties with respect to the provision
of the Program services and supersedes all ptior
correspondence, conversations and negotiations with
respect thereto, Except as otherwise provided herein,
this Agreement may be changed or otherwise
modified only in writing and signed by both parties
hereto.

9. Governing Law.

This Agreement shall be governed by and
interpreted in accordance with the laws of the State of
Michigan,

The undersigned parties have caused this Agreement to be executed by their duly authorized officers or
representatives as of the date accepted and executed by MECA below.

LANO01\236627.4
ID\WIJP - 025166/0999

TRAVERSE CITY LIGHT & POWER

Accepted ,2011

MICHIGAN ELECTRIC COOPERATIVE ASSOCIATION

Craig Borr, President and CEO

Address: 2859 W. Jolly Road

Okemos, MI 48864
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FOR THE LIGHT & POWER BOARD MEETING OF OCTOBER 25, 2011

TRAVERSE CITY

LIGHT & POWER

To: Light and Power Board /
From: Tim Arends, Controller 4
Date: October 21, 2011

Subject: Electric Rate Survey

In December 2006, a rate study was commissioned by L&P management to
compare L&P rates with other utilities in the state that included cooperatives, investor
owned utilities and municipal utilities. The study included an increase in L&P rates that
occurred earlier that year. Attached for your review and information is an update to that
survey.

Recently, Board Member Snodgrass provided management with a list of power
companies and their power cost recovery (PCR) rate component. That list showed L&P
with the highest rate, which caused Mr. Snodgrass concerns that L&P'’s rates were too
high, comparatively. When making any comparison of utility rates, looking at only one
component of a rate structure does not paint the entire picture and can be misleading.

For all rate classes in the updated survey | included L&P with a capped and an
uncapped PCR rate. This allows the Board to see where L&P would likely rank when the
PCR expires, and it depicts the actual difference in cost to the customer due to the capping
of the PCR. As you will see, while the PCR capping did save customers some money on
their monthly bills, L&P will still be among the leaders in the state as it relates to low
customer rates when those caps expire.

Utilities typically reset their PCR base rate whenever they approve a rate
adjustment/increase. Since L&P has not increased or adjusted its rates in 5 years the
actual PCR adjustment is going to be higher than other utilities that likely have raised rates
at some point over the past 5 years; however, the other utilities generally will have higher
PCR base rates than L&P. | thought it would be best to demonstrate this point by updating
the 2006 survey and include the actual rate components. The survey shows that while
L&P’s “uncapped” PCR rate is ranked 21 of the 26 utilities surveyed, or one of the highest,
the actual cost or “total rate” to the customer has L&P ranked 6, one of the lowest in the

state.

Following are statistical conclusions drawn from the survey, by rate class:

RESIDENTIAL:

Light & Power has approximately 8,670 residential customers. In 2010, the average
monthly use was 530 kWh with an average total cost of just under $50/month. This rate
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class represents 74% of L&P’s customer base and contributes nearly 20% of the utility’s
revenues.

e The survey in 2006 ranked L&P 12" at 500 kWh and 17" at 1,000 kWh. In the
updated survey L&P is how ranked 3" at 500 kWh (with PCR cap in place) and 5"
at 1,000 kWh. This represents a significant move in a relatively short period of time.
L&P residential rates increase with increased use because the first 16kWh/day are
billed at a lower rate.

e L&P is one of only two utilities in the study not charging its customers for PA 295
compliance as allowed by the state.

e L&P’s monthly customer charge is 3" lowest in the field surveyed.

SMALL COMMERCIAL.:

Light & Power has approximately 3,000 commercial customers of which 2,200 are billed as
small commercial. In 2010, the average monthly use for small commercial was 1,250 kWh
with an average total cost of $490/month.

e In 20086, L&P ranked 21 of 30 utilities surveyed. Today L&P is ranked 12" among
the peer group.

e The PCR cap saves customers about $2/month but doesn’t impact the total bill
enough to change the rankings.

e The minimum monthly charge is among the lowest in the survey at #6.

LARGE COMMERCIAL.:

Light & Power has 750 large commercial customers with an average use of approximately
12,000 kWh/month. This class is billed an average of $1,000/month. While only
representing 6.5% of the utility’s customer base, this customer class provides 15% of the

utility’s revenues.

e In 2006, L&P ranked 12" of 30 utilities surveyed. Today L&P is ranked 3. The
monthly dollar amount from rank 3 to 12 is approximately $100/month. The
significance of this would be that if L&P increased its rates at the rate of other
utilities, this class of customer would be billed approximately $1,200 more per year.

e L&P’s monthly minimum charge is second lowest among those that charge a fee. |

o Capping the PCR saved customers in this class approximately $15/month but had
little impact on the ranking.

O
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In summary, | believe it is important for utilities to know where they rank regarding
customer rates from time-to-time with other utilities. When making that comparison it is
important to compare not only the different rate components, but the entire utility bill as well
to get an accurate picture. When planning for a rate increase/adjustment, utilities typically
readjust their base for power cost adjustment purposes, along with minimum monthly
charges, etc.

Utility rates across the state and country have been on the rise for a variety of
reasons, and L&P is not immune to these increases as previously reported to you on
several occasions. However, as indicated on the updated survey and by the fact that L&P
has not increased rates in 5 years, its customers can take comfort in the fact that the utility
has a healthy fund balance and has positioned itself well to weather the economic troubles
of the past two years and did not have to increase rates on its customers when they could
least afford it.
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