A REGULAR MEETING
Of The
TRAVERSE CITY LIGHT AND POWER BOARD
Will Be Held On
TUESDAY, February 23, 2016
At
S: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.

Traverse City Light and Power

1131 Hastings Street

Stephanie Tvardek
Administrative Assistant
1131 Hastings Street
Traverse City, MI 49686
(231) 922-4940 ext. 201

Traverse City, MI 49686

(231) 922-4940

Posting Date: 02-18-16

4:00 p.m.



Light and Power Board 2 February 23, 2016
Regular Meeting

AGENDA
Pledge of Allegiance
1. Roll Call

2. Consent Calendar

a. Consideration of approving minutes of the Regular Meeting of February 9, 2016.
(Approval recommended) (p. 4)

b. Consideration of declaring capital asset items surplus. (Approval recommended) (Myers-
Beman) (p. 8)

c. Consideration of approval of the fiber fund budget. (Approval recommended) (Myers-
Beman) (p. 9)

d. Consideration of authorizing an additional $50,000 for the energy efficiency revolving
loan fund held with Venture North. (Approval recommended) (Arends) (p. 11)

e. Consideration of adopting a Capital Improvement Decision Sequence Policy. (Approval
recommended) (Arends) (p. 15)

Items Removed from the Consent Calendar

a.

b.

3. Unfinished Business

None.

4. New Business

a. Consideration of solar avoided cost rate tariff and setting of a Public Hearing. (Myers-
Beman/Utility Financial Solutions) (p. 18)

b. Consideration of Pole Replacement Project Authorization Request, (Schimpke) (p. 31)

5. Appointments

None.

6. Reports and Communications

a. From Legal Counsel.

b. From Staff.
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Regular Meeting

1. Presentation of December 31, 2015 financial statements. (Myers-Beman) (p. 34)
2. Presentation of a system study proposal. (Schimpke) (p. 42)

C. From Board,

7. Public Comment

fst



TRAVERSE CITY
LIGHT AND POWER BOARD

Minutes of Regular Meeting
Held at 5:15 p.m., Commission Chambers, Governmental Center
Tuesday, February 9, 2016

Board Members -
Present: Pat McGuire, Jeff Palisin, Amy Shamroe, Bob Spence, Tim Werner, Jan
Geht, John Taylor
Ex Officio Member -

Present: Marty Colburn, City Manager

Others:

Karla Myers-Beman, Controller
5:21 p.m. Bob Spence joined the meeting,

Moved by McGuire, seconded by Palisin, that the Traverse City Light & Power Strategic Plan —
2016 be adopted as presented.

CARRIED unanimously.

Item 3 on the Agenda being Unfinished Business
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None.

Item 4 on the Agenda being New Business

i, 2014-15 financial audit presentation.
The following individuals addressed the Board:

Karla Myers-Beman, Controller
Alan Panter, CPA, Abraham & Gafthey, P.C.

Moved by Shamroe, seconded by Geht, that the financial statements for the fiscal year ended
June 30, 2015, be accepted.

CARRIED unanimously.

2. Consideration of 2016 Six Year Capital Plag:

isin, that th¢"Board authorizes the Executive Director to
t ,,"nts Plan— 2016 as pLesented to the City Manager for

Shanwroe clarified she would:consider Geht’s motion a friendly amendment, which she and
Palisin suppott.

The motion on the table is as follows:

Moved by Shamroe, seconded by Palisin, that the Board authorizes the Executive Director to
submit the Six Year Capital Improvements Plan — 2016 as amended to remove Fiber to the
Premises to the City Manager for review and approval of the City Commission and City

Planning Commission.

The following individuals from the public addressed the Board:
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Michael Nunn

Ben Munger, 1291 Lake Ridge Circle, Ratepayer
Kris Shafer, CEQ, Elevate Net, 121 E. Front Street
Jonathon Leeds, 1002 E. State Street, Ratepayer
Albert Steed, 225 Cochlin, Ratepayer

Randy Bishop, Torch Lake Township

J. Mueller, 101 N. Park Street, Ratepayer

CARRIED unanimously.

Item 5 on the Agenda being Appointments

None.

Item 6 on the Agenda being Reports and Communicafiois

a. From Legal Counsel,

‘case cited the Browi:Bark case in a water

1. W. Peter Doren reported a recent ¢
lawsuit.

b. From Staff,

c. From Board.

1. Bob Spence asked how the CIP decision sequence would be addressed. Chairman
Taylor requested it be brought back to the Board for further discussion.

Item 7 on the Agenda being Public Comment

No one from the public commented.

There being no objection, Chairman Taylor declared the meeting adjourned at 6:46 p.m.
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Tim Arends, Secretary
/st LIGHT AND POWER BOARD




FOR THE LIGHT & POWER BOARD MEETING OF FEBRUARY 23, 2016

TRAVERSE CITY

LIGHT & POWER
To: Light & Power Board
From: Tim Arends, Executive Director
Date: February 12, 2016

Subject: Declaring Capital Ttems Surplus

As employees continue to organize with the recent completion of the Covered Storage Arca a
few items have been found that are no longer of use to the utility and staff is requesting the items
be declared surplus.

[tems are as follows:

1. Megger Thumper (used for cable fault diagnosis the equipment no longer works and the
company ceased making this model)
Refrigerator (Kalkaska Combustion Turbine)
Grey wood cabinet (Steam Plant)

Metal rack (Service Center)

Homelite chainsaw (Service Center)

(2) Customized weed whips (Steam plant)
Automatic pipe threader (Steam plant)
Floor machine scrubber (Steam plant)
Steel box (Service Center - Signals)

e il o

These items need to be declared surplus in accordance with TCL&P’s Capital Asset Policy
which states, “Any capital asset dispositions not considered scrap should be approved for
disposal by the Light and Power Board.”

It is staff’s recommendation to declare these items surplus in accordance with TCL&P’s Capital
Asset Policy. This item is on the Consent Calendar as it is deemed non-controversial.
Approval of this item on the Consent Calendar means you agree with staff’s recommendation.

If any member of the Board or the public wishes to discuss this matter, other than clarifying
questions, it should be placed on the “Items Removed from the Consent Calendar” portion of the
agenda for full discussion. Tf after Board discussion you agree with staff’s recommendation the
following motion would be appropriate:

MOVED BY , SECONDED BY )

THAT THE BOARD DECLARES THE I''EMS DESCRIBED ABOVE AS SURPLUS.



FOR THE LIGHT & POWER BOARD MEETING OF FEBRUARY 23, 2016

TRAVERSE CITY

LIGHT & POWER
To: Light & Power Board
From: Karla Myers-Beman, Controller lW
Date: February 10, 2016

Subject: Fiber Fund Budget

In accordance with City Charter Chapter XVIII, section 179 (o), the 2016-17 Fiber Fund
Operating Budget must be submitted to the City Commission by its last meeting in April.

The Fiber Fund was reviewed by the Board at the February 9, 2016 board meeting and there has
been no changes made since the presentation. The budget is attached for your reference.

This item is appearing on the Consent Calendar as it is deemed by staff to be a non-controversial
item.  Approval of this item on the Consent Calendar means you agree with stafl’s
recommendation.

If any member of the Board or the public wishes to discuss this matter, other than clarifying
questions, it should be placed on the “ltems Removed from the Consent Calendar” portion of the
agenda for full discussion.

If after Board discussion you agree with staff’s recommendation the following motion would be
appropriate:

MOVED BY s SECONDED BY s THAT THE

BOARD APPROVES SUBMITTAL OF THE 2016-17 FIBER FUND OPERATING BUDGET AS

PRESENTED TO THE CITY COMMISSION FOR I'TS CONSIDERATION.



Traverse City Light & Power
Fiber Optics Fund
2016-17 Budgeted Revenues and Expenses

FY 13/14 FY 14/15 FY 15/16 FY 15/16 FY 16/17
Actual Actual Budgeted Prejected Recommended
Operating revenues:
Charges for services b 229,i20 $ 255,752 § 288,200 § 281,076 § 326,316
Operating expenses:
Salaries and wages - 49,165 31,000 56,000 72,072
Fringe benefits - 35,167 21,000 37,000 57,632
Office & operation supplies - 331 12,000 1,000 1,300
Supervision & maintenance 60,987 - - - -
Overhead & Underground lines 19,522 4,085 - - -
Customer installations 2,187 - - - -
Termination boxes 23,834 - - - -
WIFI operations and naintenance - 23,225 37,460 33,500 32,000
Hardware and software - - - 5,400 4,000
Professional services - - 4,200 4,000 54,200
Legal services - - 2,200 2,500 2,700
City fee 11,464 12,788 14,435 14,100 16,400
Professional development - - 2,100 2,300 2,500
Insurance 791 1,161 1,200 1,300 1,400
Repair and maintenance - - - 5,500 5,000
Vehicle rental - 12,461 4,500 12,500 13,000
Miscellaneous 4,750 - - - -
Depreciation expense 90,109 116,606 138,400 143,000 145,000
Total operating expenses 219,644 254,989 268,435 318,100 406,904
Operating income (loss) 9,476 763 19,765 (37,024) (80,588)
Non-gperating revenuwes:
Reimbursements 21,628 296,122 30,400 38,400 38,400
Interest revenue 167 4 500 500 500
Total non operating revenues 21,795 296,126 30,900 38,900 38,900
Other financing transfers:
Transfer out - - - (175,000) (175,000)
Net income (loss) 5 31,271 §$ 296,889 § 50,665 § (173,124) § (216,688)
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FOR THE LIGHT & POWER BOARD MEETING OF FEBRUARY 23, 2016

TRAVERSE CITY

LIGHT & POWER
[ S'I'.1 912
To: Light & Power Board
From: Tim Arends, Executive Director
Date: February 10, 2016

Subject: Energy Efficiency Revolving Loan Funding — Additional Request

At the April 14, 2015 board meeting, the board agreed to buy down the interest rate with funds
previously provided to Venture Noith for the purpose of providing secure loans to TCL&P
customers looking to finance energy efficiency projects. These upgrades not only reduce
monthly utility bills for the customer, but reduce the utility’s peak demand which is a financial
benefit to all customers of TCL&P.

TCL&P offers the zero percent financing as a way to compete with neighboring utilities who
offer the same program through Michigan Saves. Since this adoption, Venture North has issued
one loan and has two more likely borrowers who will potentially exhaust the funds available
within the next few months. These borrowers are well established customers with a low
delinquency risk. The fund balance available to loan is $45,000 and the outstanding requests total
$87,000 exceeding the funds available by $42,000.

Staff recommends increasing the Energy Efficiency Revolving Loan Fund program by $50,000
to continue the current success of the program, and by adding the additional contribution to the
revolving loan fund; it provides an opportunity in the future for the funds to grow and become
self-sustainable for energy efficiency projects in our community for decades to come.

If approved, staff will create a fourth letter of understanding to incorporate the additional
$50,000 contribution to the revolving loan fund. A copy of the last letter of understanding is
included as a reference.

This item is appearing on the Consent Calendar as it is deemed by staff to be a non-controversial
item.  Approval of this item on the Consent Calendar means you agree with staff’s
recommendation.

If any member of the Board or the public wishes to discuss this matter, other than clarifying
questions, it should be placed on the “Items Removed from the Consent Calendar” portion of the
agenda for full discussion.

If after Board discussion you agree with staff’s recommendation the following motion would be
appropriate:

(Motion on following page)
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FOR THE LIGHT & POWER BOARD MEETING OF FEBRUARY 23, 2016

MOVED BY , SECONDED BY , THAT THE

BOARD AUTHORIZES THE EXECUTIVE DIRECTOR TO TRANSFER AN ADDITIONAL
$50,000 TO VENTURE NORTH TO INCREASE THE TCL&P ENERGY EFFICIENCY
REVOLVING LOAN FUND PROGRAM TO A BALANCE OF $150,000 AND MODIFY THE
CURRENT LETTER OF UNDERSTANDING WITH VENTURE NORTH TO REFLECT THAT
CUMULATIVE LOAN BALANCE (REFLECTED AS A LONG TERM RECEIVABLE ON
TCL&P BALANCE SHEEET) WITH A FOURTH LETTER OF UNDERSTANDING SUBJECT

TO GENERAL COUNSEL REVIEW,

12



TRAVERSE CITY

LIGHT & POWER

Investing Our Energy In You

May 6, 2015

VENTURE NORTH FUNDING & DEVELOPMENT
202 E GRANDVIEW PARKWAY
TRAVERSE CITY, MI 49684

Re: THIRD LETTER OF UNDERSTANDING, SUPERSEDING THE FIRST TWO LETTERS OF
UNDERSTANDING -- Venture North TCL&P Energy Efficiency Revolving Loan Fund

This agreement supersedes the first two Letters of Understanding dated November 28, 2012 and June 11, 2013,
respectively. The Traverse City Light and Power Department (“TCL&P™) is pleased to assist Ventuie North
Funding & Development (“Venture North”), the Traverse City Area Chamber of Commerce’s (“Chamber”)
sister economic development division under TraverseCONNECT, by providing funding to the Chamber in the
past in the amowunt of $100,000 for the Chamber TCL&P Energy Efficiency Revolving Loan Fund, now naumed
Venture North TCL&P Energy Efficiency Revolving Loan Fund (“Program”). TCL&P and Ventare North
share an understanding of the importance to promote and encourage energy efficiency in the Traverse City area.

Commercial and industrial customers of TCL&P are some of the area’s largest consumers of electric power.
TCL&P anticipates that with the cooperation of Venture North in the selection of projects most likely to reduce
electric demand at peak times, there could be a reduction in its costs of purchased power.

By signing below, Venture North agrees to conduct the Program as described in Attachment A which is
incorporated here by reference. Venture Notth further agrees (hat the funds it receives from TCL&P for the
Program will be earmarked to fund qualifying electric energy optimization projects of TCL&P commercial and
industrial customers only. Furthermore, if and when Venture North discontinues the Program, it agrees to
return the remaining funds, including any accrued interest, to TCL&P.

Consistent with TCL&DP’s strategic determination that achieving energy efficiency for commeicial and
industrial customers during system peak will benefit the utility, Venture North shall report to the TCL&P Board
the impact of this investment on reducing energy consumption during peak demand on an annual basis.

Sincerely,

g %(

Timothy J. Arends
Executive Ditector
Traverse City Light and Power Department

Venture North Funding & Development agrees to and accepts the terms detailed above this [ O+L?'lay of May,
2015,

Signed: &7{ M abl oz F—

title:  Excenfive 0irecto m

t: 231 922 4940 tclp.org
f: 231 922 4638

131 Hastings Street
Traversa City, Ml 49684




ATTACHMENT A

Program Description

The Venture North TCL&P Energy Efficiency Revolving Loan Fund (“Program”) will extend to Traverse City
Light and Power (“TCL&P”) commercial and industrial utility customers. The program will provide low-
interest micro-loans for businesses that ave investing in energy efficient measures identified through a
comprehensive energy assessment or audit.

Projeet Selection Process

Potential applicants will be required to complete a pre-qualification application via Venture North’s website. A
designated I.oan Review Comunittee will review and score qualified applications based on the following
criteria:

o Must be a confirmed TCL&P commercial or industrial customer;

« Completion of a comprehensive energy assessment ot audit;

« . Proven reduction of electric demand at peak times;

o The businesses need for financial assistance;

o The feasibility of the proposed business activity,

« The past business expetience of the applicant;

« Sufficient collateral pledged and/or guarantees;

o Capability of paying back the loan;

Terms, Interest Rates, and Fees

Loan conditions will vary based on type of project and the needs of (he borrower. The following identifies the
average size, term, and interest rate:
+ Loan Size: Up to $50,000
« Toan Term: Up to 5 yeats _
+ Interest Rate: between 0% and 5% - to be determined by Venture North’s Loan Committee, which
includes a TCL&P representative
« Customers may be required to pay a loan application fee

Administration

Venture Notth will provide the following administrative services for the Energy Efficiency Revolving Loan
Fund:

e Promote the Venture North TCL&P Energy Efficiency Revolving Loan Fund via Venturc North’s
website and standard Venture North marketing and communications. TCL&P will also promote the
program fo its customers through appropriate avenues;

Provide pre - qualification service of potential applicants;
Monitor and service loan(s) for the term of the note;
Establishment of a designated, restricted bank account;
Produce auditor ready financial statements;

Available to report to the TCL&P Board as requested;

&»

In consideration for the above administrative services provided by Venture North, it will retain 1.5% of the
interest payments of any loan for the term of the loan. Venture Notth will annually invoice TCL&P 1.5% on
any collected principal loan repayments for any 0% iaterest loans issucd. All loan principal and interest
payments (less the [.5% described above) will be re-deposited into the Venture North TCL&P Encrgy
Efficiency Revolving Loan Fund for future use.




FOR THE LIGHT & POWER BOARD MEETING OF FEBRUARY 23, 2016

TRAVERSE CITY

LIGHT & POWER
To: Light & Power Board
From: Tim Arends, Executive Directo
Date: February 12, 2016
Subject: Capital Improvement Decision Sequence Policy

As part of the utility’s Six Year Capital Plan (“Plan”) review at the last board meeting, general
counsel provided a guiding document that was included within the packet material named the
Capital Improvements Decision Sequence. Staff, from the direction of board member Bob
Spence, has incorporated this guiding document into a new policy, Capital Improvement
Decision Sequence Policy.

The purpose of this policy is for staff and the Board to use it as a guiding tool as to the stages of
commitment for a capital project, the level of decisions that have to be made, steps that need to
be taken for a capital project to proceed to the next stage, and when a capital project should be
included or excluded from the utility’s plan.

The policy is included for your review.

Staff recommends approval of the Capital Improvement Decision Sequence Policy as presented.
This item is appearing on the Consent Calendar as it is deemed by staff to be a non-controversial
item, Approval of this item on the Consent Calendar means you agree with staff’s
recommendation.

If any member of the Board or the public wishes to discuss any one of these matters, other than
clarifying questions, the items, individually, should be placed on the “Items Removed from the
Consent Calendar” portion of the agenda for full discussion. If after Board discussion you agree
with staff’s recommendation, the following motion would be appropriate:

MOVED BY , SECONDED BY )

THAT THE BOARD ADOPTS THE CAPITAL IMPROVEMENT DECISION

SEQUENCE POLICY AS PRESENTED WITH AN IMMEDIATE EFFECTIVE DATE.
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Light and Power Department
City of Traverse City, MI

Adopted:

CAPITAL IMPROVEMENTS DECISION SEQUENCE POLICY

Purpose

To provide a guiding tool to staff as to the stages of commitment for a capital project and the
levels of decisions that have to be made and steps that need to be taken for a capital project to
proceed to the next stage.

Process

Annually during the preparation of the utility’s Six Year Capital Improvement Plan (“Plan™),
staff is required to evaluate and classify each proposed capital project to be included within the
Plan as to the stage of commitment (defined below) the project will be at when the utility
initially presents the Plan to the Board. The following are the Stages of Commitment:

1, Ideaor Concern. “Are we interested in this?”

Staff or Board sees an opportunity or need for a capital improvement that might
benefit the utility.
Staff internally prepares a report and analysis of that opportunity.

2. Preliminary Study. “We might want to do this.”

Staff (or the Board authorizes) a preliminary study and rough cost estimate.
Possible pubtlic hearing or input.
Study and public input shows it to be worthwhile endeavor.

3. Capital Improvement Plan. “We want to do this, if it is approved by the City and is good
for business.”

*

Added to the Plan.

Reviewed by the City.

Business plan prepared if appropriate.

Other studies or reports as may be appropriate for that project (c.g. environmental
impact).

Dropped trom Plan if business plan or study shows problem.

4. Project Authorization. “We will do this, if it is feasible financially and engineering-

WiSC.”
[ ]
[ ]

Refined business and cost analysis.

Engineering design and cost estimate.

Critical path chant.

Customer contracts or market study if appropriate.
Referendum possibility if generation.

16



5. Contract. ‘“We promise to do this,”
* Procurement contract.
¢ Construction contract.
¢ Change order possibilities.

Staff shall use this policy as a guiding tool for the capital project process, but more specifically
of when and when not to include a capital project in the Plan. Special circumstances may arise
where this policy may not be followed at which time Staff will provide to the Board rationale for

its decision.

Timothy Arends
Executive Director and Secretary
Traverse City Light and Power Board
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FOR THE LIGHT & POWER BOARD MEETING OF FEBRUARY 23, 2016

TRAVERSE CITY

LIGHT & POWER
To: Light & Power Board
From: Tim Arends, Executive Director
Date: February 17, 2016

Subject: Solar Avoided Cost Rate Tariff

At the November 10, 2015 Board meeting, Mark Beauchamp from Utility Financial Solutions
presented on the topic of distributed generation systems. The discussion included how to value
the energy generated from the solar arrays and the pros and cons of each methodology (long term
marginal cost, short run marginal cost, and current cost). After the presentation the Board
provided direction to have Utility Financial Solutions prepare the avoided cost rate for proposed
solar projects on the long term marginal cost.

Enclosed in the packet is the presentation of the results of calculating the avoided cost from solar
generation within TCL&P’s distribution system utilizing the methodology of long term marginal
cost. The results of the calculations are $.0808 per kWh for residential and $.0842 per kWh for
commercial, respectively.

By calculating the rate tariff on the long term marginal cost it provides a stable price signal to the
utility’s customers unlike the short run marginal costs that fluctuates with the market price of
power and does not provide credit for capacity value of customer’s generation. Additionally, the
long term marginal cost takes into account the theoretical cost of avoiding construction of
generation, which is the true cost of energy in the future rather than the current cost methodology
using the utility’s cost of service studies demand and energy component for power supply.

As part of the solar avoided cost rate tariff, the utility is moving toward preparing the Solar
Customer Generation Policy with a “buy all sell all” method to prevent any subsidization of
distribution and transmission infrastructure costs. This policy is planned to be before the Board
for approval at the next meeting. This rate will also be utilized for any future community solar
projects within TCL&P’s distribution system.

After the presentation, if the Board concurs with staff and Utility Financial Solutions in
approving a new Solar Avoided Cost Rate Tariff the following motion would be appropriate.

(Motion next page)
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FOR THE LIGHT & POWER BOARD MEETING OF FEBRUARY 23, 2016

MOVED BY , SECONDED BY )

THAT THE BOARD AUTHORIZES THE SECRETARY TO SET A PUBLIC HEARING
FOR THE PROPOSED SOLAR AVOIDED COST RATE TARIFI TO BE HELD AT
THE MARCH 8, 2016 REGULAR MEETING; AND FURTHER THAT A NOTICE OF
THE PUBLIC HEARING BE POSTED ON THE UTILITY’S WEBSITE AND PLACED

IN THE TRAVERSE CITY RECORD EAGLFE,

19
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FOR THE LIGHT & POWER BOARD MEETING OF FEBRUARY 23,2016

To: Light & Power Board
From: Tim Arends, Executive Directdr
Date: February 15, 2016

Subject: Project Authorization Request — Pole Replacement

Staff has prepared a packet of information and is requesting authorization from the TCL&P Board for
staff to proceed with the development, design and construction of the Pole Replacement Project. This
project was approved in the TCL&P Six Year Capital Improvements Plan in the year 2016-17.

Staff will be available and prepared to answer any questions regarding the project.

Staff recommends Board approval of the project authorization for the Pole Replacement Project and seeks
the necessary board approvals for expenditures in order to complete the project in calendar year 2016.

If after Board discussion you agree with staff’s recommendation the following motion would be
appropriate:

MOVED BY , SECONDED BY , THAT THE

BOARD APPROVE AS PRESENTED THE POLE REPLACEMENT PROJECT AND DIRECTS
STAFF TO SOLICIT MATERIAL QUOTES FOR THE BOARD’S CONSIDERATION OF

APPROVAL.,
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TRAVERSE CITY

PROJECT AUTHORIZATION REQUEST LIGHT & POWER

Project Name: Pole Replacements

Budgeted in CIP: Yes

Dollar Amount Budgeted: $650,000 (2016-17 year)
Date of Board Presentation: February 23, 2016

Objective: Target Completion date of November 1, 2016
Project Description:

The project consists of replacing approximately 300 substandard poles and related materials such
as cross arms, pins, insulators, ete. throughout the utility’s distribution system. The utility’s
crew will be handling the removing and disposal of the current substandard poles in place and
replacing them with newly purchased poles and related material. The utility will be replacing the
poles by major circuits starting with PC-22, BW-22 and CD-30

Project Purpose and Necessity:

The utility hired American Energy Services to evaluate each pole within the utility’s service area
to verify pole integrity within the distribution system, because the condition of wood poles
deteriorates over time due to factors such as weather, insect, bird and rodent damage or
mechanical impact.

The scope of the work encompassed visual inspection looking for rotting, cross arm damage,
broken pins and insulators and any other items that may jeopardize the integrity of the pole or
electrical system. Any poles that failed the visual inspection test or have been in service longer
than ten years required a sonic/sound test. Any poles that did not meet the visual inspection or
sonic/sound test requirements were reported to the utility with the recommendation for them to
be replaced.

The results of the testing encompasses approximately 300 poles that have to be replaced along
with related cross arms, pins and insulators, etc. based on the pole location.

It is important these poles are replaced, because once a pole’s condition has deteriorated to a
certain extent it could potentially fail under adverse weather conditions and place the reliability
and safety of the distribution system at risk. Additionally, these substandard poles can lead to a
cascading failure effect on nearby poles, and from both a public safety and cconomic
perspective, these could be very impactful on the community. The damage caused from a
cascading failure is far more impactful than a single pole failure. They tend to have longer
outages with the risk of people coming into contact with downed wires and other cquipment that
may be encrgized.
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TRAVERSE CIYY

PROJECT AUTHORIZATION REQUEST LIGHT & POWER

Project Benefits:

The benefit of replacing the substandard poles is mitigating the risk of outages on the utility’s
distribution system resulting from pole failures. By mitigating the risk of outages it promotes the
utility’s ability to provide safe and reliable power to the utility’s customers and allow the utility
to remain in compliance with the strategic plan goal of ensuring Average Service Availability
Index remains above 99.97%.

Timing of Project:

Due to the potential risk of these poles failing, this project is of high priority for 2016.

Project Timeline:

Bidding of materials will occur in spring with internal labor performing the construction starting
in April 2016.

Preliminary Engineering Cost Estimate:

Materials (approximately 310 poles & associated hardware) — § 180,000

Labor (3-man crew with bucket truck & digger truck) $ 385,000

Engineering & Administrative & Construction Inspections $ 45,000

Contingency (15%) $ 90,000

Total $ 700,000
Financing:

No bonding or borrowing is required. Current cash reserves have been allocated within the Six
Year Capital Improvements Plan,

Additional Revenues:
None.
Impact on O&M Expenses:

No immediate impact, the utility will have to continue to monitor and test the distribution poles
within the system in the future.

Staff Recommendation:

Replace the substandard poles identified by American Energy Services.
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FOR THE LIGHT & POWER BOARD MEETING OF FEBRUARY 23,2016

RAVERSE CITY

IGHT & POWER

To: Light and Power Beard

From: Karla Myers-Beman, Controller Y2
Date: February 8, 2016

Subject: Quarterly Financial Report

Enclosed in your packet are the second quatter financial statements for the Electric and Fiber Funds.

Electric Utility Fund

As of December 31, 2015 (50% through the fiscal year) operating revenues are 48.7% of budgeted operating
revenues. Overall revenues have decreased compared to prior year because of the modifications made to the
PCR. formula and decrease in the wholesale cost of power,

Total operating expenses are at 48.32% of budget year-to-date, or very nearly on-budget, with purchase power
costs at 49.26% and public service costs at 38.92% lower than expected due to energy optimization funds not
fully expended. General administration expenses at 40.09% lower than expected because of expenses expected
to be incurred later in the fiscal year.

Net income through the first quarter is $1,168,210, which is approximately a $1.9 million decrease over the prior
year,

Cash flows shows approximately $4.9 million expended in capital assets, primarily for West Side Transmission
Line project, Pine and State Street Underground project, South Substation replacement transformers, and the
Covered Storage Building project.

Fiber Fund

Revenues in the Fiber Fund are 41.43% of budgeted operating revenues while expenses are 58.62% of budget
year-to-date. Salaries and related fringe benefits are at 100.6% and 111.34% of budget, because more time is
being allocated to fiber maintenance during the fiscal year than expected. WIFI operations and maintenance is at
63.84% of budget relating to Merit Network expense incurred this quarter relating to internet feed for the WIFI
system, a primary expense of this line item. The Fund has a net loss or change in net position of $(37,838).

It is planned the Fiber Fund will begin reimbursements to the Electric Utility Fund for the initial investment of
the backbone fiber network.
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TRAVERSE CITY LIGHT AND POWER
(A Component Unit of the City of Traverse City, Michigan)
ELECTRIC FUND

STATEMENT OF CASH FLOWS
FOR THE PERIOD ENDED DECEMBER 31, 2015

Cash flows from operating activities
Cash received from customers
Cash payments to employees
Cash payments to suppliers for goods and services
Cash payments of City fee

Net cash provided by operating activities
Cash flows from noncapital financing activities
Cash payments from funds
Customer deposits paid
Rental income received
Reimbursements received
Net eash provided by noncapital financing activities
Cash flows from capital and related financing activities
Proceeds from assets held for sale
Purchase of capital assets
Net cash used by capital and related financing activities
Cash flows from investing activitics
Sale of investments
Interest and dividends
Net cash provided by investing activities
Net decrease in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

18,282,551
(2,313,691)

(13,173,849)
(1,113,259)

1,681,752

19,441
14,136
39,925
216,247

289,749

601,969
(4.995,397)

(4,393,428)

(2,005,425}
84,981

{1,920,444)

(4,342,371

9,098,003

4,755,632
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FOR THE LIGHT & POWER BOARD MEETING OF FEBRUARY 23, 2016

‘:.51. 19)‘9

TRAVERSE CITY

LIGHT & POWER

100 YEARS
L

To; Light & Power Board
From: Pete Schimpke, Manager of Operations & Engineering f

Date: February 17,2016
Subject: GRP Electric System Study & 6-Year Plan Engincering Services Proposal

Attached for your information is a proposal from GRP Engineering to perform a comprehensive
Electric System Study & 6-Year Plan (Study). The Study will included analysis of current conditions
as well as five (5) and ten (10) year assessments using expected TCLP load growth.

This study will help to ensure that the TCLP electric system not only maintains its current level of
reliability but also help identify areas where reliability can be further improved, Improvements
identified in this Study will be given serious consideration by Staff for inclusion in the TCLP 6-Year
Plan. )

In addition, GRP will include a review of the reliability for the top ten (10) load and crifical
customers continuing our commitment to Key Account Customers. The study will also include a
review of the use of our distribution capacitors which has not been recently done. .

The deliverables include a written report, drawings presenting proposed improvements, estimated
project costs, and a final presentation to the TCLP Board if desired.
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GRP

Engineering, Inc. Power Utility & Electrical Engineering

Febiuary 4, 2016

Mr. Tim Arends

Executive Director

Traverse City Light & Power
1131 Hastings St.

Traverse City, MI 49686

RE: Eleciric System Study & 6-Year Plan
Engineering Services Proposal

Deat Tim:

GRP Engineeting, Inc. is pleased to present this proposal to Traverse City Light & Power (TCL&P) for
engineering services to complete an Electric System Study & 6-Year Plan. The study is being
completed to insure system capacity is maintained, reliability is improved, and upgrades are completed
in a logical fashion.

The scope of this electric system study is to review the distribution system from the substation breakers
through the transformer level for equipment and conductor capacity issues, plus voltage issues under
several system scenarios for both current system loads and projected 5 and 10 year load growth,
Furthermore, the study will include a review of the reliability for the top ten load and critical customers
plus a review of VAR loading and capacitor placement. Loading on secondaries and services will not be
analyzed as part of this study. The study will be completed through the use of TCL&P's electric system
model in Milsoft’s WindMil Engineering Analysis Softwate. WindMil will be utilized to perform
system load flow analysis under normal and 1* contingency conditions, including equipment and
conductor loading, capacitor placement, and circuit load balancing.

The results of the system analysis will be utilized to verify and adjust the current 6-year capital project
plan. The report will include drawings depicting system capacity issues, recommendations, and cost
estitates for system improvement projects.

Electric System Study Scope of Services
The scope of scrvices for the Eleotric System Study & 6-Year Plan includes the following:
¢ Conduct study review meeting with TCL&P staff.
o Interview TCL&P staff to document recent history of electiical distribution system operational
issues, outages, and potential growth areas.
s Retrieval of system winter and summer peak circuit loads.

6290 Jupiter Avenue NE Suite D 459 Bay Street
Belmont Ml 49306 Petoskey MI 49770
P: 616.942.7183 www.grp-engineering.com P; 231.439.9683

F: 616.285.6448 F: 231.435,9698




* Create working system model from base provided by TCL&P including adding source data,
conductor characteristics, construction codes, and transformer impedances, Base model must
include customers correctly connected to fransformers.

Integration of customer billing peak load data into model.

o Establish TCL&P electric system operating philosophy including maximum conductor and
equipment loading limits and voltage limits. Conductor thermal loading limits will be the basis
for continuous and emergency conductor ampacity ratings.

¢ Analyze and review system for capacity issues and voltage issues. Analysis will include
conductor and equipment loading levels, voltage drop, capacitor placement, and load balancing.

o Perform load growth scenario for 5 & [0 years based on allocation of historical load data.
Complete voltage drop and capacity analysis for each load growth case for several system
scenarios including loss of a major circuit and loss of a substation transformer

¢ System analysis will include circuit review utilizing all major circuit ties.

o Analyze system reliability for both top ten [oad customers and top ten critical customers,

e Preparation of drawings depicting conductor loading conditions under each load case and
recommended conductor changes.

Prepare construction cost estimates for recommended projects,

Present preliminary electric system report including proposed revisions to the 6-year capital
project plan, drawings, and proposed conductor and equipment changes to TCL&P staff. Revise
report as requited by the TCL&P.

¢ Conduct final presentation to the TCL&P Board.

Deliverables
Deliverables at the end of the study include the following:
s Report outlining system analysis and recommended upgrades over the next five years. Three (3)
copies of the report and drawings will be provided along with one electronic copy.
o Cost estimates for recommended projects.
¢ Drawings illustrating system capacities at current and S-year load growth.
¢ Drawings depicting locations of recommended projects to complete in the 6-year plan.

Proposal is based on TCL&P providing their Milsoft WindMil system model including consumets
correctly connected to transformers which will be utilized for loading analysis, plus a distribution
system map in either AutoCAD or ESRI shape file format for creating conductor loading drawings.
Review of generation facilities, power purchase, and rates is not included in this study.

GRP Engineering, Ine, proposes to complete the Electric System Study & 6-Year Plan engineering
services for a lump sum fee of $34,000. All services performed for the TCL&P within this scope will
be billed on a monthly basis. Should additional services be required outside the scope of this proposal,
we will complete those tasks on an hourly basis based on the attached rate sheet.

We appreciate the opportunity to submit this proposal and look forward to being of service to you.
Please contact me should you have any questions.

6290 Jupiter Avenua NE Suite D 459 Bay Street
Belmont d1 49308 Petoskey M| 49770
P: 616.942.7183 www.grp-enginesring.com P: 231.439,9683
F: 616.285.6448 F: 2314399698
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Sincerely,
GRP Engineering, Inc,

L. Pitesholl

Michael P. McGeehan, P.E.
President

Enclosures

ccfenc: TCL&P
Mr, Pete Schimpke

6280 Jupiter Avenue NE Suite D
Belmont Ml 49306

P; 616.942,7183

F: 616.285.6448

wwav.grp-engincering.com

459 Bay Street
Petoskey MI 49770
P: 231.439.9683
F: 231.439.2698
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