A REGULAR MEETING
Of The
TRAVERSE CITY LIGHT AND POWER BOARD
Will Be Held On
TUESDAY, November 8, 2016
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.

Jennifer J. St. Amour
Administrative Assistant
1131 Hastings Street
Traverse City, MI 49686
(231) 922-4940 ext. 201

Traverse City Light and Power Posting Date: 11-4-16
1131 Hastings Street 3:00 p.m.
Traverse City, MI 49686

(231) 922-4940




Light and Power Board ¥ November 8, 2016
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
fogether 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 for full discussion. Such requests will be automatically
respected. If an item is not removed from the consent calendar, the action noted in parentheses
on the agenda is approved by a single Board action adopting the consent calendar.

3. Unfinished Business

None.

4, New Business

a. Consideration of approving minutes of the Regular Meeting of October 25, 2016.
(Approval recommended) (p.3)

5. Appointments

None.

6. Reports and Communications

a. From Legal Counsel.
b. From Staff.

1. June 30, 2016 Financial Statements. (Myers-Beman) (p.5)

2. Franklin Energy Presentation regarding TCL&P’s Energy Efficiency Program.
(Arends/Franklin) (p.13)

3. Presentation by SEEDS (Salzman) (p.26)

4. Overview of TCL&P information technology issues (Menhart) (p.37)

5. Fiber to the Premise (Menhart) (p.40)

C. From Board.

7. Public Comment

/is



TRAVERSE CITY
LIGHT AND POWER BOARD

Minutes of Regular Meeting
Held at 5:15 p.m., Commission Chambers, Governmental Center
Tuesday, October 25, 2016

Board Members -
Present: Pat McGuire, Jeff Palisin, Amy Shamroe, John Taylor, Tim Werner, Jan
Geht
Absent: Bob Spence
Ex Officio Member -
Present: Marty Colburn, City Manager * i
Others: Tim Arends, Karla Myers:Beman, Kelli Scluoed,el Scott Menhart, Mark
Watson, Blake Wilsoi

y Chartrand, Jennifer: St Amom

The meeting was called to order at 5:15 p.m. by..C 1air

Tim Arends introduced TCL&P’s new System Engmee K
Chartrand.

Olchald Helghts Over
C. Declaring trailer surplus

Item 3 on the Agenda beiﬁg?Unfinished Business

None.

Item 4 on the Agenda being New Business

None.

Ttem 5 on the Agenda being Appointments

None.



TCL&P Regular Board Meeting Minutes Z October 25, 2016

Item 6 on the Agenda being Reports and Communications

a. From Legal Counsel.
b. From Staff.
1. 2016 Customer Survey results.
The following individuals addressed the Board:
Cathlyn Sommerfield, Ph.D., CS Research & Consulting, LL.C

Kelli Schroeder, Manager of HR & Communications
Tim Arends, Executive Director :

2. Tim Arends introduced the Capital Plan Up

2a. June 30, 2016 Summary. (No formal preéén ation gi‘}é 7

2c. Blake Wilson and Karla Myels-Beman pl" i
Project. A

There being no oi):ii.é_jf(:ticn, Chairman Geht declared the meeting adjourned at 6:10 p.m.

Tim Arends, Secretary
/js LIGHT AND POWER BOARD




FOR THE LIGHT & POWER BOARD MEETING OF NOVEMBER 8, 2016

RAVERSE CITY

IGHT & POWER

To: Light and Power Board
From: Karla Myers-Beman, Controller
Date: November 2, 2016

Subject: Year End Financial Report

Enclosed in your packet are the unaudited year-end financial statements for the Electric and Fiber Funds.

Electric Utility Fund

As of June 30, 2016 operating revenues are 96.82% of budget. Operating revenues did not meet budget
expectations because of the overall PCR Rate coming in lower than what was budgeted along with a slight
decrease in kWh’s sold compared to budget.

Total operating expenses are at 97.22% of budget year-to-date, with purchase power costs at 92.62% caused by
the cost per kWh coming in lower than budgeted. Distribution is at 110.52% compared to budget. This is related
to pension expense coming in higher than expected primarily due to the amortization of the negative investment
income earned for the calendar year 2015, amortization of assumption changes and the expenses relating to the
August 2015 storm. Transmission is at 125.73% higher than expected due to Attachment O salary/wage
allocations, which is based on the value of transmission assets compared to the utility’s total assets (used for
MISO reimbursement calculations), which are higher than what was used in the budget along with maintenance
expense per contract incurred relating to the East Hammond Transmission Line. Customer Accounting is at
110.69% and General Administration expense at 109.34% relating again to the higher pension expense.

Net income for the year is $1,834,745, which is approximately a $2,636,000 decrease over the prior year.

Cash flows shows approximately $8.3 million expended in capital assets, primarily for the West Side
Transmission Line project, LaFranier Transmission Line, West Front Street Lighting, Pine and State Street
Underground project, South Substation replacement transformers, and the Covered Storage Building project.

Fiber Fund

Revenues in the Fiber Fund are 96.64% of budgeted operating revenues while expenses are 108.72% of budget
year-to-date. Salaries and related fringe benefits are at 143.87% and 167.05% of budget, because more time was
allocated to fiber maintenance during the fiscal year than expected and relating to the higher pension expense
previously described. The transfer out to the Electric Fund was made causing an overall net position of

$(134,094).

Other
Auditors will be onsite next week with anticipation of the final report being issued in December.
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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 JUNE 30, 2016

Cash flows from operating activities

Cash received from customers $ 34,462,306
Cash payments to employees (3,714,321)
Cash payments to suppliers for goods and services (25,401,484)
Cash payments of City fee (1,863,259)
Net cash provided by operating activities 3,483,242

Cash flows from noncapital financing activities

Cash payments from primary government 2,311
Cash payments to/from other funds 194,441
Customer deposits paid 9,546
Rental income received 93,247
Reimbursements received 296,244
Net cash provided by noncapital financing activities 595,789

Cash flows from capital and related financing activities

Proceeds from sale of capital assets 908

Proceeds from sale of assets held for sale 980,900

Purchase of capital assets (8,372,839)
Net cash (used in) capital and related financing activities (7,391,031)

Cash flows from investing activities

Sale of investments 2,370,746

Interest and dividends 364,750
Net cash provided by investing activities 2,735,496
Net (decrease) in cash and cash equivalents (576,504)
Cash and cash equivalents, beginning of year 9,098,003

Cash and cash equivalents, end of year $ 8,521,499
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FOR THE LIGHT & POWER BOARD MEETING OF NOVEMBER 8, 2016

TRAVERSE CITY

LIGHT & POWER

To: Light & Power Board

From: Tim Arends, Executive Director
Date: October 31, 2016

Subject: Energy Efficiency Funds

As mentioned at the end of the last Board meeting, staff was going to bring before you how to proceed with the successful
energy optimization program from fiscal year 2015-16 continuing into 2016-17. Franklin Energy will be in attendance at
the Board meeting to provide a presentation (included in the packet) on historical and current information along with
options on how to move forward on the Energy Optimization Program.

The Energy Optimization (“EO”) Program for the 2016 calendar year, and similar to previous years, has surpassed the
kWh’s savings goals mandated by the State (one percent of kWh sales). This mandate is proposed to change with
upcoming legislation and move towards a combined renewable/energy efficiency percentage achievement goal of kWh
sales that may cause an increase of the one percent.

Unlike in past years the actual expenditures came in slightly above budget for the June 30, 2016 fiscal year end and could
exceed budget in the upcoming fiscal year. One attributing factor for the excess expenses in the upcoming fiscal year is
the utility did not budget for an energy efficiency contractor in the second half of the fiscal year as this program was going
to be brought in house. However, based on the ability and timing of filling positions and with the recent vacancy of the
Senior Lead Technician position, this transition will most likely occur in moderation. First, this will again involve
bringing the residential program in house while continuing to contract out the commercial aspect of the program. Even
not taking into consideration the contractual aspect of the budget, based on current forecasts the utility has received
applications that will exceed the planned kWh achievement goal and the monetary budget for rebates attributed to the
utility’s goal.

Staff feels there are multiple benefits of the EO Program and that are as follows:
1. Provides a way for the utility to avoid the cost of purchasing or producing energy such as building new power
plants.
2. Reduces the overall demand on the utility by lowering the need for capital infrastructure improvements and
expensive power.
3. Job creation in the community.

However, staff recognizes that customers may also feel the only ratepayers that benefit from the program are ones who
utilize it with it being subsidized by all ratepayers of the utility.

Staff feels the benefits from the customer perspective are:

Tends to improve the asset value of their building or equipment.
Lowers overall operating cost.

Limits greenhouse gas emissions.

Asset or building will tend to work more reliably and efficient.
Tends to strengthen the business’s overall community image.

Al o

Financial information on the EOQ Program for the fiscal year 2015-16 and the current fiscal year along with the calendar
reporting year 2016 are enclosed for your review. Overall the utility has reduced the kWh cost this fiscal year to a little
under $.10 per kWh while in past years this has ranged from $.12 to $.14 per kWh.
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FOR THE LIGHT & POWER BOARD MEETING OF NOVEMBER 8, 2016

Staff is looking for feedback from the Board as to the direction or guidelines they would like to see for the EO Program,
specifically to keep within the mandated goals of the State or to exceed those levels by setting guidelines at the local level

that exceeds the State mandate.
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IT Service Plan

Critical City/L&P IT Applications IBM
iSeries Proposal
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Traverse City Light and Power is proposing the purchase of an IBMi system for the City of
Traverse City and Traverse City Light and Power. The system would allow both entities to
operate their own system for Utility Billing, Payroll, and Finance without utilizing County
hardware.

The purchase of the IBMi is recommended for the following reasons:

e Grand Traverse County has stated their intention of moving off of the IBMi system. If the
City and TCL&P purchases their own system, then the choice of staying on the system
or moving off will be defined by your schedule, not the County's. This will result in a pro-
active approach to migrating services, rather than a re-active approach if the County
decides to decommission the system sooner than later.

e The only remaining County IT employee with the expertise to support the iSeries is
planning to retire from the County at the end of 2016. Once this happens, the County will
not have any staff left with the ability to program the system or that has in depth
knowledge of the system. Note: It was stated by DMC, the current hardware support for
the AS/400, does not know the applications running to be able to support them. They
also mentioned that they do no operate by an emergency/helpdesk role. They are
project based and will get back with calls when they can.

e The County has agreed to allow Don Sheehan and Mike Reed access to the County
system for the time being. There is concern that once a new IT Director is hired that
access may be revoked which will remove the ability for the City/TCL&P to support their
own applications.

TCL&P would like to procure and host an IBMi system to host the City's and TCL&P’s critical
applications and retain the ability to maintain them. There are also two virtual Windows servers
that the County currently hosts that TCL&P would like to move into their virtual server
environment, which the City and TCL&P fully own already.

e Naviline/DMS server. Naviline provides the graphical interface to the IBMi Utility Billing
system and the DMS server provides Document Management Services for sending out
electronic notices.

e Click-to-Gov server. The Click-to-Gov server provides a web interface for Utility Billing
customers to access their accounts over the Internet.

In order to accomplish the above there are several assumptions that are being made.

e The County will provide a complete backup tape of the current IBMi system that TCL&P
can use to restore the City applications, user profiles, and authorities onto the new
TCL&P IBMi system. A complete backup tape is generated on the County IBMi system
every night as part of the system backups. If this accommodation cannot be met
because of County data sharing, then a request would be made to create a backup tape
of just City and TCL&P Data specifically.

e The County will provide or give access to the server images for the Naviline/DMS and
Click-to-Gov servers, which all software and licenses are solely owned by the City and
TCL&P.
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The estimated cost for TCL&P to purchase and setup the system is listed below.

e |BMi system costs:
o $31,580 - Hardware/Software.
= Reductions in hardware/software costs may be possible if the web query
software is not purchased.
o $3,500 - 3 Year Hardware/Software 24x7 Maintenance.

¢ Consulting services estimate.
o $14,400 (320 hours at $45 per hour) — Installation, configuration, migration of
data from the current County system.
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FOR THE LIGHT & POWER BOARD MEETING OF NOVEMBER 8, 2016

TRAVERSE CITY

LIGHT & POWER
EST. 1912 |
To: Light and Power Board
From: Scott Menhart, Manager of Telecom & Technology
Date: November 8, 2016

Subject: Fiber to the Premise (FTTP) Staff Update

Staff wanted to give the Board an update of the steps taken regarding TCL&P’s Fiber to the
Premise (FTTP) project. Therefore, the items listed below are the steps Staff has taken or is still
working on in an effort to bringing the Board more information.

Cool & Connected Federal Grant: This grant was specifically designed to help small
communities with business plans for fiber to the premise projects. TCL&P applied for this grant
but unfortunately did not receive it.

TC New Tech Group: This is a special interest group that conceptually supports the fiber to the
premise imitative. They have been a resource that has been getting the community involved along
with getting many letters of support from various organizations throughout the region. These
letters and resolutions will be in the final packet given to the Board.

Cherryland Electric: Staff has had several discussions and meetings with Tony Anderson on their
independent investigation and research into fiber to the premise. Wolverine Power is bringing
fiber to the majority of the Cherryland substations, which will bring fiber to Cherryland’s territory.
Both utilities will look for and investigate any potential benefits of a partnership should both
utilities get involved in FTTP.

215 Century Infrastructure Commission: A commission that is analyzing infrastructure
recommendations to Governor Synder. Staff met with the majority of this infrastructure group to
inform them of TCL&P’s interest and investigation into the project. Staff plans to submit a packet
of information to this Commission in the next few weeks to have in consideration for any possible
funding opportunities. The committee is expected to make recommendations over the next several
months.

State of Michigan IT Team: Staff met with the State of Michigan’s I'T Executive Team to discuss
FTTP and gather information and insight into the project at the State level. Staff is continually
working with this team to help seek an approval from the 21* Century Infrastructure Commission
mentioned above.

Conexon: Staff hired Conexon to perform the business plan and feasibility study for the project.
After a recent conversation, they are attempting to put a high level draft together for the end of
November that Staff can include in a packet it is making for the 21%* Century Infrastructure

40



FOR THE LIGHT & POWER BOARD MEETING OF NOVEMBER 8, 2016

Commission. The full report is expected to be completed in December with a full presentation to
the Board to take place in January. Conexon was chosen for economies of scale as they are also
the company that is performing Cherryland Electric’s FTTP study.

Chattanooga EPB: This municipal electric utility deployed a large scale successful FTTP
network to its service territory. Therefore, they have already gone through much of what is ahead
for TCL&P in regards to the project. As a result, Staff has entered into a consulting agreement
with them to assist along the way and to help avoid any pitfalls they may have encountered during
their process.

Letters of Resolution: Working with Jean Derenzy, she has successfully acquired unanimous
support for the resolutions she brought to the County Commission, City Commission, DDA Board,
and TCL&P Board. These letters will also be utilized in the packet for the 21% Century
Infrastructure Commission and given to the TCL&P Board.

CTC Technology & Energy: Given the magnitude and potential cost of this project, Staff wanted
to investigate the possibilities of obtaining a second full business plan that can coincide with the
Conexon business plan. CTC was the organization used to put Holland BPW’s business plan
together. Therefore, given their Michigan municipal experience, CTC is being pursued for this
second business plan for TCL&P. Discussions are still being held with another meeting scheduled
for next week.

From the work that has been completed, depending on a few pending agreements, three items will
potentially be produced that will be given to and/or presented to the Board:

e Late November or Early December 2016: Packet containing current FTTP steps taken, draft
Conexon business plan, and letters of resolution and support

e January 2017: Full Conexon Business Plan

e To Be Determined 2017: Potential CTC Business Plan
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