PRESENT:

OTHER STAFF PRESENT:

CALLED MEETING FOR
THE PURPOSE OF A
COST OF SERVICE
PRESENTATION BY
UTILITY FINANCIAL
SOLUTIONS:

TOWN OF SELMA
SPECIAL COUNCIL MEETING
SEPTEMER 14, 2015

Mayor Cheryl Oliver, Mayor Pro-Tem Jackie Lacy, Councilmembers
Tommy Holmes, and William Overby, Town Manager Jon Barlow, and
Town Clerk Cynthia Richardson.

Mayor Oliver called the meeting to order at 4:01 p.m.
Councilmember Eric Sellers entered the meeting at 4:02 p.m.

Planning Director Julie Maybee, Electric Utility Director Donald
Baker, and Deputy Clerk Brenda Thorne.

Town Manager Jon Barlow introduced Ms. Dawn Lund of Utility
Financial Solutions. He said that she would be presenting the
information regarding the cost of service study.

Ms. Dawn Lund stated that Town Council recently approved a 10%
electric decrease to their customers. She said that based on the
information provided by the Finance Department, she would
recommend an increase of at least 7% based on the Town’s current
financial status of its the electric fund. Ms. Lund reviewed the
following information with Town Council.

Town of Selma
Electric Department
Electric Rate Study Results

September 14, 2015

Luiliey Fnascial Selutices, LLC
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Utility Financial Solutions, LLC

» International consulting firm providing cost of service
and financial plans and services to utilities across the
country, Canada, Guam and the Caribbean

» Instructors for cost of service and financial planning for
APPA, speakers for organizations across the country,

including AWWA.
Objectives

» Review Electric Department
Financial Projections & Targets
+ Debt Coverage Ratios
- Minimum Cash Reserves

« Target Operating Income

» Review Cost of service results
Cost to service each class of customers
Monthly Customer Charges

» Obtain Guidance prior to design of rates
Rate Adjustment
Movement toward cost of service

Utikty Frwrscial Sodutices, LLC




MINUTES — September 14, 2015
Page 3

Assumptions

» Board Approved 10% Rate

Decrease August 2015 » Capital Plan

» Projected Purchase Power gg:g . i::gt
2016 16% decrease 2019 - $180K
2017 2.7% increase 2020 B $50k
2018 3.1% increase 2021 - $350k

2019 2.6% increase
2020 1.7% increase
2021 0.7% increase

» Annual Inflation 2.5%

v Annual Growth 0.5%

‘ 'Lty Frurci Solutions, LLC

Three Main Factors to Assessing
the Health of the Utility

» Debt Coverage Ratio
» Level of Cash Reserves

» Target Operating Income

‘ Lty Pl Sclutioms, L1C
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Projection Without Rate Change

Projected Adusted Target Dt Remenmended
Fiscal Fate Projected Projected Operating Operating  Coverape fink Deibt Prof d Cash ded
Yaar Adj £ [ [ Rati Covesagn ivfirim e Gy
1006 0 S 5733640 5 7395500 % 72335 5 284307 133 140 5 1220516 & 1740309
017 00% 5 7052,830 5 7I0LSL3 3 (320313) §  2EEAS3 0.7 140 § 513334 § 1271835
WiE 00% 7,087,E15 7,270,888 (2B5.222) 265315 054 140 371ET1 1,545,396
w1s 0k 7,112,481 7333208 [ELLEEH 26987 [:EFS 140 (350630 2011666
W00 00 7,306,260 7407,002 (36B234) 269,573 016 140 [1,067,152) 2,070,331
011 005 7,417,513 7345508 (436,500) 279401 0.7 140 [3,154175) 2,147,803 |

The Board initiated and approved 1% rate decrease in August 2005 and is reflectad in the projection

Debt Service Coverage
(No Rate Change)

"Ltikty Fursrid Sidstioss, LLC

ipti 2018 7 2018 ELIE] 020 021

Dbt Coverage Ratio
Met Income % 4B0.029 5 103211 3 144811 3 190491 § TR 3 21418
Add Degraciation Amonzation Exensa 477,227 471654 245,870 52,057 29,577 27,302
Add it ot Eqgeans s 57,222 50,428 40,957 51232 21,163 10,773
Cash fvailablafor Debt Servica § 1001078 & 625274 5 433,716 § 254080 & 130,18 § 59547
Diaien Principal aned Inbanedt 5 767837 § A0L055 § 796,61 § 796Gl & T96,6E1 3§ 7O6EAL
Frojecied Debt Coverape Rt [Coverants) 1.33 0.78 054 0az 0.16 0oy
Dbl Coveragga Ratio 14 1.4 1.4 1.4 14 1.4

Utikty Frwrscial Sodutices, LLC
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Minimum Cash Reserve

(No Rate Change)

Description

Purchase Power Expense
Historical Rate Base

Winimwm Cash Aeserve Allocation

Winimusm Cash Re serve Levels
Projected Cash Re serves

Whnimiem Cash Re serve Levals Determinants
Dperation & Maintenance Less Depreciath $ 1289491 § L3TLE8E 5 1398739 5 1420523 5 1451427 5 1492984

Current Posrtion of Db Service Payment
Fiwe Year Capital Improvements - Met of ko 564,000 890,000 1,110,000 1,230,000 1,450,000 1,750,000

Cip=ratian & Maint=nance less Depreciati 12.3% 12.3% 12.3% 123% 123% 12 3%
Purchase Pawer Expense 12.3% 12.3% 12.3% 123% 123% 12 3%
Histarical Rate Base 1% 1% 1% 1% 1% 1%
Current Porticn of Debt Service Payment 100% 100% 100% 100%: 100%: 100
Fiwe Year Capital Impravements - Met of bo 20 20 20 0% 0% 2 0
Calostated Minimuwm Cash Level
Oiperatiaon & Maint=nance less Depreciats & 188578 % 169112 & 172447 5 1TEXY § 180178 5 184 D&E
Purchase Pawer Expense 614,827 a2, 268 a71,068 EQE,T43 T1E9%4 727,055
Histarical Rate Base a5 81k 2,400 &2,200 BE000 BE500 50,000
Current Porticn of Debt Service Resesrgs TET 487 B01,065 To4 81 TaE501 TaE501 To4 81
Fiwe Year Capital Impravements - et of bo 112 800 178 000 222 D00 A5EO00 290,000 350,000

4,985,931 5,209,508 5443107 5651361 5,815455 5,897,228
8,581,613 8.239.97%  BA419.97% 85994973 8643972 8,999,579
TET.BET &01,055 796,681 TA6AE] TA6AE] 796,681

% 1740309 5 LE7LA3S § 1946396 5 2011666 § 2070331 § 2147803
$ 1220616 5 914834 5 371871 5 (350630) $(1.067.182) § (2.154.176)|

"Ltikty Fursrid Sidstioss, LLC

Target Operating Income

(No Rate Change)

Dsscription

Projected Prajested Projected Prajested Projectid Prajected
I016 2017 018 2019 020 2021

Plant
Outstanding Principal on Debt
Sysbem Equaty

Target Operating Income Allocation

Target Operating Income Determinants

% 8581613 5 8235979 58174000 5 B83210850 5 B342575 5 BGES2T4
1 4488 240 1,206,610 515 862 623 408 316 807 -

5 7,093,373 E] 7,033 369 5?25&1“ E] 7,658,543 5 5,025 668 E] 5665274

Interest an Debt 5.00% 339% 130% 140% 2.40% 2400
Sysbem Eguity 2.10% 310% 3.10% 110% 2.10% 3100
Target Operating Income

Interest on Debt 74412 4 50429 5 40937 %5 3L237 5 IL183 % 10,778
System Eguity 5 210805 5 JIR034 5 IP48T9 4 PIAGSS 5 M4ATI6 S FEREID
Target Operating Income 5 294507 5 268465 4 265815 4 2A08AT § 289579 5 27oa01
Projected Cperating Income § 72855 5 |ar03a%) 5 (28800 & (248 7H3) & [SE8I54) & (436801

Rate af Retwn in %

3.4% 33% 3.3% 32% 3.2% 323

Utikty Frwrscial Sodutices, LLC



MINUTES — September 14, 2015
Page 6

Recommended Rate Track

Progected Adjustesd Target Dt Recommersded

Fistal Eate Progected Projected Opersting Opersting  Coverage  Mini Dbt Projected Caskh

Yoa  Adjustsants ! mooms e Ratio Coveraga Finisvamn Cash
20dE -10% 2 BF536en 3 TIAnA00 5 JAESE 3 2194307 155 140 5 Lor06i6 S5 1740309
2047 7.0% % TO31EBRD 3 7E973i3 &8 176,095 3 264 465 140 140 5 1411240 85 1,B72335
ada 2.5% 7ii2.061 7865705 331.64E 265,815 158 140 1.559,129 1,949,335
W13 .58 T Aa4.3z3 3.z2z9331 18312 293,887 141 143 LGET.ELD 2015333
2020 2.5% 7345152 3517524 703496 269,978 152 140 2051 457 2,075,423
2024 0.0% TASEE0S 3 566943 G40 345 173,401 Las 140 I053 654 3152521 |

The Board initiated and approved 1% rate decrease in August 2005 and is reflectad in the projection

"Ltikty Fursrid Sidstioss, LLC

Electric Cost of Service Results

Projected
Customer Class Cost of Service Revenues % Change

Residential 3,273,508 3,052407 7%
PrePay 257,509 230,626 12%
small General Service 986,742 879,669 12%
Area Lighting 145,554 151,173 4%
Medium General Service 1,181,776 1,0673877 11%
Large General Service 1,131,670 1016315 11%
Large General Service CF 471,588 402 652 5%
Large Industry CF 281,901 290,663 -3%
Total 7,680,289 7,091,513 8.3%

Utikty Frwrscial Sodutices, LLC
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Cost of Service Rates

(Recommended rates will be designed after board approval)

bl CO5 Customer
Customer .

Customer Class Charge e Demand Energy
Residential 5 6.53 3 11.21 - 5 01124
PrePay 10.35 22.30 - 0.1132
Small General Service 14.45 29.01 - 0.1191
Medium General Service 19.29 55.71 22.37 0.0427
Large General Service 21.48 122.05 2211 0.0423
Large General Service CP 108.88 456.35 8956 0.0430
Large Industry CP 108.88 1,336.78 592 0.0404

RECOMMENDATIONS

"Ltikty Fursrid Sidstioss, LLC

» Rate track as recommended and reviewed
annually with budget process

» Move toward cost of service rates with

bandwidth

» Monitor capital plan to ensure adequacy

Lility Firencisl Solutioes, LLL
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REQUEST FOR
APPROVAL OF EXCERPT
OF MINUTES FROM
SEPTEMBER 8, 2015
REGULAR COUNCIL
MEETING:

ADJOURNMENT:

Questions?

Luiliey Finascial Solutions, LLC

After discussion by Council, it was recommended to schedule a special
meeting with Ms. Lund by webinar to discuss possible options for
potential electrical rate increases.

Town Council agreed to schedule a webinar meeting with Ms. Lund on
Monday, October 5, 2015 at 6:00 p.m. in the Jernigan Building.

Mayor Oliver stated that part of the application process for CDBG
Funding for the Wastewater Collection System Project for sewer line
extension and pump station improvements in the Ricks Road area was
the approval of an excerpt of minutes from the September 8, 2015
regular Council meeting.

A motion was made by Mayor Pro-Tem Jackie Lacy and seconded by
Councilmember William Overby to approve the excerpt of the
September 8, 2015 minutes. Motion carried unanimously.

With no further business, a motion was made by Councilmember
William Overby and seconded by Councilmember Tommy Holmes to
adjourn. Motion carried unanimously.

The meeting adjourned at 4:53 p.m.

BRENDA W. THORNE, Deputy Clerk



