DULUTH PUBLIC UTILITIES COMMISSION
Tuesday, May 16, 2017
City Council Chambers
AGENDA
Roll call
Approval of previous meeting minutes
Old business:
3.1 Water utility discussion
New business:
4.1 Meeting schedule
4.2 City of Rice Lake water rates
4.3 17PUC-003 - RESOLUTION OF THE DULUTH PUBLIC UTILITIES COMMISSION APPROVING
THE INTENT TO ESTABLISH A 6-YEAR PLAN FOR WATER RATES TO FUND NECESSARY
CAPITAL IMPROVEMENTS TO THE CITY WATER SYSTEM. (Julsrud)
Updates from staff
Upcoming Council actions

Commissioner questions or comments

Preview of upcoming business



DULUTH PUBLIC UTILITIES COMMISSION
Meeting Minutes
April 18, 2017

Members Present: Councilor Noah Hobbs, Jen Julsrud, Chris Mclntosh, Councilor Joel Sipress, Jason
Thorsell

Members Absent: Rob Prusak, Councilor Em Westerlund
Staff Present: Bob Asleson, Leanna Gilbert, Howard Jacobson, Glenn Strid
Call to Order: The meeting was called to order at 5:25 p.m. by Vice President Julsrud.

Approval of previous meeting minutes

Old business:

Water utility discussion

Commissioners and staff discussed the two updated scenarios provided by staff. The general consensus
was that it would be best to keep any increases under 5%, but there was some concern about how
inflation would affect the funds available for capital projects. Commissioners suggested adding another
year or pushing the percentage closer to 5%. Commissioners requested an update of how Duluth’s rates
compare to other reasonably comparable municipalities and discussed other data that may be useful,
such as population density per mile of pipe and an illustration of the age of the infrastructure and
deferred projects over the years. It was agreed that public outreach could begin in June, with more
discussion in July, more outreach in September, and then a vote in October. The commission will continue
to discuss the water utility next month and make plans for public outreach.

New business:

Updated utility debt service payments

Glenn Strid explained that the utility debt service payments were updated with actual payments as
determined by the City Auditor’s office, and these actual payments were included in the scenarios
presented. Our goal is to get out of debt, so we are not planning to bond for any projects in the near
future. There was some discussion about the clean water fund and the possibility of either decreasing the
fee or moving the sunset date up.

Updated utility cash projections

Glenn Strid explained the utility cash projections provided and suggested that commissioners review
them and come back with questions next month. Another handout was provided that shows quarterly
natural gas costs from 2014 through 2016. Vice President Julsrud suggested that the Commission discuss
gas purchasing in further detail in the future.

Updates from staff

Howard Jacobson reported that construction season has started. Our blanket contractor for natural gas
has already done two weeks of work. We will have several big water projects. The 4™ Street and Michigan
Street projects will continue this year. There will be many natural gas projects that will increase
redundancies throughout the system and increase pressure and capacity further east. There will also be
ongoing maintenance in the summer months.

It is the mission of the Duluth Public Utilities Commission to ensure sdfe, reliable, efficient utilities services at reasonable rates.



Upcoming Council actions
There is not much on the upcoming agenda that affects Public Works & Utilities.

Commissioner questions or comments

Commissioner Thorsell asked about the 4™ Street project. Howard Jacobson said that this should be the
final year for our part of the project. Commissioner Sipress said that construction should go from 10"
Avenue East to Wallace Street this year. There will be some work in the intersections, so the avenues in
that area may be closed. Vice President Julsrud mentioned that this County project allowed us to improve
gas capacity and pressure to the Woodland area.

Preview of upcoming business
The next meeting is scheduled for Tuesday, May 16, 2017, at 5:15 p.m. in City Council Chambers. The
commission will continue to discuss the water utility and make plans for public outreach.

Adjournment: The meeting was adjourned at 6:49 p.m.



RESOLUTION NO. 17PUC-003

RESOLUTION OF THE DULUTH PUBLIC UTILITIES
COMMISSION APPROVING THE INTENT TO ESTABLISH A 6-
YEAR PLAN FOR WATER RATES TO FUND NECESSARY
CAPITAL IMPROVEMENTS TO THE CITY WATER SYSTEM.

BY COMMISSIONER JULSRUD:

WHEREAS, the Duluth Public Utilities Commission (the “DPUC”) has been informed
and believes that, because of age, weather, and stress-related factors, the City of Duluth (the
“City”) water supply system is in need of substantial capital reconstruction and replacement in
order to continue to adequately serve the needs of the citizens of the City and that cost of such
reconstruction and replacement needs to be spread over a term of years; and

WHEREAS, the past practice of postponing rate increases for a number of years and then
attempting to “catch up” with the need for funding by approving substantial one-time water rate
increases has not only failed to produce sufficient revenue to finance the needed reconstruction
and replacement but has also caused hardship among the system’s users through requiring them
to absorb large one-time rate increases and by rendering it difficult for families and businesses to
plan for their financial futures; and

WHEREAS, the DPUC finds and determines that the best way to raise needed revenues
on a long-term basis and to ameliorate the effects of the needed increases on the users is to adopt
a long-term plan of rate increases which will assist users in planning their long-term finances.

RESOLVED, that the Duluth Public Utilities Commission hereby states its intent to adopt
the following plan of water rate increases for the following years, subject to the terms,
conditions, and limitations hereinafter set forth:

January 1, 2018 4.7%
January 1, 2019 4.7%
January 1, 2020 4.7%
January 1, 2021 4.7%
January 1, 2022 4.7%
January 1, 2023 4.7%

RESOLVED FURTHER, that prior to the adoption of the aforesaid plan, and as the plan
may be modified by the DPUC, the DPUC shall implement the following process to educate the
public with regard to the need for the plan and the goals for the plan and to seek and encourage
public input with regard thereto:



Month of June 2017 Undertake broad public education effort
(public meetings, forums, appearances with
citizen groups)

Month of July 2017 Analyze public input and additional data
Month of September 2017 Public Hearing and approval of the Plan
January 1, 2018 Rate Plan effective

RESOLVED FURTHER, that any rate increase shall be subject to meeting the
requirements of Article IV, Section 5 of the Bylaws of the DPUC and the provisions of section 2-
187 of the Duluth City Code, 1959, as amended.

RESOLVED, that nothing herein or in any resolution adopted by the DPUC in
accordance with this Resolution shall be deemed to prevent the DPUC from modifying, upward
or downward, the rates hereinbefore set forth in response to unanticipated needs, changing
financial conditions, or information provided to the DPUC by the public or by other sources.

Approved by the DPUC:

(date)
Submitted to City Council:
(where appropriate) (date)
ATTEST:
Director

Public Works and Utilities
City of Duluth

STATEMENT OF PURPOSE

The purpose of this resolution is to set forth the Commission’s intent to adopt a 6-year rate
increase plan for the City water system in order to fund the long-term capital needs of the system
and to set forth a procedural framework for considering and adopting it.

Since its inception, the DPUC has been acutely aware of the advanced age of Duluth’s water
infrastructure and its deteriorated condition which resulted not only from age, chemical action,



and weather but also a history of inferior materials that were once endemic to the system.
However, in the past, any thought of rate increases sufficient to address the system’s needs
proved to be politically impractical because of the size of increases necessary to fund the needed
improvements. One-time increases which were implemented to attempt to at least partially
address the need were still met with substantial resistance.

After long analysis and deliberation, Commissioners and staff determined to undertake a
systematic and long-term approach to raising the revenue that is necessary to protect and
preserve the water infrastructure. The Commission also determined that it would be necessary to
take the time needed to educate the public on the needs of the system and to allow time for the
pubic to have input into the rate plan and to voice their ideas with regard to what the
Commission is proposing.

Therefore, this resolution sets out a proposed 6-year plan for increases to the rates charged by the
system at the rate of 4.7% per year. It also sets forth a plan for allowing public input and allows
a significant period after adoption of the final plan so that customers can work the cost
implications of it into their financial planning.

It should be noted that the proposed plan is not cast in concrete. Should unanticipated needs
arise, financial parameters materially change, the opportunity arise to respond cooperatively with
projects undertaken by others which can result in more efficient use of everyone’s resources, or
conditions change, the plan can be modified to meet those conditions. The plan proposed, and as
it may be modified by final action of the Commission, provides a roadmap to a physically stable
and capable water system for the City.



Need Help?

Name of Organization

Phone Number

Services Provided

AEOA

218-623-3011

Financial help for fuel bills only

St. Louis County Social Services

218-726-2101

Emergency funding for utility bills, can
only be used once every 18 months

Salvation Army

218-722-7934

Funding for utility bills including water.
Must be turned down from SLC to qualify

St. Louis County Triage

218-733-2717

Various Assistance, including utility bills

211 — United Way

211

Various Assistance and resource
connections including utility bills

Tenant Landlord Connection — 1
Roof Housing

218-727-5372

Landlord Tenant issues and tenant rights
Issues

Ecolibrium 3

218-336-1038

Assistance in finding resources
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