CITY OF LAWRENCE
UTILITY SERVICE BOARD
MAY 24, 2022 - 4:30 PM
Special Meeting
George Keller Public Assembly Room

Members Present: Tracy Boyd, Steven Hall, David Parnell, and Dale Tekippe

Members Present via Zoom: None

Members Absent: Zachary Brown

Others Present: Attorney Kaitlin Voller and Recording Secretary Tina Whitcomb

Staff Present: Utilities Superintendent Scott Saisbery and Director of Operations Paul Wanner

Others Present via Zoom: Fredric Andes, Barnes & Thornburg

Additional Guests Present: Brian Bosma with Kroger Gardis & Regas and Deen Rogers with Baker Tilly

Mr. Hall called the meeting to order at 4:30 p.m. and announced a quorum.

New Business: Mr. Hall invited Mr. Salsbery to begin the discussion regarding the Sanitary Sewer Rate
Study completed by Baker Tilly. Fredric Andes discussed the ramifications of the new EPA Administrative
Order on Consent, Brian Bosma discussed the sewage treatment costs under the 2017 renegotiated
contract, and Deen Rogers concluded with the rate study.

There being no further business to come before the Board, the meeting adjourned at 5:28 p.m.
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Steven Hall, Chair~ Tina Whitcomb, Recording Secretary

These Minutes are not intended to be verbatim. They are a summary of discussions held, except for
maotions.



Sanitary Sewer Rate Increase Proposal - Superintendent's Presentation

1. In proposing this sewer rate increase, we are following Indiana law. Indiana Code requires
municipal utility operations (see IC 36--23-1} to have adequate funds for the various aspects of
our operations, listed below in IC 36-G-23-25,

i. Ind. Code § 36-9-23-1
This chapter gpplles to alf municipalities.

ii. Ind. Code 36-9-23-25
{b) Just and equitable fees are the fees required to maintain the sewage works
inthe sound physical and financial condition necessaty to render adequate
and efficient service. The fees must be sufficient to:
(2) pay all expenses incidental to the operation of the works, including lega!
expenses, maintenance costs, operating charges, repairs, lease rentals, and
interest charges on bonds or other obligations;
(3) provide the sinklng fund required by section 21 of this chapter;
(4) provide adequate maonay to be used as working capital; and
(5) provide adequate money for improving and replacing the works.
(6} Fees established after notice and hearing under this chapter are presumed to be just
and  equitable.
2, The Utility has not raised sewer rates since 2009. This led to our Inability to meet the obligations
of the original EPA Order. This is in part hecause:
1, Routine Q&M costs continued to increase;
2. Sewage treatment costs continued to rise;
3, Gther improvements such as upgrades to lift stations and grinder pumps, investments
in equipment and vehicles, replacement of falled equipment like pumps, motors and
controllers, along with expenses like emergency repairs are necessary. The original
order called for the $2-million to be spent on the improvements recommended as a
result of the comprehensive sewer system evaluation performed as required under the
first order;
4, The onset of the recent pandemic delayed the desired 2020 time-frame for
presenting & sewer rate increase proposal to be effective January 1, 2021. Even had we
not had the pandemic, we are still talking about 11 to 12 years since the last rate
increase. This s way too fong and we need to be evaluating rates more frequently and
making smaller, but more regular increases moving forward.

3. The new EPA Order received in November 2021 requires the sewer utility to address its 550
issiies in a much shorter time-frame. In essence, the EPA noted that we failed to meet the
obligations under the previous crder and this time penalties for fallure to achieve the
requirements under the order will be more severe. This time we will have to perform the
projects mentioned specifically in the order, such as the chronlc 550's at 46th & Post, 71st &
Oaklandon and 7699 53rd Street. tn addition, we will have to address staffing issues. We have
already begun work to update and re-calibrate our sewer system hydraulic mode!, update our
CMOM (Capacity, Management, Operations and Maintenance) plan and our SSORP (Sanitary



Sewer Overflow Response Plan). Once the model work is completed, we will move on to
preparing a Sanitary Sewer Corrective Action Plan, Once that Is reviewed and approved by the
EPA, we will have a short window of timz in which to get the recommended fixes completed.,
Mr. Fred Andes with BT Law will provide more information concerning these orders and the
consequences for failure to comply. |

4. The sewage treatment rates we pay Citizens Energy Group (CEG} have always been subject to

annual increases. Under the 1998 contract, this amounted to annual increases based on the CPI-
All Consumer rate. Under that contract, we were subject to annual shared capital cost
components relating back to the construction of the East Marion County Interceptor System and
ongeing capital improvements necessary for proper cperaticns.

In 2015, under the previous administration, CEG had been raquired by the IURC to approach the
satellite communities {Lawrence, Beech Grove, Southport) to renegotiate existing contracts.
I[URC had deemed these contracts unfair to CEG's customers in that they were subsicizing the
satellite communities due to their not paying the applicable rate under CEG's IURC-approved
rate structure. The previous administration refused to meet with CEG, In essence stating that
the City of Lawrence had a valid contract and therefore had no desire to negotiate.

However, the [URC did not simply drop the matter and, when we were approached by CEG we
did negotiate with them, which was actually required under the 1958 contract. As a result we
concluded a renegotiated contract that resulted in our being subject to annual increases spread
over time to allow us to gradually get up to the rate we are technically under, which is Sewer
Rate No. 6. This negotiation was also successful in removing several other cost-points that CEG
had tried to Impose.

Fffective January 1, 2019 we began seeing the first of the increases. Phase | of the increase will
end December 31, 2025, during which time Lawrence is not subject to any additional rate
increases that the [URC may approve for CEG. Phase [| will commence and, starting January 1,
2026, we will again see regular increases until we reach the full amount of Sewer Rate No. 6 by
January 1, 2029.

Mr. Brian Bosma of Kroger, Gardis & Regas will provide more infarmation regarding the new
contract we are under and how this all came about and where it leads,

BakerTilly was hired to prepare the rate study, which has been forwarded to you all and will be
explained here this evening. | have appended some materials they prepared, which give you a
quick reference to the three alternatives and their impacts on customer sewer bills. | would like
to provide one additional bit of information, and that is an exhibit showing the remaining
improvements that were nat completed under the first EPA order. The original order's
requirements included a SSES, or Sanitary Sewer Evaluation Study. This study included
inspections, sewer modeling with flow metering and basically assessed the nature and location
of system defects as well as magnitude of inflow and infiltration. The study concluded with a
long list of recommended improvements, which we were to perform under the terms of the
order. Some were done, but most were not. This is because other projects were necessary,
although they were not specifically called out in the study due to |18l issues. So, while we were



technically performing sewer improvements projects, with respect to the EPA Order, we did not
follow tha abligations contained therein. Thus, we have an extenslve list of projects that remain
to be completed. Our engineer took this list and factored out those projects we did complete,
and then updated the construction costs to 2021 dollars, While our rate increase does include
funding for a $20-million bond issue for improvements, as you can see, the project list is
upwards of $32-million with the contingency included. The importance of the contingency
amount of 30% Is that it has been some years since the investigative work to develop this list of
projects was completed. In the meantime, one has to assume that conditions have most likely
deteriorated Instead if improved, We must also keep in mind that the construction industry is
seeing rising costs across all aspects of the industry, from parts to labor.

Our proposed rate increase includes revenue for funds to address the chronic S50's as well as
ongoing Replacement and Improvements funding, for our ongoing sewer improvements. it is
our plan to address all the projects on the attached project list in addition to addressing the
three chronic 550's mentioned specifically by the EPA in the new order. This Is, of course, in
addition to having adequate revenue to cover the increased sewage treatment costs and our
routine Q&M costs.

Finally, | would like to address the question about why we do not just disconnect from CEG and
bulld our own sewage treatment plant, At one time, the utility was looking into this, At that
time, the costs were significant, and two options considered. Even in 2011, we were looking at
costs of $80-million with an additional $20-million for a fiow equalization basin to be
constructed In addition to the plant, which was going to be designed for 8 MGD. There was an
alternative to build a 12 MGD plant, which would take flow from CEG's service area and treat it
too. The 12 MGD plant, with flow equalization basin, was $120-million.

The flow equalization is simply a big tank to hold sewage flow until you are able to treat It and
discharge it. Why not take the $20-mitlion cost of a flow equalization tank and fix your collection
system to remove the sources of clear water? Ultimately, even with a new plant, you will still
have to fix your collection system, because it is literally falling apart and is creating collateral
damage to adjacent utilities not ta mention roadways and vards where sinkholes are becoming
more prevalent, Se, you're paylng to build a hew plant as well as still having to fix your system.
The above does not include the additional certified sewage treatment plant operators that
would he required for a 24/7 sewage treatment operation, and all the other assoclated costs,
such as energy, chemicals, sludge removal, etc. Also, it must be kept in mind that the closest
discharge from this plant is Indian Creek, at a point upstream of Indian Lake. Altarnative
discharge points would require significant additional costs to pump the treated effluent to Fall
Creek, which Is ultimately where It would end up.

Some other palnts:

1. There is no real good place to locate a sewage treatment plant and there would be
significant costs involved in getting all of Lawrence’s sewage flow to a new treatment
plant, wherever it may be located.

2. There is no guarantee that a permit to construct a new sewage treatment plant would
ever be approved.



3. The cost to build a plant under the two scenarios would result in a larger rate increase
than what Is being proposed now. In 2011, when a Lawrence sewage plant was being
planned, projected rates were as high as $55/month for a customer using 5,000 gallons
per month (545 for a customer using 4,000 gallons per month). In today's dollars, and
especially with the economic impacts seen from the pandemic, these costs would be
considerably higher, Not to menticn that, if we were going to be paying those rates in
2011, how much higher would they be now, with 11 years of inflation and increased
operating and capital expenses factorad in?

4. Fixing our aged and deteriorated sewer system is the better option. It will improve
system performance, address the SSO issues driving the EPA regulatory actions, lower
our treatment costs we pay to CEG and provide plenty of capacity for our present day
and future needs. A system in good repair s also cheaper to operate and maintain,
which also helps to lower costs.

The best option to control sewer costs moving forward Is to Invest the meney we need to in order to
address our sawer system problems and lawer our operating costs. Then, with regular evaluation and
proper operations and maintenance, we can greatly minimize any future sewer rate increases. And
doing them more frequently will help ensure that they are smaller and more easily budgeted for by
customers.
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Chapter 23. Municipal Sewage Works
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Chapter 23. Municipal Sewage Works

0 36-8-23-0.1 Application of certain amendments by P.L.236-1993

Soe, 0.1, The amendments made to section 28 of this chaplar (and 1o JC 32:0-1-2.5, helore ita repesl) by P.L.236-1993 apply to deposils hald by a municlpal sowage
works under gection 28 of this chapter, as amandsd by this acl, after June 30, 1993,

{0 36-9-23-1 Application of chapter |

Bae. 1, This thapler applies to all munlcipalilies.

O 36-9-23-2 Municipal powars

$ec, 2. A municipalily may:
{1) agguire, construcl, improve, operata, and maintain sewage works under this chapler;
{2) acguire, by gifl, granl, purchase, condernnation, or olherwisa, all lands, rdghts-of-way, and other properly thal ars necessary for the sewage works:
{3) Issue revenua bonds lo pay Whe cost of acquiring, constructing, and improving he sawage warks and property; and

{4} lease sewage works from a person, an enlily, 2 carporation, & pubic ulllity, or a unil for a lerm net lo axcaad fifty (50) years.

(1 36-8-23-3 Suparvision and control

Sac, 3, The constructlan, asquisilion, improvemaent, oparation, and maintenance of sawage warks under this chapter shall be supervised and controlled by ihe municipal
works board, Howaver, the municipal legislative body may. hy ordinance, transfer the powers and didies of the works hosrd undar this chapter lo:

(1) & sanitary Board eslablished under section 4 of this chapler; or

(2) the utifity service board, If the municipaiity has suth o board operaling one (1) or mara municlpsfly owned utilities.

{0 36-9-23-4 Sanltary board

Sec. 4. (1) A sanidary board estabished under this ahapter consisls of:
(1) the municipal executlve; and

(2} o (2) persons apgointed by he munlcipal legiskative body, ong (1) of whora muat be a raglstersd professlonal engineer,

The leglstative body may not appolnt any paid or unpald municlpal officer or employea to the boavd.

{b) Ona {1} of the ariginal dppointess (o the sanitary board serves for & tarm of twa (2) yaars, and Lhe olher serves for a lerm of three (3) years.

{€) When the term of a member of lhe sanilary board expires, 4 successor shall be appointed for a term of Ihie {3) years in the manner prescribed by subsection {ah
{d} Vacancies on tha sanitary board shall ba filled for the unexpired term in the manner prescribad by subsection (a),

{&) The municlpal executive is e chair of the sanitary board.

{f} The sanitary board shaill selecl a viss chalr from lls members. and shall salecl a sscretary and & rsasurer, who need nol e members of the board, Howaver, the
board may combing the offices of secretary and irsasurer into a single office of secrelary-Ireasurer. The ofiicers salected under this subsection serve al iha pleasure of
the board.

{9} Each membisr of the sanilary board Is enlilled Lo e compansation, If any, that is Axed by:
{1) tha exacuilve, with he approval of the legistative hody, n a cily; or

[2) tha legislativa body, in a lown;

as a salary or as payment for meetings allended, Each member [s also antitied to paymant for reasonable expenses incurred in the perfonmancs of tha members dutias,
{h} The compensation of the secretary and treasurer of the sanitary hoard shall be fixad by:
{1) the exeoutiva, with the approval of the leglsiative body, in a cily; or

{2) the legislative body, in a lown.



The ordinance may alsa provide for the accumlation of reazonabie ressrves In the sinking fund s a protection against default, and for the payment of pramiums an
bonds relired by call or purchasa uindar this ¢haptar.

] A6-0423-22 Bonds; security by trust indenture pennitted; terms of indenture

Set, 22, (a) The munisipal legislalive body may secure revanue bonds issued undar this chapler by a lrusl indenlure balwaan Ihe municipality end a corporale tuslae,
which miay be any trust sempany or bank having the powars of a trust company in Indiana, or another state. Howevar, such a trust indeature may nol canvay or morlgage
any part of tho sewage warks,

{b) The ordinance authorizing iha revenus bonds may rovide thal;

(1} the Irust indenlure may contain reasonabla provisions for protecting and enforelag the rights and ramedias of the bandholders, Including covanants satiing farth the
dulies of the municipality and the board In ralation lo:

{A) the construction, acquisilion, Improvemant, oporalion, repalr, malnisnance, and insurance of [ha sowaga wotks: and
(B} the custody, safequarding, and applicalion of all monay; and

{2} tha warks shall he contracted for, congtructed, and pald for under the supervision and approval of conguling ergineers employed or daslgnalad by the board and
sallsfactary to the: orlginal hond purchagsers or talr successors, sssigns, or nominees, who may be given the right to spacify tha sacurity to be given by conlrectors and
by any depository & the proceeds of bonds, revenuss of the worls, or other mongy perlaining fo lhe works.

{0) * The trust Indenlure may sat forth he rights and remedies of the bondhalders and trusles, restricting the Individual right of action of bandholdars as Is customary in a
Irust indentura securing bonds and debentures of corporations, Excepl as otherwlse provided in this chapter, tho munlcipal legishative bady may, by ordinance or in the
trust indenture, spsaify:

(1) the afflcer, hoard, or depository that shall collect the procesds of the sale of the bends and the revenues of tha sewage works; and

(2) the method of disbursing the procasds and ravanues,

] 36-0-23-23 Bonds; enforcement rights of holders; receivership

$ec. 23. (a) The xights grantad by this section are sublect to any rasticlions contained i the crdinance autharizing the Tssuance of revenue bonds or in any trusi
indenlura sacuring the bands.

() The holder of any revenus bonds or any coupons altached to them, and the trustes, If any, may, eilher at law or In aguity, protect and enforve all rights granted by this
chaptar or vnder Ihe ordinanss or lust indanturg, ineluding the making andt collacting of reasonable and surficlent fees for services renderad by the sewage works,

{u) if he principa] or interest of any ol the revenua bonds is not pald on the date named in the bonds for payment, any courl having jurisdiclion of the action may appoinl
& receiver to administer the sewage works on behall of lhe municipality, tha bondholdets, and the rusiee, if any, The recaiver may:

{1) charge and oellect fees sulfisiant to provide for the payment of tha expensas of aperation, repsir, and maintenance of the works;
(2) pay any revenue honds and intersst outslanding:; and

{3} apply the revenues in confarmily with this chaplar, Ise ordinance autherizing he bond Issue, and the trust indenlurs, if any.

] 36-0-23-24 Fees, municipality subject to fees of sewage works

Sec, 24, The municipality is subject to Ihe fees established under this chapter or to feas established in hermony with this chapter, for sarvices rendered the municipaiily,
and shall pay the fees when due, The faes are considerad part of the rovenues of the sewage works and are subject la ha digposition authorized or required for other
ravenues of tha warks.

[ 3648-23+25 Fees; factors utilized to establish; persons obligated to pay; disposition of certatn fees; adoption
of different schadules permittad

Sec. 25. (a) Sublecl fo section 37 of this chapler, the municipal legislative body shall, by ordinsnce. establish just and aquitable tees for the sarvices rendered by the
sawage works. and nrovide tha dates on which the fees are due.

{b) Justand squifable {ees are the feas raguirad to maintain the sewnge warks In the sound phyaicat and financial condition ngoessany Lo rendar atlequate and efficlent
sorviee, The fess must be salficiant lo:

(1) pay all expenses Insidental to the aperation of the warlks, neluding legal expenses, maintanance cosls, oparaling charges, repairs, lease rentals, and Intarest
sharges on bonds o other obligatlons:

{2) provide the sinking fund required by section 27 of Ihls chapter;
{3) provide adeauala money 10 bo uged ag working sapital; and

{4} pinvide adeaquate money for improving and replacing the warks,

Fees aslablished after notice and haaring under this chapter ara presumed to be just and squitalile,

(c) Except as otherwise provided in a provision included in an ordinanca under subsection (f), the fees are payable by the owner of sach lot, parcel of real propeity, or
bullding thek:

{1} Is connecled with the sewage works by ar through any parl of the municipa!l sewear system; or

{2) usas or I8 served by (he works,



Unless the munlcipat legislaltive body finds olherwise, lhe works are consldered lo benefit every lol, parcal of real property, or hullding connected or k be cennected with
tho munlcipal sewar syslem as a rasull of conslruction work under tha sonlracl, and the fees shall be billed and coltected accordingly.

{d) The munlvipal legislative body may usa one (1) or more of the foliowing faslors 1o establish the foas;
(1) A fal aharge for each sewer connaclion,
(2) The amount of waler used on (e property.
13) The nuimiar and size of walar outlais on the properly,
{4} The amount, gtranglh, or characler of sewage discharged into the sowars,
{5} Tha size of sewer cornections,
{6) Whathar the property has bean or will be raquired to pay separataly for any pad of the sewage warks.,

{7} Whather the proparly, although vasant or unimproved, is benefited by a lozal or laleral sewer besause of the availability of that sewsr, However, the owner must
heve been nolified, by recorded covenanis and raslirictions or deed restriclions in the chain of title of the ownar's property, that a fee or assessmant lor sewer
avallability may be charged, and the fee mey reflect only the capltal cost of the sswer and no! the cosl of operation and malrtenance of the sewage works.

(8) The cost of callzcting, trealing, and dispesing of garbage In a sanitary manner, including equipment 2md wages.

{#) The amounl of money sufflgient lo gompensale Ihe municipalily for [he properly laxes hal would Be paid on the sawage works if the sewage warks ware privately
awnarl.

(10} Any other factors the laglslative body considers necessary.

Fees collected under subdivision {8) may ba spent for thal purpose only after compliance wilh el provisions of (ha ordinanca authorizing the issiancs of the revenue
bonds for the sewage works, The board may lransfer feas collested i fleu of taxes under subdivision {9) to the ganeral fund of the munizlpallly.

() The municipal leglslative body may exedclse reasonable discration in adopling differant schadules of fees, or making classifications In schedules of fags, based on
variations in:

[1) tha costs. including capilal expanditures, of furnishing services o varlous classes of users or to varlous locations; or
(2) the numbar of users in various lacations,

(f) Notwlthstanding IC 14-33-8-21, this subsection does not apply to & congervansy disticl astablished under 1C 14-33 for the collection, treatment, and disposal of
sowage and olber liquid wastes. In an ordinance adopled undar thls section, the municipal legislative body may include one {1} or mare of tha follawing provisions with
regpect to progerly pocupied by someons other (han the ownar of the properly:

{1} That laes for the services rendered by Ihe sawagoe works Lo the proparty sra payabio by Iha person oceupying the property. Al tha opticn of the municipal lugislative
body, the ordinance may Include any;

{A) racuirament for a deposil Lo ensure paymeal of ihe feas by ha parson accupying the properly; or

{8) other requirernait to ensure the creditwerlhiness of ha person occupying the prapady as he account holdar or customer with respaci Lo the properiy:

thal the municipa legislative bady may lawfully impose.

(2) That the fees for Ihe services randered by (he sewage werks to Lhe proparly are payable by the person sceupying the properly if one (1) of the following conditions
is satisflad:

{A) Either the property owner or the person caeupying tha proparly gives to the general office of the ulllity writlen notics tiat indicales thal the person ocsupying
tha properly is rasponstble for paving the fees with respact 1o the proparly and raquests thal the account or alher suslomar ar billing records maintaked for e
properdy be in the name of Wie parsen oocupylng the property, At the option of the municipal iagislative body, the ordinanco may provids thet a document that:

{1} Is oxecuted by the praparly cwner and the person cccupying the propery;
{ii) Iclontifies the person asoupying the property by name; and

(iil) Inclicates Ihai the person accupying the properly is respansible for paying the fees assessed by the ulility wilh respect to the property:

servas as wriltan nelles for purposes of this clause,

{B) The account or other customer or billing records maintainad by Ihe utility for the properly otherwise indicate hal:
(i) the properly is ocoupled by someone olher than the owoer; and
(it} the person occupylng the property is responsible for paylng Ihe fees.

{G) The praperly owner ar Ihe person occupying the praperly satisfles any other requirements or conditicns that the munleipal lagislative body Ingludas in the
ordinance.

{3) Thal fees assessed against the property for the services rendsred by the sewage works to tha progerty de not constltule a lien against the proparty. notwithstanding
salion 32 of this chaplar, and subject to any requirsments or conditions set forth in the ardinance.

This subsection may Aol be construed Lo prohibil a municipal legislative body from including in an ordinanca adopled under this sestion any other provision What the
munlcipai fagislative hody consldars appropriate,

0 36-2-23-26 Fees; hearing,; notive; adoption; readiustment

Sec. 24. (a) After the introduclion of the ordinance establishing fees under section 25 of Lhis chapter, bul before il s finally adopiad, the muhicipal legislative body shall
hold & publie nearing al which ugers of the sawage works. awners of properly servad or ta be rerved by lhe works, and other interested persons may be heard
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