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Hometown People. Hometown Power.
MINUTES OF THE BOARD OF COMMISSIONERS MEETING

LANSING BOARD OF WATER AND LIGHT

July 24, 2018

The Board of Commissioners met at the Lansing Board of Water and Light (BWL) Headquarters-REO Town
Depot located at 1201 S. Washington Ave., Lansing, MI, at 5:30 p.m. on July 24, 2018.

Chairperson David Price called the meeting to order at 5:30 p.m. Chairperson Price welcomed new
Commissioner, Dion’trae Hayes, Supervisor of Lansing Charter Township, representing Lansing Charter
Township as the Advisory Commissioner.

The Corporate Secretary, M. Denise Griffin, called the roll.

Present: Commissioners David Price, Beth Graham, Dennis Louney, Anthony McCloud, Ken Ross, Tracy
Thomas, and Sandra Zerkle. Non-Voting Commissioners present: Douglas Jester (East Lansing) (arrived at 5:43
p.m.), William Long (Delta Township) and Dion’trae Hayes (Lansing Charter Township).

Absent: Commissioner Anthony Mullen

The Corporate Secretary declared a quorum.

Commissioner Anthony McCloud led the Pledge of Allegiance.

Chairperson Price Congratulated Commissioner McCloud on his recent marriage.

ELECTION OF OFFICERS FY 2017-2018

Nominating Committee Chairperson Anthony McCloud presented the June 28, 2018 Nominating Committee
Report, from which the proposed slate of officers for Fiscal Year 2018-2019 is as such: Commissioner David
Price serving as Chairperson; and Commissioner Sandra Zerkle serving as Vice Chairperson. There were no
further nominations for the officers’ positions.

Motion by Commissioner McCloud, Seconded by Commissioner Thomas to nominate Commissioner David
Price to serve as the Chairperson and Commissioner Zerkle to serve as the Vice Chairperson of the Board of
Commissioners for Fiscal Year 2018-2019.

Action: Carried Unanimously

Chair Price thanked everyone for their support and is looking forward to working with the Vice Chair Zerkle
and the members of the Board in FY 2018-2019.



SPECIAL PRESENTATION: MICHIGAN MUNICIPAL ELECTRIC ASSOCIATION (MMEA) LIFETIME MEMBERSHIP
AWARD

George Stojic, Executive Director of Planning and Development, stated that the BWL was the first utility in
Michigan to adopt a renewable portfolio standard and the first utility to voluntarily commence a long term
comprehensive energy efficiency program. Sue Warren, retired BWL Manager of Energy & Eco Strategies,
planned and designed the programs and served as an ambassador to other utilities. Mr. Stojic introduced Jim
Weeks, Executive Director of MMEA, who presented Sue Warren with an MMEA Lifetime Membership Award
and plaque. Sue Warren thanked MMEA and BWL for the award.

APPROVAL OF MINUTES

Motion by Commissioner Thomas, Seconded by Commissioner Zerkle, to approve the Regular Board Meeting
minutes of May 22, 2018.

Action: Motion Carried

PUBLIC COMMENTS
None.

COMMUNICATIONS

Electronic Mail received From or Re:
a. Electronic mail from Amara Moody re Utility Financial Assistance - Referred to Management. Received
and Placed on File

COMMITTEE REPORTS
Commissioner Tracy Thomas presented the Human Resources Committee Report:

HUMAN RESOURCES COMMITTEE
Meeting Minutes
June 28, 2018

The Human Resources Committee of the Lansing Board of Water and Light (BWL) met at the BWL
Headquarters-REO Town Depot located at 1201 S. Washington Ave., Lansing, MI, at 4:30 p.m. on Thursday,
June 28, 2018.

Human Resources (HR) Committee Chairperson Tracy Thomas called the meeting to order and asked the
Corporate Secretary to call the roll. The following members were present: Commissioners Tracy Thomas,
Anthony McCloud, Tony Mullen, and Sandra Zerkle (arrived at 4:49 p.m.) Also, present: Commissioners Beth
Graham, Dennis Louney, and David Price.

Absent: None

Public Comments
None

Approval of Minutes




Motion by Commissioner Mullen, Seconded by Commissioner McCloud, to approve the Human Resources
Committee meeting minutes of September 12, 2017.

Action: Motion Carried.

FY 2018 Board Appointee Performance Reviews
HR Committee Chair Thomas noted that the charter appointed employees’ evaluations and statistical results
were emailed to all Commissioners a week prior to today’s committee meeting.

Corporate Secretary

Corporate Secretary M. Denise Griffin requested a closed session for the purpose of receiving her contractual
year-end performance evaluation as permitted by the Open Meetings Act exemption MCL 15.268(a) and
requested that the BWL HR Executive Director, Michael Flowers, attend.

Motion by Commissioner McCloud, Seconded by Commissioner Mullen, to enter into closed session to discuss
the contractual year-end performance evaluation of Corporate Secretary M. Denise Griffin.

Roll Call Vote:

Yeas: Commissioners Tracy Thomas, Anthony McCloud, Tony Mullen.
Nays: None.

Action: Motion Carried.

The Human Resources Committee went into closed session at 4:37 p.m.

Motion by Commissioner Mullen, Seconded by Commissioner McCloud, to reconvene into open session.
Action: Motion Carried.

The Human Resources Committee reconvened to open session at 4:48 p.m.

Upon conclusion of the Closed Session, the following motion was offered:

Motion by Commissioner McCloud, Seconded by Commissioner Mullen, to forward a resolution reappointing
M. Denise Griffin to the Charter position of Corporate Secretary for FY19 to the full Board for consideration.

Action: Motion Carried.

Internal Auditor

Internal Auditor, Phil Perkins, requested a closed session for the purpose of receiving his contractual year-end
performance evaluation as permitted by the Open Meetings Act exemption MCL 15.268(a) and requested that
the BWL HR Executive Director, Michael Flowers, attend.

Motion by Commissioner McCloud, Seconded by Commissioner Mullen, to enter into closed session to discuss
the contractual year-end performance evaluation of Internal Auditor, Phil Perkins.

Roll Call Vote:
Yeas: Commissioners Tracy Thomas, Anthony McCloud, Tony Mullen, Sandra Zerkle.
Nays: None.

Action: Motion Carried.



The Human Resources Committee went into closed session at 4:51 p.m.

Motion by Commissioner Zerkle, Seconded by Commissioner McCloud, to reconvene into open session.
Action: Motion Carried.

The Human Resources Committee reconvened to open session at 5:04 p.m.

Upon conclusion of the Closed Session, the following motion was offered:

Motion by Commissioner McCloud, Seconded by Commissioner Mullen, to forward a resolution reappointing
Phil Perkins to the Charter position of Internal Auditor for FY19 to the full Board for consideration.

Action: Motion Carried.

General Manager

General Manager Richard Peffley requested a closed session for the purpose of receiving his contractual year-
end performance evaluation as permitted by the Open Meetings Act exemption MCL 15.268(a) and requested
that the BWL HR Executive Director, Michael Flowers, attend.

Motion by Commissioner McCloud, Seconded by Commissioner Mullen, to enter into closed session to discuss
the contractual year-end performance evaluation of General Manager, Richard Peffley.

Roll Call Vote:
Yeas: Commissioners Tracy Thomas, Anthony McCloud, Tony Mullen, Sandra Zerkle.
Nays: None.

Action: Motion Carried.

The Human Resources Committee went into closed session at 5:08 p.m.

Motion by Commissioner Zerkle, Seconded by Commissioner Mullen, to reconvene into open session.
Action: Motion Carried.

The Human Resources Committee reconvened to open session at 5:37 p.m.

Upon conclusion of the Closed Session, the following motion was offered:

Motion by Commissioner McCloud, Seconded by Commissioner Mullen, to forward a resolution reappointing
Richard (Dick) Peffley to the Charter position of General Manager for FY19 to the full Board for consideration.

Action: Motion Carried.

Subsequent Steps for Board Appointed Employees Contracts

HR Chair Thomas requested a motion for the HR Committee to charge the HR Chair and the Board Chair with
the task of working with the appointed employees on their respective annual merit considerations on behalf
of the Board of Commissioners.




Motion by Commissioner Mullen, Seconded by Commissioner Zerkle, to charge the HR Chair and the Board
Chair with the task of working with the appointed employees on their respective annual merit considerations
on behalf of the Board of Commissioners.

Action: Motion Carried.

Excused Absence
None

Other
HR Committee Chair Thomas thanked Commissioner Mullen for meeting with HR Chair Thomas and going
through the transition process.

HR Committee Chair Thomas also thanked Smiljana for helping the Commissioners with the addressing of
some issues.

Commissioner Price thanked HR Committee Chair Commissioner Tracy Thomas for his work as the HR
Committee Chair.

Adjourn
Motion by Commissioner McCloud, Seconded by Commissioner Thomas, to adjourn the meeting.

Action: Motion Carried
Meeting adjourned at 5:41 p.m.

Respectfully Submitted,
Tracy Thomas, Chair
Human Resources Committee

Commissioner Anthony McCloud presented the Nominating Committee Report:

NOMINATING COMMITTEE
Meeting Minutes
June 28, 2018

The Nominating Committee of the Lansing Board of Water and Light met at the BWL Headquarters-REO Town
Depot located at 1201 S. Washington Ave., Lansing, MlI, at 5:46 p.m. on Thursday, June 28, 2018.

Nominating Committee Chair, Anthony McCloud, called the meeting to order and asked the Corporate
Secretary to call the roll. The following committee members were present: Commissioners Anthony McCloud,
Beth Graham, Anthony Mullen and Tracy Thomas.

Absent: None

Public Comments
There were no public comments.




Approval of Minutes

Motion by Commissioner Graham, Seconded by Commissioner McCloud to approve the Nominating
Committee meeting minutes of June 29, 2017.

Action: Motion Carried.

Officer & Committee Survey Results & Officer & Committee Survey Memorandum

Nominating Committee Chair Anthony McCloud stated that the Officer Committee Survey Results Forms and
Committee Survey Memorandum were included in the Nominating Committee meeting packet for review and
asked if there were any questions regarding the documents. There were no questions.

Nomination of Board Officer Candidates for Fiscal Year 2018-2019

Chairperson and Vice Chairperson

Nominating Committee Chair McCloud noted that the survey results indicated only two Commissioners
interested in the officer positions, Commissioner Price for the Board Chair position and Commissioner Zerkle
for the Vice Chair position. Nominating Committee Chair McCloud requested a motion to nominate
Commissioner David Price to serve as the Chairperson for the 2018-2019 fiscal year and Commissioner Zerkle
as the Vice Chairperson for the 2018-2019 fiscal year.

Motion by Commissioner Thomas, Seconded by Commissioner Mullen to nominate Commissioner David Price
to serve as the Chairperson for the 2018-2019 fiscal year and Commissioner Zerkle as the Vice Chairperson for
the 2018-2019 fiscal year.

Action: Motion Carried

Motion by Commissioner Mullen, Seconded by Commissioner Thomas to present the slate of Officers for
2018-2019 to the full Board for consideration is as follows:

Chair: David Price
Vice Chair: Sandra Zerkle

Action: Carried Unanimously

Nominating Committee Chair McCloud stated that the recommended slate will be presented to the full Board
for consideration and nominations will be taken from the floor at the July 24™ Regular Board/Annual
Organizational meeting.

Commissioner Thomas thanked Nominating Committee Chair McCloud for his work as chair of the committee.

Excused Absence
None

Adjourn
There being no further business, the meeting adjourned at 5:49 p.m.

Respectfully submitted,
Anthony McCloud, Chair
Nominating Committee



Chair David Price presented the Committee of the Whole Report for Committee of the Whole Chairperson
Anthony Mullen:

COMMITTEE OF THE WHOLE
Meeting Minutes
July 10, 2018

The Committee of the Whole of the Lansing Board of Water and Light (BWL) met at the BWL Headquarters-REO Town
Depot located at 1201 S. Washington Ave., Lansing, MI, at 5:30 p.m. on Tuesday, July 10, 2018.

Committee of the Whole Chair Tony Mullen called the meeting to order at 5:30 pm and asked the Corporate Secretary
to call the roll.

Present: Commissioners Tony Mullen, Beth Graham, Dennis M. Louney, David Price, Ken Ross, Tracy Thomas, and
Sandra Zerkle and Non-Voting Members: Doug Jester (East Lansing), William Long (Delta Township) (arrived at 5:34 p.m.)

Absent: Commissioner Anthony McCloud
The Corporate Secretary declared a quorum.

Public Comments
None.

Approval of Minutes
Motion by Commissioner Price, Seconded by Commissioner Thomas, to approve the Committee of the Whole meeting
minutes of May 15, 2018.

Action: Motion Carried.

BWL Futures Trading Authorization Update

General Manager Richard Peffley introduced Bob Lalonde, Regulatory Compliance & Market Operations Manager, who
presented an update to the policy that was passed last year. Permission had been asked to trade futures as part of the
BWL hedging strategy. Mr. Lalonde explained that BWL wanted to trade futures to minimize the risk of future purchases
and sales--especially in paying a consistent price on gas purchases, and provided examples. He also explained that the
market is larger with futures trading.

Mr. Lalonde provided the following information after a question and answer session:

e long term weather conditions, gas storage, market conditions, plus some political items are contributory
variables to price fluctuation in gas prices.

e More crude production occurs when oil prices go up and since natural gas is a by-product of that production
which results in a lower price for natural gas, the situation in Iraq won’t cause the price of natural gas to
increase.

e The prices on the side by side comparison of a purchase of gas and a call option include additional costs and fees
such as delivery.

e Changes will occur with the addition of the new plant and future goals for the Futures Trading program include
this addition.

e Efficiency analyses will be conducted to determine what would have occurred if futures weren’t done and only
purchases were made.

e External auditors have reviewed the futures transactions and an audit process is about to start.

2017 Annual Energy Waste Reduction and Renewable Energy Update
Rhonda Jones, Marketing & Business Strategy Manager, presented a PowerPoint presentation on energy waste
reduction and renewable energy. She highlighted the low-income services in the energy optimization programs, the




goals of the programs, the energy waste reduction plan, the renewable energy results, and the renewable energy
portfolio.

Aileen Gow, Customer Accounts Analyst, will follow up on Commissioner Jester’s question about the average measure of
life of the items—lights, thermostats, etc.—in the program.

Commissioner Mullen asked whether any items besides LED lights would be given to customers, such as the 0% loans
that were mentioned or energy efficient appliances. Ms. Jones responded that more efficient refrigerators are currently
given to low income residents and other means to obtaining savings are being looked into for the future.

Commissioner Price commented that the majority of low income customers are renters and the responsibility for
appliances is the landlords’. GM Peffley responded that BWL is reaching out to educate the landlords on the benefits of
energy efficient appliances. Commissioner Louney commented that a requirement is being discussed with the city that
landlords need to have an energy audit performed before obtaining their renewal certification from the city.

Aileen Gow, Customer Accounts Analyst, spoke about low income guidelines and the energy waste reduction plan,
providing different behaviors customers can utilize to lower their energy use.

Commissioner Long commented that most low-income customers heated with natural gas rather than electricity and
furnaces can’t be provided through BWL. Ms. Gow responded that BWL does refer customers to agencies or companies
that work with natural gas services.

Commissioner Louney commended the staff for their efforts and asked whether the BWL had an energy efficiency
program incentive such as Consumers Energy has where churches get a small percentage for referring parishioners. Ms.
Gow responded that churches and other businesses such as Cristo Rey, Peckham, and Habitat for Humanity provide
energy kits and encourage people to sign up for the energy audit.

Commissioner Price inquired about the number of operating solar panels. George Stojic responded that approximately
1,000 panels have been scheduled and about 500 are operating.

Commissioner Zerkle inquired about the Hydro One repair and replacement. GM responded that it hasn’t operated for a
few years and the cost to repair it will be more than the payback and it probably will be decommissioned.

Commissioner Louney inquired about purchasing panels in the community solar program and if there would be an
opportunity for financing and paying half the cost up front to bring more people in. GM responded that is a program
that is being evaluated.

General Manager Peffley commented that available capacity and energy sales are the main parts of the energy portfolio.
Under FERC regulations, capacity requirements for three years are being met by the BWL. Natural gas energy capacity,
solar energy capacity, and wind energy capacity provide different challenges in meeting the requirements, with natural
gas energy giving the largest return or output currently. More solar energy and wind energy modules have to be built to
obtain the same amount of energy as obtained from natural gas modules.

Commissioner Ross inquired about the difference in energy credits for solar energy and wind energy and whether the
solar and wind energy had to be obtained within the service territory. GM Peffley responded that it is preferred in order
to rely on the grid. Commissioner Ross also asked whether the smaller solar arrays in various locations were a form of
distributed generation that would make the BWL internal system more resilient. GM Peffley responded that the BLW is
looking into smaller modules that the BWL can own, operate and service.

Return on Equity Request

General Manager Peffley provided information and some background on the Return on Equity (ROE) Request/Payment
in Lieu of Taxes Agreement. Board Chair David Price stated that the City of Lansing requested for the Board to revisit the
ROE percentage; after some dialogue General Manager Peffley recommended a two-year extension with the same ROE




percentage of 6.1%. The Resolution presented today is for approval of the stated to be forwarded to the full Board for
consideration. General Manager Peffley stated that gross revenue is being built and the tax basis will be increased
instead of raising the percentage rate of energy cost.

Motion by Commissioner Price, Seconded by Commissioner Zerkle to approve the amended Return on Equity Request
Resolution and forward to the full Board for consideration.

Action: Motion Carried.
Other
Motion by Commissioner Zerkle, Seconded by Commissioner Graham to excuse Commissioner McCloud from the

meeting.

Commissioner Price spoke congratulations for Commissioner Anthony McCloud on his recent marriage.

Adjourn
Motion by Commissioner Zerkle to adjourn the meeting.

Meeting adjourned at 6:44 p.m.
Respectfully Submitted
Tony Mullen, Chair
Committee of the Whole

Commissioner Ken Ross presented the Finance Committee Report:

FINANCE COMMITTEE
Meeting Minutes
May 15, 2018

The Finance Committee of the Board of Water and Light (BWL) met at the BWL Headquarters — REO Town
Depot, located at 1201 S. Washington Ave., Lansing, MI, on Tuesday, May 15, 2018.

Finance Committee Chair Ken Ross called the meeting to order at 7:31 pm and asked that roll be taken.

Present: Commissioners Ken Ross, Dennis Louney, David Price, and Sandra Zerkle. Also present: Commissioner
Anthony Mullen, and Non-Voting Commissioners Douglas Jester (East Lansing).

Absent: Commissioner Beth Graham, and Non-Voting Commissioners Brian Ross (DeWitt Township) and
William Long (Delta Township)

The Corporate Secretary declared a quorum.

Public Comments
None

Approval of Minutes
Motion by Commissioner Price, Seconded by Commissioner Louney, to approve the Finance Committee
meeting minutes of March 13, 2018.

Action: Motion Carried.



March YTD Financial Summary
Chief Financial Officer (CFO), Heather Shawa presented the following:

Cash Income Statement YTD

Ratios Employee Data

[Operating Ratic Employee Coml

Budget Status YTD

Return on Assets

Cash metrics, net income, and return on assets remain on track. Capital budget spending is consistent with
YTD. Spending on capital is underspent with the primary driver of the new plant. The cost for long lead
procurement items hasn’t started yet so capital spend is 8% under rather than 31%. Ratios are consistent with
the last few months. For Employee Data there is an FTE of 39 temporary employees. The budgeted
headcount is 754 and it is higher this month because of 1%t S.T.E.P. students. There are 700 active employees
and 40 positions posted.

Cash Reserve Policy & Resolution
Scott Taylor, Finance Manager, presented the proposed Cash Reserve Policy Resolution. Currently, BWL
operates under an informal policy. Mr. Taylor stated that it is a best policy practice to have a formal policy,
which expresses a commitment to maintaining adequate reserves and remain financially sound, and rating
agencies look favorably on such a commitment. Clearly defining the requirement and commitment to it, with
a resulting slight increase in the target of days cash on hand, are the goals in the proposed policy. For each
year of the six-year forecast the new policy includes a minimum cash reserve amount based on the following
five risk factors:

e Operating expenditures

e Return on equity to the city

e Historical plans and service

e Debt service

e Capital improvements
Mr. Taylor reported that the policy is intended to be self-correcting and self-regulating by requiring that each
budgeted forecast meet the minimum requirements. If the cash reserves were to fall below the minimum, the
board would require necessary corrections in the next budget and forecast.

Commissioner Ross asked that since a goal of the policy wasn’t to increase the target of days cash on hand but
there may be a slight increase, what would happen under the current conditions if the policy was in place
today. Mr. Taylor responded that the minimum cash days on hand would range between 153 and 159 days
over the forecast period.

Motion by Commissioner Price, Seconded by Commissioner Louney, to forward the Cash Reserve Policy
Resolution to the full Board for consideration.
Action: Motion Carried

FY 2019-2024 Budget & Forecast Presentation & Resolution
CFO, Ms. Shawa presented the FY 2019-2024 Budget & Forecast and Resolution.




Budget and Forecast
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Commissioner Jester asked whether the wholesale electric revenue forecast was inclusive and whether it is a
known bilateral arrangement, anticipated bilateral arrangement or an interchange. He explained that an
interchange means that BWL will be buying and selling power to the MISO wholesale market which is a short

term market and wanted to know the risks. George Stojic, Executive Director of Planning and Development,
responded interchange.



Commissioner Zerkle asked about the change in Net Income in FY 2022. Ms. Shawa responded that the
financing of the new plant begins in FY 2019 and in the second half of FY 2021 the new plant will come online
and there will be a half year depreciation with interest capitalized only for that half year. Ms. Zerkle also
inquired about the 6-year capital by utility and location and whether there were funds set aside for repairs for
Eckert and GM Peffley responded that there was through O&M.

Commissioner Jester asked for what the $148,00 was designated at Eckert. GM Peffley responded it is
designated for costs for closing the plant.

Motion by Commissioner Price, Seconded by Commissioner Louney, to forward the proposed FY 2019-2024
Budget & Forecast Resolution to the full Board for consideration.

Action: Motion Carried

Capital Exceedance Resolution

CFO Heather Shawa introduced the Capital Project Exceedance resolution by briefly explaining that the budget
for the project described in the resolution exceeds the amount originally budgeted and requested approval for
the projected final cost of $3,900,000.

Commissioner Ross commented that the six-year process doesn’t appear to be giving the intended result with
respect to the capital project exceedance. Commissioner Ross asked whether the process is as efficient and
transparent as possible.

Commissioner Zerkle commented that the information is helpful for ranking priorities but not for approval six
years out.

Commissioner Mullen commented that the capital project exceedance goals were set specifically due to an
incident where a considerably larger amount of money was to be spent. He stated that goals within one to
three years required explanation or resolution but questioned whether six year goals were required to be
adhered to.

GM Peffley responded that a presentation on how finances are estimated, budgeted, and the percent of
accuracy over each phase of projects would be beneficial for the Board. Ms. Shawa added that labor,
materials, and other costs may change over time.

Commissioner Zerkle commented that it would be helpful to provide reports given at prior meetings to
compare with current reports being provided.

Motion by Commissioner Price, Seconded by Commissioner Louney, to forward the Capital Exceedance
Resolution to the full Board for consideration.

Action: Motion Carried

Internal Audit Open Management Response Quarterly Report
Chief Financial Officer Heather Shawa presented management’s responses to audits as follows:




STATUS OF MANAGEMENT RESPONSES TO AUDITS
APRIL 30, 2018 In Accordance with Board Resolution #2014-07-03

Updaies in red

Issue Responsible

4 Audit Name Issue Description Date Area Status
46 Performance  |Internal Audit recommended job desenptions be Jan Human Updatmg of job descrnphions 1s well underway, with estimated project
Evaluation & |updated 2017 Resources  |completion by 6/30/19.
Compensation
17 | Performance |mternal Audit recommended mcreasing flexibility with | Jan Human  |A plan for decoupling base and merit increases is nearing complefion. 1he
Evaluation & |awarding merit increases. 2017 Resources D mation, applicable to the fiscal
Compensation 1l be finalized and
52 COBIT Internal Audit noted that actions should continue onas | June Information  |Of 36 items in re being reported as complete, 10 on track, 3
Compliance  [expedited a schedule as possible to reach full 2017 | Technology [overdue, and
compliance with the adopted IT govenance framework.
58 Succession  |Internal Audit recommends that Succession Planmng March Human | Annual updates to Succession Planning procedures will be drafted and
Planning  VE 7 |procedures be formally approved and updated annually. | 2018 | Resources |submitted for executive management approval by 6/30/18
50 | Succession |Mmternal Audit supports identifying crifical positions as | March | Human | A focus group is currently pilofing a tool fo assist with identification of
Planning  NE /7 |so0n as possible 2018 | Resources [critical positions which will be implemented on an organization-wide basis
by 12/31/18.
60 | Succession |Mtemal Audit supports traiming and development of | March |  Human | Candidate assessment and development are underway, as part of the BWL
Planning  NEF |succession candidates. 2018 Resources  |Leadership Academy, and will continue through June 2019

Closed Issues (since March 2018 report)

57 Identityand  |Intenal Audit recommends actions continue on as Feb Information |The following actions have been completed: (1) drafting of [AM operation
Access  |expedited a schedule as possible to fully implement an | 2018 | Techmology |policy, processes, and procedures: (2) removal of all instances of global
Management |effective IAM program. server accounts; (3) implementation of an automated system for managing

privileged accounts; and (4) deployment of a threat identification system on|
servers

Commissioner Ross inquired about the overdue items. Ms. Shawa responded that she would follow up and
provide the information to the Commissioners after the meeting.

Revised Investment Policy Statements & Resolution

Scott Taylor, Finance Manager presented two revised investment policy plans, the Defined Benefit (DB) Plan
which is the traditional pension plan, and the VEBA Plan which covers the investments associated with
providing health care benefits. Refinement in the policy index which will more accurately reflect real asset
allocation in both the DB and VEBA plans and changing the discount rate from 7 % % to 7% in the DB plan,
which relates to the maturation of the plan, are the main changes for which approval was requested.

Commissioner Ross noted that there was an amendment on page 13 of the DB plan changing the total return
of the Policy index for BloomBar US Aggregate from 35-40% to 40-45%.

Motion by Commissioner Price, Seconded by Commissioner Louney, to forward the proposed Revised DB and
VEBA Investment Policy Statements Resolution as presented to the full Board for consideration.

Action: Motion Carried

Other
None.

Excused Absence
Motion by Commissioner Price, Seconded by Commissioner Louney, to excuse Commissioner Graham from
today’s meeting.

Action: Motion Carried

Adjourn
Motion by Commissioner Price, Seconded by Commissioner Louney, to adjourn the meeting. Commissioner
Ross adjourned the meeting at 8:45 p.m.

Respectfully submitted
Ken Ross, Chair
Finance Committee



MANAGER’S RECOMMENDATIONS

General Manager Dick Peffley presented the recommendation for the Return on Equity Agreement with
Amendment #4 with a request for approval from the Board. The Return on Equity Agreement is a request by
the City of Lansing to extend the Return on Equity payment for two years at the current rate.

RESOLUTION #2018-07-01
Return on Equity/Payment in Lieu of Taxes

WHEREAS, the City of Lansing has expressed a desire to continue the Agreement dated June 30, 1992, which
has been subsequently extended thereafter for payment in lieu of taxes arrangement;

WHEREAS, the Board of Commissioners Committee of the Whole (COW) considered the City of Lansing’s
request on July 10, 2018;

WHEREAS, the General Manger recommended the Agreement be extended by two (2) years at a rate of six-
point one percent (6.1%), which would be memorialized as Amendment No. 4;

WHEREAS, the COW agreed with the General Manager’s recommendation and approved the same to be
forwarded to the Board of Commissioners’ July meeting for approval; and

WHEREAS, the COW further directed the General Manager to finalize Amendment No. 4 in light of his July 10,
2018’s recommendation and execute on behalf of the Board of Commissioners.

RESOLVED, That the Board of Commissioners hereby approve Amendment No. 4 as recommended by the
General Manager.

FURTHER RESOLVED, the General Manager and Corporate Secretary shall execute Amendment No. 4 on behalf
of the Board of Commissioners.

Motion by Commissioner Ross, Seconded by Commissioner Thomas, to amend and approve the resolution for
the Return on Equity Agreement with Amendment #4.

Action: Motion Carried.

UNFINISHED BUSINESS
There was no Unfinished Business.

NEW BUSINESS
There was no New Business.

RESOLUTIONS/ACTION ITEMS

RESOLUTION #2018-07-02
Appointment of the Charter Position of Corporate Secretary

The Board’s Rules of Administrative Procedures specify that the Board is to appoint a Director and General
Manager, Internal Auditor, and Corporate Secretary, at its first regular meeting following July 1st of each year
or as soon as practicable thereafter.



RESOLVED, That the Board of Commissioners hereby appoints the following individual to the Charter position
of Corporate Secretary fiscal year 2018-2019 or until a successor is appointed, whichever last occurs:
M. Denise Griffin, Corporate Secretary

FURTHER RESOLVED, That the Chair of the Board of Commissioners is authorized to execute any and all
contractual amendment documents which reflect merit adjustments recommended by the Human Resources
Committee for FY 2018’s performance.

Motion by Commissioner Louney, Seconded by Commissioner McCloud, to approve the reappointment of the
Corporate Secretary for Fiscal Year 2018-2019.

Action: Motion Carried.

RESOLUTION #2018-07-03
Appointment of the Charter Position of Internal Auditor

The Board’s Rules of Administrative Procedures specify that the Board is to appoint a Director and General
Manager, Internal Auditor, and Corporate Secretary, at its first regular meeting following July 1st of each year
or as soon as practicable thereafter.

RESOLVED, That the Board of Commissioners hereby appoints the following individual to the Charter position
of Internal Auditor for fiscal year 2018-2019 or until a successor is appointed, whichever last occurs.
Philip Perkins, Internal Auditor

FURTHER RESOLVED, That the Chair of the Board of Commissioners is authorized to execute any and all
contractual amendment documents which reflect merit adjustments recommended by the Human Resources
Committee for FY 2018’s performance.

Motion by Commissioner Thomas, Seconded by Commissioner Zerkle, to approve the reappointment of the
Internal Auditor for Fiscal Year 2018-2019.

Action: Motion Carried.

RESOLUTION #2018-07-04
Appointment of the Charter Position of Director and General Manager

The Board’s Rules of Administrative Procedures specify that the Board is to appoint a Director and General
Manager, Internal Auditor, and Corporate Secretary, at its first regular meeting following July 1st of each year
or as soon as practicable thereafter.

RESOLVED, That the Board of Commissioners hereby appoints the following individual to the Charter position
of Director and General Manager for fiscal year 2018-2019 or until a successor is appointed, whichever last
occurs:

Richard R. Peffley, Director and General Manager

FURTHER RESOLVED, That the Chair of the Board of Commissioners is authorized to execute any and all
contractual amendment documents which reflect merit adjustments recommended by the Human Resources
Committee for FY 2018’s performance.



Motion by Commissioner Thomas, Seconded by Commissioner Louney, to approve the reappointment of the
Director and General Manager for Fiscal Year 2018-2019.

Action: Motion Carried.

RESOLUTION #2018-07-05
Board Policy on Follow-up to Internal Audit Findings & Recommendations

General Responsibilities:

Internal Audit. The Internal Auditor is responsible for performing the annual Internal Audit Plan approved by
the Finance Committee of the Board. This includes but is not limited to:

1. Informing management of any potential issues during audit engagements and briefing the results of
audits including any findings prior to releasing a draft audit report to management.

2. Formally presenting the results of each audit engagement in writing. Reports of audit will include
any reportable findings, recommendations, and management’s responses to the findings and
recommendations.

3. Following up on previous audit findings and management responses to ensure that the corrective
action(s) noted in the responses were in fact taken, and that those actions corrected the problem(s)
identified.

Management. Management is to respond with actionable responses to each reported finding and
recommendation in the internal auditor’s report within an agreed-upon timeframe. Each management
response should contain the following:

1. Acknowledgement of agreement (or disagreement if applicable) with the audit finding and
recommendation.

2. A specific action or actions being taken (or completed) to address the problem(s)
noted in the finding and recommendation.

3. Astatement that either affirms that the stated corrective action(s) has/have already been completed
or, if not, an estimated date when management believes the corrective action(s) will be completed.
The estimated completion date should be management’s best estimate, based on available
resources, priorities and schedules as to when the corrective action(s) can reasonably be expected to
be completed.

Follow-Up of Open Management Responses to Audit Findings:

1. Schedule of Open Actions. For each management response for which the corrective action is to be
completed by an estimated future date, a schedule will be developed to track, on at least a biannual
basis, the status of such corrective action(s) until they are completed.

a. There should be a notation biannually regarding progress toward completion of the corrective
action. If other priorities precluded further progress during a biannual period, this should be so
stated.



b. The Internal Auditor will receive an updated schedule biannually and keep the Finance Chair
apprised of action completion and status.

2. Schedule Usage.

a. Management. Management will use the schedule as a tool for reporting progress on open
corrective actions to the Finance Committee biannually.

b. Internal Auditor. The Internal Auditor will use the schedule to help in future planning efforts and
to ensure that management’s corrective actions are being implemented as stated in the
management responses to audit reports.

(This Resolution supersedes RESOLUTION #2014-07-05 adopted on July 22, 2014.)

Motion by Commissioner Ross, Seconded by Commissioner McCloud, to approve the Internal Audit
Management Response Policy Amendment.

Action: Motion Carried.

RESOLUTION #2018-07-06
Internal Audit Plan for FY 2019

RESOLVED, That the Board of Commissioners hereby approves the Internal Audit Plan for FY 2019.

Motion by Commissioner Ross, Seconded by Commissioner McCloud, to approve the Internal Audit Plan for FY
2019.

Action: Motion Carried.

RESOLUTION #2018-07-07
Internal Audit Charter Approval

RESOLVED, That the Board of Commissioners hereby approves the Internal Audit Charter as amended to which
conforms to the International Standards for the Professional Practice of Internal Auditing, promulgated by the
Institute of Internal Auditors.

Motion by Commissioner McCloud, Seconded by Commissioner Ross, to approve the amended Internal Audit
Charter.

Action: Motion Carried.
MANAGER’S REMARKS

General Manager Peffley commented on a well written article in the Lansing State Journal Why Not 100%
Renewable Energy, written by Theresa Lark, the Executive Director of MidMEAC, which referenced several
things the BWL is doing regarding renewable energy.

COMMISSIONERS’ REMARKS

Commissioner Sandra Zerkle thanked the Board for support in the election and congratulated GM Peffley on
the State of the BWL meeting.



Commissioner Tracy Thomas congratulated Commissioner McCloud on his marriage and Sue Warren on the
Lifetime MMEA award. He also thanked the Commissioners for timely responses to the HR evaluations, and
support received from Commissioner Mullen, HR Executive Director Michael Flowers, and Executive Assistant
Smiljana Lazic.

Chair David Price thanked the Commissioners for the work done in the past year. Chair Price also noted that
the City Council reappointed Commissioner David Price and Commissioner Beth Graham to four-year terms.
He stated that he will appointing Committee Chairs over the next couple of weeks. Chair Price appointed the
Executive Committee: Commissioner David Price, Commissioner Sandra Zerkle, Commissioner Anthony
Mullen, Commissioner Anthony McCloud.

Motion by Commissioner Price, Seconded by Commissioner Ross, to approve the Commissioners appointed to
the Executive Committee.

Action: Motion Carried.
MOTION OF EXCUSED ABSENCE

Motion by Commissioner Ross, Seconded by Commissioner Graham to excuse Commissioner Anthony Mullen
from this meeting.

Action: Motion Carried.
PUBLIC COMMENTS

Randy Dykhuis, Lansing, encouraged the BWL to set a date certain for BWL to be 100% fossil fuel free before
2040.

Carol Rall, Lansing, congratulated Sue Warren on the MMEA award, and spoke about reliable energy.

ADJOURNMENT
Motion by Commissioner McCloud, Seconded by Commissioner Thomas to adjourn the meeting.

Chair Price adjourned the meeting at 6:04 p.m.

M. Denise Griffin, Corporate Secretary
Preliminary Minutes filed (electronically) with Lansing City Clerk: 8-2-18
Official Minutes filed (electronically) with Lansing City Clerk 9-27-18



