SEWERAGE & WATER BOARD OF NEW ORLEANS

EXECUTIVE COMMITTEE MEETING
FRIDAY, FEBRUARY 7,2014
9:00 AM

COMMITTEE MEMBERS
Mr. Wm. Raymond Manning, Chair ¢ Mr. Mark Moody e Mr. Glen Pilie ® Mrs. Florence Schornstein ® Mr. Charles Webb

FINAL AGENDA

ACTION ITEMS

1. Approval of Previous Report

2. (Revised) Amendment to By-Laws (R-029-2014)

3. Authorization to Investigate and Acquire Property for Construction of SPS #1 (R-036-2014)

INFORMATION ITEMS

4. Customer Account Management Replacement System

5. Update United Way Campaign

6. Bond Issues Status Update & Preliminary Authorization of Resolutions

=

Tracking Tool for Commitments to the City Council
8. EEOC Activity Status Report Y.T.D.

9. Any Other Matters

10. Reference Materials (In Binders)

a. Sewerage and Water Board By-Laws

b. 2014 Operating & Capital Budget

c. Strategic Plan

d. Bond Rating

11. Adjournment
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January 10, 2014

TO THE HONORABLE PRESIDENT AND MEMBERS OF THE SEWERAGE AND WATER
BOARD OF NEW ORLEANS:

A regular meeting of the Executive Committee of the Sewerage and Water Board was called to order
on Friday, January 10, 2014 at 9:00 AM in the Board Room at 625 St. Joseph Street.

ATTENDANCE

Present: William Raymond Manning, Committee Chair
Mark M. Moody
Glen Pilie

Florence Schornstein
Charles F. Webb

Also in Attendance: Marcia A. St. Martin, Executive Director; Robert Miller, Deputy Director;
Nolan Lambert, Special Counsel; Brian Ferrara, Deputy Special Counsel; Harold Marchand, Legal
Counsel; Joseph Becker, General Superintendent; Alvin Porter, EDBP Department; Bobby Nathan,
Equal Employment Opportunity Director (EEOC); Jacqueline K. Shine, Revenue Administration
Department; Ethel Williams, Finance Department; Brenda Thormnton, Communirep, Inc.; John
Catalanotto, MWH; Geneva Coleman, The Hawthorne Agency, Inc.

ACTION ITEMS

Approval of Previous Report

The Committee reviewed and approved the previous report from December 6, 2013,

The Committee considered the following forwarded action items of the Finance Committee Agenda as
follows:
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General Superintendent Recommendations

Bids

(R-003-2014) — Rebuilding and Installing Automatic Transmissions in Medium and Heavy Duty
Trucks — Req. No. YG140004

Mr. Becker recommended that contract for rebuilding and installing automatic transmissions in
medium and heavy duty trucks be awarded to Crescent Ford Truck Sales, Inc. for the amount of
$40,934.12.

(R-004-2014) — Furnishing Solid Wall (PVC) Pipe SDR 26 & 35 Polyvinyl Chloride (PVC) C-900
Pipe for the Water Distribution System — Req. No. YW140001

Mr. Becker recommended that contract for furnishing solid wall (PVC) pipe SDR 26 & 35 polyvinyl
chloride (PVC) C-900 pipe for the water distribution system be awarded to Cimsco, Inc. for the
amount of $248,364.50.

(R-005-2014) — Furnishing Positive Displacement Type Cold Water Meters for the Meter Shop
at the Main Water Plant — Req. No. MH130008

Mr. Becker stated that five (5) bids were received on November 14, 2013 for furnishing displacement
type cold water meters for the Meter Shop at the main water plant. The low bidder, Zenner USA, did
not submit a meter that met the contract requirement. The second lowest bidder, Neptune Technology
Group did not acknowledge receipt of the addendum issued on November 6, 2013. It is therefore,
recommended that the third lowest bidder, Mueller Systems be awarded the above contract for the
amount of $1,830,900.00.

(R-006-2014) — Contract 1374 — Furnishing Basin Dredge Unit

One (1) bid was received on December 19, 2013 for furnishing basin dredge unit. Mr. Becker
recommended that the bid of Liquid Waste Technology, for the amount of $166,138.00, be accepted
based upon the technical review of the proposals.

(R-007-2014) — Contract 30005 — Restoration of Existing Gravity Sewer Mains Damaged by
Hurricane Katrina by Excavation and Replacement from Manhole to Manhole, CIPP Lining
from Manhole to Manhole and Point Repairs at various sites throughout Orleans Parish

Mr. Becker stated that five (5) bids were received on December 20, 2013 for performing work under
Contract 30005. The low bidder, Fleming Construction, was not in compliance with the EDB Program
participation goal and did not submit an affidavit of a “Good Faith Effort” as required per Section 10
(7) (a) of the contract specifications. It is therefore, recommended that the low formal bid of W.C.
Drennan, Inc. for the net amount of $4,333,769.00, be accepted based upon the technical review of the
proposals.

(R-008-2014) - Contract 30006 — Restoration of Existing Gravity Sewer Mains Damaged by
Hurricane Katrina by Excavation and Replacement from Manhole to Manhole, CIPP Lining
from Manhole to Manhole and Point Repairs at various sites throughout Orleans Parish

Mr. Becker stated five (5) bids were received on December 20, 2013 for performing work under
Contract 30006. The low bidder, Fleming Construction, was not in compliance with the EDB Program
participation goal and did not submit an affidavit of a “Good Faith Effort” as required per Section 10
(7) (a) of the contract specifications. It is therefore, recommended that the low formal bid of Boh Bros
Construction for the net amount of $4,759,309.00, be accepted based upon the technical review of the
proposals.
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Upon a motion by Mr. Pilie and second by Mrs. Schornstein, the above Items 1 through 6 were
approved.

Contract Renewal

(R-009-2014) — First and Final Renewal of Contract for Furnishing and Delivering Automotive
Batteries — Req. No. YG120060

Mr. Becker recommended that the first and only renewal contract for furnishing and delivering
automotive batteries be awarded to NAPA Auto Parts (Covington) for the amount of $39,761.88.

Upon a motion by Mrs. Schornstein and second by Mr. Moody, the above contract was approved.

Contract Final Acceptance

(R-010-2014) — Contract 3738 — Hurricane Related Repairs to Sewerage Pumping Station 15

(R-011-2014) — Contract 3989 — Lower Ninth Ward Area Sewer Rehabilitation, Rehabilitation
No. 8

Mr. Becker recommended contract 3738 for hurricane related repairs to sewerage pumping station 15
is ready for final acceptance and close out. This contract be awarded to Alfred Conhagen, Inc. of LA.

Also, Mr. Becker recommends contract 3989 for lower ninth ward area sewer rehabilitation,
rehabilitation 8 is ready for final acceptance and close out. This contract be awarded to Fleming
Construction Co., LLC.

Upon a motion by Mr. Webb and second by Mrs. Schornstein, the above contracts were approved.

Algiers Lease Proposal (R-001-2014)

Mr. Miller provided background information on the proposals to lease retail office space for a new
customer service location in the Algiers neighborhood of New Orleans. It is staff recommendation to
accept the lease proposal for 4021 Behrman Place, Suite M-2 as the future Customer Service location
servicing the Algiers neighborhood and contract be awarded to Latter & Blum for the monthly lease
amount of $5,000.00.

Upon a motion by Mr. Pilie and second by Mrs. Schornstein, the above Algiers Lease Proposal was
approved.

2014 Cash Management & Investment Policy (R-002-2014)

Mr. Miller noted that the aforementioned cash management and investment policy of 2014 has
remained the same and there are no changes needed for this year. It is staff recommendation to adopt
the 2014 Cash Management & Investment Policy for the Sewerage and Water Board of New Orleans.

Upon a motion by Mrs. Schornstein and second by Mr. Webb, the 2014 Cash Management &
Investment Policy was approved.

Contract Amendments for Bond Feasibility Study (R-012-2014 & R-013-2014)

Mr. Miller provided the committee with background information regarding the Sewerage and Water
Board’s issuance of water, sewer revenue bonds and drainage tax bonds re: 2014 Capital Budget and
2014-2023 Capital Improvement Plan.
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It is staff recommendation to amend these existing contracts of Black & Veatch for engineering and
operational reviews to $197,000.00 and with Raftelis Financial Consultants, Inc. for financial planning
to $137,170.00.

Upon a motion by Mr. Pilie and second by Mrs. Schornstein the Amendment No. 1 to Existing
Contract with Black & Veatch was approved.

Upon a motion by Mr. Moody and second by Mrs. Schornstein Amendment No. 5 to Existing Contract
with Raftelis Financial Consultants, Inc. was approved.

INFORMATION ITEMS

Tracking Tool for Commitments to the City Council

The report was received.

(Revised) Amendments to By-Laws

Mr. Nolan Lambert provided an update to the committee on the revised amendments to the By-Laws
of the Sewerage and Water Board. He noted that the above amended By-Laws would go before the
full board for adoption at its February Board meeting.

EEQOC Activity Status Report
The status report was received.

ADJOURNMENT

There being no further business to come before the Committee, the meeting adjourned at 9:40 AM.

Very truly yours,

Wm. Raymond Manning
President Pro-Tem and Committee Chair
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R-029-2013

ADOPTION OF AMENDMENTS TO THE
SEWERAGE AND WATER BOARD BY-LAWS

WHEREAS, Effective January 1, 2014 numerous changes to the composition of the
Sewerage and Water Board were enacted, in accordance with Act 345 of the 2013 regular session
of the Louisiana Legislature, including changing the membership from thirteen to eleven, and

WHEREAS, the By-laws of the Sewerage and Water Board contain numerous references
to the number of Board members required to establish a quorum for meetings of the Board and
its committees, and the number of affirmative votes to amend the By-laws, and

WHEREAS, with the reduction of the number of Board members the quorum should be
consistent with law, and the Rules of Order, and

WHEREAS, current By-laws require that any amendment be introduced at the regular
monthly meeting prior to adoption;

NOW THEREFORE, BE IT RESOLVED that the amendments to the By-laws of the
Sewerage and Water Board introduced at the regular January 2014 meeting are hereby adopted.

I, Robert K. Miller Interim Executive Director,
Sewerage and Water Board of New Orleans, do
hereby certify that the above and foregoing is

a true and correct copy of a Resolution adopted

at the Regular Meeting of the said Board, duly called
and held, according to law, on February 19, 2014.

ROBERT K. MILLER
INTERIM EXECUTIVE DIRECTOR
SEWERAGE AND WATER BOARD OF NEW ORLEANS



SEWERAGE AND WATER BOARD
Inter-Office Memorandum

Date: February 5, 2014

To: Robert Miller, Interim Executive Director

From: Lynn Cobette, Director of Administrative Services

Re: Property Request for SPS #1 located Cohn St., N. O., LA 70118

This is to request authorization to investigate and ultimately acquire property next to SPS
#1 for construction of a new sewer station. The property directly next to the station is
currently listed and available for sale. The close proximity location and size of this property
makes it feasible to acquire for eventual construction. Sewer Pump Station #1 is an
underground station whose below ground wet well has been restored to its pre-Katrina
operational level. However the station is one of the few remaining stations that has not
been elevated to the new FEMA base flood level and is still at risk for damage/ failure due
to flooding. Property demographics are as follows:

(1) 7330 Cohn St. = Lot 5, Square 33
Single — Story Residence — Lot size 30’ x 90’ = 2700 sq. ft.

(2) 1823 Lowerline St. — Lot 12, Square 33
Single — Story Building — Lot size 41’ x 123’ = 4920 sq. ft.

Both properties are owned by the same person and are being offered as one combined
sale.

If, after further investigation (title, environmental impact, and property survey and
appraisal) it is in our best interest to acquire this property, staff requests authorization to
move forward with the purchase. Funds for this are budgeted in the 2014- 2023 Capital
Program.

Please place this item for consideration on the appropriate committee agenda for the next
meeting cycle.

XC: Anita Simmons
Joseph Becker
Madeline Goddard

Attachment



R-036-2014

AUTHORIZATION TO INVESTIGATE AND ACQUIRE PROPERTY FOR
CONSTRUCTION OF SPS #1

WHEREAS, the Board currently operates and maintains SPS #1 located in front
of a multi family residence located at 7332 Cohn St, N. O., LA 70118; and

WHEREAS, the station and its pumping capacity has been restored as a result of
flood damages from Hurricane Katrina but is still one of the few underground stations
that has not been raised above ground to the new FEMA base flood elevation; and

- WHEREAS, directly adjacent to the station is property that is available for sale
located at 7330/ 7332 Cohn St and 1823 Lowerline St. N.O. La, 70118 and the
purchase of the property would allow for construction of a new sewer station; and

WHEREAS, it is in the best interest of the Board to investigate and ultimately
acquire any neighboring land that would allow for the design and construction of a new
station while the opportunity exists.

NOW THEREFORE BE IT RESOLVED that the Executive Director is hereby
authorized to investigate the purchase of property through title research, appraisal,
property survey and environmental impact and if determined to be in the best interest of
the Board to acquire the property, to acquire this land in accordance with information
obtained during research for construction of a new sewer pump station for this
community.

I, Robert Miller, Interim Executive Director,
Sewerage and Water Board of New Orleans, do hereby
Certify that the above and foregoing is a true and
correct copy of a Resolution adopted at the Regular
Monthly Meeting of said Board, duly called and held,
according to law, on February 19, 2014.

ROBERT MILLER, INTERIM EXECUTIVE DIRECTOR
SEWERAGE AND WATER BOARD OF NEW ORLEANS



SEWERAGE AND WATER BOARD
Memorandum

February 3, 2014

Operations Committee

Finance Committee

Sewerage and Water Board of New Orleans
New Orleans, Louisiana

Dear Directors:
Subject: New Customer Information System

Summary. Staff recommends that the Interim Executive Director be authorized to
enter into contract negotiations to establish final terms and conditions for a contract
to be considered for award to Cogsdale Corporation for the new Customer
Information System.

Background. The Board’s current account management and billing system, CAM,
is a mainframe Cobol-based system which has been in use since the late 1980’s
when the SWB moved to its current location on St. Joseph Street. The Board
recently determined that it needed a new system which would offer additional
functionality including e-billing, expanded payment methods, interfaces with GIS,
IVR, AMI, and a new cashiering system. Staff began its initial investigations by
reviewing three billing systems in January 2011. Three one-day seminars were held
by CIS vendors to showcase the typical functionality of current server-based billing
systems.

Evaluation Team. The CAM selection team was assembled consisting of the
following members:

Jacqueline Shine-Utility Services Administrator, Revenue Department
Tiffany Julien, Management Development Analyst, Revenue

Gabe Bordenave, Management Development Analyst, Revenue
Melinda Nelson-Utility Services Administrator, Information Systems
Vince Stuprich-CAM Project Manager-Information Systems

This team was charged with the responsibility of utilizing acceptable public
procurement methodologies to identify a Tier 2 system meeting the needs of
Sewerage and Water Board within the allotted budget. The team was assisted in
this process by Langham and Associates, a subcontractor to Xerox, the current
information systems contractor to the Board.



Review of Statements of Qualification. In June 2013, the Board issued a Request
for Statement of Qualifications for a new CIS system, IVR system, cashiering system
and GIS integration. Nine responses were received and reviewed:

Advanced Utilities INFOR

Cayenta ltineris

Cogsdale Systems and Software
Cusi Vertex

Gyansys

A two-phase scoring system allowed the team to eliminate the vendors whose
systems did not conform to the Board’s functional requirements and key needs.

Phase #1

Company Data Maximum Points 100
Technical Requirements Maximum Points 100
Functional Requirements 150

Maximum Points 350

Functional Requirements were scored mathematically. A minimum score of 85% on
functional requirements was required to proceed further. Six vendors were
eliminated due to various technicalities.

The remaining three vendors: Cogsdale, Advanced Utilities, and INFOR were invited
to participate in the second phase of the SOQ and present three-day software
demonstrations so the team could assess the usability and appearance of the
software systems. A minimum total score of 450 points for Phase | and Il was
required to be able to participate in the RFP phase of the procurement. INFOR
scored 404.5, failing to achieve the minimum score and was eliminated from the
competition.

Phase #2
On-site Demonstration 150
Reference Checks 100

Maximum Points 250

See attached Statement of Qualifications Scoring Results for details. Following the
Phase #2 results, Cogsdale and Advanced Utilities were invited to submit proposals.

Review of Proposals. RFP responses were received from Cogsdale and Advanced
Utilities on January 10. Staff proceeded to perform a detailed review of the
proposals with these results:



Max Advanced Percent Points
Evaluation Criteria . drens Cogsdale | Vendor
Points Utilities g of Max | Awarded
Ad d| 0.00% 0
Prime Contractor Company Location 10 0 0 vanee >
Cogsdale | 0.00% 0
A 76.00% 38
Company’s Experience in the Market 50 38 40 dvanced >
Cogsdale | 80.00% 40
. - Advanced | 80.00% 40
Company’s Size and Capability of
h X . 50 40 46
Performing the Required Services 92.00% 46
Cogsdale
; Advanced | 60.00% 90
Company’s Proposed Personnel’s
i . ] 150 90 100
Experience in the Project Area 66.67% 100
Cogsdale
Company’s Advanced | 100.00% 50
licenses/certificates/bonds/documents 50 50 50 . -
required in RFP Cogsdale e
0.00% 0
Previous work performed for SWBNO 40 0 0 Advanced >
Cogsdale | 0.00% 0
89.50% 179
Project Statement of Work (Work Plan) | 200 179 160 | Advanced °
Cogsdale | 80.00% 160
96.67% 145
Project Schedule in MS Project 150 145 132 | Advanced c
Cogsdale | 88.00% 132
i i 93.58% 140.37
Funct'lonal and Technical 150 140.37 137.25 Advanced o
Requirements Cogsdale | 91.50% 137.25
Ad 88.00% 132
Proposed Cost and Fees 150 132 150 il .
Cogsdale | 100.00% 150
100.00% Pass
DBE Participation Pass/Fail Pass Pass Adianced =
Cogsdale | 100.00% Pass
Total Points: 1000 814.37 815.25

The evaluation criteria yielded nearly identical results for Cogsdale Corporation and
Advanced Utilities. Staff determined that the proposal from Cogsdale Corporation
was the preferred choice based upon usability, project approach, and additional

available modules:

1. Company experience — Cogsdale has done 20 more CIS implementations

than Advanced.

2. A majority of the Selection Team preferred the look and feel (user
friendly/usability) of the Cogsdale product.
3. The Cogsdale product provides clear and obvious on-screen user warnings to
avoid errors in certain business situations.




4. The Cogsdale proposal included multiple leveis of executive project oversight
above the onsite project manager.

5. The Cogsdale proposal included the highest number of hours allocated for
system testing, which is an SWBNO priority.

6. The licensing of the Cogsdale CIS product also includes the complete
perpetual licensing of a Financial Information System.

7. The Cogsdale CIS product is part of a complete enterprise software solution
which includes financial, human resources, customer billing, permitting, and
work order modules, which would give the SWBNO options as it begins
upgrading all its core applications.

8. The Cogsdale CIS proposal includes a Permitting System which can be used
by several SWBNO business units, including Plumbing and possibly the
Environmental departments.

9. The Cogsdale CIS product already has an “out of the box” interface to an
advanced meter infrastructure- (AMI) agnostic meter data management
(MDM) system which will be helpful during the Board’s implementation of the
AMI meter system.

10.The Cogsdale proposal included three certified DBE vendors versus the two
DBE’s proposed by Advanced Ultilities.

11.The Cogsdale proposal included some prototyping examples of how they
would address certain specific SWBNO requirements.

12.The Cogsdale proposal included the development of a Project Charter.

13. A future release of the Cogsdale product will include “out of the box”
integration with a document management system.

14. While not a part of the current purchase, Cogsdale offer a Business
Intelligence Application (Executive Dashboard for on-line monitoring of KPIs)
that can be added at a later date.

15.The Five Year Cost of Ownership is approximately $500,000 ($4,531,042 for
Cogsdale verses $5,095,630 for Advanced) less for Cogsdale.

Conclusion and Recommendation. Staff recommends that the Interim Executive
Director be authorized to enter into contract negotiations to establish final terms and
conditions for a contract to be considered for award to Cogsdale Corporation for the
new Customer Information System.

| N B %
W w ./ \ 0o u\/ ,RUJ}U )

Melinda Nelson acqu Sline Shine
Utility Services Administrator Ut|||ty Services Administrator
Information Systems Revenue
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R-020-2014

CUSTOMER ACCOUNT MANAGEMENT REPLACEMENT SYSTEM

WHEREAS, the Board of Directors has previously authorized procurement for a vendor to provide
a new Customer Information System (CIS); and

WHEREAS, staff has issued a Request for Statements of Qualifications and a Request for
Proposals; and

WHEREAS, staff evaluated the qualifications and proposals using criteria and methods consistent
with industry best practices; and

WHEREAS, staff identified Cogsdale Corporation and Advanced Utilities as finalists from among
the proposals received; and

WHEREAS, the review of proposals according to the evaluation criteria yielded nearly identical
results for Cogsdale Corporation and Advanced Utilities; and

WHEREAS, staff determined that the proposal from Cogsdale Corporation was the preferred
choice based upon usability, project approach, and additional available modules; and

WHEREAS, the Cogsdale Corporation proposal cost of $3,928,155 is approximately $157,000 less
than Advanced Utilities proposal cost of $4,085,495; and

WHEREAS, the Cogsdale Corporation five year cost of ownership of $4,531,042 is approximately
$500,000 less than Advanced Utilities five year cost of ownership of $5,095,630; and

WHEREAS, the Cogsdale Corporation proposal cost is within the budgeted amount of $5,750,000;

NOW, THEREFORE BE IT RESOLVED, by the Sewerage and Water Board of New Orleans that
the Interim Executive Director is hereby authorized to enter into contract negotiations to establish
final terms and conditions for a contract to be considered for award to Cogsdale Corporation.

I, Robert K. Miller, Interim Executive Director, Sewerage and
Water Board of New Orleans, do hereby certify that the above and
foregoing is a true and correct copy of the resolution adopted at a
Regular Monthly Meeting of said Board, duly called and held,
according to law on February 19, 2014.

ROBERT K. MILLER
INTERIM EXECUTIVE DIRECTOR
SEWERAGE AND WATER BOARD OF NEW ORLEANS



! SEWERAGE AND WATER BOARD
Inter-Office Memorandum

Date: January 24, 2014

To: Marcia A. St. Martin, Executive Director
From: Lynn Cobette, Director of Administrative Servi
Re: 2013 S&WB/ United Way Campaign

Attached is a summary spreadsheet itemizing the financials from the 2013 United
Way Fund Raising Campaign. Grand total of all donations for 2013 -

$55,401.76. The United Way Campaign has been a consistent opportunity
for community giving amongst board employees. More importantly it speaks to
the board’s core values and raises awareness from within our work force about
the needs of others in our community. Employees have shown by their active
participation in campaign kickoff events and other fund raising activities of their
active commitment in this annual fund raising effort. More information about the
United Way and its 99+ Partner Agencies can be obtained at
www.unitedwaysela.org.

Other complete financial reconciliation spreadsheets are available for your
review. They are food and refreshment sales, employee game revenue and the
fund raising raffle. Also the 2013 Leadership Givers and 1% Fair Share Givers
Report has been compiled. If you (or Bob) would like to include this item in the
February Meeting Agenda, Sabrina HICKERSON, UW Campaign Coordinator &
the campaign volunteers should be recognized for their civic & charitable
volunteerism to help make the 2013 fund raising drive the huge success that is
has become!

Attachment(s)

Cc: Bob Miller, Deputy Director



GRAND TOTAL - 2013 ANNUAL UNITED WAY
FUND RAISING CAMPAIGN

Jonations from SWBNO Active Employees and Pensione

Campaign
Report Date Amount Event Type
10/14/2013 $2,025.00 Raffle Proceeds - St Joe & CWP
Regular Fund Raising - Cash, Checks,
10/25/2013 $836.00 Credit Card, & bill at home
10/29/2013 $555.00 Raffle Proceeds - St Joe & CWP
Special Fundraisers during Campaign
11/8/2013 $411.00 Kick-off Events
11/8/2013 $726.04 Raffle Proceeds - Central Yard
Regular Fund Raising - Cash, Checks,
11/15/2013 $223.00 Credit Card, & bill at home
Regular Fund Raising - Cash, Checks,
1/10/2014 $45.00 Credit Card, & bill at home
Payroll Pledges from 366 out of 1025
1/22/2014 $46,579.26 Active Employees - report attached
Payroll Pledges from 12 out of 714
Pensioners (Retired) Employees - report
1/122/2014 $1,727.44 attached
Special Fundraiser - Food/Refreshment
Sales from Kick-Off Events held @
1/22/2014 $2,265.00 Board Facilities
GRAND
TOTAL 2013 FROM ALL DONATION TYPES
CAMPAIGN $55,392.74 AS ITEMIZED ABOVE
2012 Campaign $56,209.35 Grand Total

Sewerage and Water
Board of N.O.
Account # 24976 Prepared 1/27/2014



SEWERAGE AND WATER BOARD OF NEW ORLEANS

February 4, 2014

Finance Committee
Sewerage and Water Board of New Orleans
New Orleans, Louisiana

Dear Directors:

Subject: Bond Issues Status Update and Preliminary Authorizing Resolutions

Status Update

On November 18, 2013, and January 28, 2014, the working group (WQ) consisting of the BLCD,
SWBNO, co-financial advisors, bond counsel, SWBNO consultants (Raftelis), and representatives from
the senior underwriting pool selected by the BLCD (Morgan Stanley, Bank of America Merrill Lynch, and
Goldman Sachs) met in an effort to establish 1) a financing plan to refinance outstanding SWBNO bonds
and structure new money bonds; 2) create a strategy to increase bond ratings; and 3) update the current
bond resolution.

As a result of these meetings the WG has developed a strategy to refinance all outstanding bonds of the
SWBNO currently estimated at an aggregate PV savings greater than the 4% threshold set by the state
bond commission. It should be noted that while the estimated aggregate savings are positive and the total
debt service requirements of the SWB are expected to decrease, the plan includes a negative savings
component since the Sewer Service Revenue Bonds Series 2009 are not currently refundable. However,
the WG believes that the benefits and flexibility to be gained by immediately replacing all of the Bonds
and the existing Resolutions outweigh the incremental cost of this component. Refunding all outstanding
bonds provides for the new debt to be issued under a new bond resolution.

It is the staff’s recommendation to issue new money bonds in 2014 in the amounts of Water Revenue
Bonds $65MM; Sewerage Service Revenue Bonds $27MM; and Drainage System Fund — 9 Mill $63MM
(see Raftelis report attached).

Along with a refunding of all bonds, the WG has suggested the SWBNO and BLCD consider using only
two of the rating agencies (S&P and Fitch) currently rating the SWBNO outstanding debt to rate the
refunding and new money bonds. This would exclude Moody’s Rating from the process. This
recommendation is based upon the conclusion that (1) the incremental cost of purchasing a third rating is
not worth the value received, (2) investors are comfortable with having only two ratings and therefore there
is not expected to be a pricing penalty, and (3) the SWBNO does not believe that Moody’s has been
consistent or fair in the rating assigned to the outstanding bonds.

The current financing schedule calls for the BLCD to consider the preliminary resolution at the regular
monthly meeting, Wednesday, February 19, 2014, in order to make the March 2014 State Bond
Commission meeting for approval of the refunding and new money bonds.



Preliminary Authorizing Resolutions

Water Revenue Bonds and Sewer Revenue Bonds

Staff recommends proceeding with a Financing Plan to refund all of the $135,565,000 Outstanding Bonds
previously issued pursuant to the 1986 General Sewerage Service Revenue Bonds Resolution and all of the
$27,655,000 Outstanding Bonds previously issued pursuant to the 1986 General Water Revenue Bond
Resolution (collectively, the “Refunded Bonds™).

The refunding bonds will be issued pursuant to a new 2014 Resolution designed to update and refresh the
parameters of the legal framework to current market standards, improve the credit quality of the
prospective debt and to provide additional flexibility for the SWBNO.

Based upon the current market interest rates, the SWBNO is expected to execute the refunding plan with
aggregate debt service savings.

In addition, Staff recommends that the Board proceed with the issuance of new money bonds under the
2014 Resolution to provide $65,000,000 for the Water System and $27,000,000 for the Sewer System,
based upon the recent Raftelis Financial Planning update dated November 26, 2013.

The Board is being asked to approve the process necessary to proceed with the Financing Plan to issue the
refunding bonds and the new money bonds (collectively, the “Bonds™) provided the following parameters
are met:

Par amount Sewerage Service Revenue Bonds not to exceed $200,000,000

Par amount Water Revenue Bonds not to exceed $115,000,000

The total interest rate on the Bonds will not exceed 7.5%

The final maturity date of the Bonds will not extend beyond 6/1/2044 (30 years)
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This authorization allows the Staff to proceed with a submission to request approval for the Bonds from
the Board of Liquidation, the State Bond Commission and the City Council.

The Financing Team has developed a framework and outline to approach at least two of the three rating
agencies to obtain a rating for the Bonds.

Staff has proceeded to engage the services of Black & Veatch to prepare a Feasibility Report related to the
operations of the SWBNO. Staff has proceeded to engage the services of Raftelis to prepare the Feasibility
Report related to the financial projections of the SWBNO. Both of these Reports will be necessary to
market the Bonds.

The current Financing Plan schedule anticipates that the Board of Liquidation will negotiate the sale and
close the Bonds in April 2014.

Staff expects to develop a set of Debt Policies in tandem with development of the 2014 Resolution which
will be presented to the Board at a later date.

Drainage Bonds
Staff recommends proceeding with a plan to refund all or a portion of the $16,205,000 outstanding

Drainage System Bonds. Based upon the current market interest rates, the SWBNO is expected to achieve
savings above 3%.



Staff recommends that the Board authorize proceeding with an issuance of $63,000,000 of Drainage
System Bonds for new money purposes provided that Staff determines that there is additional capacity to
do so in consideration of the available special ad valorem tax (“Limited Tax™) for drainage purposes which
is now levied and collected at the rate of 9.71 mills.

The Board is being asked to approve the process necessary to proceed with Drainage System Bonds
provided the following parameters are met:

1. Par amount not to exceed $100,000,000
. The total interest rate on the Drainage System Bonds will not exceed 7.5%
3. The final maturity date of the Drainage System Bonds will not extend beyond 2032, (considering
the date that the Limited Tax expires (2031) and collection of those revenues during the following

year).

This authorization allows the Staff to proceed with a submission to request approval for the Drainage
System Bonds from the Board of Liquidation, the State Bond Commission and the City Council.
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Robert K. Miller
Deputy Director



R-033-2014

SEWERAGE AND WATER BOARD OF NEW ORLEANS

PRELIMINARY RESOLUTION AUTHORIZING
WATER REVENUE AND REFUNDING BONDS

The following resolution was offered by and seconded by
RESOLUTION

A resolution authorizing the issuance of not exceeding One Hundred
Fifteen Million Dollars ($115,000,000) of Water Revenue and Refunding
Bonds, Series 2014 of the City of New Orleans, Louisiana; fixing the
details of said Bonds; and providing for other matters in connection
therewith.

WHEREAS, the Sewerage and Water Board of New Orleans (the "Sewerage and Water Board")
is authorized to issue bonds in the name of the City of New Orleans, Louisiana (the "City"), pursuant to
the provisions of Section 4096 of Title 33 and Chapter 14-A of Title 39 of the Revised Statutes of
Louisiana, as amended, and other constitutional and statutory authority (collectively, the "Act"); and

WHEREAS, the Sewerage and Water Board has the following bonds outstanding under a General
Water Revenue Bond Resolution adopted on August 25, 1986, as supplemented:

$5,570,000 of outstanding Water Revenue Bonds, Series 1998 (the "Series 1998 Bonds"),
dated December 1, 1998, with a final maturity of December 1, 2018; and

$22,085,000 of outstanding Water Revenue Bonds, Series 2002 (the "Series 2002
Bonds"), dated October 1, 2002, with a final maturity of December 1, 2022; and

WHEREAS, the outstanding Series 1998 Bonds and Series 2002 Bonds are herein collectively
referred to as the "Outstanding Bonds;" and

WHEREAS, the Sewerage and Water Board desires to refund all or a portion of the Outstanding
Bonds and pay the costs of improving and expanding water treatment plants, and improvements,
extensions, betterments and repairs to the public water system of the City of New Orleans, Louisiana (the
"Project"), through the issuance of its Water Revenue and Refunding Bonds (the "Water Revenue
Bonds"), in one or more series; and

WHEREAS, the Board of Liquidation, City Debt (the "Board of Liquidation"), will be asked to
approve the Water Revenue Bonds at its meeting to be held on or about February 19, 2014; and

WHEREAS, the Council of the City of New Orleans will be asked to approve the Water Revenue
Bonds at a Council meeting to be held on or about March 6, 2014; and

WHEREAS, the City, acting by and through the Sewerage and Water Board and the Board of
Liquidation, pursuant to the Act, and pursuant to Part XIV, Chapter 4, Title 39 of the Louisiana Revised
Statutes of 1950, as amended, now desires to proceed with the issuance of the Water Revenue Bonds; and
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WHEREAS, the Water Revenue Bonds will be sold at negotiated sale by Board of Liquidation,
acting on behalf of the Sewerage and Water Board and the City; and

WHEREAS, the Sewerage and Water Board desires to authorize the issuance of the Water
Revenue Bonds, upon the terms and conditions hereinafter defined,;

NOW THEREFORE, BE IT RESOLVED by the Sewerage and Water Board of New Orleans,
that:

SECTION 1. Findings. This Sewerage and Water Board finds and determines that the issuance
of the Water Revenue Bonds will be advantageous to the City.

SECTION 2.  Authorization of the Water Revenue Bonds. In compliance with and under the

authority of the Act, there is hereby authorized the issuance of not exceeding $115,000,000 of Water
Revenue Bonds for, on behalf of, and in the name of the City, for the purpose of refunding all or a portion
of the Outstanding Bonds, improving or expanding the Project, funding a debt service reserve fund and
other reserve funds, if required, and paying costs of issuance, such bonds to be designated "City of New
Orleans, Louisiana Water Revenue and Refunding Bonds, Series 2014."

SECTION 3. Details of the Water Revenue Bonds. The Water Revenue Bonds will be issued

in one or more series, in an aggregate principal amount of not exceeding One Hundred Fifteen Million
Dollars ($115,000,000) will mature not later than December 1, 2044, and will bear interest at a rate of not
exceeding seven and one-half percent (7.5%) per annum. The Water Revenue Bonds shall be sold at
negotiated sale, in accordance with the provisions of the Act, at a price to be determined by the Board of
Liquidation to an underwriter or group of underwriters chosen by the Board of Liquidation, with the
consent of this Sewerage and Water Board, as shall be finally fixed in a resolution to be adopted by the
Board of Liquidation.

SECTION 4.  Security for the Water Revenue Bonds. The Water Revenue Bonds, together with

any unrefunded Outstanding Bonds, if any, will be secured by the pledge of the revenues derived from the
collection of charges for water, for purposes relating to the water system of the City.

SECTION 5.  State Bond Commission. Application is hereby made to the State Bond

Commission, Baton Rouge, Louisiana, for approval of the issuance and sale of the Water Revenue Bonds,
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and for consent and authority to proceed with the issuance and sale of the Water Revenue Bonds, as
provided above, and co-bond counsel are directed to make application to the State Bond Commission in
accordance with the foregoing.

SECTION 6.  State Bond Commission Swap Language. By virtue of the Board of Liquidation's
application for, acceptance and utilization of the benefits of the State Bond Commission=s approval
requested herein, the Board of Liquidation understands and agrees that such approval is expressly
conditioned upon, and further understands, agrees and binds itself, its successors and assigns, to full and
continuing compliance with the "State Bond Commission Policy on Approval of Proposed Use of Swaps,
or other forms of Derivative Products, Hedges, Etc.," adopted by the Commission on July 20, 2006, as to
the borrowing and other matters subject to the approval, including subsequent application and approval
under said Policy of the implementation or use of any swaps or other products or enhancements covered
thereby.

SECTION 7.  City Council Approval. A certified copy of this resolution shall be furnished to

the City Council of the City, together with a request for approval of the issuance of the Water Revenue

Bonds.



This resolution having been submitted to a vote, the vote thereon was as follows:

Member Yea

Mitchell J. Landrieu

Nay Absent

William Raymond Manning

Marion Bracy

Kerri Kane

Mark M. Moody

Abstaining

Glen Pilie

Florence Schornstein

Charles F. Webb

Beverly Wright, PhD

Loyce P. Wright

T

This resolution was declared adopted on the
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day of February, 2014.



STATE OF LOUISIANA
PARISH OF ORLEANS

I, the undersigned Executive Director of the Sewerage and Water Board of New Orleans
("S&WB"), do hereby certify that the foregoing pages constitute a true and correct copy of the proceed-
ings taken by the S&WB on February 19, 2014, authorizing the issuance of not exceeding One Hundred
Fifteen Million Dollars ($115,000,000) of Water Revenue and Refunding Bonds, Series 2014 of the City
of New Orleans, Louisiana; fixing the details of said Bonds; and providing for other matters in connection
therewith.

IN FAITH WHEREOF, witness my official signature and the impress of the official seal of the

S&WB at New Orleans, Louisiana, on this 19th day of February, 2014,

Robert K. Miller
Interim Executive Director



R-034-2014

SEWERAGE AND WATER BOARD OF NEW ORLEANS

PRELIMINARY RESOLUTION AUTHORIZING
SEWERAGE SERVICE REVENUE AND REFUNDING BONDS

The following resolution was offered by and seconded by
RESOLUTION

A resolution authorizing the issuance of not exceeding Two Hundred
Million Dollars ($200,000,000) of Sewerage Service Revenue and
Refunding Bonds, Series 2014 of the City of New Orleans, Louisiana;
fixing the details of said Bonds; and providing for other matters in
connection therewith.

WHEREAS, the Sewerage and Water Board of New Orleans (the "Sewerage and Water Board")
is authorized to issue bonds in the name of the City of New Orleans, Louisiana (the "City"), pursuant to
the provisions of Section 4121 of Title 33 and Chapter 14-A of Title 39 of the Revised Statutes of
Louisiana, as amended, and other constitutional and statutory authority (collectively, the "Act"); and

WHEREAS, the Sewerage and Water Board has the following bonds outstanding under a General
Sewerage Service Revenue Bond Resolution adopted on August 25, 1986, as supplemented:

$8,935,000 of outstanding Sewerage Service Revenue Bonds, Series 1997 (the "Series
1997 Bonds"), dated June 1, 1997, with a final maturity of June 1, 2017,

$8,705,000 of outstanding Sewerage Service Revenue Bonds, Series 1998 (the "Series
1998 Bonds"), dated December 1, 1998, with a final maturity of June 1, 2018;

$13,040,000 of outstanding Sewerage Service Revenue Bonds, Series 2000 (the "Series
2000 Bonds"), dated May 1, 2000, with a final maturity of June 1, 2020;

$9,875,000 of outstanding Sewerage Service Revenue Bonds, Series 2000B (the "Series
2000B Bonds"), dated November 1, 2000, with a final maturity of June 1, 2020;

$16,685,000 of outstanding Sewerage Service Revenue Bonds, Series 2001 (the "Series
2001 Bonds"), dated December 1, 2001, with a final maturity of June 1, 2021;

$33,160,000 of outstanding Sewerage Service Revenue Bonds, Series 2002 (the "Series
2002 Bonds"), dated December 1, 2002, with a final maturity of June 1, 2022;

$3,270,000 of outstanding Sewerage Service Revenue Bonds, Series 2003 (the "Series
2003 Bonds"), dated December 3, 2003, with a final maturity of June 1, 2023;

$21,400,000 of outstanding Sewerage Service Revenue Bonds, Series 2004 (the "Series
2004 Bonds"), dated December 16, 2004, with a final maturity of June 1, 2024;



$20,495,000 of outstanding Sewerage Service Revenue Refunding Bonds, Series 2009
(the "Series 2009 Bonds"), dated July 14, 2009, with a final maturity of June 1, 2029; and

$8,589,000 of outstanding Sewerage Service Subordinate Revenue Bonds, Series 2011
(the "Series 2011 Bonds" or the "Subordinate Bonds"), dated November 23, 2011, with a
final maturity of November 1, 2032;

and

WHEREAS, the outstanding Series 1997 Bonds, Series 1998 Bonds, Series 2000 Bonds, Series
2000B Bonds, Series 2001 Bonds, Series 2002 Bonds, Series 2003 Bonds, Series 2004 Bonds and Series
2009 Bonds are herein collectively referred to as the "Outstanding Bonds;" and

WHEREAS, the Sewerage and Water Board desires to refund all or a portion of the Outstanding
Bonds and pay the costs of extensions, improvements, enlargements, betterments, alterations, renewals
and replacements to the sewerage system of the City of New Orleans, Louisiana, including land,
equipment and other real or personal properties (the "Project"), through the issuance of its Sewerage
Service Revenue and Refunding Bonds (the "Sewerage Service Revenue Bonds"), in one or more series;
and

WHEREAS, the Board of Liquidation, City Debt (the "Board of Liquidation™), will be asked to
approve the Sewerage Service Revenue Bonds at its meeting to be held on or about February 19, 2014;
and

WHEREAS, the Council of the City of New Orleans will be asked to approve the Sewerage
Service Revenue Bonds at a Council meeting to be held on or about March 6, 2014; and

WHEREAS, the City, acting by and through the Sewerage and Water Board and the Board of
Liquidation, pursuant to the Act, and pursuant to Part XIV, Chapter 4, Title 39 of the Louisiana Revised
Statutes of 1950, as amended, now desires to proceed with the issuance of the Sewerage Service Revenue
Bonds; and

WHEREAS, the Sewerage Service Revenue Bonds will be sold at negotiated sale by Board of
Liquidation, acting on behalf of the Sewerage and Water Board and the City; and

WHEREAS, the Sewerage and Water Board desires to authorize the issuance of the Sewerage
Service Revenue Bonds, upon the terms and conditions hereinafter defined,

NOW THEREFORE, BE IT RESOLVED by the Sewerage and Water Board of New Orleans,
that:

SECTION 1. Findings. This Sewerage and Water Board finds and determines that the issuance
of the Sewerage Service Revenue Bonds will be advantageous to the City.

SECTION 2.  Authorization of the Sewerage Service Revenue Bonds. In compliance with and

under the authority of the Act, there is hereby authorized the issuance of not exceeding $200,000,000 of
Sewerage Service Revenue Bonds for, on behalf of, and in the name of the City, for the purpose of

refunding all or a portion of the Outstanding Bonds, improving or expanding the Project, funding a debt
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service reserve fund and other reserve funds, if required, and paying costs of issuance, such bonds to be
designated "City of New Orleans, Louisiana Sewerage Service Revenue and Refunding Bonds, Series

2014."

SECTION 3. Details _of the Sewerage Service Revenue Bonds. The Sewerage Service
Revenue Bonds will be issued in one or more series, in an aggregate principal amount of not exceeding
Two Hundred Million Dollars ($200,000,000), will mature not later than December 1, 2044, and will bear
interest at a rate of not exceeding seven and one-half percent (7.5%) per annum. The Sewerage Service
Revenue Bonds shall be sold at negotiated sale, in accordance with the provisions of the Act, at a price to
be determined by the Board of Liquidation to an underwriter or group of underwriters chosen by the
Board of Liquidation, with the consent of this Sewerage and Water Board, as shall be finally fixed in a
resolution to be adopted by the Board of Liquidation.

SECTION 4.  Security for the Sewerage Service Revenue Bonds. The Sewerage Service

Revenue Bonds, together with any unrefunded Outstanding Bonds, if any, will be secured by the pledge
of the revenues derived from sewerage service charges of the City, for purposes relating to the sewerage
system of the City. The Subordinate Bonds are not expected to be refinanced, and such bonds will enjoy
a parity lien with the Sewerage Service Revenue Bonds.

SECTION 5.  State Bond Commission. Application is hereby made to the State Bond

Commission, Baton Rouge, Louisiana, for approval of the issuance and sale of the Sewerage Service
Revenue Bonds, and for consent and authority to proceed with the issuance and sale of the Sewerage
Service Revenue Bonds, as provided above, and co-bond counsel are directed to make application to the
State Bond Commission in accordance with the foregoing.

SECTION 6.  State Bond Commission Swap Language. By virtue of the Board of Liquidation's
application for, acceptance and utilization of the benefits of the State Bond Commission=s approval
requested herein, the Board of Liquidation understands and agrees that such approval is expressly
conditioned upon, and further understands, agrees and binds itself, its successors and assigns, to full and

continuing compliance with the "State Bond Commission Policy on Approval of Proposed Use of Swaps,
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or other forms of Derivative Products, Hedges, Etc.," adopted by the Commission on July 20, 2006, as to
the borrowing and other matters subject to the approval, including subsequent application and approval
under said Policy of the implementation or use of any swaps or other products or enhancements covered
thereby.

SECTION 7. City Council Approval. A certified copy of this resolution shall be furnished to

the City Council of the City, together with a request for approval of the issuance of the Sewerage Service
Revenue Bonds.

This resolution having been submitted to a vote, the vote thereon was as follows:

Member Yea Nay Absent Abstaining

Mitchell J. Landrieu
William Raymond Manning
Marion Bracy

Kerri Kane

Mark M. Moody

Glen Pilie

Florence Schornstein
Charles F. Webb

Beverly Wright, PhD
Loyce P. Wright

|
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This resolution was declared adopted on the day of February, 2014.
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STATE OF LOUISIANA
PARISH OF ORLEANS

I, the undersigned Executive Director of the Sewerage and Water Board of New Orleans
("S&WB"), do hereby certify that the foregoing pages constitute a true and correct copy of the proceed-
ings taken by the S&WB on February 19, 2014, authorizing the issuance of not exceeding Two Hundred
Million Dollars ($200,000,000) of Sewerage Service Revenue and Refunding Bonds, Series 2014 of the
City of New Orleans, Louisiana; fixing the details of said Bonds; and providing for other matters in
connection therewith.

IN FAITH WHEREOF, witness my official signature and the impress of the official seal of the

S&WB at New Orleans, Louisiana, on this 19th day of February, 2014,

Robert K. Miller
Interim Executive Director



R-035-2014
SEWERAGE AND WATER BOARD OF NEW ORLEANS

PRELIMINARY RESOLUTION AUTHORIZING
DRAINAGE SYSTEM IMPROVEMENT AND REFUNDING BONDS

The following resolution was offered by and seconded by
RESOLUTION

A resolution authorizing the issuance of not exceeding One Hundred
Million Dollars ($100,000,000) of Drainage System Improvement and
Refunding Bonds, Series 2014 of the City of New Orleans, Louisiana;
fixing the details of said Bonds; and providing for other matters in
connection therewith.

WHEREAS, the pursuant to the provisions of Sections 4147 to 4156, inclusive, of Title 33 of the
Louisiana Revised Statutes of 1950, as amended (the "Act"), and other constitutional and statutory
authority, the City of New Orleans, Louisiana (the "City"), acting through the Sewerage and Water Board
of New Orleans (the "Sewerage and Water Board") and the Board of Liquidation, City Debt (the "Board
of Liquidation"), has the power and is authorized to issue bonds for drainage purposes payable from the
proceeds of a special ad valorem tax for drainage purposes, which was originally authorized pursuant to
La. R. S. 33:4147 and an election held on May 16, 1981, to be levied for a period of fifty (50) years,
beginning with the year 1982, at a rate of nine (9) mills, which tax is now levied and collected at the rate
of nine and seventy-one hundredths (9.71) mills (the "Tax"); and

WHEREAS, the Sewerage and Water Board has the following Drainage System Bonds
outstanding;:

$3,445,000 of outstanding Drainage System Bonds, Series 1998 (the "Series 1998
Bonds"), dated December 1, 1998, with a final maturity of December 1, 2018, issued
under a Basic Bond Resolution adopted by the Sewerage and Water Board on October
14, 1998, as supplemented; and

$12,760,000 of outstanding Drainage System Bonds, Series 2002 (the "Series 2002
Bonds"), dated December 1, 1998, with a final maturity of December 1, 2022, issued
under a Basic Bond Resolution adopted by the Sewerage and Water Board on August 21,
2002, as supplemented,;

and

WHEREAS, the outstanding Series 1998 Bonds and Series 2002 Bonds are herein collectively
referred to as the "Outstanding Bonds"; and

WHEREAS, the Sewerage and Water Board desires to refund all or a portion of the Outstanding
Bonds and pay the costs of construction, improvement and extension of the drainage systems of the City
of New Orleans, Louisiana (the "Project"), through the issuance of its Drainage System Improvement and
Refunding Bonds (the "Drainage System Bonds"), in one or more series; and



WHEREAS, the Board of Liquidation, City Debt (the "Board of Liquidation"), will be asked to
approve the Drainage System Bonds at its meeting to be held on or about February 19, 2014; and

WHEREAS, the Council of the City of New Orleans will be asked to approve the Drainage
System Bonds at a Council meeting to be held on or about March 6, 2014; and

WHEREAS, the City, acting by and through the Sewerage and Water Board and the Board of
Liquidation, pursuant to the Act, and pursuant to Part XIV, Chapter 4, Title 39 of the Louisiana Revised
Statutes of 1950, as amended, now desires to proceed with the issuance of the Drainage System Bonds;
and

WHEREAS, the Drainage System Bonds will be sold at negotiated sale by the Board of
Liquidation, acting on behalf of the Sewerage and water Board of the City; and

WHEREAS, the Board desires to authorize the issuance of the Drainage System Bonds upon the
terms and conditions hereinafter defined;

NOW THEREFORE, BE IT RESOLVED by the Board of Liquidation, City Debt that:

SECTION 1. Findings. This Sewerage and Water Board finds and determines that the issuance
of the Drainage System Bonds will be advantageous to the City.

SECTION 2.  Authorization of the Drainage System Bonds. In compliance with and under the
authority of the Act, there is hereby authorized the issuance of not exceeding $100,000,000 of Drainage
System Bonds for, on behalf of, and in the name of the City, for the purpose of refunding all or a portion
of the Outstanding Bonds, constructing, improving and extending the Project, funding a debt service
reserve fund and other reserve funds, if required, and paying costs of issuance, such bonds to be
designated "City of New Orleans, Louisiana Drainage System Improvement and Refunding Bonds, Series
2014".

SECTION 3. Details of the Drainage System Bonds. The Drainage System Bonds will be

issued in one or more series, in an aggregate principal amount of not exceeding One Hundred Million
Dollars ($100,000,000), will mature not later than December 1, 2032, and will bear interest at a rate of not
exceeding seven and one-half percent (7.5%) per annum. The Drainage System Bonds shall be sold at
negotiated sale, in accordance with the provisions of the Act, at a price to be determined by the Board of

Liquidation, to an underwriter or group of underwriters chosen by the Board of Liquidation, with the



consent of this Sewerage and Water Board, as shall be finally fixed in a resolution to be adopted by the
Board of Liquidation.

SECTION 4.  Security for the Drainage System Bonds. The Drainage System Bonds, equally

with any unrefunded Outstanding Bonds, if any, will be payable solely from the revenues of the Tax,
which the City is bound under the terms and provisions of law to annually impose and collect through the
year 2031, together with any other amounts pledged under the resolution.

SECTION 5. State Bond Commission. Application is hereby made to the State Bond

Commission, Baton Rouge, Louisiana, for approval of the issuance and sale of the Drainage System
Bonds, and for consent and authority to proceed with the issuance and sale of the Drainage System
Bonds, as provided above, and co-bond counsel are directed to make application to the State Bond
Commission in accordance with the foregoing.

SECTION 6.  State Bond Commission Swap Language. By virtue of the Board of Liquidation's
application for, acceptance and utilization of the benefits of the State Bond Commission=s approval
requested herein, the Board of Liquidation understands and agrees that such approval is expressly
conditioned upon, and further understands, agrees and binds itself, its successors and assigns, to full and
continuing compliance with the "State Bond Commission Policy on Approval of Proposed Use of Swaps,
or other forms of Derivative Products, Hedges, Etc.," adopted by the Commission on July 20, 2006, as to
the borrowing and other matters subject to the approval, including subsequent application and approval
under said Policy of the implementation or use of any swaps or other products or enhancements covered
thereby.

SECTION 7.  City Council Approval. A certified copy of this resolution shall be furnished to

the City Council of the City, together with a request for approval of the issuance of the Drainage System

Bonds.



This resolution having been submitted to a vote, the vote thereon was as follows:

Member Yea

Mitchell J. Landrieu

Nay Absent

Abstaining

William Raymond Manning

Marion Bracy
Kerri Kane

Mark M. Moody

Glen Pilie

Florence Schomstein

Charles F. Webb

Beverly Wright, PhD

Loyce P. Wright

T

This resolution was declared adopted on the
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day of February, 2014,
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STATE OF LOUISIANA
PARISH OF ORLEANS

I, the undersigned Executive Director of the Sewerage and Water Board of New Orleans
("S&WB™), do hereby certify that the foregoing pages constitute a true and correct copy of the proceed-
ings taken by the S& WB on February 19, 2014, resolution authorizing the issuance of not exceeding One
Hundred Million Dollars ($100,000,000) of Drainage System Improvement and Refunding Bonds, Series
2014 of the City of New Orleans, Louisiana; fixing the details of said Bonds; and providing for other
matters in connection therewith.

IN FAITH WHEREOF, witness my official signature and the impress of the official seal of the

S&WB at New Orleans, Louisiana, on this 19th day of February, 2014.

Robert K. Miller
Interim Executive Director



1031 8. Caldwell Street Phone 704 .373.1199 www.raftelis.com
Suite 100 Fax 704 .373.1113
Charlotte, NC 28203

RAFTELIS

FINANCIAL CONSULTANTS INC

November 26, 2013

Mr. Robert Miller

Sewerage and Water Board of New Orleans
625 Saint Joseph St.

New Orleans, LA 70165

Dear Mr. Miller:

The attached report is an updated version of the final deliverable from Raftelis Financial Consultants,
Inc. related to the water and sewer system portions of the Comprehensive Financial Planning, Cost of
Service, Rate Design, and Related Services project. The original version of this report was provided on
November 8, 2013. It has been updated to incorporate recently modified capital plans. The objective of
this report is to summarize the assumption and results of the water, sewer, and drainage financial plans
and the capital financing capability for the forecast period of 2013 through 2020. Even though there are
some variances from previous projections, the variances are reasonable and the financial plans indicate
that the capital improvement plans contemplated can be implemented with the rate increases approved
for the water and sewer systems.

The report includes three components:

1. The body of the report, which identifies the current assumptions and the resulting capital
funding capability for each system;

2. The first appendix (Appendix A), which summarizes the evolution of the financial plans during
the project (specifically from July 2011 through May 2012); and

3. The three financial plan appendices (Appendix B through Appendix C), which include the capital
financing plan and the overall financial plan for water, sewer, and drainage.

We have appreciated the opportunity to assist the Sewerage and Water Board of New Orleans on this
important project. Please contact me with any questions about this report or any of our previous
deliverables related to this project.

Very truly yours,
RAFTELIS FINANCIAL CONSULTANTS, INC.

P/ C DA

Peiffer A. Brandt
Chief Operating Officer



Update of Sewerage and Water Board Financial Models
November 2013

Sewerage and Water Board of New Orleans (SWBNO or Board) is responsible for providing safe drinking
water in Orleans Parish, removing wastewater for safe return to the environment, draining away storm
water, providing water for fire protection, and providing information about its products and services.
Following Notices of Material Event issued by the Board of Liquidation, City Debt for failure to meet
bond covenants for debt service coverage for water and sewer system bonds, the Board engaged
Raftelis Financial Consultants, Inc. (RFC) in 2010 to perform a comprehensive financial plan and rate
study analysis of the water, sewerage, and drainage systems. RFC and Board staff worked together over
a two and a half year period to develop financial plans that were financially sustainable for the utility
and its customers and to gain approval for the necessary rate increases for the water and sewer systems
from the Board of Directors, the New Orleans City Council, and the Board of Liquidation. Ultimately, in
December 2012, the Board received approval for rate increases of 10% per year for water and 10% per
year for sewer for 2013 through 2020. The first rate increases were implemented in January 2013,

Due to the timeframe of the study, it was necessary to modify the financial plans a number of times with
updated actual and projected data. Between July 2011 and May 2012, RFC prepared five rate analyses.
The modifications made during this period were summarized in a document prepared for Board staff
entitled “New Orleans Model Crosswalks,” a copy of which is included as Appendix A. Another iteration
for the water and sewer systems, which was requested by Mayor Landrieu, was completed in
September 2012. The purpose of this iteration was to lower the near term rate increases and spread
the increases over a longer timeframe. The previous analyses focused on a five-year period of annual
rate increases, with these increases being between 12% and 15%.

Since the conclusion of this final iteration, some of the assumptions have been refined and the audited
2012 results became available. Modified capital plans were provided in early November 2013. RFC
worked with Board staff to prepare a final update to the models as of November 2013.

Typically a financial planning and rate model (Model) uses the inputs of baseline revenues, O&M
expenses, and capital improvement plan expenditures to calculate the necessary rate increases. In fact,
the Water Model and Sewer Model were used in this manner in September 2012 to show how eight
years of 10% annual rate increases for water and sewer would be sufficient. Since rates through 2020
have been approved, the Models were updated and used in a slightly different manner for the analyses
described in this report. In addition to the rate increases being known, baseline revenues based on
2012 actuals and O&M expenses based on the 2013 budget and updated assumptions for future
expenses were known, so the Models were used to project the level of capital funding possible in
upcoming years. The capital funding identified is consistent with the level of capital improvements
originally anticipated so the economic benefits (including job creation) and system capability
enhancements originally projected are anticipated to be accrued over the forecast period.
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This letter report identifies the basis for the key data and assumptions in the Models and summarizes
the results of the analyses.

Water

Revenues

The baseline base and volumetric charge revenues are based on the actual 2012 revenues as recorded in
the 2012 Comprehensive Annual Financial Report (CAFR). These revenues are projected to increase
approximately 10% per year through 2020, due to the 10% rate increases and applicable growth and
drag factors. It should be noted that rate increases are expected to be implemented in January with the
Board realizing 11.5 months of benefit in the initial year of the increase because usage billed after
January 1 is prorated with only the portion estimated to have been used after January 1 charged at the
new rates. The water system is also projected to recover additional operating revenue from plumbing
and inspections fees and other sources (totaling $1,843,903 and remaining constant through the
forecast period). In addition, the water system is expected to receive an increase in other operating
revenue from field account reviews beginning in 2013 {(assumed to be 1% of total base and volumetric
charge revenue each year) and from school system billings beginning in 2014 (assumed to be $880,000
initially and increasing at the rate increase percentage). Non-operating revenue for 2013 is projected at
$219,089 based on 2012 actuals and is expected to remain at this level through the forecast period.

Expenses

Operating expenses for 2013 are expected to be $62,607,776, which is lower than originally projected
for 2013 in last year’s financial plan. This projection reflects the reduction in operating costs as the
result of less project spending because of the cancellation of FEMA point repair funding. Water
operating expenses are expected to increase due to normal inflation pressure and to reach a target
O&M based on industry benchmarks.  Currently, operations are marginally underfunded due to cuts
necessary in the aftermath of Katrina. By the end of the forecast period, O&M expenses are expected to
increase a little over $3 million annually based on this factor. Offsetting these upward pressures is the
fact that there should be operational savings as O&M and capital funding levels reach appropriate
levels. These savings begin in 2013 at 1.5% of O&M expenses, increase to 2.0% in 2014, and 2.5% for
2015 and beyond.

Repayments

The water system owes other City funds and claimants various amounts. The repayment schedule for
these obligations is based on the best information as of October 2013. The Board may have the
opportunity to utilize outstanding bond proceeds to accelerate these repayments.

e Payment to DPW - $7,000,000 between 2013 and 2016
e Payment to Claimants - $3,454,400 between 2013 and 2018
e Payment to Drainage - $4,272,732 between 2013 and 2015
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Growth/Escalation Rates
The Water Model includes the assumption of a number of growth or escalation rates. These
assumptions include:

e Annual Capital Cost Escalation Rate — 3.00%;

e Annual O&M Escalation Rate — 3.00%;

e  Annual Account Growth — 2.00%; and

e Usage Drag Factor (% decrease in revenue due to declining per capita consumption) — 3.00% for
2013, 2.00% for 2014-2015, 1.00% thereafter.

Revenue Funded Capital
The use of revenue funded capital during the forecast period is not anticipated at this time.

Debt Service

The Board currently has two outstanding water revenue bond issues (Series 1998 and Series 2002). In
addition, the Board has subordinate debt in the form of a Gulf Opportunity (GO) Zone loan repayment.
Previously, the Board had a Special Community Disaster Loan (SCDL) repayment, but this loan has since
been forgiven so the debt service originally associated with it has been removed.

Debt service for future debt issues has been estimated based on the following assumptions:

e Two years of capitalized interest with a full year of debt service in the third year;
e 25-year term with equal annual payments;

e |nterest Rate of 6.00%;

e Cost of Issuance of 1.50%; and

e Debt funding the Debt Reserve at 8.50% of the proceeds.

There has been no consideration for the potential refunding of the two outstanding revenue bond
issues. The Board would like to consider refunding as much as possible of these issues, but given the
size of the issues, the savings will be limited.

Results

As mentioned previously, the goal of the analysis was not to determine the magnitude of rate increases
needed, but to project how much debt could be issued. Using the assumptions listed above and setting
a lower bound on projected senior debt service coverage of 1.50, the Water Model was used to
calculate the following bond proceeds:

e 2014 - $65,000,000;
e 2015 - $55,000,000;
e 2016 - $58,000,000;
e 2017 - $60,000,000; and
e 2018 - $70,000,000.
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Since debt service associated with an issue after 2018 would not be included in the forecast through
2020 due to two years of capitalized interest, no debt issues have been included in 2019 and 2020
though debt issues will be needed in these years. The CIP for 2014 through 2023 has $1,179,495,000 (in
2014 dollars) in projects to be funded, with $284,858,000 to be funded by others (such as EPA) and
$894,637,000 funded by the Board. Looking at just the 2014 through 2020 period, assuming some
additional smoothing of the capital plan (the level of funding possible is not sufficient for the original
structure of the CIP, but Board staff has indicated that it will be possible to smooth the CIP to be
consistent with this funding approach), and escalating capital costs, the total Board funding requirement
is $380,593,143 with $277,200,000 coming from these bond issues (after issuance costs and debt service
reserve funding). The remainder of the costs will be funded by the issues in 2019 and 2020.

The capital financing plan and the summary financial plan for 2013 through 2020 are included as
Appendix B to this report.

Sewer

Revenues

As with water, the baseline base and volumetric charge revenues are based on the actual 2012 revenues
as recorded in the 2012 CAFR. These revenues are also projected to increase approximately 10% per
year through 2020, due to the 10% rate increases and applicable growth and drag factors. It should be
noted that rate increases are expected to be implemented in January with the Board realizing 11.5
months of benefit in the initial year of the increase because usage billed after January 1 is prorated with
only the portion estimated to have been used after January 1 charged at the new rate. The sewer
system is also projected to recover additional operating revenue from plumbing and inspections fees
and other sources (totaling $632,846 and remaining constant through the forecast period). In addition,
the sewer system is expected to receive an increase in other operating revenue from field account
reviews beginning in 2014 (assumed to be 1% of total base and volumetric charge revenue each year)
and from school system billings beginning in 2014 (assumed to be $1,375,000 initially and increasing at
the rate increase percentage). Non-operating revenue for 2013 is projected at $350,944 based on 2012
actuals and is expected to remain at this level through the forecast period.

Expenses

Operating expenses for 2013 are expected to be $48,379,123. Sewer operating expenses are expected
to increase due to normal inflation pressure and to reach a target O&M based on industry benchmarks.
Currently, sewer operations are materially underfunded due to cuts necessary in the aftermath of
Katrina. Through the forecast period, O&M expenses are expected to increase a little over $21 million
based on this factor. Offsetting these upward pressures is the fact that there should be operational
savings as O&M and capital funding levels reach appropriate levels. These savings begin in 2013 at 1.0%
of O&M expenses, increase to 1.5% in 2014, 2.0% for 2015, and 2.5% for 2016 and beyond.
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Repayments
The sewer system owes other City funds and claimants various amounts. The repayment schedule for
these obligations, which is based on the best information as of October 2013, is shown below:

e Payment to DPW - $9,700,000 between 2013 and 2016; and
e Payment to Claimants - 52,139,900 between 2013 and 2017.

Growth/Escalation Rates
The Sewer Model includes the assumption of a number of growth or escalation rates. These
assumptions include:

e Annual Capital Cost Escalation Rate — 3.00%;

e Annual O&M Escalation Rate — 3.00%,;

e Annual Account Growth — 2.00%; and

e Usage Drag Factor (% decrease in revenue due to declining per capita consumption) — 3.00% for
2013, 2.00% for 2014-2015, 1.00% thereafter.

Revenue Funded Capital

Beginning in 2014, the financial plan includes the sewer system spending $19,000,000 in rate funded
capital to reduce the level of bond funds to be issued. This practice is incorporated into every year in
the financial plan ranging from $8,000,000 to $30,000,000, which significantly reduces the bond
issuances and ultimately saves the sewer system interest costs.

Debt Service

The Board currently has several outstanding sewer revenue bond issues, which include Series 1997,
1998, 2000A, 20008, 2001, 2002, 2003, 2004, 2009, and 2011. These issues currently result in annual
debt service of approximately $20 million. In addition, the Board has subordinate debt in the form of a
GO Zone loan repayment. Previously, the Board had a SCDL repayment, but this loan has since been
forgiven so the debt service originally associated with it has been removed.

Debt service has been estimated for future debt issues based on the following assumptions:

o Two years of capitalized interest with a full year of debt service in the third year;
e 25-year term with equal annual payments;

e Interest Rate of 6.00%;

e Cost of Issuance of 1.50%; and

e Debt funding the Debt Reserve at 8.50% of the proceeds.

Refunding all or a portion of the ten revenue bond issues could result in material savings for the Board.
However, there has been no estimate of the potential savings included in the Sewer Model at this time.
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Results

As with water, the Sewer Model was used to project how much debt could be issued. Using the
assumptions listed above and setting a lower bound on projected senior debt service coverage of 1.50,
the Sewer Model calculated the following bond proceeds:

e 2014 - $27,000,000;
e 2015 - $33,000,000;
e 2016 - $60,000,000;
e 2017 - $28,000,000; and
e 2018 - $46,000,000.

Since debt service associated with an issue after 2018 would not be included in the forecast that went
through 2020 due to two years of capitalized interest, no debt issues have been included in 2019 and
2020 though debt issues will be needed in these years. The sewer CIP for 2014 through 2023 has
$601,037,000 (in 2014 dollars) in projects to be funded, with $70,512,000 to be funded by others (such
as EPA) and $530,525,000 funded by the Board. Looking at just the 2014 through 2020 period, assuming
some minor smoothing of the capital plan, and escalating capital costs, the total Board funding
requirement is $383,103,028 with $175,914,017 coming from these bond issues and $145,000,000
coming from rate funding. The remainder of the costs will be funded by bond issues in 2019 and 2020.

The capital financing plan and the summary financial plan for the sewer system 2013 through 2020 are
included as Appendix C to this report.

Drainage

Revenues

The primary funding mechanism for the drainage system is tax revenue (millage). Currently, there are
three millages assessed to fund the drainage system, which account for over 90% of the total annual
revenue. The revenue from the tax levies are expected to increase by 1.0% per year throughout the
forecast period. Other revenue sources provide the remaining operating revenue. In 2014, total
operating revenue for the drainage system is projected to be $48,058,000. Annual non-operating
revenue of approximately $115,000 and payments from the water system through 2015 offset some
cost. In addition to tax revenue, the drainage system is expected to implement a drainage fee in 2016
that is currently assumed to recover $35,000,000. The drainage fee has not yet been developed nor has
it been approved by City Council (or the voters, assuming that is necessary). It is the long-term intention
of the drainage fee to be used for operation and maintenance costs, while capital costs will be
recovered through tax levies. This funding mix will not be reached during the 2013-2020 forecast
period.
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Expenses

General operating expenses are expected to be $33,024,808 in 2013 and projected to increase by
approximately 3.75% per year. However, overall operating expenses will increase significantly more
than 3.75% in coming years. More than $15 million will be added annually by 2020 from additional
O&M expenses associated with the permanent pump stations ($5,000,000 annually starting in 2017 and
escalating 3.75% per year), the West Closure project ($1,000,000 annually starting in 2014 and
escalating 3.75% per year), and the other additional drainage assets and relieving underfunding
(ramping up from $1,000,000 in 2014 to $8,000,000 in 2018 and then escalating 3.75% per year
thereafter).

Repayments
The drainage system owes other City funds and claimants various amounts. The repayment schedule for
these obligations, which is based on the best information as of October 2013, is shown below:

e Payment to DPW - $5,100,000 between 2013 and 2016; and
e Payment to Claimants - $3,478,200 between 2013 and 2017.

In addition, the Drainage Fund is anticipated to receive a payment from the Water Fund:

e Payment from Water - $4,272,732 between 2013 and 2015.

Growth/Escalation Rates
The Drainage Model includes the assumption of a number of growth or escalation rates. These
assumptions include:

e Annual Capital Cost Escalation Rate — 3.00%;
¢ Annual O&M Escalation Rate — 3.75%; and
e Annual Growth — 1.00%.

Revenue Funded Capital

Beginning in 2014, the financial plan includes the drainage system spending $9,000,000 in rate funded
capital to reduce the level of bond funds to be issued. This practice is incorporated into every year in
the financial plan ranging from $6,000,000 to $23,000,000, which significantly reduces the bond
issuances and ultimately saves the drainage system interest costs.

Debt Service

The Board currently has two outstanding revenue bond issues {Series 1998 and Series 2002) that require
annual senior debt service of approximately $2.2 million each year. In addition, the Board has
subordinate debt in the form of a GO Zone loan repayment.
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Debt service has been estimated for future debt issues based on the following assumptions:

e Two years of capitalized interest with a full year of debt service in the third year;
e 25-year term with equal annual payments;

e Interest Rate of 6.00%;

e Cost of Issuance of 1.50%; and

e Debt funding the Debt Reserve at 8.50% of the proceeds.

There has been no consideration for the potential refunding of the two outstanding revenue bond
issues. The Board would like to consider refunding as much as possible of these issues, but given the
size of the issues, the savings will be minimal.

As part of the SELA project, the Board has committed to paying for a portion of the improvements based
on a 30-year amortization. The exact obligation has not been determined, but the Drainage Model
includes an estimated annual repayment of $8,300,000 beginning in 2016.

Results

The Drainage Model was not updated in September 2012 when the focus was on the water and sewer
rates. Therefore, there were two objectives for this update. Much like for water and sewer, the
Drainage Model was used to project how much debt could be issued between 2014 and 2018. It was
also used to determine the approximate amount needed from the drainage fee in 2016 ($35,000,000, as
discussed earlier). Using the assumptions listed above and setting a lower bound on projected senior
debt service coverage of 1.50, the Drainage Model calculated the following bond proceeds:

e 2014 - $63,000,000;
e 2015 - $50,000,000;
e 2016 - $59,000,000;
e 2017 - $42,000,000; and
e 2018 -$41,000,000.

Since debt service associated with an issue after 2018 would not be included in the forecast that went
through 2020 due to two years of capitalized interest, no debt issues have been included in 2019 and
2020 though debt issues will be needed in these years. The drainage CIP for 2014 through 2023 has
$1,083,672,000 (in 2014 dollars) in projects to be funded, with $605,637,000 to be funded by others
(such as EPA) and $478,035,000 to be funded by the Board. Looking at just the 2014 through 2020
period, assuming some minor smoothing of the capital plan, and escalating capital costs, the total Board
funding requirement is $408,945,132 with $229,500,000 coming from these bond issues and
$86,000,000 coming from rate funding. The remainder of the costs will be funded by bond issues in
2019 and 2020.

The capital financing plan and the summary financial plan for the drainage system for 2013 through
2020 are included as Appendix D to this report.
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APPENDIX A

New Orleans Model Crosswalks

Over the last ten months, Raftelis Financial Consultants, Inc. (RFC) has prepared five rate analyses for
the Water, Sewerage, and Drainage systems of the Sewerage and Water Board of New Orleans. These
analyses included:

e July 2011 Presentation at Stakeholder Meetings;

e August 2011 Presentation at Stakeholder Meetings;
e September 2011 Initial Report Release;

e February 2012 Revised Report Release; and

e May 2012 Updated Report Release.

Each analysis was based on the best available data at the time. There have been a number of changes to
the assumptions during this period which have impacted the results. As a part of each analysis, RFC
identified the necessary rate increases for each system. The tables below show the water and sewerage
rate increases identified for each analysis. The necessary rate increases moved slightly lower through
the iterations due to additional federal and state funding, lower O&M expenses, and higher initial
revenues.

Table 1 — Water Rate Increases

July 2011 August 2011 | September 2011] February 2012 May 2012
2011 4.0% 4.0% 4.0% 4.0% 4.0%
2012 15.5% 15.0% 15.0% 14.0% 12.0%
2013 15.5% 15.0% 15.0% 14.0% 12.0%
2014 15.5% 15.0% 15.0% 14.0% 12.0%
2015 15.5% 15.0% 15.0% 14.0% 12.0%
2016 15.0% 15.0% 15.0% 14.0% 12.0%
2017 7.5% 7.0% 7.0% 7.0% 5.0%
2018 6.0% 7.0% 7.0% 7.0% 5.0%
2019 5.0% 6.0% 6.0% 6.0% 5.0%
2020 5.0% 6.0% 6.0% 6.0% 5.0%

Table 2 — Sewer Rate Increases

July 2011 August 2011 | September 2011 February 2012 May 2012
2011 0.0% 0.0% 0.0% 0.0% 0.0%
2012 15.3% 14.0% 14.0% 15.0% 13.0%
2013 15.3% 14.0% 14.0% 15.0% 13.0%
2014 15.3% 14.0% 14.0% 15.0% 13.0%
2015 15.3% 14.0% 14.0% 15.0% 13.0%
2016 15.3% 14.0% 14.0% 15.0% 13.0%
2017 6.2% 11.0% 11.0% 11.0% 10.0%
2018 2.5% 3.0% 3.0% 3.0% 3.0%
2019 0.0% 3.0% 3.0% 3.0% 3.0%
2020 0.0% 3.0% 3.0% 3.0% 3.0%
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For the drainage system, RFC has assumed the implementation of a drainage fee in 2013. Therefore the
table shows the initial revenue required from the fee in 2013 followed by the increase in revenue
needed each year after 2013.

Table 3 - Drainage Initial Fee Revenue and Revenue Increases

July 2011 August 2011 | September 2011| February 2012 May 2012
2011
2012
2013 | $ 12,750,000| $ 13,950,000 $ 13,950,000| $ 11,750,000 $ 11,750,000
2014 110.0% 100.0% 100.0% 100.0% 100.0%
2015 50.0% 50.0% 50.0% 50.0% 50.0%
2016 40.0% 40.0% 40.0% 40.0% 40.0%
2017 6.5% 10.0% 10.0% 12.0% 11.0%
2018 3.0% 5.0% 5.0% 6.0% 5.0%
2019 3.0% 5.0% 5.0% 6.0% 5.0%
2020 3.0% 5.0% 5.0% 6.0% 5.0%

The following sections identify the changes among the five analyses for each of the systems.
Water

Revenues

Revenue from the monthly service charge and volumetric charge for 2011 including the 4% increase that
was implemented July 1, 2011 plus delinquent fees were estimated to be $51,663,008 through the
February 2012 analysis. For the May 2012 analysis, we used the preliminary 2011 audit number of
$59,890,312. The increase in revenues also increased the additional revenues recovered from the billing
audit/meter change out. Additional revenues were first considered in the August 2011 analysis based
on comments made at the July Stakeholder meetings. For other operating revenues and non-operating
revenues, the estimates of $511,534 and $3,517,201, respectively, were used through the February
2012 analysis. The preliminary 2011 audit numbers of $4,808,257 and -$549,640 for operating and non-
operating revenues, respectively, were used for the May 2012 analysis. FEMA Reimbursements for 2011
decreased by approximately 35% for each year between the July 2011 and August 2011 analyses. There

was a slight increase in the 2011 number in the May 2012 analysis, but the future year reimbursements
did not changed.

Expenses

For the analyses through February 2012, operating and maintenance (0&M) expenses were estimated
to be $56,837,190 based on the 2011 budget. These expenses were increased to $64,556,530 for the
May 2012 analysis based on the preliminary 2011 audit numbers. The primary reason for the increase is
that the budget did not include costs that were assumed to be capitalized. It was determined that these
costs should be considered O&M expenses. The target O&M based on the industry benchmark did not
change. Since the starting O&M was so much higher, the annual additional 0&M was reduced in the
May 2012 analysis while still allowing the Board to meet its O&M expense target in five years.



APPENDIX A

Therefore, all five analyses had similar O&M expenses by 2016. There was an O&M savings component
added following the July 2011 analysis due to comments raised during the Stakeholder meetings. The
difference in O&M expense is due to O&M savings. Since the baseline O&M costs were higher in the
May 2012 analysis, the savings were also assumed to be higher, resulting in slightly lower O&M costs in
2016.

Repayments
For the first four analyses (through February 2012), the Water system was assumed to make the
following payments.

e Payment to DPW - $7,000,000 between 2013 and 2015

e Payment to Claimants - $5,230,000 between 2016 and 2017
e Payment to Sewerage- $8,400,000 between 2012 and 2013

e Payment to Drainage - $4,700,000 between 2011 and 2012

These payments were modified to the following schedule.

¢ Payment to DPW - $7,000,000 between 2012 and 2015

e Payment to Claimants - $3,548,400 between 2012 and 2017
e Payment to Sewerage - $8,400,000 between 2012 and 2013
e Payment to Drainage - $4,700,000 between 2012 and 2013

Capital Plan and Financing

The ten-year capital plan was $568,837,226 for the July 2011, August 2011, and September 2011
analyses. Due to some additional federal funding, the plan was reduced by $34,520,000 for the
February 2012 analysis. In each of these first four analyses, estimated capital expenses for 2011 were
$74,318,648, but only $20,374,785 in the May 2012 analysis, based on actual spending during 2012.
With the modified capital plan and revenue financed capital assumptions, the Board’s projected bond
proceeds decreased from $305,000,000 in the initial July 2011 analysis to $277,000,000 in the May 2012
analysis.

Debt Service

The lower bond proceeds had a minimal impact on projected debt service. The biggest impact was that
between the September 2011 and February 2012 analysis, the assumption changed from full debt
service in the third year of capitalized interest to a half-year of debt service. This change had the
greatest impact for 2015 through 2017. The other debt service relates to loans associated with Katrina
(GO Zone and SCDL Repayments). For the analyses through September 2011 it was assumed that there
would be no repayment until 2016. This assumption was changed in the February 2012 analysis with the
shift of the GO Zone repayment forward so that it now begins in 2012. However, with the shift forward,
the amount of the annual repayment has been reduced.

Beginning Cash Balance
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The beginning cash balance for 2011 was $25,700,000 through the February 2012 analysis, but it was
adjusted to be $23,200,000 in the May 2012 analysis.

Overall Impact

The increase in revenues in the May 2012 analysis was significant, but so was the increase in expenses.
Overall, the revenue increase was greater, which provided some rate relief. Also, because the expenses
were higher and the benchmark remained the same, the annual O&M increases were lower than in the
earlier analyses, providing further rate relief. The repayments are scheduled to occur a little earlier, but
the claimant payments are lower. The capital plan was reduced in both 2011 and in future years, further
providing rate relief. Combined, these modifications allowed the rate increases for entire forecast
period to be decreased for the initial July 2011 analysis to the current May 2012 analysis.

Sewerage

Revenues

Revenue from the monthly service charge and volumetric charge for 2011 plus delinquent fees were
estimated to be $66,573,562 through the February 2012 analysis. For the May 2012 analysis, we used
the preliminary 2011 audit number of $69,655,799. As with the Water system, additional revenues
recovered from the billing audit/meter change out were included based on comments made at the July
Stakeholder meetings. These revenues were similar in all the analyses starting with the August 2011
analysis, beginning at a little under $2.1 million in 2012 and increasing to between $3.5 million and $3.6
million by 2020. For other operating revenues, an estimate of $926,265 was used through February
2012. The preliminary 2011 audit number of $3,850,685 was then used for the May 2012 analysis.
FEMA Reimbursements for 2011 were estimated to be $6,399,298 through the February 2012 analysis.
However, based on the preliminary audit, -$35,272 was used in the May 2012 analysis. Estimated future
year reimbursements did not change.

Expenses

For the analyses through February 2012, O&M expenses were estimated to be $42,861,275 based on
the 2011 budget. These expenses were slightly increased to $43,147,794 for the May 2012 analysis
based on the preliminary 2011 audit numbers. The target O&M based on the industry benchmark did
not change. Beginning with the August 2011 analysis, the O&M expenses after 2011 showed a decrease
from the July 2011 analysis. O&M savings, which were identified at the July Stakeholder meetings, are
the reason for this difference.

Repayments
In the September 2011 analysis, the Sewerage system was assumed to make the following payments.

e Payment to DPW - $9,700,000 between 2013 and 2015
e Payment to Claimants - $4,830,000 between 2016 and 2017

The Sewerage system also anticipated receiving a repayment of $8,400,000 from the Water system
between 2011 and 2012.
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These payments were modified to the following schedule.

e Payment to DPW - $9,700,000 between 2012 and 2015
e Payment to Claimants - $2,139,900 between 2012 and 2017

The repayment from the Water system was pushed back to occur between 2012 and 2013, but at the
same amount, $8,400,000.

Capital Plan and Financing

The estimated capital expenses for 2011 and 2012 were $93,701,308 and $114,158,227, respectively,
through the September 2011 analysis, but only $53,662,611, based on actual spending during 2012, and
$104,008,877 for 2011 and 2012, respectively, in the February 2012 and May 2012 analysis. The
estimated 2012 capital expense decreased because in the previous analyses there was the inclusion of a
$10,000,000 capital deferral from 2011 to 2012, which was removed starting with the February 2012
analysis. The capital plan for 2013 through 2020 was reduced by $8,055,000 due to federal and state
funding. Projected revenue financed capital decreased from $183,005,506 to $141,752,755 in the May
2012 analysis. With the modified capital plan and revenue financed capital, the Board’s projected bond
proceeds increased from $303,000,000 to $336,000,000 in the February 2012 analysis, but then
decreased to $314,000,000 in the May 2012 analysis.

Debt Service

Due to slightly larger bond issues, the debt service in the later years of the forecast is slightly higher in
the February 2012 and May 2012 analyses. The bigger impact on these analyses was the decision to
shift forward debt service by half a year to be consistent with how the capitalized interest was handled
for the Water system. Therefore, in 2015 the Sewerage system has a half year payment associated with
the 2012 bond issue. In the previous analyses, the Sewerage system was assumed to have a full year
payment for the 2012 bond issue in 2016. This shift increased debt service in 2015 and 2016
significantly in the February 2012 and May 2012 analyses. The existing debt service was also modified
from the September 2011 analysis to the February 2012 analysis. GO Zone repayment was shifted
forward from 2016 to 2012 and a small ($9.9 million) 2011 GO issue was included that closed in
November 2011.

Beginning Cash Balance
The beginning cash balance for 2011 was $12,400,000 through the February 2012 analysis, but it was
adjusted to be $6,148,000 in the May 2012 analysis.

Overall Impact

The Sewerage system saw a material increase in revenues from the September 2011 analysis to the May
2012 analysis, without a corresponding increase in expenses, which provided some rate relief. The
capital plan was reduced in both 2011 and in future years, further providing rate relief. However, debt
service increased due to shifting forward the GO Zone repayment and slightly shifting forward the
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timing of revenue bond debt service. The additional revenues were significant enough to allow the rate
increases for 2012 through 2016 to be decreased.

Drainage

Revenues

Tax revenue for 2011 was estimated to be $43,611,000 through the September 2011 analysis. It was
then estimated to be $45,490,400 for the February 2012 analysis, but for the May 2012 analysis, we
used the preliminary 2011 audit number of $39,226,754. There was no roll forward revenue included in
the first three analyses, but in the February 2012 and May 2012 analyses we included roll forward
revenue starting in 2012 of $1,944,500. For other operating revenue, an estimate of $1,700,000 was
used through the February 2012 analysis. The preliminary 2011 audit number of $1,240,860 was used in
the May 2012 analysis.

Expenses

For the analyses through February 2012, O&M expenses were estimated to be $32,741,865 based on
the 2011 budget. These expenses were slightly decreased to $32,080,421 for the May 2012 analysis
based on the preliminary 2011 audit numbers. The Drainage system will bear additional O&M costs
associated with the operation of the permanent pump stations at Lake Pontchartrain and the west
closure complex. In all the analyses, the O&M expenses associate with the permanent pump stations
was $2,000,000 in 2015 and $10,000,000 in 2016 and beyond. The west closure complex expenses were
estimated to be $6,000,000 annually starting in 2012 through the February 2012 analysis, but then
reduced to $2,000,000 annually starting in 2013 in the May 2012 analysis. Therefore, the O&M
expenses in the May 2012 analysis are materially lower than in the previous analyses from 2012 through
2020.

Repayments
In the September 2011 analysis, the Water system was assumed to make the following payments.

e Payment to DPW - $5,100,000 between 2013 and 2015
e Payment to Claimants - $10,930,000 between 2016 and 2017

The Drainage system also anticipated receiving a repayment of $4,700,000 from the Water system
between 2011 and 2012.

These payments were modified to the following schedule.

e Payment to DPW - $5,100,000 between 2012 and 2015
e Payment to Claimants - $3,479,200 between 2012 and 2016

The repayment from the Water system was pushed back to occur between 2012 and 2013, but at the
same amount, $4,700,000.

Capital Plan and Financing



APPENDIX A

It is not possible to compare the 2011 capital expenses for the Drainage system because the number
used through the February 2012 analysis of over $1.1 billion included significant federal and state
construction dollars. The capital plan for 2012 through 2020 was reduced by $39,660,000 starting in the
February 2012 analysis. Projected revenue financed capital increased from $118,500,000 to
$124,227,892 in the May 2012 analysis. With the modified capital plan and increased revenue financed
capital, the Board’s projected bond proceeds decreased from $337,000,000 to $287,000,000 in the
February 2012 analysis and then to $283,000,000 in the May 2012 analysis.

Debt Service

Due to the reduction in needed bond proceeds, the proposed debt service decreased from the
September 2011 analysis to the February 2012 analysis, and then decreased slightly more for the May
2012 analysis. There was no change to the proposed repayments for the SELA projects.

Beginning Cash Balance
The beginning cash balance for 2011 was $48,400,000 through the February 2012 analysis, but it was
adjusted to be $54,514,020 for the May 2012 analysis.

Overall Impact

The decrease in revenues was offset by the decrease in expenses from the west closure complex. The
reduction is capital plan provided minor rate relief as did the lower claimant repayment. These
modifications allowed the initial fee amount in 2013 to decrease to $11,750,000 with the additional
revenue increases remaining at approximately the same percentages.
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SEWERAGE AND WATER BOARD OF NEW ORLEANS

Inter-Office Memorandum

DATE: January 27, 2014

FROM: Bobby L. Nathan, EEO/Grievance Manager
TO: Marcia St. Martin, Executive Director
RE: The Equal Employment Opportunity Division

Activity Status Report for January 2014 Y.T.D.

I. Federal Equal Employment Activity

During the month of January 2014, there were no new
Federal EEOC charges filed by S&WB employees. Two
charges of Discrimination are still being processed by
EEOC. One from 2012 of Sexual Harassment and one from
2013 of Race Discrimination.

IT. Status of the General Grievance Policy #26, The Equal
Employment Opportunity Policy #86 and the Workplace
Harassment Policy #87.

There was one (1) new Grievance filed in January. The
total grievances filed Y.T.D. is thirty-two (32).

Discrimination (6), Harassment (11), Pay (3),
Promotion (5), Suspension (2), Termination (1
(1), Unfairness (1), Transfer (1), and FMLA

), Work
1).

III. Conference/Office Activity

1. Telephone calls:

There were five (5) telephone conferences held
with employees, concerning/involving a job related
issue in December. Field investigations are used
when necessary.



2. Office Visits

Visits were made by appointment or walk-in for the
purpose of conference or counseling, employment
issues or non-employment issues. There were seven
(7) such consultations held in office during this
period.

IV. Grievance Committee Hearings this period:

There was no Grievance Committee Hearing held.

Bobby L. Nathan
Equal Employment Opportunity Officer



