HARRISON COUNTY UTILITY AUTHORITY
SPECIAL BOARD MEETING
June 25, 2015

Be it remembered that a special meeting of the Harrison County Utility Authority
Board of Directors was held on June 25, 2015, at 9:00 a.m. at the Harrison
County Utility Authority Board Room, at 10271 Express Drive in Gulfport,
Mississippi. In attendance were:

BOARD AND STAFF:

Supervisor Joe Meadows, Harrison County (2), Director
Mayor Billy Hewes, City of Gulfport, Director

Mr. Dan Gaillet, representing the City of Biloxi

Mr. Al Gombos, representing the City of D'Iberville
Mayor Billy Skellie, City of Long Beach, Director

Mr. Malcolm Jones, representing the City of Pass Christian
Supervisor Marlin Ladner, Harrison County (1), Director
Mr. Donald Scharr, Executive Director, HCUA

Mr. John Wilson, O&M Manager, HCUA

Mr. Michael VanCourt, Comptroller, HCUA

Mr. James Simpson, Wise Carter Attorneys, Esquire

ABSENT:
Mayor Andrew Gilich, City of Biloxi, Director

AUDIENCE:
Mr. Gerald Blessey, City of Biloxi

Letters of designation are attached hereto as exhibit “A”.

There being a quorum sufficient to transact business of the Authority, Mayor
Hewes called the meeting to order. The following proceedings were had and
done.

A. Public Comments — Mayor Hewes asked for public comments. There were
none.
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B. 1 — Old Business — None

B. 2 a — Work Session for Allocation of Costs to Member Agencies

Board members were provided with a handout that outlined the items being
covered in the workshop.

Mr. Scharr stated the purpose of the workshop is to begin the process of
reviewing how the costs are allocated to the member agencies. He anticipates
this process will require multiple meetings.

The following items were reviewed:

Member Agreements - Board members were previously provided with
copies of all agreements relative to their respective member agencies.
There were some agreements that HCUA does not have on file. HCUA will
work with the member agencies to obtain these documents to complete
records.

Definitions - Key Definitions for Current Cost Allocation

1)

2)
3)

6)

Phase 1 — Initial capital improvements required to achieve compliance
with state water quality standards.

Phase 2 — All capital improvements not included in Phase 1.
Designated Treatment Plants — All treatment plants listed in Exhibit A
of the Original Agreement. These facilities constitute Phase 1 and
member agencies were assigned a percent allocation of the plant(s)
capacity.

Designated Trunk Lines — All trunk lines listed in Exhibit B of original
agreement. These facilities constitute Phase 1 and member agencies
were assigned a percent allocation of the line(s) capacity.

Additional Treatment Facilities — All treatment plants which
constitute Phase 2. Requires allocation of capacity to members on a
percentage basis.

Additional Trunk Lines — A trunk lines which constitute Phase 2.
Requires allocation of capacity to members on a percentage basis.

Phase One Member Allocation of Facilities based on Original
Wastewater Service Contract (see attached list)

Current and Inactive Facilities (see attached lists)
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e Contract Payment Requirements

1) Designated Treatment Plants Contract Sum — Pro-rata of each
facility based on percent of capacity allocated to each member agency.
(Capital costs)

2) Additional Treatment Plants Contract Sum — Pro-rata of each facility
based on percent capacity allocated to each member agency. (Capital
costs)

3) Designated Trunk Lines Contract Sum — Pro-rata of each facility
based on a percent of capacity allocated to each member agency.
(Capital costs)

4) Additional Trunk Lines Contract Sum - Pro-rata of each facility
based on a percent of capacity allocated to each member agency.
(Capital costs)

5) Operation and Maintenance Contract Sum — Pro-rata of each facility
based on percent of total flow contributed by each member agency. (O
& M, O & M Reserve, construction/renewal/replacement required by
bond resolutions)

6) Additional Contract Sum — Determined by multiplying Contract Rate
by the volume of wastewater discharged to the treatment systems.

= Claims or judgments arising out of construction/acquisition

= An allowance for working capital deemed reasonably necessary

* Planning/development costs

= Engineering fees

= Contractors’ fees

= Costs of obtaining permits, licenses, real property, labor
equipment, supplies, training, testing, insurance, legal/financial,
administrative and general costs

e FY-2015 Budget — Board members were provided with copies of their
respective budgets for FY 2015.

Discussion
Mr. Scharr opened the floor for discussion and questions.

Supervisor Ladner asked if anyone had any suggestions on other methods to
distribute costs besides flow and population. Mr. Blessey suggested that capacity
allocation could be used in terms of O & M costs. Mayor Hewes stated that
location of facilities must play a role in cost allocation.

Mr. Jones asked if there have been any periodic adjustments made for changes
in population. Mr. Simpson stated that population is not a factor of cost allocation
for wastewater services.

Mr. Simpson stated that HCUA has no agreements on allocation of costs for
Phase 2 facilities on record.
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Mr. Blessey stated that member agencies may opt to retain and pay for reserved
capacity to allow for future growth.

Mr. Simpson stated that since Katrina, HCUA now has several facilities that have
no debt service, but they have operating costs with no flows.

Mr. Simpson stated the debt service for Phase 1 was based on allocated
capacity by agreement.

Mr. Jones asked when does capacity allocation gets changed. Mr. Simpson
stated that it is changed by Board agreement on an as-needed basis.

Mr. Scharr stated HCUA has contracted AVL to research and prepare the
information on the methodology for debt service and bond covenants. Their
report should be completed in Mid-July.

Mayor Hewes suggested that the Board institute a specified time frame for
periodic review of rate allocation to determine if adjustments need to be made.

Supervisor Meadows suggested that the existing agreements should have a
clause to automatically trigger adjustments when changes are made to capacity
or usage.

Mr. Jones initiated a discussion regarding a millage to help with HCUA debt
reduction.

Mr. Gombos suggested cost be allocated based on member agencies
percentage of the total HCUA budget.

Mr. Scharr stated that the Master Planning efforts will contribute significantly to
future cost allocation efforts.

Mr. Blessey suggested that HCUA submit applications for Restore Act funds to
expand distribution and collection efforts. He also suggested the GOMESA fund
as another potential funding source. Mr. Scharr stated that

Actions

Mr. Scharr stated that he will get projects submitted for the Restore Act Funding
to tie in customers.

He will compile a comprehensive list of all HCUA facilities with current allocations
for those that are defined. For facilities without defined cost allocations he will
provide usage information for evaluation.
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Schedule for Next Workshop

Mr. Scharr stated that he would like the Board to meet again prior to receiving the
AVL evaluation. Tentative dates are July 9t July 16, and July 17%. HCUA staff
will confirm Board members availability for the next workshop meeting.

C. Executive Session

There was no need for an Executive Session.

I. Adjourn - At this time Mr. Gombos made a motion to adjourn, seconded by
Mayor Skellie. A roll call vote resulted in the following votes:

Biloxi voted aye
Gulfport voted aye
D’lberville voted aye
Long Beach voted aye
Harrison County (1) voted aye
Harrison County (2) voted aye
Pass Christian voted

The motion to adjourn passed. /
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