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EXECUTIVE SUMMARY

Introduction

Governance

Since 1996, the Lafayette City-Parish Consolidated Government (Lafayette Consolidated
Government or LCG) has governed the City of Lafayette, Louisiana (City or Lafayette) and the
Lafayette Parish (the Parish), collectively the City-Parish. LCG includes a Mayor-President and
nine City-Parish Council members (the City-Parish Council), elected by the Parish to four-year
terms of office. The creation of LCG was enabled by the 1992 electorate and is defined in the
Home Rule Charter (Charter).

The City owns the Lafayette Utilities System (LUS or Utilities System), which includes the
Electric System, the Water System, and the Wastewater System. Upon consolidation of the
City and Parish governing authorities into LCG, it was specifically recognized that the Charter
should accommodate for the governing of the Utilities System, which is a City utility system.
As a result, the Charter created the Lafayette Public Utilities Authority (LPUA) as the governing
authority of LUS. The Charter further provides that City-Parish Council members whose
districts include 60% or more of citizens residing within City boundaries also serve as LPUA
members.

The City owns the Communications System, often branded as LUS Fiber. Prior to
October 31, 2018, the Utilities System Director also managed the Communications System. In
September 2018, with the adoption of the 2019 Budget, the City-Parish Council approved the
creation of a Communications System Director to be appointed by the Mayor-President. As of
November 1, 2018, the prior Chief Communications Engineer is serving as the Communications
System Interim Director. Prior to October 31, 2018, LPUA was also the governing authority of
the Communications System. As of November 1, 2018, LCG is the governing authority of the
Communications System.

The City-Parish Council is also the governing authority of the Lafayette Public Power
Authority (LPPA). LPPA is a political subdivision of the State of Louisiana and was created in
1976 to finance electric generating facilities in order to provide power to the City’s Electric
System. LPPA provides the output of these generating facilities via a “take or pay” wholesale
power agreement with the Utilities System.

In December 2018, the citizens of Lafayette voted to amend the Charter to replace the
City-Parish Council with two separate five-person councils: the City Council and the Parish
Council. The changes target implementation on January 6, 2020. Once the amendment is
implemented, the new City Council would replace the LPUA and LCG as the governing authority
for the Utilities System, the Communications System, and LPPA. Currently, there is a pending
question of whether an ordinance or an election is the proper method to address certain
discrepancies in the description of the boundaries of the new City Council districts and Parish
Council districts. The City-Parish Council is currently working on resolving that issue prior to
October 12, 2019.

Economics | Strategy | Stakeholders | Sustainability



EXECUTIVE SUMMARY

Bond Ordinances Requirements

As of October 31, 2018, the City has issued and is servicing debt related to Utilities System
Utilities Revenue Bonds (Series 2010, 2012, and 2017), Communications System
Communications Revenue Bonds (Series 2012 and 2015), and LPPA Bonds (Series 2012 and
2015). On September 3, 2017, LUS issued the Series 2017 Bonds to refund a portion of the
Series 2010 Bonds. By 2020, the Series 2010 Bonds will be fully redeemed by the proceeds of
the Series 2017 Bonds. The City began servicing the Series 2017 Bonds in May 2018. As of the
date of this Report, the City is expected to issue $60.1 million in Utilities Revenue Bonds,
Series 2019 Bonds, on May 1, 2019. The bond money is proposed to fund upgrades and
improvements to the Utilities System.

As required in the Utilities System General Bond Ordinance and the Communications System
General Bond Ordinance (collectively the Bond Ordinances), a Consulting Engineer shall
provide engineering counsel to LCG in connection with the operations of the Utilities System
and Communications System, advise on rate revisions, and prepare an annual comprehensive
report (e.g. the Consulting Engineer’s Comprehensive Annual Report or Report). The Report
shall address a number of covenants and continuing disclosures included in the Bond
Ordinances such as the condition and operations of the systems, general accounting, and
financial compliance, as well as overall financial and operational performance of the
Utilities System and Communications System.

This Report was prepared by NewGen Strategies and Solutions, LLC (NewGen) and covers the
fiscal year (FY) 2018 (November 1, 2017 to October 31, 2018). The contents of this Report are
intended to provide engineering and management information to bond holders, LUS, LUS
Fiber, LCG, and interested parties. Itis our understanding that LCG places copies of this Report
on file with the Chief Operating Officer, Bond Fund Trustee, LUS, LUS Fiber, and others.
Appendices A, B, C, and D include a comprehensive list and summary of the continuing
disclosures and updated financial and operational performance for the Utilities System,
Communications System, and LPPA, as required in the Bond Ordinances.

In preparation of this Report, NewGen relied on information provided by LCG, LUS, LUS Fiber,
LPPA, and Cleco Corporate Holdings, LLC (Cleco). NewGen supplemented this information with
physical observations of LUS and LUS Fiber’s properties and facilities, in addition to interviews
with LUS and LUS Fiber management and staff, LCG personnel, and Cleco personnel. NewGen’s
field investigations were conducted in early February 2019. NewGen’s analyses, conclusions,
and opinions relied on independent review of information provided to us by others in the form
of audits, reports, budgets, projections, and interviews as disclosed in this Report. NewGen
has not independently verified the accuracy of information provided and has assumed that
information provided is accurate and representative of the financial and operating condition
of the Utilities System and Communications System. These investigations and interviews were
combined with financial and performance metrics to provide the basis for our findings and
conclusions.

Utilities System Overall Performance

LUS served 67,243 electric customers, 56,564 water customers, and 45,019 wastewater
customers in 2018. Customer growth on the Utilities System is stable, with observed customer
growth averaging 0.9% per year since 2014.
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LUS generated a total of $235 million of revenues in 2018, with the majority of the revenue
(5181 million) from the electric services. 2018 revenues were approximately 3.7% higher than
2017, with the electric revenues 2.8% higher. The water and wastewater revenues increased
by 9.7% and 5.2%, respectively, from the previous year. The increase in revenues is primarily
driven by rate increases effective November 1, 2017 and increased sales. The debt service
coverage ratio (DSCR) for the Utilities System remains strong at 3.3 for the combined Electric,
Water, and Wastewater Systems. The Utilities System consistently exceeds the minimum
coverage requirement of 1.0 required by the Bond Ordinances.

The Utilities System 2018 financial performance was less than budgeted as the actual revenues
and expenses were both lower than originally projected in the 2018 budget. The Utilities
System collected $235 million in operating and miscellaneous revenues compared to the
budgeted $247 million. The difference is attributable to lower water sales, lower wastewater
collection, lower energy sales and lower fuel costs. The lower purchased power costs reduced
expenses, thus reduced FC related revenues as the purchased power costs are recovered via
an FC cost recovery mechanism.

Other O&M expenses were lower than budgeted due to lower personnel salaries, the
Director’s Reserve, lower contracting costs including the decommissioning of the Doc Bonin
plant. Other Income (Expenses) were higher than the budgeted amount due to increased
spending on normal capital and special equipment. Overall, the cash available for capital was
lower than the budgeted amount.

Rates for the Electric, Water, and Wastewater Systems remain competitive for residential and
commercial customers. In fact, LUS’ residential electric rates are lower than average for the
region and residential and commercial water rates are among the lowest in the state.

Communications System Overall Performance

The Communications System served approximately 20,000 customers in 2018.
Communications System customer growth continues at a compound annual rate of 5.0% since
2014.

The Communications System revenues increased to $38 million in 2018, up 2.8% from 2017.
The DSCR for the Communications System stayed steady at 1.9. The minimum DSCR
requirement for the Communications System is 1.0.

In general, the Communications System’s revenue performance was aligned with the budget.
The Communications System collected $39 million in operating and miscellaneous revenues in
2018, as compared to the budgeted $40 million. Operating expenses were under budget at
$20 million, as compared to the budgeted $21 million. The largest decrease in expenses was
the cable programming costs. Other Income (Expenses) was close to the budgeted amount.
Overall, the cash available for capital was aligned with the budgeted amount. While the
Communications System’s actual financial performance was under budget, it still exceeded
DSCR requirements and continued to increase its net revenues.

The Communications System offers Internet service packages that are of significantly higher
quality (e.g., higher speeds) at lower prices when compared to local competitors. The
Communications System has a competitive advantage in Internet services within the City;
however, another telecommunications service provider is installing fiber in and around the
City with plans to compete with LUS Fiber.
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General Findings and Recommendations

Based upon our information and assumptions relied upon, as included in this Report, our
general findings and recommendations for the Utilities System and Communications System
include:

B OnJuly 18, 2018, the Utilities Systems Director, Terry Huval, announced his retirement
from LUS effective immediately. At that time, Mr. Huval as the Utilities System Director
was responsible for managing both the Utilities and Communications Systems. Since
that time Jeff Stewart, the Engineering and Power Production Division Manager, has
served as the Interim Utilities System Director.

B |n September 2018, with the adoption of the 2019 Budget, the City-Parish Council
approved the separation of Directors for the Utilities System and the creation of a
Communications System Director to be appointed by the Mayor-President. As of
November 1, 2018, Teles Fremin, the current Chief Communications Engineer is serving
as the Communications System Interim Director. LCG is now the governing authority of
the Communications System.

B As the Consulting Engineer must approve of the Utilities System Director, NewGen is
assisting LCG with a comprehensive executive search to facilitate the recruitment and
selection of a Director for the Utilities System. This executive search will include
identification of candidates, interview support, and facilitation of the selection process.

B On October 3, 2018, NextGEN Utility Systems, a Bernhard Capital Partners utility
management company, made a proposal to the City-Parish Council to manage the LUS
Electric, Water and Wastewater systems for 40 years. On November 5, 2018, NextGEN
withdrew its proposal.

B |n response to the proposal for a management contract for the Utilities System, on
November 5, 2018, City-Parish Council passed a resolution (R-070-2018) that stated it
will “oppose any proposal for the possible, sale, lease, third party management
agreement, partnership, or disposition, in whole or in substantial part, of the City of
Lafayette Utilities System, at this time.” This resolution was in addition to the existing
Charter that states LPUA “shall not sell, lease, or in any manner dispose of the utility
system or any substantial part thereof without approval by a majority vote of the
qualified electors residing within the boundaries of the City of Lafayette voting in an
election called for that purpose.”

B |n December 2018, the citizens of Lafayette voted to amend the Charter to replace the
City-Parish Council with two separate five-person councils: the City Council and the
Parish Council. The changes target implementation on January 6, 2020. Once the
amendment is implemented, the City Council would replace the LPUA or LCG as the
governing authority for the Utilities System, the Communications System, and LPPA.
Currently, there is a pending question of whether an ordinance or an election is the
proper method to address certain discrepancies in the description of the boundaries of
the new City Council districts and Parish Council districts. The City-Parish Council is
currently working on resolving that issue prior to October 12, 2019.
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Utilities System Findings and Recommendations

Based upon our information and assumptions relied upon, as included in this Report, our
findings and recommendations for the Utilities System include:

Based on our visual observation and review of the Utilities System, we find the Utilities
System to be in generally good condition and maintained properly in accordance with
prudent utility and industry practices.

Revenues from the Utilities System were sufficient to meet all financial obligations
including operating expenses, LUS and LPPA debt service, capital improvements, in lieu
of tax (ILOT) payments, and required reserves. LUS’ Electric System operating, expense,
debt, revenue, and related ratios reflect a financially stable and healthy utility that is
currently offering competitive, lower than market average rates. The Utilities System
reached a combined 3.3 DSCR. The Utilities System minimum DSCR is 1.0.

LUS has successfully implemented succession planning for key management positions
in the organization. LUS has successfully transitioned or hired personnel to fill key
management vacancies in recent years including the Customer Services, Support
Services, and Electric / Communications Operations Division Managers. This consistent
approach and success in filling these key management positions has maintained
stability at LUS and ensured knowledge transfer.

In general, attracting staff can be an issue for LUS and all municipally-owned utilities
across the United States (U.S.) in certain positions such as engineering, electric lineman,
and operators. LUS is also constrained by civil service policies and therefore lags the
competition (such as investor-owned utilities) in salaries. Compared with the regional
oil and gas industry and competing investor-owned utilities, LUS’ advantages come
down to job stability, location, quality of life, and home time. Opportunities to adjust
compensation of competitive positions within the Utilities and Communications
Systems should be pursued to attract and retain proper levels and expert staff.

Historically, the Utilities System capital improvement program (CIP) has been sufficient
to sustain and improve the integrity and reliability of the system.

Electric System

B The Doc Bonin Units 2 and 3 were retired April 1, 2017, as approved by Midcontinent

Independent System Operator (MISO). The Curtis Rodemacher Plant was retired
several years ago. The generating stations remain retired with LUS performing routine
maintenance, upkeep, and site monitoring. In anticipation of the cost associated with
fully decommissioning the Curtis Rodemacher plant, LUS should establish a
decommissioning reserve to cover the future costs of dismantling the plant.
Decommissioning efforts at Doc Bonin are in progress and currently on budget. To date,
the four Doc Bonin fuel oil tanks and associated piping have been removed and all
contaminated soil under the tanks has been removed.

LUS has initiated a Request for Proposal to select a consultant to perform an Integrated
Resource Plan (IRP), which will evaluate overall power supply options, including plans
for potentially replacing or repowering the Doc Bonin Plant. The previously
recommended project to install natural gas fired reciprocating engines at the Doc Bonin
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site, which had been included in the 2018 Budget, has been placed on hold pending the
result of the new IRP.

= LUs Electric ~ System is  highly  reliable  with reliability  indices
(i.e. SAIDI/SAIFI/CAIDI/MAIFI) significantly lower than the national and regional
averages for electric utilities. Performance has improved year-over-year from 2014 to
2018.

B The organizational structure and management in the Electric System engineering and
operations areas continue to facilitate staff empowerment, offer employees additional
responsibilities, and encourage career growth.

B There were no major staffing needs or issues in the Electric System in 2018; however,
certain vacancies remain or are more difficult to fill in positions that are competitive in
the broader labor market. While LUS has had recent success in filling targeted positions
within the Utilities System, vacancies remain for certain lineman and engineering
positions budgeted for the utility. In addition, all of the metering technicians will be
eligible for retirement in the near future, which will require a proactive approach in
2019. The Electric System is actively looking to fill remaining vacancies and continues
to ensure the delivery of safe, reliable, and low-cost power at current staffing levels.

B Electric System revenue collection mechanisms are misaligned with the cost structure.
While approximately 47% of LUS’ costs are fixed over the five-year average, only 15%
of revenues are collected through fixed charges. Approximately 85% of retail revenues
are recovered through variable rates. Although this misalignment is common in the
industry, many utilities are pursuing strategies that improve the collection of fixed cost
through rates. These strategies reflect market trends where end-users become
increasingly interested in renewable energy self-generation alternatives and energy
conservation. Historically LUS customers’ interest in renewable energy alternatives and
energy conservation has been limited, but this could change over time. Therefore, we
recommend that in future rate proceedings, LUS improve fixed cost recovery
mechanisms in its Electric System rate structure.

Water System

B While total water production remains stable, the wholesale water sales have increased
at an annual average rate of approximately 3.0% and retail sales have stayed flat.
Wholesale customers have required an increasing percentage of the total water
produced. This will place continued pressure on the distribution system and could
adversely affect LUS retail customers. Therefore, coordination with wholesale
customers and adequate planning for improvements to the LUS system and the
wholesale customers’ systems is necessary to protect the interests of retail customers.

B Due to the changes to the Water System from growth and the potential withdrawal of
City of Broussard from the system, LUS has updated its water distribution model. LUS
is considering the impact of the City of Broussard withdrawing as a wholesale customer
as its contract expires in 2020. If the contract is not renewed, there will be a reduction
in the amount of wholesale volume sales, as well as a corresponding reduction in
revenues and expenses.

B LUS should consider the implications of this potential reduction in wholesale water
volumes relative to the timing of any required improvements needed at the
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Commission Boulevard site to accommodate additional growth and water sales in this
service area.

Although staffing levels were not reported to be an issue, a succession plan should be
implemented to ensure knowledgeable operators and maintenance personnel are
developed for the Water and Wastewater Systems. Several key management personnel
and certified operators can or will retire within the next five years. LUS should develop
a succession plan to ensure the continued operation of the water/wastewater
operations with as much operational continuity as possible, with as little loss of
institutional knowledge as possible. LUS reports that staffing levels are reviewed
annually, and that a program of screening and cross-training to identify individuals that
exhibit technical proficiency and leadership skills is in place.

The Advanced Metering Infrastructure (AMI) deployment for the Water System had
experienced a relatively high level of malfunctions and meter failures. Honeywell
replaced all meter modules in an effort to resolve performance problems. As of
January 2018, all meters were replaced, the project reached completion, and the
meters are now under warranty. However, meters are still failing and being replaced
at a rate of approximately 75 per week as of January 2019.

Commercial and residential development and redevelopment appears to be improving,
which could cause a strain on LUS’ system. LUS is seeing an increase in formerly single
home properties being turned into multi-home developments,
i.e. apartments/townhomes. This may cause some localized issues as the current
infrastructure connecting to these properties may not be adequate to handle the
increase in water usage.

Wastewater System

In May 2018, the U.S. Environmental Protection Agency (EPA) issued an administrative
order based on a 2017 audit of the Wastewater System. There were no issues with the
LUS work order system and processes by which wastewater complaints are addressed
and repairs made. However, the administrative order requires implementation of a
Capacity, Management, Operations, and Maintenance (CMOM) Program. LUS will have
toinspect 10% of its collection system each year, and address defects within three years
of discovery. This has required LUS to increase the frequency of its inspection of the
collection system and will require additional funding to address sewer repairs. Based
upon the schedule and activities negotiated with the EPA in 2018, this program will be
a substantial infrastructure rehabilitation program over the next ten years.

Biosolids disposal continues to be a near-term issue that LUS must address as one of
the lessors of the land cancelled an agreement, and as additional outlying package
treatment plants are integrated with the Wastewater System. Although LUS is actively
searching for new landowners to replace the capacity reductions from 2017, LUS should
continue to evaluate sludge treatment and disposal options such as:

e Continuing to treat sludge to Class B standards versus Class A standards.

e Continuing sludge disposal on leased land versus purchased land; third-party sales
as a disposal option; or a combination of all three.
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Until such time as sludge treatment and sludge disposal options can be clarified, the
current lease agreements for land necessary for sludge disposal land applications
should be reviewed and updated to reflect long-term leases that will mitigate risk for
LUS and ensure that sufficient surface acreage is available to meet long-term sludge
disposal requirements.

LUS currently plans an update to the Wastewater Master Plan in 2019 that will identify
collection system capacity improvements projects, wastewater treatment system
capacity improvements, regulatory compliance projects, and system O&M projects for
a minimum 20-year planning period. The master planning should evaluate any
improvements or expansion necessary to accommodate future growth and integrate
the increasing number of outlying packaged plants into the collection and treatment
system.

Commercial and residential development and redevelopment appears to be improving
with the economy, which could cause a strain on LUS’ system. LUS is seeing an increase
in formerly single home properties being turned into multi-home developments,
i.e. apartments/townhomes. This may cause some localized issues as the current
infrastructure connecting to these properties may not be adequate to handle the
increase in water usage and wastewater generation.

Communications System Findings and Recommendations

Based upon our information and assumptions relied upon, as included in this Report, our
findings and recommendations for the Communications System include:

Staffing issues are also at risk for Communications System due to the extremely
competitive nature of the business and the potential for employees to make
significantly greater salaries in the marketplace. Other issues include performance
recognition, overtime, and personnel being at the top of a category with no further
advancement potential.

Based on interviews with staff and our observations, we conclude that the
Communications System Engineering division is adequately staffed based on the
number of customers.

At the current customer levels, the Communications System generates sufficient
revenues to meet O&M expense, annual debt service, capital improvements,
inter-utility loan payments, imputed taxes, and all other financial obligations. The
financial performance of the Communications System improved in 2018. Given that a
majority of Communications System costs are fixed and do not vary when new
customers are added to the system, revenues associated with customer growth above
current levels will further improve the system’s financial performance. The
Communications System credit rating from Moody’s was also increased in 2019 from
A3 to A2.

Utilities System Residual Balance Available for Communications Debt Service was
sufficient to meet Communications System debt service if a Credit Event occurred in
2018. The 2018 Utilities System Residual Balance achieved a coverage ratio of 3.8 as
compared to the Communications System debt obligations.
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Additional detail and description regarding the findings and recommendations for the Utilities
and Communications Systems can be found within each Section of the Report.

Revenue Bond History and Ratings

LUS, LPPA, and LUS Fiber have a long and successful history of repaying bond holders. The
following table lists the historical and outstanding Bonds since 1949.

Table ES-1
Utilities System, LPPA and Communications System Bond Summary
Date Retired/ Authorized
Issued Outstanding Amount Application of Proceeds
Utilities System
1949 - 1958 Retired $18,000,000 Steam-electric generating plant improvements and
extensions to the Utilities System
1962 -1965 Retired $12,500,000 Improvements and extensions to the Utilities System
1966 — 1969 Retired $19,800,000 Addition to electric generation, water and wastewater
treatment capacity, and extensions and improvements
1973 - 1976 Retired $39,000,000 Addition to electric generation capacity and extensions,
as well as additions and improvements to the Utilities
System
1978 - 1981 Retired $26,000,000 Additions to the electric transmission system, and
extensions and improvements to the electric, water
distribution, and wastewater collection systems
1983 - 1996 Retired $40,400,000 Additions, extensions, and improvements to the Utilities
System, and acquisition of electric distribution
customers
2004 Retired $183,990,000 Addition to electric generation capacity and extensions,
and wastewater improvements
2010 Outstanding $86,080,000 Improvements to the Electric System to alleviate the
Acadian Load Pocket, development of AMI to benefit the
Electric and Water Systems, and collection
improvements for the Wastewater System
2012 Outstanding $153,960,000 Advanced refunding of a portion of 2004 Bonds,
Reserve Fund
2017 Outstanding $59,465,000 Majority refunding of 2010 Bonds
2019 Outstanding © $58,065,000 Additions, extensions, and improvements to the Utilities
System
Lafayette Public Power Authority
1977 Retired $100,000,000 Finance the initial construction of Rodemacher Unit 2
1980 Retired $40,000,000 Continued construction of Rodemacher Unit 2
1981 Retired $43,200,000 Continued construction of Rodemacher Unit 2
1982 Retired $14,000,000 Continued construction of Rodemacher Unit 2
1987 Retired $88,045,000 Refunded the 1980 bonds and 1985 bonds
1993 Retired $112,525,000 Refunded the 1977 bonds, 1980 bonds, and 1987 bonds
1996 Retired $50,910,000 Refunded the 1987 bonds
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Table ES-1
Utilities System, LPPA and Communications System Bond Summary
Date Retired/ Authorized
Issued Outstanding Amount Application of Proceeds

2002 Retired $30,340,000 Refunded 1996 bonds

2003 Retired $61210,000 Refunded 1993 bonds

2007 Retired $34,045,000 Purchase of two aluminum rail car trains and other
improvements to Rodemacher Unit 2

2012 Outstanding $65,100,000 Installation of Mercury and Air Toxic Standard (MATS)
equipment, Selective Non-Catalytic Reduction (SNCR),
and other improvements to Rodemacher Unit 2

2015 Outstanding $29,035,000 Refunded $28,325,000 million of the 2007 Bonds

Communications System

2007 Retired $110,405,000 Creation of the Communications System to provide retail
telephone, cable television (CATV), and Internet service
to the residents of the City

2012 Outstanding $14,595,000 Improvements to the Communications System to
provide retail telephone, CATV, and Internet service to
the residents of the City

2015 Outstanding $91,600,000 Refunded $96,855,000 of the Series 2007 Bonds

Source: Official Statements
(1) Scheduled for delivery May 1, 2019.

The most recent bond ratings for debt issuances are included below.

The rating agencies typically review LUS and the City’s credit rating with each debt issue. If the
City or LUS has not recently issued debt (e.g. within a two-year period) the agencies will
perform a review and surveillance of the City and LUS’ performance to update their credit

ratings.

Table ES-2
Recent Bond Ratings

S&P Date of Moody’s Date of
Rating or S&P Rating or Moody’s
Bond Type Affirmation Rating @ Affirmation Rating @
LUS: Utilities Revenue Bonds 2019 4/8/2019 AA- 4/9/2019 Al
LPPA: Electric Revenue Refunding 4/8/2019 AA- 4/9/2019 Al
Bonds 2015
Communications System: Revenue 4/8/2019 A+ 4/9/2019 A2

Refunding Bonds 2015

(1) S&Pratings scale: highest: ‘AAA’, lowest ‘D’; ‘+' and *-* are used to rate relative standing within a rating category (e.g. AA+ or B-).
(2) Moody's ratings scale: highest ‘AAA’, lowest ‘C’; ‘', ‘2", and ‘3, 1 is high, 3 is low, are used to rate relative standing within a rating

category (e.g. Aal or A3).
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SECTION 1
SCOPE OF REVIEW

The Lafayette Utilities System (LUS) Electric, Water, and Wastewater Systems (collectively the
Utilities System) General Bond Ordinance and Communications System General Bond
Ordinance (collectively, the Bond Ordinances) set forth specific duties and responsibilities of
the Consulting Engineer, which include advising LUS on its appointment of a Chief Operating
Officer, providing continuous engineering counsel to the Lafayette City-Parish Consolidated
Government (Lafayette Consolidated Government or LCG) in connection with operations of
the Utilities System and Communications System, advising on rate revisions, and preparing an
annual comprehensive report (specifically, this Consulting Engineer’s Comprehensive Annual
Report or Report) on the operations of LUS and LUS Fiber after the close of each fiscal year (FY).

On February 16, 2015, LCG retained NewGen Strategies and Solutions, LLC (NewGen) as the
LUS and LUS Fiber Consulting Engineer. This Section of our Report describes the
responsibilities of the Consulting Engineer with respect to the development of a
Comprehensive Annual Report for the Utilities System and Communications System. Although
the responsibilities of the Consulting Engineer have historically not changed, the analyses
undertaken by NewGen in the performance of our due diligence review of LUS and LUS Fiber
are different from prior reviews conducted by other firms. Therefore, the organization,
content, conclusions, and recommendations contained within this Report may differ from
those included in reports prior to 2014.

LCG operates on a FY, beginning November 1%t and ending on October 31° of the following
year. Unless otherwise stated, all data in this Report is presented on an FY basis.

1.1 Requirements of Bond Ordinances

Utilities System and Communications System outstanding bonds, shown in Table ES-1, are
governed by nearly identical Bond Ordinances. The Utilities System is governed by
Article VII-Covenants of the Issuer of the Utilities System General Bond Ordinance. The
Communications System is governed by Article VIlII-General Covenants of the Issuer of the
Communications System General Bond Ordinance. The Consulting Engineer is governed by
Article VIII-Consulting Engineer of the Utilities System General Bond Ordinance and
Article IX-Consulting Engineer of the Communications System General Bond Ordinance. These
articles are pertinent to the content of this Report. A summary of each article is as follows:

Utilities System — Article VII-General Covenants of the Issuer

Article VII of the Utilities System General Bond Ordinance list 12 covenants of LUS (Issuer), as
follows:

B Section 7.1 — Operation Covenant where, among other things, the Issuer agrees to
operate the Utilities System in a businesslike manner.

NewGen _
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Section 7.2 — Maintenance of Utilities System, Disposition where, among other things,
the Issuer agrees to maintain the Utilities System and all parts thereof in good condition
and will operate the same in an efficient and economical manner.

Section 7.3 — No Competitive Facilities, The Issuer shall not hereafter construct, acquire,
or operate any plants, structures, facilities, or properties, which will provide like services
of the utility system in the Issuer and the areas currently served by the respective
systems in competition with and not as part of the Utilities System unless such
construction, acquisition, or operation, in the judgement of the Issuer, does not
materially impair the ability of the Issuer to comply with Section 5.1.

Section 7.4 — Obligation to Connect Sewerage Users where, among other things, the
Issuer agrees to require every owner, tenant, or occupant of each lot or parcel of land
to connect with the Utilities system and to cease to use any other method for the
disposal of sewage, sewage water, or other polluting matter.

Section 7.5 — No Free Service where, among other things, the Issuer will not permit free
water, electricity, or sewage service to be supplied by the Utilities System.

Section 7.6 — Operating Budget where, among other things, before the first day of each
FY the Governing Body shall prepare, approve, and adopt in the manner prescribed by
law....a detailed budget of the Revenues, Bond Service Requirement,...and Cost of
Operations and Maintenance (O&M) for the next succeeding FY.

Section 7.7 — Rate Covenant where, among other things, the Issuer will fix, charge, and
collects such rates, rentals, fees, and charges for the use of and for the services and
products provided by the Utilities System. The Issuer shall maintain a 1.0 DSCR.

Section 7.8 — Books and Records where, among other things, the Issuer shall keep
separately identifiable financial books, records, accounts, and data concerning the
operation of the Utilities System.

Section 7.9 — Reports and Annual Audits where, among other things, the Issuer shall
require that an annual audit of the accounts and records with respect to the Utilities
System be completed as soon as reasonably practicable at the end of the FY by a
qualified independent certified public accountant.

Section 7.10 — Insurance and Condemnation Awards where, among other things, the
Issuer shall carry adequate fire, windstorm, explosion, and other hazard insurance on
the components of the Utilities System. The Issuer may, upon appropriate
authorization by its Governing Body, self-insure against such risks on a sound actuarial
basis.

Section 7.11 — Enforcement of Collections where, among other things, the Issuer will
diligently enforce and collect the fees, rates, rentals, and other charges for the use of
the products, services, and facilities of the Utilities System.

Section 7.12 — Additions to Utilities System where, among other things, the Issuer may
add to the Utilities System any facilities or equipment purchased, acquired, or
constructed for the purpose of improving or renovating any element of the
then-existing Utilities System.
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Utilities System — Article VIII-Consulting Engineer

Article VIII of the Utilities System General Bond Ordinance lists three requirements of the
Consulting Engineer as follows:

B Section 8.1 — Consulting Engineer, where the Issuer shall retain a Consulting Engineer
for the purpose of providing the Issuer immediate and continuous counsel and advice
regarding the Utilities System. It shall be the further duty of the Consulting Engineer to
advise the Issuer in its appointment of a Chief Operating Officer of the Utilities System
and the Issuer agrees that it will not appoint anyone as Chief Operating Officer that has
not been approved by the Consulting Engineer.

B Section 8.2 — Comprehensive Annual Report, where the Consulting Engineer shall
prepare within 180 days after the close of each FY a comprehensive report... upon the
operations of the Communications System and the Utilities System during the preceding
year, the maintenance of the properties, the efficiency of the management of the
property, the proper and adequate keeping of books of account and record, the
adherence to budget and budgetary control provisions, the adherence to all the
provisions of the Ordinance, and all other things having a bearing upon the efficient and
profitable operations of the Communications System and the Utilities System, and shall
include whatever criticism of any phase of the operation of the Communications System
and the Utilities System the Consulting Engineer may deem proper, and such
recommendation as to changes in operation and the making of repairs, renewals,
replacements, extensions, betterments, and improvements as the Consulting Engineer
may deem proper including recommended changes in organization, pay scales, and risk
management practices. Copies of such report shall be placed on file with the Chief
Operating Officer and shall be open to inspection by any Owners of any of the Bonds.
Such report shall also contain the Consulting Engineer’s recommendations as to
personnel practices and policy and his analysis of the ability of the Utilities System to
function in the present and forecasted environments.

B Section 8.3 — Recommendation as to Rate Revision, where it shall further be the duty of
the Consulting Engineer to advise the Issuer as to any revision of rates and charges, and
the Issuer agrees to make no downward revision in it rates and charges for services
(except fuel adjustment charges), which are not approved by the Consulting Engineer.

Communications System — Article VIII-General Covenants of the Issuer

Article VIII of the Communications System General Bond Ordinance list 9 covenants of the
Issuer, as follows:

B Section 8.1 — Operation Covenant where, among other things, the Issuer agrees to
operate the Communications System and Utilities System in a businesslike manner.

B Section 8.2 — Maintenance of Communications System, Disposition where, among other
things, the Issuer agrees to maintain the Communications System and Utilities System
and all parts thereof in good condition and will operate the same in an efficient and
economical manner.

B Section 8.3 — Operating Budget where, among other things, before the first day of each
FY the Governing Body shall prepare, approve, and adopt in the manner prescribed by
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law....a detailed budget of the Revenues, Bond Service Requirement,...and Cost of O&M
for the next succeeding FY.

Section 8.4 — Rate Covenant where, among other things, the Issuer will fix, charge, and
collects such rates, rentals, fees, and charges for the use of and for the services and
products provided by the Communications System. The Issuer shall maintain a
1.0 DSCR. Should there be a Credit Event, the Issuer will fix, charge, and collects such
rates, rentals, fees, and charges for the use of and for the services and products
provided by the Utilities System to provide sufficient revenues to pay the
Communications System debt service.

Section 8.5 — Books and Records where, among other things, the Issuer shall keep
separately identifiable financial books, records, accounts, and data concerning the
operation of the Communications System.

Section 8.6 — Reports and Annual Audits where, among other things, the Issuer shall
require that an annual audit of the accounts and records with respect to the
Communications System and Utilities System be completed as soon as reasonably
practicable at the end of the FY by a qualified independent certified public accountant.

Section 8.7 — Insurance and Condemnation Awards where, among other things, the
Issuer shall carry adequate fire, windstorm, explosion, and other hazard insurance on
the components of the Communications System and Utilities System. The Issuer may,
upon appropriate authorization by its Governing Body, self-insure against such risks on
a sound actuarial basis.

Section 8.8 — Enforcement of Collections where, among other things, the Issuer will
diligently enforce and collect the fees, rates, rentals, and other charges for the use of
the products, services, and facilities of the Communications System and Utilities
System.

Section 8.9 — No Free Service where, among other things, the Issuer will not permit free
service to be supplied by the Communications System and Utilities System.

Communications System — Article IX-Consulting Engineer

Article IX of the Communications System General Bond Ordinance lists two requirements of
the Consulting Engineer as follows:

B Section 9.1 — Consulting Engineer. The Issuer shall retain a Consulting Engineer for the

purpose of providing the Issuer immediate and continuous counsel and advice
regarding the Communications System and the Utilities System.

Section 9.2 — Comprehensive Annual Report, where the Consulting Engineer shall
prepare within 180 days after the close of each FY a comprehensive report... upon the
operations of the Communications System and the Utilities System during the preceding
year, the maintenance of the properties, the efficiency of the management of the
property, the proper and adequate keeping of books of account and record, the
adherence to budget and budgetary control provisions, the adherence to all the
provisions of the Ordinance, and all other things having a bearing upon the efficient and
profitable operations of the Communications System and the Utilities System, and shall
include whatever criticism of any phase of the operation of the Communications System
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and the Utilities System the Consulting Engineer may deem proper, and such
recommendation as to changes in operation and the making of repairs, renewals,
replacements, extensions, betterments, and improvements as the Consulting Engineer
may deem proper including recommended changes in organization, pay scales, and risk
management practices. Copies of such report shall be placed on file with the Chief
Operating Officer and shall be open to inspection by any Owners of any of the Bonds.
Such report shall also contain the Consulting Engineer’'s recommendations as to
personnel practices and policy and his analysis of the ability of the Utilities System to
function in the present and forecasted environments.

Purpose of this Report

The purpose of the Report is to fulfill the Utilities System General Bond Ordinance Article VIII
and the Communications System General Bond Ordinance Article IX as described above and to
comply with Electronic Municipal Market Access (EMMA) reporting requirements. EMMA is a
resource for investors and is operated by the Municipal Securities Rulemaking Board (MSRB).
The MSRB is a primary regulator of municipal markets. The MSRB establishes rules that
securities firms, banks, and municipal advisors must follow when engaging in municipal
securities transactions and advising investors and state and local governments.
Section 8 — Continuing Disclosures with Appendix A — Continuing Disclosures-Utilities System,
Appendix B — Continuing  Disclosures-Lafayette  Public  Power  Authority  (LPPA),
Appendix C — Continuing Disclosures- Communications System, and Appendix D — Financial
and Statistical Data meet the EMMA reporting requirement.

1.2 Report Organization

Outstanding debt obligations are supported by two distinct revenue pledges. The
Utilities System’s revenues are pledged to meet debt service obligations associated with the
Utilities System Series 2010, 2012, 2017, and 2019 revenue bonds. Communications System
revenues are pledged to meet debt service obligations associated with the Communications
System Series 2012 and 2015 revenue bonds. Given these two distinct pledges, we hav