City Council Special Work Session
January 13, 2020

The City Council of the City of Elizabeth City met in a special called work session on
Monday, January 13, 2020, in Council Chambers, located on the 2" floor of the Municipal
Administration Building, 306 E. Colonial Avenue, Elizabeth City, NC.

MEMBERS PRESENT: Mayor Bettie Parker
Councilman Kem Spence
Mayor Pro Tem Johnnie Walton
Councilman Billy Caudle
Councilwoman Jeannie Young
Councilman Darius Horton (arrived at 5:51 p.m.)
Councilman Michael Brooks
Councilman Gabriel Adkins (arrived at 5:51 p.m.)
Councilman Chris Ruffieux

MEMBERS ABSENT: None

OTHERS PRESENT: City Manager Rich Olson
City Attorney Bill Morgan
Finance Director Suzanne Tungate
Police Captain Larry James
Interim Electric Superintendent Bob Vannoy
Assistant City Manager Angela Cole
Human Resources Director Montiqgue McClary
Public Utilities Assistant Director Amanda Boone
Parks and Recreation Jeff Simpson
Deputy Fire Chief Chris Carver
ECDI Director Debbie Malenfant
IT Director Matthew Simpson
Grants Management Administrator Jon Hawley
ECPCEDC Director Christian Lockamy
Load Management Specialist Ricky Albertson
Community Development Director Carter Thompson
City Clerk April Onley
Deputy City Clerk Doris Walton

The City Council special called work session was called to order by Mayor Bettie Parker
at 5:30 p.m. Mayor Parker welcomed everyone to the meeting and recognized
Councilman Spence to give the invocation, followed by the Pledge of Allegiance.

1. Statement of Disclosure:

The City Clerk read the Statement of Disclosure. No conflict of interest disclosures
regarding items listed on the agenda were made.

2. Presentation / Discussion — Smart Metering Packages / Contracts /
Cost Benefit Analysis:

Mayor Parker recognized City Manager Olson to present the matter at hand. Mr. Olson
advised the Council that the smart metering project had been in the works throughout
multiple phases throughout the last eight years. He noted that based on the “30,000 foot”
presentation during the Finance Committee and the questions it generated, another
memo had been distributed to the Council following that meeting. He added that a special
link had been created on the City’s website, which allowed for viewing of all staff memos
and communications on the project, as well as each of the numerous contracts associated
with both the electric and water smart metering projects.



Mr. Olson invited Assistant Manager Angela Cole to the podium to begin the presentation.
Ms, Cole greeted the Council and thanked them for their visioning, discussing, debate,
critical thinking, and decision to support implementation of the smart metering program.
She stated that “we are about to enter a paradigm shift, and instead of sitting on the
sidelines, we want to go all in.” She added that she wanted the Council and the citizens
of Elizabeth City to understand the great effort that had been put into these projects. She
opined that the plan that would be presented this evening was what executive and
professional staff determined was the best plan and route for the City, although she did
not want it to appear as “a line in the sand.”

Ms. Cole introduced the professional staff who had been integral in conducting research
and preparing the project, as well as visitors PJ Rehm of ElectriCities and Costa
Apostolakis, founder and CEO of Nexgrid. She reiterated that everything being presented
during this meeting would also be available on the City’s website under News and
Announcements. She recapped that during the Finance Committee presentation, staff
had provided a smart metering overview with project summaries, the return on
investments, as well as a question and answer period that included requests for additional
information from the Council. She noted that staff’s responses to Council’s requests were
communicated via email correspondence on Friday, which included fund balances, the
LGC’s meeting schedule, vendor portals, and details on service interruption during the
project installations.

Ms. Cole explained that the Power Point presentation would include an overview of the
integration of smart meters, communications networks, and software that enabled two-
way communications. She stated that smart meters use cellular communications to
provide remote readings that are highly accurate. She pointed out that smart meter data
is fully accessible online through the Tyler portal to customers, which allows them to take
a more active role in their consumption by giving them the data to be able to monitor,
understand, and plan.

Mayor Pro Walton interjected that he may have overlooked the additional information
distributed on Friday and asked what the totals were in the general fund, electric, and
water. Assistant City Manager Cole responded that general fund was not addressed, but
that electric and water were provided. City Manager Olson stated that the electric balance
was roughly $7 million and water was about $1.6 million. He added that he believed the
general fund was $4.3 million. Councilman Walton asked if $4 million was low for the
general fund. City Manager Olson replied that the City was doing extremely well in the
general fund. Mayor Pro Tem Walton continued that he believed the Council had given
the City Manager direction to advise them any time the general fund dipped below $5
million. Mr. Olson responded that the direction was that he must advise whenever the
electric fund was below $5 million, not the general.

Assistant Manager Cole explained that the goal was to migrate away from the current
meters, which are AMA and only capable of one-way communication to AMI meters,
which are two-way. She stated that two-way communication meant that the meters would
be able to transmit their data to our system, which would eliminate most in-the-field
reading. She noted that the smart meters would use cellular communication, which
provided much more accurate readings. She pointed out that the water smart metering
project would be integrated with the Beacon system and Badger meters. She reminded
the Council that they had received several presentations and demonstrations by Public
Utilities Director Amanda Boone, which illustrated the meters themselves, as well as the
process for integration. She provided screen shots that displayed the information meter
technicians and customer service staff would see when they utilized the Beacon system.
She noted that this process would be a “turn-key” operation, using the services of Utility
Management Services (UMS), who would be completing the meter installation, providing
the inventory management, the network validation, the community outreach toolkit,
customer education, and a one-year workmanship warranty. She noted they also had
their own customer portal that would provide a different user interface, but staff intended
to provide a “one-stop shop” for this within the Tyler portal itself, although Tyler would
allow links within its portal to both Nexgrid and Beacon if the customer was interested in
more raw data.



Councilman Ruffieux asked if the functionality Ms. Cole had just described was native to
the Tyler system’s portal already or if it was being developed for later release. Ms. Cole
replied that it was indeed native. City Manager Olson interjected that one of the
challenges staff faced was that each company offered their own portal and individualized
user interface. He added that staff had worked with Tyler to have these combined, but
understood that some customers may want to be able to take a deeper dive into their
usage and information, which would be allowed through the additional links into the
various databases.

Ms. Cole invited PJ Rehm of ElectriCities and Costa Apostolakis, founder and CEO of
Nexgrid to begin their overview and presentation. Mr. Apostolakis greeted the Council
and walked them through several prepared slides. He advised that if any member of the
Council had more in depth questions on Nexgrid, he would be able to answer in detail.
He pointed out that Nexgrid provided the entire turn-key package, including meters and
gateways. Councilwoman Young questioned how many gateways and repeaters would
be placed on the telephone poles within the City. Mr. Apostolakis explained that he
believed the proposal offered between 200 and 300. He added that if the City wished to
extend the mesh network, it could be added to, and it was a very simple process.

Councilman Brooks asked if there was an advantage to having additional repeaters. Mr.
Apostolakis replied that the system, as designed, would have at least five redundant
paths, which would save the City from having a single point of failure. He explained that
the more repeaters that were added to the mesh network, the stronger it would be
because redundancy could be increased dramatically. He added that there was no
operator of the system, just a chain of servers, which was basically the same method by
which the internet works. He explained that smart metering had many more benefits than
just new meters, including automated meter reading; power grid management;
transformer monitoring; outage management; remote disconnect; voltage optimization;
load balancing; and street light management. He pointed out that although overall the City
would need require fewer meter readers, systems analysts for the new data would still be
needed. Additionally, he noted that the City of Elizabeth City currently had no “real time”
data for power outages; citizens had to call in and report their power out. With smart
metering, the system would immediately know where power was out, how many people
were affected by the outage, and when it was restored.

Mr. Apostolakis continued that the Nexgrid system did much more than just read the
meters; it assessed 70 points of data, stored it in local memory, which saved information
from being lost in the event that there was a communication outage. He stated that even
if the communications were down for a week, the information would not be lost. This
would prevent meters from ever needing to be “estimated.” He advised the Council that
Nexgrid also had the highest cryptographic certification, was NIST compliant and FIPS
140-2, which was required to deploy on military bases.

Councilman Ruffieux asked what type of security measures were built in to prevent or
stop denial of service attacked. Mr. Apostolakis responded that denial of service attacks
could occur in multiple places; the City of Elizabeth City had elected to be Cloud hosted,
and there was a separate denial of service there based on the IP address and the string
of data. He pointed out that if someone attempted to access without the correct encrypted
format, the system would stop it and refuse to accept the data. He added that the server
would be blocked “all the way down” from any devices that were not associated with the
City of Elizabeth City; devices themselves would shut down if they received information
that was not compliant.

Mr. Apostolakis advised that Nexgrid offered multi-vendor support for the meters, which
meant that any brand of smart meter would be compatible with it. He explained that this
meant the meters could be mixed and matched and it made the system “future proof,”
meaning new meter brands could be introduced or exchanged without being problematic.
He added that nothing was “proprietary”; everything conformed to industry standards for
ease of operation. He continued by explaining that the Nexgrid system supports
numerous methods of integration to third-party software including MultiSpeak; DNP-3;
Web Services API; flat file exchange; FTP file exchange; as well as integration with all
major billing systems. He said that Nexgrid was already directly integrated with the Tyler
system.



Mayor Pro Tem Walton asked for the five most popular meters. Mr. Apostolakis replied
that he believed Itron, Aclara (formerly GE), Landis+Gyr, Vision, Elster, and Sensus,
although Elster and Sensus are proprietary to themselves, which meant that if you bought
their meters you also had to buy their wireless devices. Mayor Pro Tem Walton asked
which meter the City of Elizabeth City was considering; and Mr. Apostolakis replied that
it was Alcara, and in his opinion, that was the best meter available. He added that Nexgrid
did not pick meters for utilities; they were encouraged to pick the best meter for their
purposes, since Nexgrid could work with any meter. He opined that Aclara was the best
meter for the vast amount of data. Mayor Pro Tem Walton asked how many meters could
be on one system. Mr. Apostolakis responded that it was unlimited, as it was a cell
design, and as it grew, more cells could be added. He furthered that since it was Cloud
hosted, more servers could be added as needed.

Mayor Pro Tem Walton expressed concern about the possibility of the system getting
hacked. Mr. Apostolakis concurred that hacking was always worrisome, but explained
that most hacking is typically done within the system itself and not from outside the
system, meaning the likelihood was very minimal. He noted that it was important that
employees received proper training and in-house security checks. He added that
everything is logged and timestamped.

Councilman Ruffieux asked if Mr. Rehm could expound on system availability and
geographic natural disaster recovery. Mr. Rehm replied that for disaster recovery,
ElectriCities did have a co-location. He noted that daily backups were performed, and
there was a service agreement that illustrated timelines for expected recovery times. He
said that new IP addresses were introduced individually through the firewall and quarterly
cyber security training, penetration tests, and audits were performed on their servers. He
pointed out that ElectriCities hosted over 10 billing systems and 15 deployments with
Nexgrid currently, as well as their own corporate network.

City Manager Olson explained that IT Director Matthew Simpson had advised early on in
the smart metering discussions that being hosted by ElectriCities would be a safer route
for the City. Mayor Pro Tem Walton asked if ElectriCities was currently hosting the City’s
pilot program with Nexgrid; and Mr. Rehm replied that they were. Mayor Pro Tem Walton
asked if there had been many issues with the pilot. Mr. Rehm responded that there were
no issues that he was aware of.

Councilman Ruffieux asked if Elizabeth City would be part of a multi-tenant environment.
Mr. Rehm replied that he believed it was separate. Mr. Apostolakis concurred that
everything was separate, as Nexgrid did not allow sharing for security reasons.

Assistant Manager Cole provided the Council with a tentative deployment schedule,
which was based on meters being received in mid-April 2020. She invited Load
Management Specialist Ricky Albertson, Interim Electric Superintendent Bob Vannoy,
Finance Director Suzanne Tungate, and Data Processing Manager Alicia Steward to
approach the podium to explain the process staff intended to take for the installation
process. Mr. Albertson explained that staff would not just be “running out and changing
out meters.” He said there were 62 routes, divided into four reading cycles; when the
routes were read by the meter readers, the change-out company would be coming in
behind them to change out the meters. He advised that the change-out process would
involve photographs of the meter before and after, as well as electronic data to validate.
He assured the Council that staff would work hand-in-hand with the billing department to
verify the change-out went smoothly.

Assistant Manager Cole stated that staff asked the installers if the meters being changed
out should be stored or retained for any reason. She said the response was that they
should be kept for a short amount of time in case there was a question down the road
regarding any utility accounts, but they would be disposed of afterwards.

Public Utilities Director Boone stated that the change-out for the water meters would occur
in the same fashion as the electric, corresponding with the route read schedule. She
reminded the Council that water would take longer than electric simply because there
were more steps involved in the manual process itself. She advised that she expected a
basic change-out to take about 30 minutes, with the “worst case scenario” being a direct
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pipe to direct pipe situation that had to be disconnected from both hard ends and a
backflow prevention device being installed. She said the best case scenario would
already include a backflow prevention device, and the meter would simply be screwed
into it. Councilman Spence asked how much notice the City would be giving customers
about expected downtime for the change-out. Director Boone said staff would be able to
identify if the meter was currently in use. She pointed out that there would be a public
outreach campaign, including door hangars, and staff would be knocking on doors prior
to change-outs. She acknowledged that commercial facilities would have to be scheduled
a little bit differently. She estimated that about 30 households would be able to be
changed out per day. She said that UMS would be performing the change-outs, supplying
the City with two to three crews of two to three staff members each. She said she
expected the project to be substantially completed within eight months and fully
completed within nine.

Councilman Ruffieux asked for clarification on the process of reconciliation of data in the
billing system, as he believed it was one of the greatest risk areas. Director Boone said
it would depend on the joint effort of several departments for the mass meter change-out
process. Ms. Steward explained that through her position in the data processing
department, it was her duty to verify the accuracy of the bills. She said once the meters
were swapped out, she would ascertain that the previous reading matched the new
reading. City Manager Olson interjected the key was reconciling the new usage with the
old usage. Load Management Specialist Albertson noted the picture of the meter that
would be taken was only for backup proof of the readings and not the billing process; the
readings themselves would be entered into an iPad in the field at the time of the change-
out. Assistant Manager Cole added that the City would retain copies and ownership of
the photographs.

Mayor Pro Tem Walton asked how far back the City could look into meter readings. City
Manager Olson said that via the Logics software, the City could go back 30 years in the
historical database. Mayor Pro Tem Walton asked why the meters were going to be
retained. Mr. Olson concurred that the meters would not be kept indefinitely; probably
one to two billing cycles. He added that the meters may have a salvage value, although
it would most likely be very minimal.

Assistant Manager Cole addressed a previous question posed by Councilman Spence
regarding notice to customers for change-outs. She stated that for the electric change-
outs, Nexgen would also engage in a public outreach campaign much like the one for the
water change-outs to alert customers that their meters would be changed. She added
that a promotional education campaign would be run by the City as well to advise
customers about the coming changes and the timeline.

Ms. Cole asked Mr. Rehm to address the return on investment for the electric side. Mr.
Rehm explained that a portion of the project dealt with load management. He said that
through load management, utilities can control HVAC and water heaters within homes.
He estimated a savings by the City of $22 per kW on the monthly coincident peak. He
noted that the load management switches currently in the field were probably 20 to 25
years old; there were newer two-way switches that would be deployed that would work in
a similar manner to the smart meters. He added that load management would be phased
in over several years into the overall project.

Mr. Rehm presented the Council with a screenshot of the current Nexgrid pilot area, which
has been in progress for the last four years and contained about 100 customers, both
residential and commercial. He advised that some of the commercial meters were located
inside of buildings, and Nexgrid had been able to successfully pull readings and transport
their data the same as it had with ones located outside.

Councilman Brooks asked if City Manager Olson had been able to work out the return on
investment timeline for both the water and electric projects. Mr. Olson stated that there
was a four-year return on investment on the electric side and a 3.5 year return on the
water side, although that only included the meter swap. He explained the incidental work
that may have to be completed on the water side, which extended the ROI to an estimated
six years. Councilman Brooks praised the information that was being supplied. He said,
“the bottom line to those on the other side of the camera, what they want to know is how
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it will affect the amount that they’re paying for their electric and water now? Is there any
way to project that? Will be it better or less? Most of them tune out the flurry of
information?” Mr. Olson replied that $2.25 million was already in the budget on the electric
side and he believed that even with the project increasing to close to $3 million with the
remote disconnect meters, the City could absorb the total and not need to increase rates.
He said there would be no electrical rate increase for the customers. He pointed out that
on the water side only $1.5 million had been put in the budget and the project was much
larger. He added that he there would be no rate increase associated with the project;
however, he did believe there would be a water rate increase included in the FY 2020-
2021 budget due to improvements required at the water plant and infrastructure. He
continued that he did hope to be able to lower electrical rates in the near future, based on
some figures he’d recently reviewed, which would balance out the water rate increase.

Assistant Manager Cole directed the Council’s attention to the end of the memo, which
contained the numerous items on the list that staff was requesting for approval in order
to move forward, as follows:

e Approve Contracts and Orders for Electric Metering Integration including:
o Nexgrid Master Service / End User Agreement for Portal Access / Software
o Nexgrid Product Agreement for Meters, Backbone Hardware, and Smart

Devices
ElectriCities Service Agreement for Project Management
ElectriCities Product Agreement for DIGI celluar router
ElectriCities Service Agreement for Data Hosting
Verizon Wireless Product / Service Agreement to SIM Cards and Data
Plans

o NexGen Solutions Service Agreement for Meter and Hardware Installation

o Tyler Technologies Purchase Order for MMCO Support

o Tyler Technologies Software Agreement for Customer Portal Access

e Approve Contracts for Water Metering Integration, including:
o Beacon End User Agreement for Web-based Platform Software
o Utility Management Services Master Services Agreement for Project
Management and Installation Services

o Tyler Technologies MMCO Service
Additionally, recommend that the City Council adopt a resolution authorizing financing for
Electric Metering Integration with BB&T for $2,729,455.87; adopt a resolution authorizing
financing for Water Metering Integration with Bank of America for $5,510,760.00; and
further recommend that the City Council call for a Public Hearing to be held on January
27, 2020, directly following the public comment period, for the purpose of gathering public
input on LGC financing for the Water Metering Integration Project.

City Manager Olson advised that the City Attorney had reviewed all of the contracts, which
were available on both the City’s website and in the Clerk’s office for public inspection.

Mayor Pro Tem Walton opined that the decision on the smart metering should be tabled
because he felt it was being rushed. He stated that “it was done through the budget a
certain way and now we’re trying to put six more million dollars out there. He pointed out,
“it’'s going to be paid back over 10 years, but none of us may be on Council at that time.
We don’t know how the economy is going to go.” He asked that ECPCEDC Director
Christian Lockamy be recognized, as he requested. He requested the rules of procedure
be suspended so Mr. Lockamy could answer questions.

Motion was made by Councilman Michael Brooks to suspend the rules of
procedure.

Mayor Pro Tem Walton explained that he wanted Mr. Lockamy present because he was
an expert in the industrial field and believed he may know whether or not an economic
recession was looming. Mr. Lockamy stated that it's hard to know if a recession was
coming, although he believed there may be a market pull-back in the next several years.
Mayor Pro Tem Walton mentioned that the population of Elizabeth City had dropped
nearly 1,000 people in the last year. He opined that if a negative incident happens and
the City has millions of dollars on the line, there could be an unfavorable outcome. He
added that the bank the City was looking at financing through, Bank of America, was one
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of the banks that received a bail out several years prior. He stated that he would rather
go through BB&T, even though they quote about $4,000 more; he believed they had a
better reputation. He added that “I think there’s just too much to be involved before we
put all this money out there. There’s no need of rushing, signing contracts ... Go along
with what we’ve already budgeted.” He continued, “I think we’re moving too fast and we
need to table this until a different time.”

Motion was made by Mayor Pro Tem Walton to table the decision on smart
metering until a later time.

Councilman Brooks asked if there was a timeframe that these decisions needed to be
made. He asked if it would be possible to hold a public hearing before making final
decisions. City Manager Olson responded that it would be possible; his concern was that
the interest rates were only good for 45 days. He pointed out that the 1.78% interest rate
was exceptionally good; if delayed, the projects would have to be re-bid competitively and
was not guaranteed. Mr. Olson addressed Mayor Pro Tem Walton’s concern saying,
“This is no different than putting a pipeline in the ground. This is an infrastructure
improvement. BB&T and Bank of America, they give us the money, we just pay them
back. It's no different than your home mortgage; someone gives you money so you can
finance your home, and then you pay them back ... You have invested in your
infrastructure, in your core asset. This is technology that is guaranteed for 10, 20 years.”
Councilman Brooks agreed that the interest rate was fantastic and he understood that.
He stated that he wanted to see what the public had to say first because they had interest
in what was going on. He asked if the interest rate would potentially change between this
meeting and the public hearing at the next. Mr. Olson replied that a public hearing was a
requirement for this process anyway; it was necessary in order to finance by the LGC.
He stated that he believed the customer’s biggest concern was “Are my rates going to go
up?”; and they would not be going up for this project. Councilman Brooks agreed, and
stated that he understood technology had to progress, but reiterated that he wanted public
input prior to making a final decision.

Councilman Brooks seconded Mayor Pro Tem Walton’s motion contingent
on if he would agree to a friendly amendment declaring the decision be
tabled until a public hearing could be held.

Councilwoman Young stated that she understood it was a large amount of money for the
projects, but she believed the public would rally behind the City because it was time for
the City to move forward with technology. She noted that citizens would have a more
efficient and understandable system. She urged the Council to make a decision before
the interest rates were lost.

Councilman Ruffieux stated that he believed in the project, but had concerns about
implementing the electric and water smart meter contracts simultaneously. He advised
that he would be interested in having both projects approved, but the electric would begin
first with the water project beginning after that project reached an 80% completion rate.

Mayor Pro Tem Walton agreed with the idea of performing one project at a time. He
reiterated that new technology would not bring people to Elizabeth City. He stated, “the
people in my community, they’re not going to look at their meters like that. They want jobs
and to be able to pay their bill, not how much water and electric loss they have... We're
losing thousands of people in Elizabeth City.” He expressed displeasure with having to
make decision when “people are brought in... We need to make this decision in-house
without other people being here telling us things.”

Councilman Brooks declared that it would be “nonsense” to not update technology and
keep Elizabeth City from moving forward. He asked Mayor Pro Tem Walton to consider
his friendly amendment to table until after the public hearing.

Mayor Pro Tem Walton asked City Attorney Morgan if it would be allowable to hold a
public hearing prior to decision making. Mr. Morgan confirmed that it would.

Mayor Pro Tem Walton accepted Councilman Brooks’ friendly amendment,
making the motion to table the decision on smart metering projects until
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after a public hearing could be held during the January 27, 2020 Regular
Session. Those voting in favor of the motion were: Spence, Walton, Caudle,
Ruffieux, Brooks, Adkins, Horton, and Young. Against: None. Motion carried.

3. Adjournment:

There being no further business to be discussed, Mayor Parker adjourned the meeting at
7:09 p.m.

Bettie J. Parker
Mayor

April D. Onley
City Clerk



