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NOTICE OF JOINT WORK SESSION
Nofice is hereby given that the Las Cruces City Council will hold a Joint Work Session
with the Hatch Village Board of Trustees on Monday, September 14, 2009, at 1:00

p.m. The Joint Work Session is to be held in the City Council Chambers, 200 N.
Church Street.

AGENDA

1. Rio Grande Natural Gas Association Task Force Update.

Esther Martinez, CMC
City Clerk

If you need an accommodation for a disability to enable you to fully participate in this
event, please contact us 48 hours before the event at 541-2115/v or 541-2182/ty.

Posted: September 9, 2009



Rio Grande Natural Gas Association
Task Force Update



Rio Grande Natural Gas Association
Joint Owners Work Session

RGNGA Task Force Update

Presentation prepared by Larry Blank, Ph.D.

September 14, 2009



Larry Blank

Dr. Blank is a Volunteer Task Force Member Appointed
by the Village of Hatch.

NMSU Associate Professor of Economics with a
specialization in public utilities.

NMSU encourages community outreach activities by
faculty.

NMSU Center for Public Utilities has trained thousands
of professionals from across the U.S. with programs
endorsed by the National Association of Regulatory
Utility Commissioners.

In addition to teaching and training, Dr. Blank has
worked on cases involving over 150 utility systems.



Preliminary Task Force
Recommendation for Reorganization

* Rio Grande Natural Gas Association
(RGNGA) currently has about 334
commercial customers and 14,721
residential customers.

e Suggested reorganization would transfer
about 93 commercial customers and 6,000
residential customers away from RGNGA
to Las Cruces utility service.

e Las Cruces would retain 10% ownership in
the “new” RGNGA.



Geographic Areas under Consideration --
RGNGA customers to be transferred to
Las Cruces

* All of the East Mesa including NASA.

* The Las Cruces Industrial Park including
F&A Dairy.

* Other areas in which the City of Las
Cruces can legally serve.



Geographic Areas NOT Included in
Transfer under Consideration

* North and South Valley remains in
RGNGA.

* Mesilla and Picacho Hills customers would
remain with RGNGA.

* Ownership mix in “New” RGNGA
—10% Las Cruces
— 90% Hatch



RGNGA Task Force Preliminary Reorganization

RGNGA Joint Owners Meeting Monday, Sep. 14, 2009

. Estimated Customer
Line Number of
Present Value Volume
No. Customers
Summary (Mcf)
1 Total Present Value (PV) of Current RGNGA $15,074,230
(net of outstanding debt)
Las Cruces Present Value (PV) Summary
2 PV of Commercial Cust. Transferred to LC $3,856,809 93 271,222
3 PV of Residential Cust. Transferred to LC $4,179,325 5,898 293,902
4 10% LC Ownership in New RGNGA $703,810
5 Other Compensation (to) from RGNGA ($1,202,829)
6 Total LC PV $7,637,115 565,124
Hatch Present Value {(PV) Summary
7  90% PV of New RGNGA Commercial Cust. $1,944,025 241 151,899
8 90% PV of New RGNGA Residential Cust. $5,470,261 8,723 427,427
9 90% Outstanding Debt ($1,080,000)
10 Other Compensation to (from) RGNGA $1,202,829
11 Total Hatch PV $7,5637,115 579,326
12 Total PV LC and Hatch $15,074,230

(Line No. 12 should match Line No. 1)



Notes on Present Value Estimates

Although these estimates have gone through
several rounds of revision, they are still subject
to change.

Only a starting point for possible negotiation
between Las Cruces and Hatch

There may be other issues not captured by the
present value numbers.

“Other Compensation to RGNGA” may include
retirement of outstanding RGNGA debt (about
$1.2 million).



Next Steps
for Continued Consideration

* Assess the viability of the “new” RGNGA

-~ Retain a consulting firm?
— New operational and fiscal agent responsibilities.
— Projected total cost of service and customer rates.

e Debt Retirement Research
— City of Las Cruces

* Legal and Contractual Research by RGNGA and
Las Cruces

— NASA and any other Federal Contracts
— State Statutes and Regulations



Phase-in

e At the appropriate time, the Task Force
and/or consultant should develop a
transition plan for the “New” RGNGA.

e Possible phase-in of transfer to Las
Cruces service.

e Possible phase-in of RGNGA operation,
maintenance and fiscal agent
responsibilities.



End of Presentation
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