ARCH CAPE WATER & SANITARY DISTRICTS BUDGET
COMMITTEE - FISCAL 2017 — 2018 DRAFT MINUTES

21 April 2017

The following members were present on behalf of their respective districts.

Water District: Virginia Birkby, Director — President
Debra Birkby, Director - Treasurer
Ron Schiffman, Director
Dan Seifer, Director
Cathy D’Onofrio, Arch Cape Community
Richard D’Onofrio, Arch Cape Community
Diane Matson, Arch Cape Community
Mike Wood, Arch Cape Community

Sanitary District: Darr Tindall, Director - President
Virginia Birkby, Director - Vice-President
Debra Birkby, Director - Treasurer
Ron Schiffman, Director
Casey Short, Director
Cathy D’Onofrio, Arch Cape Community
Richard D’Onofrio, Arch Cape Community
Diane Matson, Arch Cape Community
Mike Wood, Arch Cape Community

Staff: Phil Chick, District Manager
Steve Hill, Secretary

Ms. Virginia opened the meeting at 4:04pm.

Election of Budget Committee Chairman: Mr. Ron Schiffman nominated Mr. Casey Short
as Budget Committee Chairman which was seconded by Ms. Debra Birkby. All in favor
(AIF).

Appointment of Budget Officer: Ms. Debra Birkby moved the appointment of Mr. Phil
Chick as Budget Officer which was seconded by Ms. Darr Tindall. AIF.

Publishing of Budget Message: Mr. Phil Chick reviewed his 2017-18 Fiscal Budget
Message (attached) with the committee.

Consideration of Proposed 2017-18 Fiscal Budgets: Mr. Hill explained that version 1 of
the staff proposed budget would be reviewed at this meeting and the results reflected in the
version 2 column which would be forwarded to the committee for their continued
consideration and modification at the next meeting taking place on May 5" The expectation
is for a budget committee recommendation for a 2017-18 Fiscal Budget adoption including
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final adoption of any recommended resolution revising rates at the May 19, 2017 regular
meetings.

Water District: The Long Range Financial Plan (LRFP) for the district was
reviewed first for general plan assumptions, progressive rate adjustments and
expected capital expenditures. Version 1 of the proposed budget from staff was then
reviewed with the following actions taken.

e Addition of an expense line item entitled “Watershed’.

e Addition of a note explaining the makeup of the miscellaneous revenue source
of $1,400 in the general fund comprised of two planned $700 meter connection fees
for new customer hookups.

° Establish a 15% of Total Operating Expense Contingency amount of $43,000.
o Mr. Hill to report back to the committee regarding a capitalization threshold.

o Move $20K reserve for a replacement truck to expense for 2017-18.

Sanitary District: The LRFP for the district was reviewed first for general plan
assumptions, progressive rate adjustments and expected capital expenditures.
Version 1 of the proposed budget from staff was then reviewed with the following
actions taken.

° Establish a 15% of Total Operating Expense Contingency amount of $37,000.
e Move $20K reserve for a replacement truck to expense for 2017-18.
° Provide written alternatives to the increase of I & I expense to $10K

Interest was expressed in providing emergency toilets at the fire hall in the event of
community need. Mr. Seifer moved that the budget committee recommend to the
water district board that rates be increased such that an additional $100 was raised per
customer per year which was seconded by Mr. Schiffman. All voted no. The motion
failed.

Sanitary District 2017-18 Budget Public Hearing: Mr. Short opened the public hearing at

5:50pm to take comments or questions from the public and hearing none closed the hearing
at 5:51pm.

The meeting was recessed by Mr. Casey Short at 5:55pm to be reconvened at 4:00pm May 5,
2017 with an expression of thanks to the participants.

Respectfully submitted,

Attest %‘91 Vé‘o/

Mr. Casey Short, Committee Chairman




Budget Messaqge 2017-18

Arch Cape Domestic Water Supply District
32065 East Shingle Mill Lane

Arch Cape, OR 97102

503-436-2790

April 17, 2017

I am pleased to present the Fiscal Year 2017-18 budget to the Arch Cape Domestic Water Supply District Budget
Committee, Board of Commissioners, and Public. The budget message is a brief synopsis of the District’s financial
plan for the coming year, as well as its relationship to the past and future financial needs of the District.

The 2017-18 proposed budget was developed using historical operational figures, previous years revenue collected
through the Intergovernmental Agreement (1.G.A.) with the Sanitary District, and long-range financial planning
estimates developed by staff and the Board. The District prepares its budget using the modified cash basis of
accounting. There are no changes in the method by which the District carries out its fiscal duties. The District’s
financial condition remains secure due to steady account revenues, a solid reserve fund, and the collaborative
planning and management efforts of Board and Staff. The proposed budget identifies no rate increases for the
coming year.

Fiscal Year 2017-18

The budget is presented in a fund by fund format, itemizing Resources and Requirements for the General and
Capital Funds. The budget figures are based on the best estimate of what the District will receive and what it will
spend from July 1, 2017 to June 30, 2018.

RESOURCES

The General Fund’s main revenue resources come from user fees, excess usage charges, revenue received from the
Sanitary District through the intergovernmental agreement (1.G.A.), and debt service surcharges. The Water District
entered into an LG.A. with the Sanitary District in 2014, taking over administrative and staff support functions for
the operation and management of the Sanitary District’s facilities and operations. Revenue for 2017-18 is predicted
to see a slight increase from the previous year.

The District’s capital reserves accumulate through the collection of systems development charges which are
assessed to new homes connecting to the Water District. Staff has followed a model of 2 new connections per year
in developing the current budget and related planning documents. This assumption is crucial to developing long-
range planning for the District, and is influential in determining the timing of future rate increases and spending
needs. There is indication that 2017-18 may bring in the 2 predicted hookups to the District.

REQUIREMENTS

Total Personnel Services:
The District employs two full time staff members and contracts the services of a part-time administrative assistant.
Total Personnel Services will increase 6% in 2017-18, This increase is primarily due to increases in medical




insurance costs. The District changed its employee medical insurance provider in 2015, and is still benefitting from
an approximate savings of $15,000 per year since making this change.

Total Materials and Services

This section outlays the costs for actual operations of the district including maintenance, utilities, professional
services, and administrative support. Staff is recommending a 12% increase in Total Materials and services for FY
2017-18. This increase is mainly due to increases in the Temporary Help and Maintenance line items. Summer time
is the busiest time of the year for the District. Temporary Help has been increased to $8,000 (back in line with
previous years) in order to support staff with maintenance needs, as well as enabling staff to focus on deferred
projects. The Maintenance line item also has a significant increase, increasing from $11,000 in 2016-17 to $20,000
in 2017-18. This is due to several projects and maintenance needs planned for the coming year including interior
inspection/cleaning of the water reservoir and the purchase of a portable emergency water purification unit for the
District.

$20,000 has also been designated in the budget for the purchase of a new work truck. The green Dodge Ram has
dutifully served the District since 1999, but has been undependable as a utility truck for a couple of years. It is
hoped that a new truck will be in the fleet this summer.

Debt Profile

Since initiating the early payment of the debt on the water reservoir in 2015-16 the District currently services debt
on only one loan. The District entered into a loan agreement with [FA Business Oregon in 2011 for $536,000
repayable over 30 years to upgrade the water filtration plant.

Capital Projects and Future Plans

Two future projects have been identified in the District’s Capital Plan, with respect to future water demand. These
are the development of a second water source independent of the Shark/Asbury Creek System, and a storage
reservoir on the south end of town. The District is currently conducting a feasibility study to determine the most
suitable source of water supply for a secondary source. The study is funded by a grant received in 2016. The
development of the secondary water source is scheduled to occur in 2018-19. The South Storage Reservoir is
tentatively scheduled for 2027-28. Membrane replacement at the treatment plant is planned for 2025-26. However,
a clearer picture of a membrane replacement schedule will develop in the next few years, and this time frame may
be extended.

Although not directly identified in the current budget, the District is currently considering the idea of partnering
with like-minded organizations to foster the protection of Arch Cape’s drinking watershed.

The property comprising the watershed was purchased by a private company in November 2016. I am encouraged
for the potential of enhanced watershed management and protection measures that may develop in the future.

Summary:

I believe that this is a responsible budget. It allows the District to maintain or improve current levels of service
while considering long term needs and challenges and their financial impacts. The attached documents provide a
breakdown of the proposed budget, as well as examine future projects and the financial assumptions necessary for
their completion.

I look forward to the budget process and working with you all, as the District plans for FY 2017-18 and beyond.
Sincerely,

Phil Chick

District Manager




Budget Message 2017-18

Arch Cape Sanitary District
32065 East Shingle Mill Lane
Arch Cape, OR 97102
503-368-5193

April 17, 2017

I am pleased to present the Fiscal Year 2017-18 budget to the Arch Cape Sanitary District Budget
Committee, Board of Directors, and Public. The budget message is a brief synopsis of the District’s
financial plan for the coming year, as well as its relationship to the past and future financial needs of the
District.

The 2017-18 proposed budget was developed using historical operational figures, projections derived from
the previous year’s Intergovernmental Agreement (L.G.A.) with the Water District, and long-range financial
planning estimates developed by staff and the Board. The District prepares its budget using the modified
cash basis of accounting. There are no changes in the method by which the District carries out its fiscal
duties. The District’s financial condition relies upon steady account revenues, a solid reserve fund, and the
collaborative planning and management efforts of Board and Staff.

The major challenge of the District will be in providing for the replacement of essential treatment plant
equipment when it comes to the end of its useful life. A rate increase was made in the previous year’s
budget to begin reserving funds for replacement of the membranes at the treatment plant. The proposed
budget for FY 2017-18 identifies no rate increases for the coming year.

Fiscal Year 2017-18

The budget is presented in a fund by fund format, itemizing Resources and Requirements for the General
and Capital Funds. The budget figures are based on the best estimate of what the District will receive and
what it will spend from July 1, 2017 to June 30, 2018.

RESOQURCES

The General Fund’s main revenue resources come from user fees, property taxes, debt service surcharges,
and excess usage fees. The District is estimating $134,680 in property tax receipts for 2017-18. Revenue for
2017-18 is predicted to see a slight decrease from the previous year.

The District’s capital reserves accumulate through the collection of systems development charges which are
assessed to new homes connecting to the Sanitary District. Staff has followed a model of 2 new connections
per year in developing the current budget and related planning documents. This assumption is crucial to
developing long-range planning for the District, and is influential in determining the timing of future rate
increases and spending needs. There is indication that 2017-18 may bring in the 2 predicted hookups to the
District.



REQUIREMENTS

Total Personnel Services:
Total Personnel Services costs fall under the budget of the Water District, as a function of the
intergovernmental agreement (L.G.A.) between the Water and Sanitary Districts.

Total Materials and Services:

Total Materials and Services outlays the costs for actual operations of the district including maintenance,
utilities, professional services, and Water District .G.A. charges Staff is recommendmg an 8% increase in
Total Materials and services for FY 2017-18. This increase is mainly due to increases in the Water District
L.G.A. Charges and Infiltration and Inflow line items.

The Sanitary District entered into an L.G.A. with the Water District in 2014. The Sanitary District contracts
the services of the Water District for administrative and staff support functions for the operation and
management of the Sanitary District’s facilities and operations. It is ant1c1pated that the Sanitary District
will require more support from the Water District in the coming year, increasing the 1.G.A. fees that the
Water District charges to the Sanitary District. The 2017-18 Budget also proposes increasing the Infiltration
and Inflow (I & 1) line item from $1,000 to $10,000 (back in line with previous years). Although the
District made much progress in eliminating I & Iin 2014, heavy rains still bring excessive flows into the
treatment plant. The past two winters have been especially wet. It is hoped that the longevity of the life of
the membranes at the treatment plant can be extended if I & I can be reduced. Plans to reduce I & I for the
coming year include conducting smoke testing to identify sources of inflow from roof drains and other
illegal connections to the collection system.

$20,000 has also been designated in the budget for the purchase of a new work truck. The green Dodge Ram
has dutifully served the District since 1999, but has been undependable as a utility truck for a couple of
years. It is hoped that a new truck will be in the fleet this summer.

Debt Profile:

The Sanitary District currently services debt on four loans: Irrigation Site, Facility Engineering,
Wastewater Treatment Plant Upgrade, and I & I improvements. These loans are scheduled to be retired in
2022, 2026, 2040, and 2038. The practice of funding future Capital projects through user rates has been
modeled in the Long Range Financial Plan for the District, which has been included in the budget materials
distributed to the Budget Committee and available to the Public.

Capital Projects and Future Plans:

Future Capital projects have been identified in the documents included with the Budget Message. One of the
major expenses of the Sanitary District in the coming years will be to replace 75% of the membranes at the
wastewater treatment plant. The original membranes have exhausted over half of their useful life.
Membrane replacement is identified in year 2019-20 of the Capital Plan. Upgrading the treatment plant’s
SCADA operating system is also scheduled during this time frame. The Main Lift Station upgrade and
generator replacement has been extended to 2022-23.

Summary:

I believe that this is a responsible budget. It allows the District to maintain or improve current levels of
service while considering the type of long term needs and challenges that are posed to every wastewater
utility. The attached documents provide a breakdown of the proposed budget, as well as examine the future
projects and the financial assumptions necessary for their completion.

I look forward to the budget process and working with you all, as the District plans for FY 2017-18 and
beyond.

Sincerely,
Phil Chick
District Manager
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ARCH CAPE WATER DISTRICT
LONG RANGE FINANCIAL PLAN

KEY ASSUMPTIONS:

2 Hookups per year

Expense allocation: Blended 55.5% Sanitary

Expense growth: 2% growing to 4%

Rates adjusted to retain approximately 1/6th Op Ex on hand
No loans for capital projects

User rates adjusted for Op Ex needs and Capital Expenses

Rate increased to $148:2018-19
Rate increased to $152:2021-22
Rate increased to $171 :2024-25

CAPITAL EXPENDITURE:

S20K Truck: 2017-18

$80K Second Water Source : 2018-19

S20K Storage Planning / Preliminary Design : 2025-26

$70K Membrane Replacement : 2025-26

$280K South Reservoir Construction : 2027-28
(Includes S40K Grant)

e S80K Membrane Replacement : 2034-35
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