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[This is only summary/index of the meeting. 
For a complete record of the full meeting a request may be made for audio or video recordings.]

Call to Order 

The meeting was called to order at 6:00 pm by President Sowa. The pledge of allegiance was recited.
RATE HEARING


Bryck presented the four proposals presented to the Board from the FCS Group hired to analyze CRW requirements. FCS Group is performs many rate studies for water providers and has been in business since 1988. Based on a request from the 2012 CRW Citizen Rate Committee, the FY 2013 Budget Committee and the CRW Board, the District had contracted with the FCS Group to perform a cost of service study. This was completed in 2013.

The recommendation from FCS was to increase the base rate by 16% in Year One; 6.1% in Year Two through Year Four (FY 2018); 5.7% in Years Five and Six; 5.5% in Year Seven; and 3% in Year Eight. Three alternative rate recommendations were also provided: 1) Leveling increases beginning with a 9.5% increase for the first three years; 2) Increasing the use of debt with a 14% increase in Year One; followed by a 5.7% increase through Year Seven and 3% in Year Eight; and 3) No additional debt with an increase of 39% in Year One and increases aligned to the Consumer Price Index (CPI) estimated at 2.5% - 3% into future years. Using the Alternative One option, the correspondence increase in revenue is:  Year 1 - $714,000; Year 2 – $780,000; Year 3 – $850,000; Year Four - $565,000; Year Five - $600,000; Year Six – $635,000; Year Seven - $640,000; Year Eight - $370,000. The revenue schedule for the other alternatives, i.e., 16%, 14% and 39% rate increase were also presented.

Reasons for Rate Increase
Fiscal Policy:
Maintain a Capital Reserve Fund of $1,750,000

The rate increase transfers dollars to Capital Reserve Fund from $750,000 to $1,750,000 – about $250,000 per year. This fund is used to maintain, repair and replace District infrastructure. The CRW 2005 Water Master Plan update includes projects in excess of $30 million over the next 10 years to keep the plant operating and quality water delivered to customers through sufficient pipelines and in compliance with federal and state laws.
Fiscal Policy:
Maintain a General Fund balance equal to 90 days of operating costs

About 92 to 96% of CRW revenue comes from water bills unlike a City where the water fund can be supplemented with tax revenue; CRW does not assess property tax. This analysis projects 2.5% increases annually in Materials and Services and Personnel Services each year, which will require finding significant savings as we move forward. Some anticipated increases are likely to be higher than 2.5%, i.e., fuel costs, power costs, liability and health insurance premiums.
Debt Service:
Analysis projects securing additional debt in FY 2017-2018 and in FY 2019-2020 for capital projects spreading the cost over 20 years

Interest and principal payments are estimated between $300,000 and $575,000 per year. Paying interest over 20 years increases the cost of the project, but spreads these costs over more ratepayers and balances the need for debt versus higher rate increases. Debt requires covenants from bondholders that require sufficient rate levels for debt compliance. Graph indicates status of District and revenue needs.
In summary, to meet the requirements of the District, as well as its’ financial reserve policies, operating costs and debt service additional revenue was needed. Over the past 10 years, the District has not been keeping up with the demands of the system.

CRW understood no one happily pays increased rates and many of its customers are on low or fixed incomes and have been affected by the economic downturn. CRW also has been affected and is proposing rate increases to cover rising costs in items such as liability insurance, power costs, chemical costs and insurance premiums; however, the primary use of this increase in revenue is for infrastructure improvements and system maintenance.

As a public utility, CRW is required to hold a rate hearing to hear customer concerns. CRW has and will continue to make every attempt to mitigate increases while continuing to provide clean, safe water to its customers.

Sample bills were presented for different rate applications assuming approval of Rate Alternative 1: a sample bill showing the rate increase applied evenly across the base and consumption rate with an average monthly increase of $2.62 over current charges; a sample bill showing in the increase weighted more on the base and less to consumption with an average monthly increase of $3.09 over current charges; a sample bill showing all revenue on the base rate for an average monthly increase of $31.51 over current charges.
Public Comment


Tom Borkus, Ratepayer
Mr. Borkus asked why the Board wasn’t considering debt given the low interest rates. Also, if the rates increased and ratepayers lowered their consumption how would this affect revenue needed? He asked to confirm if the District could levy taxes and why so many districts were in existence.
The Board had looked into debt given the list of capital projects, however, the analysis showed the District not have the ability to repay without additional revenue. In the last 8 years the District had paid for projects out of the General Fund and had recently raised rates in 2008, 2011 and 2012Moore said the District was continually searching ways to share costs with entities like Sunrise Water Authority to offset higher increases and achieve better utilization of the treatment plant capacity. While the District had the authority to levy or assess property taxes up to this point it had not elected to do so and took a conservative approach with a ‘pay-as-you-go’ philosophy. Also, a vote of the ratepayers was required before the District could take action to levy taxes. The prevailing opinion was there were too many districts.
Bill Schulenberg, Ratepayer

Mr. Schulenberg would like to charge the Board with keeping the District strong. Water was a valuable resource compared to other services and was still affordable. He would like the Board to build the infrastructure required as well as maintain a solid rate foundation to keep the District strong. He recognized this was a big burden.

Warren Mitchell
Mr. Mitchell asked about the ORS 190 with SWA, the reservoirs, if there would be a commercial increase or any additional capital projects associated with the $42 million plan. 

The rate increase being proposed showed of the $714,000 received in Year One is spread across all rate categories with the exception of the wholesale rates. The rate would receive an increase based on the annual CPI and the District did a true-up as well at the end of the fiscal year when financial statements were completed. This rate increase applied to residential, commercial and industrial. Also, the 152nd reservoir had not yet been built but the plan was to share costs with another entity so ratepayers did not bear all the costs. Another reservoir on the south side was planned and a cost-sharing plan with Oregon City was also the intent. [It was difficult to ascertain if the updated CRW Water Master Plan at $50 million was being referenced or the 8-10-year capital project plan being referenced at the estimated cost of $32 million].

Moore summarized for the ratepayers in attendance that while there may be performance items they were not pleased with, like the rate increase, there were many items where the District had performed well. The District had not purchased any new vehicles or major equipment since 2008, added additional staff since 2000. There had been excessive legal expenses, but these expenses had been absorbed through existing operational funds. The Administration building was shared with the NW Veterinary Clinic and they paid 50% of the rent on the facility. When the expanded their space, CRW consolidated its space and the Clinic paid the relocation expense and any required equipment was used equipment. Regarding bonding, all the maintenance and costs for infrastructure have come from the General Fund instead of bonded debt. Over the last several years where there had been other economic increases experienced by consumers, CRW had paid for out of existing operations. CRW had also been the only District without a partner; the District now had a partner through SWA to share costs. These were some of the items that CRW had done to operate the District as inexpensively as possible. CRW had no water quality or compliance issues and would be celebrating its 50-year old treatment plant that had produced high quality water during this time.
Bryck has received about a dozen emails from other ratepayers, not in attendance, and summarized their input. Five ratepayers were not in favor of a rate increase because they had received enough information or it was a personal budgetary concern. Another ratepayer felt the District had not sufficiently planned for the required capital outlay and maintenance. Another ratepayer, a small business owner, were concerned about the impact on their business and asked what cost cutting measures had been done. Bryck commented that in addition to what had already been mentioned, the District had refunded its outstanding bond issue in 2009 for the lower interest rate and since that time, this had saved the District nearly $600,000. Another ratepayer loved the water and would pay far more in order to drink it. From all input received, some felt that CRW was operating the District well and like the product – water.
Cyndi Lewis-Wolfram

Ms. Lewis-Wolfram had watched the District since 2007 go from not having a plan to stabilize rates to a plan to create efficiencies by partnering with Sunrise Water Authority and the beginning of taking a modern approach to keeping cost of water down due to economic realities. She was proud to be a member of this District. She had listened to the discussion and as a North Clackamas CPO member had also had received positive comments. Having great water meant that we needed to continue to produce great water in the long-term by having a strong structure. She thanked the Board for their strength and purpose they brought to the job because they had to look at more than just the immediate needs of some ratepayers. She appreciated what Lee Moore said on what the District had accomplished in the last 8-9 years.  

Kalani said information could be found on the website or ratepayers could contact Staff. Humberston also offered to have a coffee session with any ratepayer(s) who had questions if this was a more comfortable format.
Meeting adjourned at 6:40 pm
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