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CLACKAMAS RIVER WATER BOARD OF COMMISSIONERS

SPECIAL BOARD MEETING
 BOARD INDEX OF AUDIOTAPE
March 31, 2014
	COMMISSIONERS PRESENT:
	STAFF PRESENT:

	Larry Sowa, President
	Lee Moore, General Manager

	Ken Humberston, Secretary
	Carol Bryck, Chief Financial Officer

	Hugh Kalani, Treasurer
	Bob George, District Engineer

	Dave Mc Neel
	

	
	

	Absent:  Grafton Sterling

	CRW Employees:  Rob Cummings, Suzanne Delorenzo, Karin Holzgang, Kathy Jaeger, Kham Keobounnam



VISITORS:
John Anderson, William Blanas, Nick Dienchunim (sp) John Lewis, Bill Schulenberg
Call to Order 

The meeting was called to order at 6:00 pm by President Sowa. The pledge of allegiance was recited.
MOTION:
Dave Mc Neel moved to amend the agenda to place Agenda Item #1 – Approve Rate Increase…” after Agenda Item #4 amending Res 15-2014 regarding the Oregon City right of way fee. 

The Board consented to the amendment.
Public Comment

None
Agenda Item 2.0:
Motion to Reconsider:  Billing Option for Allocating Oregon City’s Right of Way Usage Fee Approved at the March 13, 2013 Regular Board Meeting
MOTION:
Dave Mc Neel moved the Board reconsider the vote taken at the last meeting on the Oregon City usage fee. Hugh Kalani seconded the motion.

MOTION CARRIED 3-1

Ayes:

Humberston, Kalani, Mc Neel


Nays:

Sowa

Abstentions:
None

Agenda Item 3.0:
Right of Way Usage Fee Charged to CRW by the City of Oregon City:  Discuss and Review Billing Options for Fee Allocation to CRW Customers

Agenda Item 5.0
Discussion and Direction to Staff re: Legislative Solution to Right of Way Issue

MOTION:
Dave Mc Neel moved this item be tabled until the Board received more information. 


MOTION DIED FOR LACK OF SECOND
The concern was until CRW knew more about how these fees would impact the District it would not be fair to only charge the south side ratepayers of the District. Because it was unknown what other cities or the County would do with these right of way fees it was difficult to know how to allocate or assess at the moment.


Humberston asked if the intent was for the District absorb the $15,000 fee charged by Oregon City.


The motion passed at the last meeting was to charge the south side ratepayers only. The options presented were to charge 1) all ratepayers in the north and south; 2) all the ratepayers in the south side only; and 3) only the ratepayers affected who were in the “right of way” within the City limits – 206 customers. The intent of the motion was taken was to allocate the fee to south side so these ratepayers had the option to go to their City Council and address, or protest, this fee. 


The amount charged to the District by the City of Oregon City (OC) so far was only charged by Oregon City. Additionally, CRW would a fee by South Fork Water Board (SFWB) who was also being charged by Oregon City. The SFWB fee would be assessed and embedded as part of the wholesale rate and the exact amount had yet to be determined. In addition to the fees, there would be administrative costs to CRW in assessing and tracking the fee methodology going forward and these costs also had yet to be determined. CRW had been notified by other entities that they would probably also charge these fees; however, how the fee is charged may differ with each entity. 

John Lewis, Public Works Director and Resident from City of Oregon City

Mr. Lewis said the City Recorder at the City of Oregon City, had told him the minimum fee assessment was $10,000. His numbers may be incorrect, but his data showed CRW has having 10,000 to 20,000 linear feet of pipe which qualified CRW for this minimum fee. Mr. Lewis said the fee was not $15,000; rather it was $10,000 and this seemed to him a fair value for the costs often associated with pipeline relocation within the City. From several discussions, many entities did not feel they were managing their right of ways. The intent of the fee was to help the City better manage their right of ways. 
In response to Commissioner Kalani, if there was a failure in the waterline within the right of way, they would notify CRW of the needed repair. There was no mechanism for the City to take care of the repair. Eventually agreements would be in place for entities to sign for right of way usage fees. The City felt this was a way to recoup some of the associated costs.
In response to Humberston, all Oregon City utilities, including SFWB were being charged this right of way usage fee. Lewis confirmed SFWB produces water up to the reservoirs but does not deliver retail water through a distribution system and he would have to look into this idea of “CRW being double-charged.” 

Commissioner Kalani asked staff to develop a plan to mitigate these ‘right of way’ usage fees and for the plan to petition the legislature as well as the Special Districts Association of Oregon (SDAO).

Bob George would check his calculations and meet with Oregon City to determine the accepted methodology and confirm the number to be paid.

Moore summarized the discussion and said three things were on the table for consideration:  1) to decide not to act was to take no action; in this event the fee would be spread over the entire rate base; 2) the Board had directed Staff to pay the fee under protest so this decision would be reversed; and 3) CRW had requested the General Manager of SFWB provide, in writing, the costs associated with the embedded rate and to include any fees. Staff requested direction from the Board on whether CRW should absorb the fee and associated administrative costs or allocate the amount (s) based on one of the options presented.

MOTION:
Dave Mc Neel moved that these fees be spread over the entire District. Hugh Kalani seconded the motion.
Kalani felt the motion should address the letter of protest and the embedded costs.
Mc Neel confirmed the intent of his motion was to direct Staff to pay the costs to Oregon City under protest and to pass these costs, including the administrative costs, to the entire District. 

Bryck confirmed the billing format and program would have to be adjusted to accommodate the fee. Currently, the fee only included the cost of water and not the administrative costs. 

Sowa declared a possible conflict of interest. He had voted yes on the motion at the last meeting because only several hundred on the south side were affected. This motion encompassed additional ratepayers that included him. In response, the rest of the Board members weren’t sure it was a conflict, but declared a possible conflict of interest.

MOTION CARRIED 3-1


Ayes:

Humberston, Kalani, Mc Neel


Nays:

Sowa


Abstentions:
None

Agenda 4.0
Amend Resolution 15-2014:  Miscellaneous Fees and Charges for FY 2014
This motion amends the resolution approved at the prior meeting to include the right of way usage fee. Additional items that had been amended included the removal of two vehicles and added a couple of donation of assets.
This fee by Oregon City was a utility fee not a franchise fee. Legal counsel had advised that Cities can impose right of way fees. The issue in dispute before the Court is a “franchise fee.” 

MOTION:
Ken Humberston moved to adopt Resolution 15-2014 amending Miscellaneous Fees and Charges and to have this right of way usage fee, on page 4 of the resolution, reflect “to be determined” for the calculated charge. Dave Mc Neel seconded the motion.


MOTION CARRIED 3-1


Ayes:

Humberston, Kalani, Mc Neel


Nays:

Sowa


Abstentions:
None

Agenda 1.0
Adopt Resolution 18-2014:  Approve Increase and Establish Direct Water Service Rates 

MOTION:
Ken Humberston moved to adopt Resolution 18-2014 establishing direct water service rates, fees and other charges effective May 1, 2014. Hugh Kalani seconded the motion.

Mc Neel believed there were other options than those presented and had some questions.  
With regards to the amount of money charged for the consumption rate, does the $1.90 cover the District’s cost or is CRW subsidizing this rate?  

Based on prior discussion, Humberston thought Board consensus was the base rate was too low and need to be adjusted as part of a rate plan for revenue. 

Bryck obtained estimated numbers from the plant and calculated - total units of water produced, less units sold to Sunrise Water Authority (SWA), add units purchased from SFWB and units of water produced by the well (last year) to the result was net units of water produced for CRW customers. One unit of water equals 748 gallons. The average residential customer uses about 8 units per month. She then took personnel services and materials and services expenditures and subtracted one-time costs, i.e., rate study, etc., and obtained net operational expenditures and the cost per unit of water. This number did not include dollars for capital improvements, debt service and capital outlay costs. 
In response to Mc Neel, before the water is distributed to any location, the estimated cost to produce a unit of water was $0.61 cents. The wholesale rate to SWA was $0.62 cents and would increase this year by the CPI. Mc Neel asked if CRW made money on the consumption rate only and if the base rate was sufficient to distribute the water from the plant to the tap at the farthest point. 
Bryck said with 70-80% of CRW’s costs being fixed and less than 25% of the District’s rate structure coming from the fixed rate, the base rate was not sufficient to get the water distributed from the plant to the tap. She had added bonded debt and average amounts for capital improvement projects and capital outlay and calculated total rate to be $3.01 from the river to the faucet. This did not include future improvements/debt, etc. 

In response to Sowa, SWA paid their distribution costs. FCS had analyzed the portions of the distribution system used by SWA to calculate the rate. 
In response to Kalani, Byrck said CRW’s bond rating had not changed from an “A- rating”. CRW at one point had an “A rating” and Bryck had met with a bond analyst to discuss the steps to get CRW back to the S&P bond rate of “A.” Several factors were included in the bonded rate:  financial statements, future planning and rates and also infrastructure and maintenance.  
From the last rate study, FCS Group had proposed an 8-year rate plan. Their primary recommendation had been to increase rates at 16% for the 1st year then gradually reduce the increase to 3% in the 8th year. This allowed CRW to meet its financial reserve policies and transfers dollars towards capital improvements. This budget year, depending on rates, the plan was to transfer $750,000 to CIPs and add $250,000 each budget year until we reach the financial policy goal of $1,750,000 which comes from the calculated annual deprecation rate. As the infrastructure ages, this money was available to address maintenance issues. The other financial policy was to have operating cash for 90 days before revenues decreased and also to maintain a $500,000 contingency reserve. Other alternate solutions had been presented to the Board like 9.5% for the first 3 years gradually reducing the rate increase to the 3% in the 8th year - in effect leveling out rate increases over the 8-year period. While this took longer to shore up reserves, from a bond rate perspective the fact CRW had a rate plan would be important.
Mc Neel asked why the multi-family resident rate was included in the commercial/industrial rate. From his perspective, multi-family residents were similar to single residents. If a 3” meter was calculated over a sampling of 15 units, the rate should be significantly lower compared to the single residential rate. He asked to review this comparison.

In response, Bryck said CRW’s rate structure was set many years ago and was not uncommon. The usage for multi-family customers was similar to commercial/industrial customers since they don’t experience as much fluctuation as single residents. As a result they were charged on the winter rate average basis - meaning the amount of water used in winter versus the summer rate where they can use up to 150% of this rate without moving to a higher tier – Block 2. Much of the time the multi-family dwellings pay for water at the lower tier. Customers that were challenged were small farmers and nursery owners who usually paid the higher rate.  Another difference was typically these were apartment complexes with a large meter. A significant portion had a 3” meters, but there were other sizes as well. 

Mc Neel believed more work was required. He wanted information on what it cost to operate the District and whether customers were being fairly charged from the rate structure in order to determine rates. He wasn’t against a rate increase but he wasn’t sure he knew what it should be. He was leaning towards a base rate increase.

FCS had performed a complete cost of service analysis of the District looking at the rate components including maintenance, waterlines, storage, pumps stations, etc., and recommended a rate increase at 16% towards revenue. During these presentations, the Board did not have robust discussion and had not addressed or the rate structure or rate comparisons with the various customer classes. The rate recommendations were based on the existing rate structure. In the last 14 years, CRW had 4 rate increases and reserves had been spent down. Currently, there was not SDC money coming in which historically had funded capital improvement projects. Now CRW experienced a pretty big hole.


Sowa suggested adjourning the meeting and scheduling a work session to have some of these questions answered. He did not see the need for a rate increase. He was concerned about those ratepayers on fixed/low incomes.

From his understanding of Commissioner Mc Neel’s comments, Kalani said it would require an individual meter at each multi-family dwelling. And, since this wasn’t feasible, the Board needed to accept statistical analysis. As for the low income ratepayers and similar to the electric and gas utilities, he had tried to get a 501 (c) 3 to assist individuals that need assistance and couldn’t get response. 


Sowa asked the Board whether the District should bond capital improvement projects like the emergency intertie with Portland or whether they should be funded by rates. 


Bryck said in the case of bonded debt it wasn’t a matter of bonded debt or rates; the District was required to have sufficient revenue to cover revenue bonds and meet debt covenants. Currently, CRW could not borrow money to secure additional bonds without also raising rates.


Humberston said, in his conversations with ratepayers they weren’t as concerned about the cost of water as they were about rates going up, the cost of operations and the replacement and expansion of infrastructure. From his review of revenue, if the Board did nothing about the rates the District would suffer. In 2010, CRW had $12 million in the bank. By choosing “a rate option” – whatever the Board thought was reasonable – would replace this $12 million in reserves by 2022 and the Board would be meeting their financial policy and bonding requirements for building infrastructure and continue to repair and maintain the system. If the Board did nothing, CRW would continue to go backwards and the hole that had been already dug would be deeper. Soon or later, this issue had to be addressed. He was fine with looking at the rate structure as a separate issue in a future work session. If the Board determined the structure is unfair, then adjustments could be made; however, so far 7 or 8 meetings had been held on rates. By making a decision tonight, the new rate could be effective by the May 1st billing cycle. If the Board delayed a decision to July 1st, this would be two months of the $714,000 not achieved for this year and already the District would be behind. If the Board required another meeting by the end of the week in order to make a decision; this could be done. The only way to pay for and complete the capital improvement projects as outlined and prioritized was to increase rates. 

Mc Neel asked what projects were included in the next 8 years. 


George said for the next 5 years, certain County projects are mandated and were priority for the District, like the JTA and Bell Drive. He can re-present the project list to the Board. In addition, included was surveying and pre-design for projects like Hattan Road and Butterfield Road projects. In the next 2-3 years a good portion of project associated with the Carver Bridge would be complete. From the $36 million dollar South Side Concept Plan, two big projects were the 152nd/ Otty Avenue Reservoir at $10 million, and the Beavercreek reservoir with the hope that CRW could partner to share these costs. As revenue come in, reserves determine how much could or should be bonded. This was a big chunk of the 8-year rate plan.

Humberston suggested Option C for ‘leveling’ rate increases in consideration for those with fixed/low incomes, with consideration for meeting District objectives. This also included the Mc Neel’s objective for the base rate since the first three years would be directly applied to the base rate. 


Mc Neel suggested applying 50% on the base rate and 50% on the consumption rate for the remaining years.


Bryck clarified the 9.5% was calculated against the retail revenue to determine the anticipated number of $714,000 amount. Weather could change this amount. Both the base and consumption rates were considered with this increase and weighted to the base rate at 21% and just under 6% on the tiered rates (blue option). The rate increase option of 9.5% was an alternative created for the Board in response to Commissioner Humberston’s request to recalculate the rate recommended by FCS into a single digit percentage instead of double digit percentages as proposed.

Moore, in talking to Standard & Poor’s, looked at capital improvement projects and there was no revenue plan or recovery to sustain these projects. The anticipated objective was to improve the bonding rate if the Board chose to bond capital projects.


Bryck said if the Board approved the 9.5% option, in Year 1 the revenue amount was $714,000; Year 2 – 780,000; Year 3 – 850,000 in response to the 9.5%. These amounts decreased in response to the lower rate increases in subsequent years. Of the $714,000, $500,000 will immediately transfer into reserves. Additionally, because the SDC reserve fund is low and has been paying a portion of the outstanding debt, the remainder will need to go towards paying debt from the General Fund – about $250,000.
AMENDED MOTION:

Ken Humberston amended the motion to accept rate scenario Schedule C (or attachment in ‘blue’) approving a 9.5% rate increase for the first three years to the base rate only; for the remaining five years split the rate increase (5.75% for next 3 years; 5.5% - year 7; and 3% - year 8) with 50% to base rate and 50% to the consumption rate; and for Staff to look for a low income option or program. Hugh Kalani seconded the motion.


MOTION CARRIED 3-1


Ayes:

Humberston, Kalani, McNeel


Nays:

Sowa


Abstentions:
None

Agenda Item 6.0
Public Comment


None
Meeting adjourned at 8:22 pm
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