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CLACKAMAS RIVER WATER BOARD OF COMMISSIONERS

REGULAR BOARD MEETING
 BOARD INDEX OF AUDIOTAPE
May 9, 2013
	COMMISSIONERS PRESENT:
	STAFF PRESENT:


Larry Sowa, President
Lee Moore, General Manager

Ken Humberston, Secretary
Carol Bryck, Chief Financial Officer

Hugh Kalani, Treasurer
Adora Campbell, Exec Asst to the Board 

Grafton Sterling (by speakerphone)



CRW Employees:   Donn Bunyard, Rob Cummings, Suzanne DeLorenzo, Kyle Yancey,  
Kathy Jaeger, Shelly Matthews, Karen Sype
	
	

	VISITORS PRESENT:
	


Brian Ginter (MSA), Gary Kerr, Cyndi Lewis-Wolfram, Mrs. Kalani, Keith Miller, George Payne, Pat Russell,        Angie Sanchez-Veirnoche (FCS), SergeyTarasov (FCS)
	
	


Agenda Item 1.0:
Call to Order 

The meeting was called to order at 6:00pm. The pledge of allegiance was recited.
Agenda Item 2.0 
Public comment

None

Agenda Item 3.0 
Financial Solutions Consulting Group (FSC):  Presentation and Discussion 
on Outcomes from the Rate and Cost of Service Study
Sowa commented that members of the Budget Committee were in attendance.

CRW entered into a contract with FCS Consulting Group for $49,000 which was with the general manager’s financial authority. The contract was amended for an amount not-to-exceed $57,000 at the December 20, 2012 regular board meeting. This amendment allowed for two presentations to the Board of Commissioners.
Their purpose in attending this meeting is to recapture key points from the March 26, 2013 presentation and to further discuss results from the benchmarking and cost of service studies.
Brian Ginter (Murray, Smith and Associates, Inc. - MSA) presented outcomes from the benchmarking study. The intent of the study was to evaluate if the District’s system performance, staffing levels and financial performance were in-line with industry standards and other regional water providers. This study would be used to support a cost of service study to determine if water rates for CRW customers were justified. This analysis used quantifiable methods and specific performance markers using AWWA QualServe Benchmarking Program for national water and wastewater utilities as well as five regional, comparable water utilities i.e., Canby Utility, Clark Public Utilities, Oak Lodge Water District, Rockwood Water People’s Utility District and Sunrise Water Authority. Data was collected from 2012 from all groups and essentially covered the aforementioned three categories.
CRW’s water demand per customer is the second highest due to a higher ratio of non-residential accounts to residential accounts; and had a higher volume of infrastructure per the number of customer accounts as compared to many of the other providers. 

Mr. Ginter went on to summarize that CRW’s system performance was among average for main breaks and well below average for unaccounted for water loss. Given the complexity of CRW system it was difficult to identify a comparable utility to assess appropriate staffing levels; however, overall staffing levels were just slightly above average. Investment in staff training was well below the regional average but above the national average. CRW’s water demand and revenue per customer was high – slightly above the regional average - but wholesale revenue was included in the revenue calculation unlike any other provider. For CRW’s financial performance, again due to the size and complexity of the infrastructure, the O&M Budget and Capital Budget per customer account seemed at the appropriate levels. The Capital Budget for investment was lower than the regional average due to required replacement of facilities. CRW had lower than average debt ratio; this was likely the result of an aging system requiring limited capital investment to support it. Younger systems had a higher debt ratio. 
In summary, there were key differences in CRW system and it was more complex when compared to other providers. CRW had separate north and south systems:  only Clark PUD had a separated system. CRW’s system had a treated, surface water source, wholesale purchases and sales and no other provider had all three compounding data sets. 

His general statement was that CRW was in-line with other utilities and there were no significant outliers from their analysis.

Ms Angie Sanchez-Veirnoche and SergeyTarasov from FSC Group again presented revenue requirements information from rate study discussion held at the March 26th meeting, as referenced, as well as possible rate scenarios for future decision making. The program allowed for plugging in various rate scenarios or increases and the resulting impact on the customer bills and allocated funds in the budgeted financial plan. Rate design – fixed or variable rates - had not yet been completed. 
Rate percentages were not necessarily indicative of the actual increase; using the 42.75% proposed rate increase the actual amount on a customer bill might be $2.50 per month/$5.00 per bill. All CRW customers pay the base rate for the meter charge as well as consumption. 

The question for this evening was what rate was required to meet CRW’s financial obligations. If the rate was 14.25% as approved, the next step would be to complete the cost of service process by determining how the rate increase would be distributed among the different customer types/classes.
Public Comment

Pat Russell, Ratepayer

Russell had concerns the public was receiving summary data and not an actual report. He hoped the Board received a report on the information. Some of his questions related to engineering issues. On the benchmarking study, it was a good exercise to determine a five-year plan and was concerned the comparables related only to the regional providers and did not include west coast utilities facing water shortages. He believed this should be included in a plan. He would go after a 50 to a 100-year study and look at the system. He suspected the rural area facilities would require major improvements, if there were good design assumptions for higher level of service. These variables had a major impact on policy. He was concerned about the cheap wholesale rates given the treatment of water and Lake Oswego’s intent to withdraw more water from the river. He wasn’t clear on the intent of the benchmarking study and it did not include enough information on engineering long-term planning. This should be a consideration prior to raising rates.
Patricia Holloway, Ratepayer

Holloway, regarding the benchmarking study, asked if management staffing levels were included in the study. She heard a focus on retail customers but also felt wholesale rates were too low. Based on the situation with the Lake Oswego-Tigard partnership, it was uncertain if CRW was positioned to sell additional water and studies should include this long-term focus. From her review, she hadn’t heard any suggestions for a reduction in expenditures as well as the relational impact from an increase in rates to the often associated decrease in consumption. She recommended the Board consider this impact and was not in favor of loading up the base rate.
Mr. Ginter responded that the study looked at total staff for two of the three staffing level performance areas.

Cyndi Lewis-Wolfram, Ratepayer
Lewis-Wolfram thanked the Board for this rate presentation and its use as a basis for answering questions on rates. The process began well with the rate committee approving a proposed rate increase and the prior Board adopting an amendment to the proposed rate increase of 14.25%. She agreed staff should annually review expenditures for possible reductions. She supported the future rate increases as presented and projected by the rate study. Due to the economy and prior Boards’ decisions to not approve additional rate increases, needed items had been deferred. She appreciated their efforts to keep the District fiscally sound.
Agenda Item 4.0 
Approval of FY 2012-13 Audit Contract with Moss Adams


MOTION:
Ken Humberston moved to authorize the General Manager to negotiate a two-year contract extension with Moss Adams for audit services.  Hugh Kalani seconded the motion.

Humberston commented that the District had clean audits regardless of the audit firms. 


Patricia Holloway

Holloway commented in one audit year CRW experienced an embezzlement of $70,000 and received a clean 
audit opinion. The audit only indicated the financial information was accurately represented and did not 
indicate 
any underlying issues.


MOTION CARRIED 3-0


Ayes:

Humberston, Kalani, Sowa



Nays:

None 


Abstentions:
None


[Sterling could not be heard to vote due to technical difficulties]
Consent Agenda Item CA 1:
Gross Payroll and Account Paid

MOTION:
Ken Humberston moved approve the consent agenda.  Hugh Kalani seconded.


MOTION CARRIED 3-0-0


Ayes:

Humberston, Kalani, Sowa



Nays:

Sterling



Abstentions:
None


[Sterling could not be heard to vote due to technical difficulties]

Agenda Item 5.0 
Financial Report

Accounts receivable aging was at $972,556 for April 2013 was nearly equal to February 2013. Consumption was over from the prior year. Cash and investment position is $8.3 million (LGIP and checking) this doesn’t include interest in LGIP. Budget to actual numbers as of April 2013 were higher for revenue/water sales and slightly under budget in expenditures categories 75% into the budget year.  Line-Item Analysis – 3rd quarter analysis:  Personnel Services was at 68.9%; Materials and Services were at 64.4%; and Capital Outlay was at 18.2% slightly under for the current budget year.
Agenda Item 6.0: 
General Manager’s Report

Key activities: Moore attended the SDAO Conference related to legislative issues impacting metropolitan districts. So far there are 250 bills that have reached the Governor desk for signature. Out of 2500 bills presented only 1/3 was expected to pass. Of these financial issues were addressed with PERS being the big issue and House Bill 2617 requiring island annexations greater than 100 acres to go to a vote of the people affected. House Bill 2618 addressed territorial withdrawals requiring cities to demonstrate they are the service provider prior to annexation. Senate Bill 217 will mandate that anyone with water rights will pay an annual fee of $100.00 to the WRD: Met with SWA, CRW and City of Happy Valley to discuss the final draft of the IGA’s between the respective entities and Happy Valley is taking the lead on the draft:  Moore attended the 2nd annual Water Supply and Management Conference hosted by Tonkin Torp, LLP and WedBush Securities, Inc. It was well attended by water providers, engineers, accountants and attorneys with the primary focus to provide an overview of water quality and governance issues confronting the Pacific NW water providers:  CRW hosted a meeting of the GMs from the CRWP. Consultants from GSI and Black and Veatch presented their findings from studies conducted related to Well #1 and CRW’s groundwater permits. Also discussed was issues related to alternative water sources for those in the Basin and possible emergency interties with the City of Portland:  Met with the Insurance Agent of Record to review our construction contract boilerplates to determine if they were legally sufficient. With the new insurance, CRW had created a risk fund to manage the higher deductibles.  Staff and the Budget Committee had several meetings on the budget including one work session to orientate the Committee on the Oregon budget process. The next budget meeting will be held on May 16th, 2013:  Discussion continued on the ORS 190. Operational reports on water resources and operations and the contract log were provided. Commissioner requests: There had been requests for copies of the BCT agreements, the Court Order dismissing the petitioners request for declaratory judgment, and a copy of the Phillips Law Offices invoice and total legal billings year to date were $111,437.00, of which, $54,000 directly applied to Phillips Law Offices with the rest being related to current litigation.
Barbara Kemper, Ratepayer
Kemper heard the City of Gladstone notified the Cities of Happy Valley and Milwaukie they would lay claim to CRW’s industrial area and wanted to know how an IGA between Happy Valley, Milwaukie and CRW affect this intent.

Moore said CRW had been told the prior agreement between the Cities of Happy Valley and Milwaukie had standing, the City of Gladstone did not agree with this outcome, and they would lay claim to the industrial area. The City of Gladstone was not the service provider for the industrial area and his understanding (based on HB 2618) was this had to be established prior to annexation. Discussions had currently been placed on hold.
Patricia Holloway
Holloway said relative to HB 2618, the City of Milwaukie annexing territory was another issue that had implications to boundary protection regarding the ORS 190.
Moore didn’t have all the information yet. Milwaukie had annexed some territory and left it to the citizens to voluntarily annex for purposes of sewer services. CRW and the City of Milwaukie had returned to having these discussions.
Agenda Item 7.0:  
Commissioner Business:  Discussion of Appointment of Board member to 

Position #1

Board had received one application, but the applicant was not a member of the District and therefore not eligible. No other applications had been received. The board packet had outlined the process for filling the vacancy.
Agenda Item 8.0:  
Commissioner Business:  Board Governance and Policies

Humberston asked the management team review the policies and come back to the Board with 
recommendations. Some thoughts were:  
· Timely reimbursements for attending meetings 

· Nepotism (family or relative serving on the Board)

· Running for a Board vacancy when a board member was already serving a term and position on the Board. Is this something the District can control and if so, how?

· Making physical attendance at meetings mandatory for purposes of voting – similar to congressman and senators were required to be present to vote. Missing board meetings should be infrequent.

· Requirement for Bonding – it may be prudent for Commissioners, because of their involvement in approving large contracts, to be bonded.

Agenda Item 9.0:  
Commissioner Business:  Reports and Reimbursements


Scheduled C-4 meetings often change and he noted there was no easy way to obtain information by computer 
search.
Agenda Item 10.0:  
Public Comment


Kami Kehoe, Former CRW Commissioner – located at 4778 Scarlett Oaks Rd

Kehoe was requesting reimbursement as a former Commissioner. The requests vary by month and year. Due to 
the politics of the prior Board, some commissioners were voting against reimbursements. There were often “2-2” 
votes and a member could not vote in favor of their own reimbursement. She requested the Board to suspend 
their policy requiring submission of reimbursements to the CFO prior to the current fiscal year. The only 
outstanding reimbursement was for attendance at the ORS 190 meetings.


Sowa said as the policy was reviewed, prior reimbursements would be considered.

Patricia Holloway


Holloway recalled the current Board policy as not requiring Board approval rather reimbursements were 
submitted to the finance department for review and payment. She wasn’t sure of the time period Kehoe was 
requesting reimbursement, but outside legal counsel acknowledged Kehoe was not a resident of the District her
whole term of office and she requested Kehoe’s submission for reimbursement be carefully reviewed.
MEETING ADJOURNED at 7:55 pm
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