Board Work Session – October 21, 2013


CLACKAMAS RIVER WATER
 WORK SESSION
SUMMARY OF MEETING

October 21, 2013
6:00 p.m. to 8:00 p.m.
COMMISSIONERS PRESENT:
President Larry Sowa, Secretary Ken Humberston, Treasurer Hugh Kalani, Dave McNeel
Absent: Grafton Sterling

STAFF PRESENT:
General Manager Lee Moore; Chief Financial Officer Carol Bryck, Board Executive Assistant Adora Campbell, Bob George, District Engineer, Kham Keobounnam, IT Manager
VISITORS PRESENT:

Patricia Holloway, Angie Sanchez-Virnoche and Sergei Tarasov (FSC Group)
Call to Order and Pledge of Allegiance


The meeting was called to order at 6:01pm.

Review of 5-Year Capital Improvement Projects Plan


Bob George had presented the 5-year capital improvement project plan projections at the April 
Orientation. He updated the current plan by notifying the Board of three additional projects from the 
County:  1) Bell Avenue; 2) Tolbert Bridge; and the 3) Monterey Extension. Preliminary cost 
estimates from these three projects totaled 1.3 million.



Typically, CRW received 90-days to 180-days notice for unanticipated projects making it difficult to 
plan in advance. However, CRW budgeted an estimated a $100K to $150K for unanticipated projects 
and so far this amount had been sufficient. If additional funds were required, the appropriate amount 
was transferred from contingency funds.

An annual average of $1.9M was being spent on capital improvement projects. From the 10-year 
financial history, the current “burn” 
rate of $1.9M would be deficient for CIP funding beginning in 
FY 2017. This information had been provided to FSC Group to update the rate study.
Review of FSC Rate Study and Rate Scenarios


The updated rate study had been presented to the Board in May. The purpose of tonight’s work 
session was to briefly review the rate recommendations, present any updates and consider various rate 
scenarios and their impact on CRW operations. 


The rate study focused on three areas:  1) Fiscal Policies; 2) Revenue Requirements; and 3) Rate 
Design. From the May presentation, the prior Board had approved a 14.25% rate increase in FY 2013 
and FY 2014. Originally, a 28.50% rate increase had been recommended for the first year and a 
17.00% rate increase in the second year to meet revenue requirements. Since only a 28.50% had been 
approved over a two-year period, CRW was behind and FSC recommended a 16% rate increase 
in FY 2015 to catch up.


CRW Fiscal Policies established fiscal policy targets as part of the overall financial plan. CRW had a 
general fund target of 90-days of operations; system replacement funding set at $750K to $1.75M 
and the debt service coverage requirement was at 1.25 with SDC revenue and 1.00 without SDC 
revenue.


Revenue requirements determine the amount of revenue necessary to meet all CRW financial 
 
obligations on a self-supporting basis. This included operating costs, capital costs and financial 
policies and targets. Also, these revenue requirements evaluate existing revenue levels for 
sufficiency and develop a multi-year rate implementation. 

Key Factors in the study included an increase of approximately $110K of water purchased from South 
Fork Water Board (SFWB) due to the shutdown of Well #1, annual escalation factors for labor 
estimated at 2%, benefits at 9.2%, all other factors aligned with the CPI average at 2.1%; existing 
debt service estimated at $446,000 to $450,000; and as mentioned, a capital funded at a rate between 
$750K and $175K per year over a 4-5 year period. 
Capital funding, as presented, included existing reserve balances, system development charges and rate-funded capital, assuming no new debt was issued. The updated rate recommendations did not take into account the increase in water purchased from SFWB. 

The Board discussed various options to minimize potential rate increases. Whether customers use “one drop” of water or larger quantities of water, the capital investment for the delivery system to distribute water was the same for all customers.

The Board needed sufficient rate information to talk and provide accurate information to CRW 
ratepayers about rate requirements. This could also include additional public meetings, town halls and 
work sessions.

The Board asked staff to review options that considered CRW’s additional water/plant capacity, 
operational efficiencies to minimize expenditures and to present at least three rate increase scenarios 
and their subsequent impact on operations.


There would be continued discussion in future meetings.

Public Comment

Patricia Holloway

Ms. Holloway said the approved rate increase presented at 14.25% had been loaded for the base rate 
only and when calculated was 42.75% - a bigger increase to the ratepayers. With the intent to create 
an ORS 190 organization, CRW was giving up a 9% rate of return on 2.5MGD of water purchased by 
Sunrise Water Authority, essentially buying its own water back through this Commission. In the ORS 
190 water withdrawn would be a 50/50 split but using CRW assets. She strongly recommended these 
factors betaken under consideration for future discussion.
Meeting ended at 7:55 pm
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