ARCH CAPE WATER & SANITARY DISTRICTS BUDGET
COMMITTEE - FISCAL 2019 —2020

19 April 2019

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

Water District: Ron Schiffman, Director — President
Debra Birkby, Director — Vice President & Treasurer
Virginia Birkby, Director — Vice-President
Linda Murray, Director
Dan Seifer, Director
Cathy D’Onofrio, Arch Cape Community
Richard D’Onofrio, Arch Cape Community
Heather Newman, Arch Cape Community
Chris Anderson, Arch Cape Community
Carl Matson, Arch Cape Community

Sanitary District: Ron Schiffman, Director — President
Virginia Birkby, Director — Vice-President
Debra Birkby, Director - Treasurer
Casey Short, Director
Darr Tindall, Director
Cathy D’Onofrio, Arch Cape Community
Richard D’Onofrio, Arch Cape Community
Heather Newman, Arch Cape Community
Chris Anderson, Arch Cape Community
Carl Matson, Arch Cape Community

Public: Rick Gardner
Cathy Gardner
Staff: Phil Chick, District Manager

Steve Hill, Secretary

Mr. Schiffman opened the meeting at 4:00pm.

Election of Budget Committee Chairman: Mr. Dan Seifer nominated Mr. Casey Short as
Budget Committee Chairman which was seconded by Mr. Ron Schiffman. All in favor
Motion carried.

Mr. Casey Short called for appointment of the Budget Officer.

Appointment of Budget Officer: Ms. Debra Birkby moved that Mr. Phil Chick be appointed
as the Budget Officer which was seconded by Mr. Ron Schiffman. All in favor. Motion
carried.
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Publishing of Budget Message: Mr. Phil Chick reviewed for each district his 2019-20 Fiscal
Budget Message (attached) with the committee.

Consideration of Proposed 2019-20 Fiscal Budgets: Long Range Financial Plans (LRFP)
were considered first. Three versions were reviewed. One reflecting adjustments of rates only
for the water district and two for the sanitary district. The first LRFP considered was for the
water district and reflected adjustments to the rates only of 2% per year from 2019-20 through
2028-29. The second LRFP considered was for the sanitary district and reflected adjustments
to the rates only with an early rate ramp up of a 9% increase in 2019-20, 8% in 2020-21 and
7% in 2021-22 followed by 2% increases from 2022-23 through 2025-26 and assumed slimmer
working capital provisions in contingency and liquidity reserves. The third LRFP reviewed
was for the sanitary district where rates were held to 4% annual increases from 2019-20
through 2028-29, working capital provisions maintained and the three principal capital projects
were funded by loans of $905K and a lifetime interest expense of $254K. The water and
sanitary budgets for the next fiscal year were then reviewed in detail by line item. The
expectation is for a budget committee recommendation for a 2019-20 Fiscal Budget adoption
including final adoption of any recommended resolutions revising rates at the May 17, 2019
regular meetings.

Water District: The Recommended Version 1 of the proposed budget from staff was
reviewed with the following actions taken.

® Budget line items were left as presented
For the LRFP the following adjustments were recommended.

o Correlating the hookups shown to the budget
o Show an estimated adjustment to SDC charges year to year by general inflation

An additional LFRP was requested reflecting $50K per year watershed expenditure;s’
2020-21 fhreush2028-20-supported-bytoams—

A desire was expressed to see anticipated operating revenues and expenses from a
possible community forest acquisition. It was also felt that a local bond option should
be explored for the watershed purchase.

2019-20 Water District Budget Public Hearing: Mr. Short opened the public hearing at
4:54pm to take comments or questions from the public and hearing none closed the hearing at
4:56pm.

Sanitary District: The Recommended Version 1 of the proposed budget from staff was
reviewed with the following actions taken.

o Budget line items were left as presented
. Property Tax Receipts line item to have the added label of (Bond)
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For the LRFP the following adjustments were recommended.

@ Correlating the hookups shown to the budget
o Clearing the letter ‘p’ overstrike of the calculated revenue in 2019-20

Rate projections were reviewed for both ‘rates only” as well as with ‘loans’ for the
combination of water and sanitary district rates shown on the LRFP’s.

While there was a desire expressed to fund present and future expected district
expenditures from rates only there was also a discussion of how other communities may
have set up low income discounted utility rate structures and how implementing that
kind of program in Arch Cape could take place. Phil Chick was asked to inquire with
neighboring utilities such as Seaside and Pacific Power and see what programs they
offered.

2019-20 Sanitary District Budget Public Hearing: Mr. Short opened the public hearing at
5:55pm to take comments or questions from the public and hearing none closed the hearing at
5:57pm.

All changes to be reflected in new updated budgets shown as RECOM ver2 and revised long
range financial plans for further consideration.

The meeting was recessed by Mr. Casey Short at 5:58pm to be reconvened at 4:00pm May 3,
2019.

Respectfully submitted,

S

Steve Hill

_"4:_‘_ 7 S~

Attest Cv‘{<$w{

Mr. Casey Short, Committee Chairman




BUDGET MESSAGE 2019-20

32065 East Shingle Mill Lane
Arch Cape, OR 97102 « 503.436.2790

April 19, 2019

| am pleased to present the Fiscal Year 2019-20 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.

The2019-20 proposed budget was developed using historical operational figures 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 a 2% rate increase for the coming year.

Fiscal Year 2019-20

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, 2019 to June 30, 2020.

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 .G.A. with the Sanitary District in 2014, taking over
administrative and staff support functions for the operation and management of the Sanitary District
facilities and operations. |.G.A. revenue received by the Water District for FY 2018-19 came in higher
than projected, and is trending to increase in 2019-20.

The District’s capital reserves accumulate through the collection of system 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. The District received 2 hew connections in 2018-
19, and there is indication that new home building will bring in 2 additional hookups to the District in the
coming year.




REQUIREMENTS

Total Personal Services:

The District employs two full time staff members and contracts the services of a part-time
administrative assistant. Total Personal Services is increased by 5.3% in this budget with the anticipated
increase in medical insurance costs and a recommended increase to staff salaries.

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 7% overall decrease in Total
Materials and services from the budgeted amount in 2018-19. This is due to a carry over of watershed
funds from FY 2018-19, since the planned land appraisal for the watershed property was not conducted
in 2018-19, but will be in 2019-20. Since 2017 the District has been working with partners, Sustainable
Northwest and the North Coast Land Conservancy, to acquire 2,100 acres abutting Arch Cape for the
creation of a community forest and protected drinking watershed. The District has taken advantage of
several grant funding opportunities to help build capacity for this cause. The proposed budget sets aside
$35,000 in the watershed budget line. This is for conducting a necessary land appraisal of the 2,100
acres, which will the driving factor in establishing a land purchase price and sales agreement with the
current landowner.

Debt Profile

The District currently services debt on only one loan, entering into a loan agreement with IFA Business
Oregon in 2011 for $536,000 repayable over 30 years to upgrade the water filtration plant.

Capital Projects and Future Plans

The District has several future capital project expenditures including the construction of a storage
reservoir on the south end of Arch Cape, membrane filter replacement, and the eventual need for a
redundant water source.

Summary:
| 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, and examine future projects and the financial
assumptions necessary for their completion. | look forward to the budget process and working with you
all, as the District plans for FY 2019-20 and beyond.

Sincerely,
JAS Gl

District Manager




Budget Message 2019-20

Arch Cape Sanitary District

32065 East Shingle Mill Lane
Arch Cape, OR 97102 = 503.436.2790

April 19, 2019

| am pleased to present the Fiscal Year 2019-20 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 2019-20 proposed budget was developed using historical operational figures 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 in the
coming year. The membrane filters, installed in 2009, have reached the end of their reliable use. The District has been
building reserves for this project for the past few years. However, recent findings related to the condition of the
membranes this past Fall have escalated the timeframe for when this project must happen. In addition to needing new
membranes, a screening system improvement will also be made at this time in order to lengthen the longevity of the new
membrane filters.

Fiscal Year 2019-20

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, 2019 to June 30, 2020.

RESOURCES

The General Fund’s main revenue resources come from user fees, property taxes, debt service surcharges, and excess
usage fees. The District is estimating $140,000 in property tax receipts for 2019-20. Revenue for 2019-20 is predicted to
see an increase from the FY 2018-19 adopted budget.

The District’s capital reserves accumulate through the collection of system 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. The District received 3
new connections in FY 2018-19, and there is indication that new home building will bring in 2 additional hookups to the
District in the coming year.




REQUIREMENTS

Total Personal Services:
Total Personal Services costs fall under the budget of the Water District, as a function of the intergovernmental
agreement (1.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 I.G.A. charges. The Sanitary District entered into an 1.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 anticipated that
the Sanitary District will require more support from the Water District in the coming year, increasing the .G.A. fees
that the Water District charges to the Sanitary District. FY 2019-20 budget shows an 11% increase in Total Materials
and services compared to the previous year’s adopted budget.

Debt Profile:

The Sanitary District currently services debt on four loans: Irrigation Site, Facility Engineering, Wastewater
Treatment Plant Upgrade, and | & | improvements. These loans are scheduled to be retired in 2023, 2027, 2040, and
2038. The practice of funding future Capital projects through user rates has been modeled in recent years in the
Long Range Financial Plan for the District. This Plan has been included in the budget materials distributed to the
Budget Committee and available to the Public. This year, an additional scenario has been created, featuring a loan-
driven model for the financing of future capital needs.

Capital Projects and Future Plans:

Future Capital projects have been identified in the documents included with the Budget Message. A major expense
for the Sanitary District in FY 2019-20 will be to replace the membranes and to upgrade the headworks screen at the
wastewater treatment plant. The original membranes have reached the end of their useful life. Consequently,
membrane replacement has been initiated one year earlier in the Capital Plan. Upgrading the treatment plant’s Fine
Screen has also been scheduled for the coming year. Non-flushable items such as dental floss, baby wipes, and
plastics shorten the lifespan of the membrane filters when they bypass the screening system at the headworks. The
proposed plan to deal with this is to design a secondary screening system which will capture any bypass before it
reaches the Membrane Filtration Basins. The wastewater plant’s computerized SCADA system is also scheduled for
replacement in FY 2015-20.

The Webb Lift Station and generator on E. Shingle Mill Lane are responsible for conveying the entire District’s
wastewater load to the treatment plant. They are two of the most essential elements of the collection system. Each
are dated, and are beginning to accumulate repair and maintenance costs. This station is identified in the Long
Range Financial Plan to be replaced in 2021-22.

Summary:
| 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, and examine the future projects and financial
assumptions necessary for their completion.

I look forward to the budget process and working with you all, as the District plans for FY 2019-20 and beyond.

Sincerely,
ThY ct

District Manager
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ARCH CAPE WATER & SANITARY DISTRICTS

HISTORICAL RATE REVIEW
Qrtly Qrtly Total Annual
Water : Qtrly 34" Base Rate Surcharge Qrtly % Inc Cost
Jul 1993 $48.00 $0.00 $48.00 $192.00
Jul 1998 $66.00 $21.00 $87.00 81% $348.00
Jul 2002 $105.00 $21.00 $126.00 45% $504.00
May 2008 $132.00 $21.00 $153.00 21% $612.00
Jul 2011 $141.00 $47.00 $188.00 23% $752.00
Jul 2012 $123.00 $47.00 $170.00  (10%) $680.00
Jul 2016 $121.00 $19.00 $140.00  (18%) $560.00
Jul 2018 $141.00 $19.00 $160.00 14% $640.00
Qrtly Qrtly Total Annual
Sanitary Base Rate Surcharge Qrtly % Inc Cost
Jul 1993 $66.00 $0.00 $66.00 $264.00
Jul 2000 $81.00 $0.00 $81.00 23% $324.00
Jul 2004 $105.00 $21.00 $126.00 56% $504.00
May 2008 $147.00 $12.00 $159.00 26% $636.00
Jul 2011 $153.00 $27.00 $180.00 13% $720.00
Jul 2012 $153.00 $41.00 $194.00 8% $776.00
Jul 2016 $174.00 $41.00 $215.00 11% $860.00
Jul 2018 $174.00 $41.00 $215.00 0% $860.00
Total Annual Cost Qrtly Qrtly Total Annual
WD & SD Base Rate Surcharge Qrtly % Inc Cost
Jul 1993 $114.00 $0.00 $114.00 $456.00
Jul 2000 $147.00 $21.00 $168.00 47% $672.00
Jul 2004 $210.00 $42.00 $252.00 50% $1,008.00
May 2008 $279.00 $33.00 $312.00 24% $1,248.00
Jul 2011 $294.00 $74.00 $368.00 18% $1,472.00
Jul 2012 $276.00 $88.00 $364.00 (1%) $1,456.00
Jul 2016 $295.00 $60.00 $355.00 2%) $1,420.00
Jul 2018 $315.00 $60.00 $375.00 6% $1,500.00
Historical_Review S. Hill




Inflation Rate 1% 2% 3% 4% 5%

Orig Cost  $ 1.00

Year 1 $ 1.00 $ 1.00 $ 1.00 $ 1.00 $ 1.00
Year 2 $ 1.01 $ 102 $ 1.03 $ 1.04 $ 1.05
Year 3 $ 102 $ 1.04 $ 1.06 $ 1.08 $ 1.10
Year 4 $ 103 $ 106 $ 1.09 $ 1.12 $ 1.16
Year 5 $ 1.04 $ 108 $ 1.13 $ 117 $ 1.22
Year 6 $ 105 $ 110 $ 1.16 $ 1.22 $ 1.28
Year 7 $ 1.06 $ 1.13 $ 1.19 $ 1.27 $ 1.34
Year 8 $ 1.07 $ 115 $ 1.23 $ 1.32 $ 1.41
Year 9 $ 1.08 $ 117 $ 1.27 $ 1.37 $ 1.48
Year 10 $ 1.09 $ 120 $ 1.30 R $ 1.55
Year 11 $ 110 $ 122 $ 1.34 $ $
Year 12 $ 112 $ 124 $ 1.38 $ $
Year 13 $ 113 $ 127 $ 1.43 $ $
Year 14 $ 114 $ 129 $ 1.47 $ $
Year 15 $ 115 $ 132 $ 1.51 $ $

Percentage increase at the

end of a 10 Year Period

S. M. Hill
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