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MINUTES 

A meeting of the Sunrise Water Authority Board of Commissioners was held on Wednesday, March 
22, 2017 at 6:00 p.m. at Sunrise Water Authority, 10602 SE 129th Avenue, Happy Valley, Oregon, 
97086. 

Board Present: Ron Blake, Chair; Ernie Platt, Vice Chair; Terry Roskey; Steve Gaschler; Eric 
Hofeld 

Board Absent: Kevin Bailey, Secretary 

Staff Present: Wade Hathhorn, General Manager; Tim Jannsen, E ngineering Manager; Carol Bryck, 
CFO; Dan Fraijo, Operations Superintendent; Christin House, Customer Service Manager; Kim 
Anderson, Government Relations Manager; Cindy Richards, Administrative Assistant 

Visitors Present: Robert F P Ludwick, citizen 

CALL MEETING TO ORDER 
Blake called the meeting to order at 6:05 p.m. 

APPROVAL OF THE AGENDA 
Hathhorn added an item as 2.6 regarding a contract for Reservoir 11. Hathhorn suggested moving 
2.4 to the end of the discussion items. A motion to approve the agenda as amended was made by 
Plat~ and seconded by Gaschler. The motion carried unanimously. 

OUTSTANDING ITEMS 
Hofeld referred to the minutes and asked about scheduling a workshop. Hathhorn said the Board 
could decide if a workshop is still necessary after tonight's discussion. 

PUBLIC COMMENT 
None. 

FIRST READING AND PUBLIC HEARING ON ORDINANCE 2016-03, AMENDING 
RULES AND REGULATIONS FOR WATER SERVICE 
Blake directed the General Manager to read the ordinance by title only. Blake asked for public 
comment. There was none so he closed the public hearing. 

1. CONSENT AGENDA 
A motion to approve the consent agenda consisting of the following listed items was made by 
Gaschler and seconded by Platt. 

Hofeld asked if the provisions of the cell tower lease deal with landscaping around the tower, or just 
the equipment. Hathhorn said it's largely just the lease provisions associated with the tenant. 
Anderson commented that the tenant must maintain the leased premises in acceptable condition. 
Anderson said the land area covered under this lease is graveled. 

Hofeld referred to a comment on exhibit C of the lease agreement which noted a need for inventory 
from the lessee about what is actually on the site. Anderson stated that we have an old list but it 
should be updated. Hathhorn noted that this is the smallest of the leases up there, and the word 
"tower" is a misnomer, it's more of a pole. 
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The motion approved unanimously. 

1.1 Approval of Minutes of February 22, 2017 
1.2 Adopt Resolution 2017-05, Surplus Depreciated Vehicle 
1.3 Acceptance of Water Mains and Related Facilities for Valemont Partition 
1.4 Andrews Cell Tower Land Lease 

2. ACTION ITEMS 
2.1 Financial Statements - February 2017 
Roskey referred to page 10 and asked about the price of gas per gallon from Carson Oil. Bryck 
stated that the layout of the report itself might be misleading and she will find out. Hofeld asked 
about lowering the amount of money in the checking account. Bryck noted that we have 
significantly decreased the amount of money in the checking account, and $1 million was moved 
back to make the debt service payment due March 1. Bryck referred to the Cash Position and 
Transfers report which was mistakenly excluded from the Financial Statements and noted that a 
copy was provided to each Commissioner at the meeting. 

A motion to accept the financial statements as presented was made by Platt and seconded by 
Roskey. The motion carried unanimously. 

2.2 Clackamas County Intra-County Mutual Aid Agreement 
Anderson stated that Clackamas County was happy to see Sunrise staff communicating with them 
about being more active in emergency response and disaster management. She explained that by 
being a party to this agreement, Sunrise is in the position to receive mutual aid from the county and 
other participating agencies and once all local aid resources are exhausted the county will escalate 
our needs to the state level. Blake commented that previously we didn't have the ability to escalate 
to the state level in emergencies. Anderson noted that it goes beyond that, it also expands our 
available mutual aid to include all cities and entities that are signatories to this agreement. 

A motion to approve the Clackamas County Intra-County Mutual Aid Agreement was made by 
Hofeld and seconded by Platt. The motion carried unanimously. 

2.3 152nd Avenue Reservoir 
Hathhorn stated that there have been ongoing conversations about Sunrise's participation in a 
shared reservoir with CRW at 152nd

. Discussions between the two staffs so far have included sizing 
that reservoir and participation between the two parties. After discussing with the engineering 
staffs a determination was made that the total size of the reservoir be set at 6 million gallons, of 
which 2 million gallons would become Sunrise's share. 

Hathhorn referred to a figure which illustrated the proposed Reservoir at 152nd Avenue. This new 
reservoir would serve as a wet well for additional pumping for the build out of Happy Valley. He 
noted the potential 10 MGD pump station near Hwy 211 and the need to feed transmission and 
pumping capacity along with future storage to meet the long term demand along the 1 72nd corridor. 
Having this tank would allow that pump station to operate. This reservoir would be the first in a 
series of projects (reservoir, pump station, pipe upsizing) that are needed to meet the growth 
demands. 

Hathhorn said this is being coordinated with potential changes to where water is taken from, noting 
that there are discussions about increasing the water from Otty by up to 1 MGD. Current 
engineering estimates are about $2 to $2.50 per gallon, making Sunrise's stake anywhere between $4-
5 million. 
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Hofeld noted that Sunrise's share would be 1 / 3 of the reservoir. Hathhorn confirmed. Hathhorn 
referenced the draft agreement to share the operation, maintenance and other facilities costs of the 
reservoir, but commented that this agreement would be something the Board would talk about in 
the future. He stated that at this point what is needed is agreement that Sunrise is going to 
participate in this project at this level, and at some point spending about $5 million to make it 
happen. Hathhorn noted that the design hasn't started so the estimated cost is coming from a 
similar project. Additionally CRW is working on a potential financing option for Sunrise's 
repayment of that $5 million which would start in 2018 and last for three years. Hofeld asked if we 
are going to finance it. Hathhorn said no, the project is being financed through CRW's bonds, we 
are just joining on and paying back for our portion. 

Platt made a motion to authorize Sunrise funding to up $5 million for a 2 million gallon share of the 
reservoir to be built on 152nd

, subject to an agreement to be drafted with CRW that would provide 
for payment of that money up to a three year period. Hofeld seconded the motion. 

Hathhorn asked for technical questions. Hofeld asked who is going to upsize the pipe to the water 
treatment plant. Hathhorn said it would be a shared asset between CRW and Sunrise and we have 
to determine who is going to own that capacity and ability to move that water, which has yet to be 
determined. Gaschler asked how to determine who is taking what amount of water. Hathhorn said 
what is going to make that determination is the float in that reservoir. We discussed with CRW what 
is really needed on our side and determined that 2 MG is sufficient, but it's difficult to know if we're 
only using our portion. We will be able to look at how much demand and how much turnover is in 
that tank. He noted that he didn't expect it to be tracked day to day. 

Blake asked for further discussion. There was none. He called for a vote. The motion carried 
unanimously. 

2.5 Adopt Resolution 2017-06, Amending Policy 4-01 Fixed Asset Capitalization 
Hathhorn reported that this is an older policy in which the threshold for amortization is at $750. He 
commented that that's the price of a cell phone nowadays. Due to Sunrise's size, $5,000 seemed like 
a more appropriate threshold. 

A motion to adopt Resolution 2017 -06, Amending Policy 4-01, raising the amount considered a 
capitalized asset from $750 to $5,000 was made by Hofeld and seconded by Gaschler. The motion 
carried unanimously. 

2.6 Approve First Phase of Funding for Structural Design of Reservoir 11 
Hathhorn recalled that at a previous meeting the Board approved the structural engineer with a 
limited notice to proceed of $50,000. We now have a clear scope and fee estimate for the entire 
design and into contractor selection. He said the best way to do this is in phases, the first being the 
completion of 30% design which allows for preliminary permitting and the start of conversations 
with the community about the project's impacts. It would also provide a preliminary estimate of the 
construction costs. The first phase of work was just shy of $100,000 and would take us through the 
end of the fiscal year. Subsequently we would approve any changes in scope and fee for the 
remaining portions of the work. He noted them in the materials. He reiterated that he's only asking 
for the first 30% to be approved now. 

Raskey made a mo tion to approve up to $100,000 to complete the preliminary 30% structural and 
civil design for Reservoir 11 . Hofeld seconded the motion. The motion carried unanimously. 
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Platt asked what impact the $100,000 will have on the budget if it's done in this fiscal year. 
Hathhorn said we over budgeted for this project, so there won't be any impact. He noted that we 
probably won't be getting the contract until fall and won't begin digging this year. 

Platt asked if there will be a problem with land use or zoning. Hathhorn explained that this is going 
on an existing property so it's zoned for this tank already. He noted that the building permit may be 
another issue. Hathhorn commented that if anyone wants to look over the 20 page scope, he'd be 
happy to provide a copy but it was a lot to include in the packet if no one was interested. 

Blake asked for further discussion. There was none. The motion carried unanimously. 

2.4 20-Y ear Financial Forecast and Reserve Policies 
Hathhorn reported that for the last year and a half or so he has been working on a spreadsheet to 
show the cash status of the agency. The goal is to look at the needs of the agency and ask if the 
SDCs are sufficient and what rates are necessary to make sure the needs of the agency are met. That 
leads to the question of whether to pay cash or take out bonds to address capital projects. The basic 
revenue requirements for operation and maintenance are personnel, material and services, and 
renewal and replacement - not building anything new. That's typically funded by rates. To build 
new capital we like to pay for it all with SDCs but they don't come until after we've built new 
infrastructure, so "pre-financing" comes from reserves. Hathhom explained how borrowing 
between funds works. 

The question is can we continue to do that without significant bonding to pay for all new capital. 
He referred to the spreadsheet he handed out which details forecasts of renewal and replacement, 
personnel, material services, and all the new capital. He referred to another sheet that indicated the 
major capital projects that we have, and reiterated that we have to pay for all of the existing 
operations and also finance any new capital. Hathhorn discussed SDCs and projected new 
connections each year. He noted that with the number of new connections projected along 172nd 

and the existing cost of SDCs plus an escalated 3% construction cost (approximate), the existing 
value of the SDCs would essentially pay for the 20 year capital improvement plan. 

Hathhorn explained that there is so much development available, there is good likelihood that those 
SDCs will come in a timely manner. He noted that timing is important, staff has to watch how new 
connections come on. 

Hathhorn said another piece of good news is that we can make nominal rate adjustments without 
having to take on debt. Hathhorn handed out another page that indicated reserves created by rates. 
He noted on the sheet how the rate reserves continue to climb, indicating that SDCs pay for all the 
capital. 

Hathhorn described the upcoming projects and reserves, highlighting in particular, a new reservoir 
that would need to be built between years ten and 15 and rebuilding Sunnyside around year 19. In 
between this we are borrowing and repaying the General Fund by collection of SDCs which in the 
end, are sufficient to pay for all that capital. 

Platt asked at what point in time the plant expansions will take place. Hathhorn said that at year 20 
we run out of capacity to deliver water, so we have to go build additional capacity and the current 
plan is to do that with CRW. So there is an unfunded liability in fLxing that plant beyond the 20 year 
mark currently being discussed. 

Hofeld asked about moving some projects. Hathhorn said it's possible, but the better way is to 
defer some projects from the second period. He said the non-potable purple pipe development 
could be deferred but the transmission projects have to stay. Platt commented that it's a positive 
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picture for the first 20 years, but five years from now when this is updated and years 21-25 show up, 
we will have a big number in there. He said he would think by that time we would be recalculating 
the SDC methodology, and they could take a dramatic increase at that point. Hathhorn noted that 
in the current model he escalates them by 3% each year from where they are now. Platt noted that 
that's not an updated SDC methodology, that's just using the current escalator. 

Hathhorn stated that this forecast looks positive but it would look different if we only had $1 
million right now, in which case bonds would be required. 

Hathhorn explained that the service charge will go to $18 per account per month and the current 
average cost of water is $2.50. Hathhorn said he can produce the outcomes in his forecasting by 
raising the service charge by $1 per month each year while also reducing the average cost of water to 
$2. Hathhorn explained that if the base rate is left the same, the cost of water will have to increase 
by 3.5% each year. Hofeld noted that there's potential for a blend of the two. Platt commented that 
the Board has discussed several times that the service charge is way too low, so it seems that 
changing the service charge would be preferable until we get closer to recovery of the fixed costs 
from the base rate. Hathhorn agreed and said even at $18 we're still only at 34% of the overall cost 
coming in at fixed and 6% is coming in variable cost. Hathhorn said if we add $1 per year to the 
service charge that spread ends up being about 60% fixed charge and 40% variable by year 20. Platt 
commented that the Board can have the discussion about how to adjust the rates based on either of 
the two ideas presented by Hathhorn, or a blend of the two. 

Platt said he was amazed that the 20 year forecast would come out so favorable. Hathhorn 
attributed it to two things: the SDCs are sufficiently sized to pay for capital, and there is enough of 
them; and we're selling more water due to adding so much more water. 

Hathhorn explained that in this process he set standards for how many staff per gallon of water; 
how many operations personnel there are per account; etc. He said we go from about 25 people in 
the coming year to 36 at the end of year 20. Hathhorn said that in this projection he included 3% 
annual salary increases and benefits by 5% for the first ten and 6% in the last ten years. The one 
thing that's not imbedded in this is that, while consumption is going up due to more customers, the 
peak is going down. Platt noted that that's all the more reason to pay attention to the fixed part of 
the rates. 

Platt asked how many ERUs we are currently serving with 25 employees, and what would be the 
projected number of ER Us with 36. Hathhorn said we are currently at 16,500 E R Us and we added 
another 10-11,000 with 36 employees. Platt noted that the staff size is relatively proportional. 
Hathhorn said that is the goal. On tl1at note, Hathhorn commented that the Board has never 
discussed level of service and what's necessary for staff to achieve a certain level of service. He said 
there are areas within the current staff that are short staffed and feeling the stress of that. Hathhorn 
discussed possible solutions for that, including contract labor. 

Hathhorn said the good news is that we have a chance to make it through the heavy capital period 
without financing a significant portion of it. Jannsen commented that another factor to be aware of 
is that we have it projected that there won't be development in the Damascus area above the "470-
foot line," and certain projects would have to come more quickly. 

Gaschler referred back to the graph and asked if the blue "rates" line is SDC rates. Hathhorn said 
that should say "rate reserves," and it comes from the service charge or consumption. Gaschler 
asked about the other four lines. Hathhorn recalled that at the last meeting we discussed reserve 
policies. He said the green line related back to that discussion - it's the 90 days of operating cash, ½ 
million dollars o f contingency, plus one year capital replacement. The red line is 90 days of 
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operating cash, ½ million dollars of contingency plus three years of capital replacement. The 
smooth line of that is the same plus five years of capital replacement. He summarized that it's 
basically illustrating various reserve policies we might follow. 

Platt commented that this is excellent work and he is pleased with the results. He said much of this 
work would go into developing a new methodology for SDCs, and from what's presented tonight, it 
seems like there will be very little change to the SDCs. Hathhorn said the reimbursement portion 
hasn't been analyzed yet, but it's included in the projections at its current level (12%). Platt 
commented that that's likely to go down. Hathhorn agreed that it's not going to get bigger. 

Platt asked how we would slow this forecast down if there is an economic downfall. Hathhorn 
agreed that that's a big threat in the recovery of SDCs. 

3. INFORMATIONAL REPORTS 
3.1 Manager's Update 
Hathhorn reported that everyone all three agencies have signed the NCCWC agreement to allow 
Oak Lodge Water District to be replaced with Oak Lodge Water Services District in the IGA. The 
change has been executed and the next step is to continue working on amending the IGA. 

Staff is getting ready to change over the phone system to a Voice over IP system. In terms of cost it 
will break even with the current system but offers tremendous advantages over that system. 

Staff is meeting regularly with Happy Valley staff to build a relationship. He noted the improvement 
in informational updates and discussions about sharing facilities. 

Yesterday LGPI was in to do a "performance review" of Sunrise's HR practices. Hathhorn 
described LGPI and the services they provide. 

3.2 Engineering & Construction Reports 
Jannsen asked for guestions. Roskey asked who won the bid on the 8-inch abandonment. Jannsen 
said we invited the three on-call contractors to bid and DM Excavation won. 

3.3 Operational Reports 
4. BOARD BUSINESS & LIAISON REPORTS 
4.1 Board Calendar 
Blake asked if everyone was good with their assignments. Platt commented to add April 27u, for the 
NCCWC Budget meeting. 

4.2 Liaison Reports (verbal) 
Roskey reported that the former Boring Water manager passed away. 

Hofeld reported that OLWSD had unanimous approval of the budget schedule and an agreement 
with the park district to rebuild a local park. They appointed Nancy Gibson, Jim Martin, and Kevin 
Williams to serve as NCCWC Board members. 

Gaschler said that CRW's meeting was guick and the Board also had a work session. 

Platt reported that at the Chamber's recent public policy group Scott Asher, the North Clackamas 
Parks District manager, described a proposal to transfer Hood View Park to the NC school district 
in exchange for the historic Concord E lementary school in Oak Grove and the former NCSD 
administrative building on Lake Road. The City of Happy Valley has issues with proposal, as that 
park was built largely by SD Cs collected from within Happy Valley specifically for parks and the 
asset would no longer be a park. He reported that at the next council meeting the Happy Valley City 
Council voted unanimously, with no discussion, to withdraw from the NCPD. 
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Blake reported on CRBC's water celebration at Clackamas Community College. 

4.3 Information Items 

Blake adjourned the meeting at 7:35 p.m. 

RON BLAKE, CHAIR KEVIN BAILEY, SECRETARY 
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