NORTH RIDGEVILLE CITY COUNCIL
UTILITIES COMMITTEE MEETING MINUTES
COUNCIL CHAMBERS - 6:15 p.m.
MONDAY, AUGUST 6, 2018

To Order:
Chairman Dennis Boose called the Utilities Committee meeting to order at 6:15 p.m.

Attendance:
Members present: Councilman Dennis Boose and Councilman Martin DeVries.

Councilman Gregg Westover was excused.

Also present: Scott Belz and Justine Rose with AECOM, Mayor David Gillock, City
Council President Kevin Corcoran, Councilwoman Michelle Hung, Assistant Clerk of
Council Tara L. Peet, French Creek Wastewater Treatment Plant Superintendent Corey
Timko, Councilman Bob Chapek, Auditor Jeff Wilcheck, Safety-Service Director Jeff
Armbruster and Clerk of Council Nancy Linden.

Minutes:
Chairman Boose asked for any additions or corrections to the minutes of June 1, 2015.
No discussion was offered. The minutes stand approved as submitted.

Discussion regarding French Creek Wholesale Rates:

Scott Belz, Project Manager with AECOM introduced himself. He stated what was
before the Committee was the second or third update. They had several meetings with
the Administration. He turned the meeting over to Justine Rose for presentation.

Ms. Rose presented a PowerPoint presentation to the Committee which is attached
hereto. Ms. Rose stated the goal was to sustain line items 670 & 680. They wanted to be
able to fund the debt fund and have reserves for capital projects that were anticipated.
AECOM used previous studies and reports and information from the Auditor to arrive at
their projections. They looked at the debt service schedule and proposed future projects.
AECOM expected higher projected O&M costs. She projected a high level of capital
investment from 2018-2022.

Fund 670 is the operating fund - all consumption revenue is placed in this fund. Fund
675 is the debt service fund. This fund holds debt service payments and debt service

coverage. Fund 680 is the repair and improvement fund. All connection charges and
bond proceeds are placed in this fund.

Ms. Rose stated the goal for Fund 670 is to maintain a three month reserve for operations
and maintenance. The goal for Fund 675 is to maintain a reserve for the debt service
payments for the following year. The goal for Fund 680 is to maintain $2 million for CIP
projects.
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Ms. Rose presented the assumptions for the three funds. The assumptions for Fund 670
for user charges and surcharges, other fees and charges and other revenues are projected
to escalate at two percent per year. The interest income was calculated looking back at
last year and projected at 1.5%. The assumptions for Fund 670 were for wages and
salaries to increase at two percent per year and benefits at two percent per year. The
supplies, equipment, utilities and IT costs at are projected to increase at two percent per
year. Ms. Rose stated North Ridgeville administrative expenses were increased to
$250,000 per year.

Ms. Rose presented the assumptions for Fund 675. She stated the excess from Fund 670
is dropped into this fund. The interest rate of one percent was projected. The funds in
excess of the debt service reserve are placed in Fund 680. Future debt service payments
are estimated from the Ohio Water Development Authority calculator, based upon a
twenty year term and a four percent interest rate.

Ms. Rose presented the assumptions for Fund 680. They projected a two percent annual
increase for new connections. They also projected escalating an annual increase of 2.5%
for connection charges. Ms. Rose anticipated the balance of Fund 680 will grow. The
goal is to have a reserve of $1.5 million to $2 million. Ms. Rose stated she didn’t
anticipate any future BANS, but she does anticipate a few bonds being retired and future
bonds anticipated in 2018/2019 for capital improvement.

Ms. Rose highlighted the PowerPoint slides that discussed the upcoming planned projects
for the next five years.

Ms. Rose presented a few alternative scenarios in the PowerPoint presentation but
concluded the best path to take would be for a small rate increase and the issuance of a $4
million bond to achieve the goals communicated.

Mr. Rose asked for any questions from the Committee.

Chairman Boose stated the spreadsheets and assumptions he was looking at did not match
the numbers Ms. Rose was presenting.

Safety-Service Director Armbruster stated what he provided to Ms. Peet was a bit dated
and what Ms. Rose was presenting was updated since that version.

Chairman Boose asked about the increase in the operating costs.

Ms. Rose stated she predicted operating costs to be about $250,000 above the average
from the previous five years. It would then increase two percent per year. She noted that
French Creek had not had a rate increase since 2009.

Chairman Boose stated he agreed with a small increase and borrowing as the best way to
go. He stated he had a few general questions. He asked about the revenue assumptions
for Fund 670. He asked if his understanding was correct that the Fund projection was



Utilities Committee 08.06.2018 3

arrived at by averaging the previous five years escalating at two percent per year. Ms.
Rose stated his understanding was correct.

Chairman Boose asked if the interest income assumption was 1.5%. Ms. Rose stated that
was correct.

Chairman Boose asked in regard to the other fees, charges and rental fees paid by Quasar,
was the number the total compensation the City received each year. Mayor Gillock
stated they receive a break in electricity and they pay the City for any energy they
consume.

Chairman Boose asked if the separation pay assumption being at $75,000 in Fund 670
was correct. Ms. Rose stated that did change. Auditor Wilcheck stated the projections
are based on who they estimated will retire each year. It was anticipated there would be
at least one retirement per year for the next three years. Ms. Rose stated on the updated
spreadsheet there was a line for separation and the cost is what they anticipated.

Chairman Boose stated in the employee benefits assumption, there was a one-time
escalation of ten percent and asked if that projection changed. Ms. Rose stated it did
change.

Chairman Boose asked why the last five years weren’t looked at under tools and supplies
rather than just 2017. Ms. Rose stated that was a new reallocation of cost and last year
was the only look back available.

Chairman Boose asked how the projection was arrived at for professional legal services.
Superintendent Timko stated that has been the past number they have always used. He
added some years they use more money than others.

Chairman Boose asked why professional services didn’t have projected increased costs.
Ms. Rose stated it was reallocated to a different area.

Ms. Rose stated the administrative cost line was projected at $329,000. Auditor
Wilcheck stated the administrative costs have not been reimbursed since 2009. He
projected a large increase in 2018 but then stated it should taper off.

Chairman Boose asked why in Fund 680 the assumption for connection charges was
listed at two percent. Ms. Rose stated it was an increase of two percent for inflation and
then 2.5% for new homes being connected.

Chairman Boose asked for any questions from Administration. Mayor Gillock thought
AECOM did a great job.

Chairman Boose asked the Administration where things go from this Committee. Mayor
Gillock stated a conversation will need to be had with the other communities. Then
legislation will need drafted and brought before Council.
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President Corcoran asked about the interest income for Fund 670 and 680. He wondered
why it was 1.5% for Fund 670 and one percent for Fund 680. Ms. Rose stated those
numbers came from the Auditor. Auditor Wilcheck stated that it was a
miscommunication and they both should be 1.5%. Auditor Wilcheck further added it
could be revisited.

Adjournment:
Chairman Boose adjourned the meeting at 6:57 p.m.

Date Approved:

Tara L. Peet, MMC
Assistant Clerk of Council



FCWWTP Rate Study Update
North Ridgeville, Ohio

 EmeR - Flndmgs and Recommendations
= Rll)('LV“ .

August 6, 2018

A=COM



What Issues are We Trying to Address?

e Sustain Funds 670 And 680 for Adequate
Operation and Improvement of the FCWWTP

* Properly Fund Current and Proposed CIP

* |dentify a Debt Service Strategy to Balance
Cash and Debt Funding of CIP

* Provide Sufficient Reserves For Future CIP,
Debt Service Coverage or Emergencies

* Confirm that Assumptions are Sufficiently
Accurate for Good Forecasts
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What Do We Hope To Accomplish Today?

* Present Background Data and Assumptions

* Understand Operating Revenues/Costs and
Projections

e Confirm CIP Needs

* Understand Future Bonding and Debt Service
Strategy

* Confirm Reserve Requirements
* Confirm the Most Feasible Alternative
* Respond to Issues or Questions
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AECOM Utilized Proven Data Sources

* Previous Studies and Reports
* Auditor’s Financial and Budget Reports

* Interviews and Reviews with Auditor and
FCWWTP Superintendent

 Debt Service Schedules

* Proposed Capital Improvement Projects
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Recent Changes and Trends

e Sustained Operating Revenue Growth

* Higher Projected O&M Costs

* Updated Maintenance and Administrative Costs
* High Level of Capital Investment 2018 — 2022

* Pending Debt Issuance and Debt Service
Coverage




Uses of Funds 670, 675, and 680

e 670: Operating Fund

— Repository for all consumption revenues and other fees and

EIFES
— Source of funds for all operating expenses and transfers to

Funds 675 and 680
e 675: Debt Service Fund

— Source of funds for debt service payments and debt service
coverage
* 680: Repair and Improvement Fund
— Repository for connection charges and transfers from Funds 670

and 675
— Source of funds for the Capital Improvement Program (CIP)

— Repository for Bond Proceeds



Goals for Funds 670, 675, and 680

e 670: Operating Fund

— Maintain a 3-month Operations and Maintenance reserve
at the close of each year

e 675: Debt Service Fund

— Maintain a reserve to cover the debt service payment for
the following year

* 680: Repair and Improvement Fund

— Maintain approximately $2 million to cover upcoming CIP
costs



Assumptions for Fund 670 Revenues

Revenues from “User Charges and Surcharges” are projected by
averaging the previous 5 years and escalating at 2% per year

Revenues from “Other fees and Charges” are projected by
averaging the previous 5 years and escalating at 2% per year

Revenues from “Other Revenues” are projected by averaging the
previous 5 years and escalating at 2% per year.

Interest income is calculated by applying an interest rate of 1.5%
to the previous year’s Operating Fund (Fund 670) using an
average of the fund balance from beginning to end of the
previous year.
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Assumptions for Fund 670 Expenses

O&M costs for 2018 have been estimated by line item using data from the
Auditor’s “Account Trend” Report

Most costs are projected by averaging over the previous 5 years and
escalating at 2% per year

Wages and Salaries escalate at 2%/ year with one time adjustments for
budgeted new hires

Benefits escalate at 2%/ year after one time adjustment for health care
contributions in 2018

Equipment and Supplies escalate at 2%/ year plus $10,000 placeholder for
potential industrial pretreatment costs

Contractual Services escalate at 2%/ year, except IT costs (at 5%)
Utilities are delineated by category and escalate at 2%/ year

Equipment and Facilities Maintenance are delineated separately and
include NR Administrative expenses at $250,000/ year

Maintain a 3 month O&M Cost Reserve in Fund 670. Transfer funds beyond
the 3 month O&M Reserve into Funds 675 and 680 A=SCOM



Assumptions for Fund 675 Revenues

e Excess funds from Fund 670 will be transferred to
Fund 675 to cover debt service payments

* Interest income is calculated by applying an interest
rate of 1% to the Fund Balance using an average of
the fund balance from beginning to end of the
previous year



Assumptions for Fund 675 Expenses

A Debt Service Reserve equal to one year’s payments
will be maintained

The 2014 bond will be retired in 2021, reducing
annual payments by approximately $380,000

Funds in excess of the debt service reserve will be
transferred to Fund 680

Future Debt Service Payments are estimated from
the Ohio Water Development Authority calculator,
based upon a 20 year term and 4% interest rate



Assumptions for Fund 680 Revenues

Connection charges to be estimated by averaging charges over
the previous five years, and escalating at 2.5% annual
connection charge increase and 2% annual increase in new
connections

Funds will be transferred from Fund 670 for CIP projects
Future Bond Proceeds will be deposited into 680.

Interest income is calculated by applying an interest rate of 1%
to the previous year’s Fund (Fund 680) using an average of the
fund balance from beginning to end of the previous year



Assumptions for Fund 680 Expenses

e 2018 — 2022 CIP Schedule was developed with projections
from FCWWTP Superintendent Corey Timko, along with the
City of North Ridgeville 2018 Expense Report

— Interceptor Repairs — Phase 2 Construction S 400,000
— Elevator Replacement 350,000
— 200hp Influent Pump Valve (ongoing from 2016) 52,290
— CM Tank Blower (ongoing from 2017) 429,311
— Filter Upgrade (ongoing from 2017) 469,460
— HVAC Replacement (ongoing from 2017) 161,312
— SCADA System Upgrade 90,000
— Positive Displacement Pump 30,000

— Contingency (10%) 198,237
2018 Total $2,180,610
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2019 - 2022 FCWWTP CIP

e The 2019 CIP is anticipated to include the following:

— Centrifuge MCC and Transformer S 100,000
— Disc Filter Expansion — Installation 2,700,000
— Influent Pumps Installation 2,600,000
— Non-potable Water Line Upgrade 100,000
— Digester Blower and Air Manifold — Engineering 30,000
— Contingency (10%) 553,000
2019 Total S 6,083,000
 The 2020 CIP is anticipated to include the following:
— Digester Blower and Air Manifold - Installation S 200,000
— Disc Filter Expansion — Installation 2,000,000
— Centrifuge MCC and Transformer — Installation 400,000
— Interceptor Model for Basin Design 200,000
— Contingency (10%) 280,000
2020 Total S 3,080,000
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2019 - 2022 FCWWTP CIP

The 2021 CIP is anticipated to include the following:

— CM Tank Blower — Installation $2,500,000
— Roofing Replacements 700,000
— Miscellaneous Vehicles & Equipment 200,000
— Contingency (10%) 340,000
2021 Total $3,740,000

The 2022 CIP is anticipated to include the following:

— Substation Upgrade $1,200,000
— CM Tank Blower — Installation 2,500,000
— Miscellaneous Vehicles & Equipment 200,000
— Contingency (10%) 390,000
2022 Total $4,290,000

The Fund 680 Balance is anticipated to grow and be maintained
with a Reserve of $1.5 - S2 million



Debt Service Strategy

* BAN Retirement: No Future BANs anticipated

e Debt Retirement:

— 2014 FCWWTP Bond to be retired in 2021

— 2016 Grit System / UV System Bond to be retired in 2036
e Future Bonds

— Bonds are anticipated in late 2018 or early 2019 for ongoing
CIP
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AECOM Considered 4 Alternatives
Alternative 1: Baseline

— No Rate Increases

— No BAN/Bonds

— Fund 680 will not support the planned CIP beginning in 2020
— Deficits begin in 2020

Alternative 2: Rate Increase Only

— 15% rate increase in 2019 followed by rate increases of 6% in 2020 - 2022
— High rate increase may lead to financial and political repercussions

Alternative 3: Bond Issue Only

— $7.2 million bond issued in 2019 with added debt service payment of
approximately $526k per year

— May not have sufficient revenue to cover debt service payment and
operating costs long-term

A=COM



Alternative 4: Rate Increase and Bond Issue
| s | e | a0 | am | 2|

Fund 670 Balance

BRI $3,523,664 $1,001,692 $1,017,262 $1,025,126 $1,025,126
Months of O&M

Reserves

Fund 680 Balance

(end-of-year) $7,445,170 $8,588,686 $6,466,212 $4,375,237 $2,009,690

Fund 675 Balance
ek s $703,790 $991,865 $997,465 $570,565 $570,565

VELEL A1 $11,672,624 $10,582,243 $8,480,939 $5,970,928 $3,605,380
Balance
User Charges $4,512,431 $4,602,680 $4,882,523 $5,179,380 $5,494,286

Revenue
Future Bond

Future Debt

Service $292,446.00 $292,446.00

Modest annual rate increase of 4% in 2019 - 2022
S4,000,000 bond issued in 2019 for 20 years at 4% interest
New debt service payment of approximately $292,446 per year

Total FCWWTP Balance greater than $3m at close of 2022
A=COM



Summary and Conclusions

Predicted operating costs increase in 2019 by approx.
S250k above the average from the previous five
years, then increase by approximately 2% per year

Revenue from Consumption Charges, Connection
Fees and Other Fees and Charges continues to grow

CIP is scheduled through 2022. Full CIP cannot be
funded without rate increase or further debt

FCWWTP has operated with no rate increases since
2009



Summary and Conclusions

* A S4 million bond in 2019 along with an annual rate
increase of 4% (beginning in 2019) will allow
FCWWTP to fully cover CIP schedule and O&M costs
through 2022

e Alternative 4 maintains a FCWWTP balance of
greater than S3 million at the close of 2022,
sufficient to provide a 3-month operating reserve, a
capital reserve of over $S2 million and a debt service
reserve equal to one year’s payment.
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Agenda

Meeting name
French Creek Wastewater
Treatment Plant Rates

Meeting date
8/6M18

Location
7307 Avon Belden Rd,

Subject
French Creek Rate Study
Findings

Time
6:15 pm

Project name
French Creek Rate Study

North Ridgeville, Ohio

44039

Prepared by
Justine Rose, AECOM
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Imagine it
Delivered.

French Creek Wastewater Treatment Plant Rates

1. Introduction
a. Goals
b. Data Sources
c. Recent Trends
2, Assumption Review
a. Fund 670 Revenue and Expenses
b. Fund 675 Revenue and Expenses
¢. Fund 680 Revenue and Expenses
3. Alternatlve Review
a. Baseline
b. Recommended Alternative
4. Summary and Conclusions
5. Questions
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Meeting name Meeting date
French Creek Wastewater 8/6/18
Traatment Plant Rales

Time Location

6:15 pm 7307 Avon Belden Rd,
North Ridgeville, Ohio
44039

Project name Prepared by

Franch Cregk Rate Study Justine Rose, AECOM

French Creek Rate Study Findings

AECOM conducted a Rate Study Analysis for French Creek Waste Water Treatment Plant (FCWWTP) using previous studies
and reports, the Auditors Financial and Budget reports, the Debt Service Scheduls, the Propesed Capital Improvement
Projects schedule, and interviews with the Auditor and FCWWTP Superintendent. AECOM created a baseline budget
analysls and considered alternatives for future rate increases and debt,

Budgetary Goais

The overall budgetary goals for FCWWTP are as follows

*  Fund Current and Proposed Capital Improvement Program (CIP) projecis through 2022

=  Maintain a reserve of at least 3 months of Operating and Maintenance (O&M) costs

*  Mainlain a reserve at the close of each year to cover any Debl Service expense for the following year

Baseline Alternative

= No Rate Increases

s No future debt

=  Proposed CIP cannot be supported beginning in 2021

+  Total FCWWTP fund balance shows a deficit beginning in 2022

Recommended Alternative

e 4% yearly rate increases from 2019 to 2022

. $4 million bond Issued in 2019 for 20 years at 4% interast

= New Debt Service payment of approximately $292,446 per year

=  Proposed CIP is funded through 2022

»  Tolal FCWWTP fund balance of greater than $3 miltion at the close of 2022 to support
= 3 month O&M reserve (Approximately $1 million)
-~ CIP reserve (Approximately $2 million)

- Debt Service Reserve for the following year
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