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TIMPANOGOS SPECIAL SERVICE DISTRICT A
ADMINISTRATIVE BOARD MEETING MINUTES . m

December 15, 2016 6:00 p.m. Conference Room
Board Members
Present: Tracy Wallace Mack Straw Keith Blake David Bunker
Spencer Kyle Chris Condie Brian Braithwaite Dale Goodman
Mark Johnson Dale Ihrke Craig White Trevor Coombs
Excused: Lynn Walker
District Staff: Jon Adams, District Manager, Shannon Hansen, Human Resource
David Barlow, District Engineer Danette Smith, Board Secretary
Joe Martin, CPA Alan Robinson, Maintenance Coordinator
Mike Howlett Bradley Christensen, Electrical Foreman
Jeff Elbert
Others: Ken Spiers, Bowen Collins & Associates
Brandon Wyatt, Bowen, Collins & Associates Craig Carlile, Ray, Quinney & Nebeker
Randy Zollinger, CH2M Hill David Sanderson, Lehi City

Call to Order
Tracy Wallace, Board Chair, called the meeting to order. 6:12 p.m.

Public Comment
There was no public comment.

Approval of Minutes
1. Approval of the November 30, 2016 Administrative Board Meeting Minutes

Trevor Coombs made a motion to approve the minutes from the October 20, 2016 Administrative Board
Meeting. Dale Ihrke seconded the motion. Those voting “Aye” — Tracy Wallace, Mark Johnson, Mack
Straw, Spencer Kyle, Brian Braithwaite, Chris Condie, David Bunker, Craig White, Dale Ihrke, Dale
Goodman and Trevor Coombs. The motion passed with a unanimous vote.

Consent Calendar
1. Approval to Surplus 4 District Vehicles — 1996 Ford 350 with Utility Bed, 2001 2500 Dodge Ram 4x4
Pickup, 2005 John Deere 644 J Loader, 2007 Volvo L110 F Loader

Tracy said these are vehicles that have been replaced and no longer needed by the District. Chris Condie asked
how this is done. Jon said we put out a public notice. We used to take them to the auction, but we found if we
posted it ourselves and set a minimum bid that we did a little better. Spencer Kyle said one thing he likes about the
auction is anyone can bid on it including employees and the District is not the one coming up with the price. Spencer
asked how do we protect the District against someone who wants to make a claim? Jon said we go to two or three
different sources to set the minimum bid, the person who sets the bid does not get to bid. Other employees can bid
once the minimum bid is set, which is an extra safeguard. Jon said he does not know if that is legally required, that is
what we do. Jon said we post it to the public, like KSL, our website; they can come down and look at it and then
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submit the bid. Spencer asked if we very often have employees bid on the vehicles. Jon said we have had, but
typically the vehicle has gone outside.

Chris Condie made a motion to approve the Consent Calendar. Dale Goodman seconded the motion.
Those voting “Aye” — Tracy Wallace, Mark Johnson, Mack Straw, Spencer Kyle, Brian Braithwaite, Chris
Condie, David Bunker, Craig White, Dale Thrke, Dale Goodman and Trevor Coombs. The motion passed
unanimously.

Finance

Joe Martin went through the District’s financial process for board members who were new on the board. We use
Caselle as a financial accounting system. We take an export of the financial statements, and drop it into our
spreadsheet where we draft the financial statements into a GAAP format, so they are in compliance with our annual
financial audit. After the financial statements, there is page where we drop in the numbers from the Caselle financial
report, this is a check and balance. Behind the actual report is the detailed reports from Caselle, revenues and
expenses with their budgets. Joe said there a few extra reports that aren’t required, but they are helpful. They are
compared to the prior year for the board to review. There is the budget to actual schedules, since we budget by
expense function and department, we have a schedule for each of those, so the board can see how we are doing
compared to our budget. As we have discussed before, we budget very conservatively, we are within budget for
every line item for this year, so far.

Brian Braithwaite said under in the financial statements, under operating expenses in electrical and
instrumentation it shows the amount budgeted was $538 thousand and we have spent just shy of $300 thousand.
Brian asked if there is a large item that is missing or the reason for that. Joe said if you look at the Caselle financials
you can look at the details of that line item. A big chunk of that is the salaries and wages, which $42,000 hasn’t been
spent that was budgeted for, and $38,000 still remaining in benefits. Brian Braithwaite said there is $51,000 not
spent in replacement equipment or instrument repair; we only spent 14% of that budget; it was a $60,000 line item.
Joe is not sure what equipment they had budgeted to spend that money on, but at this point it hasn’t been spent.
Brian said he know a big-ticket item can make a big difference, but this is almost $250,000. Jon said a lot of the
money that came from the insurance check for the reimbursement of costs, went back into this budget so we need to
look at the numbers and see if we can adjust them. Joe said we paid money out of pocket for expenses related to the
flood; when we got reimbursed from the insurance, that money went back into an expense account to offset where we
had spent that money. That check was just under $170,000. Jon said there would be some charges to the SCADA
that will come in. The generator service repair was not scheduled, that has been ongoing and the majority of that
money will be spent. There is some more coming in from outside instrumentation. Jon said he went through and
decreased some of those line items for the proposed 2017 budget.

Communication
1. Manager’s Report
Jon said it has not been long since our last meeting. The plant was in compliance for the month of November.

2. Proposed Procurement Policy - Brief Discussion
Jon said the proposed procurement is a template from the Utah Association of Special Districts. Jon said it has

been reviewed, and he understands that it has been approved by the State Auditor’s Office to be compliant with all
the procurement statues. Our policy has some things that do not reflect some of the more recent changes and so we
have been functioning under the Utah Procurement for about a year. Jon said the policy the Board was given for
tonight’s meeting is proposed for the board to review; we would like to adopt that. There are some benefits for us to
have our own policy. Craig White said they used the same template at his district. The district has the right to set
their own parameters to define what is a small purchase, large purchase and thresholds for going out for bid.

David Bunker asked if any of the thresholds have changed since our last policy. Jon said he thought that any
thresholds that have changed is because the statute required it. There is language that clarifies purchases under
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$500, and $500 - $2,000, and $2,000 up to $50,000, and what the procurement requirements are. Jon said anything
over that you do by state code. David Bunker said in section 5 it talks about small purchases, small purchase is
defined as $2,000 - $50,000, has it always been that amount. Jon said we have been more restrictive than that in the
past. David Bunker asked if there is a reason to go up to the $50,000 for a small purchase. Craig White said you still
have to go through a process to get bids. Jon said it is geared more towards the process to make sure we go through
that. Jon said there is language added; small purchases, under a certain amount, are encouraged to be spread out
amongst local merchants. Jon said we can take a look at that if the board feels like there is a safeguard we need to
take. David Bunker asked Craig White if his District’s thresholds are the same. Craig White said they were close.
This is just under a 100-page document, the state statute that this is derived from is 300 pages. Craig White said they
did an executive single page summary for their department managers because they will not go to this every time.
Craig White said unfortunately with the state procurement, because we are a district and under the state procurement
code, failure to comply with it isn’t just a slap on the hand there are actually criminal penalties.

David Bunker asked if there is a purchase order system. Jon said there is a requisition/purchase order system,
they get the quotes and provide the backup before it is given to Jon to sign and then it goes to Zonna to enter. We
also have Shannon initial it to make sure there is money in their line item. Tracy said the backup is typically attached
to the checks when they are given to him or Joe to sign.

3. Craig Carlile - Board Training Review

Craig Carlile said the state statute says that anyone who is appointed to a special service district board is required
to complete online training that the state auditor has put together. The statute also has in it an incentive to go back on
an annual basis to review that material and be compensated. Craig Carlile said he saw this presentation a while back
when he was in a similar training for a board he sits on. This video presentation does a good job of identifying some
important principles of board governance. The board watched a short video presentation by Bill Hulterstrom,
President and CEQO of United Way, Utah County.

Craig Carlile reminded the Board that there is a particular section of the statute which deals specifically with the
situation of the District Board members are, where the appointing authority is also a member of the board. It is
section 17B-1-308, “Each board of trustees member represents the District at large™ you are coming from a city, but
are appointed to an independent governmental entity, which is the District. When you are sitting at the chairs on the
District Board, your interests are for the District at large. It is difficult, particularly for those who are employed by
the city, because your employment could be at risk if you take the wrong position that dissatisfies your mayor.
Those who are on a city council, may have a competing interest in what the council wants. Craig Carlile said the
board members should remember it is by statute that when you are here all other interests are subservient to the
interests of the District.

Spencer Kyle asked Craig Carlile what he means by the best interest of the District, does he mean the
organization or the residents and businesses within the District. Craig Carlile the District is here to serve the
population, so if he were to answer that, in his mind it is you do what is in the best interest of all the individuals in
the District, not just those in your city. If the interest of those in your city is at some conflict with the overall interest
of the District than it would be your responsibility, while you are sitting here as a board member of the District, to
favor those broader District interests.

Spencer said, in the presentation Bill talked about no one member having a different authority than other
members, specifically, how do the duties of the chair differ from the members of the Board. Tracy said he does vote
on motions, but he does have different authorities as well, like signing checks and directing the meeting. Craig
Carlile said those different administrative tasks would be defined as a board. Craig Carlile said, in his role as
Attorney for the District, he periodically has individual board members call him and ask for legal opinion on certain
things that deal with the District, to do that is going around the staff. The committees do not have authority, they are
just an advisory, they study and help you with issues.

Spencer said it would be helpful to have a copy of the District By-Laws. Craig Carlile said it is a document that
every new board member should have a copy. Spencer said it would be great to have some of the Board’s general
policies in a general folder on dropbox. Jon said we started our process in 2010 and by the time we got it back,
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signed by the County the date was 2012. Tracy said we have folder on dropbox that says TSSD documents and we
can drop it in there. Jon said that is not a problem.

David Bunker said he has a copy of them with him tonight, it states, “The Chairperson shall be principal
executive officer of the Administrative Board. The Chairperson must be a member of the Administrative Board. The
Chairperson shall preside at meetings of the Administrative Board and shall be responsible for the general
supervision of the affairs of the district pursuant to the policy of the Administrative Board, and shall perform such
duties as may be assigned to him or her by the Administrative Board. He or she shall be authorized to sign contracts
or other documents on behalf of the District when authorized to do so by vote of the Administrative Board, the
Chairperson shall be elected by a vote of the Administrative Board at a meeting thereof.” David Bunker said he
brought the By-Laws with him for a different reason, that is the term of a chair person is a two-year term and can be
no longer than two consecutive terms, and must be elected for each term. David Bunker said we have been a little
lax, and we need to get back on board with that. Spencer asked Tracy how long he had been the Chairperson. Tracy
said since 2012, when that went into effect. David Bunker said that part did not change from the old By-Laws.
Tracy said when he read it he thought it was his term on the board. Spencer asked if his appointment to the Board is
separate from his appointment as the Board Chair. Tracy said yes, he is an at-large member. Mark Johnson said he
recalled that the board used to vote for the Chair and Vice-Chair every year. Spencer Kyle said he has been on the
board about ten years and does not recall voting other than when the Chair has left their position. Tracy said David
Bunker is right; these are things we should stay up on. Spencer asked if it is something that should be on the
January agenda. Tracy said yes, it will be on there.

Action Items

1. Adopt the 2017 Tentative Proposed Operations and Maintenance & 2017 Tentative Proposed Capital
Budgets as the 2016 Operations and Maintenance & 2017 Capital Budgets

Tracy said there have been a few changes made based on the board discussion at the last meeting. Staff went back
and reviewed some items and sharpened their pencils in a few areas. One of the areas looked at was salaries due to
some concerns there. Jon said there was a Finance Committee Meeting prior to board meeting and asked Craig
White to give a summary. Craig White said the summary budget document has percentages added, showing the
change between the proposed 2017 and the estimated 2016. The committee also went through the detailed budget
sheets, and reviewed salaries and benefits, where the most significant amount of changes went. There were some
benefits allocated to part time employees that were removed. The last item the committee reviewed was the impact
fee fund, recognizing that the District currently has a deficit of $18 million that we are reimbursing ourselves for
impact fees we have spent out of the reserve fund; that is still how much is due and owed.

Chris Condie asked who was in attendance at the Finance Committee Meeting. The board members who were in
attendance at the committee meeting were Trevor Coombs, Spencer Kyle, Dale Ihrke, Brian Braithwaite, and Craig
White. Chris said he could see the change on the salaries and benefits, how much was that and where did that excess
money go. Joe said it was $5.2 million down to $4.9 million, some of that is due to vacant positions. Chris asked
where that money was transferred to. Joe said it did not get transferred anywhere, it is money that goes into reserves.
Chris said if it was reduced by $250 thousand in one place, something else has to go up by $250 thousand. Joe said
yes, reserves. Chris asked what the end result of doing that other than being closer to the actual dollar amount, was
there another end goal of reducing salaries and benefits. Chris said we know we have a large reserve, so it is not like
we have to put more in there. Joe said it was to make it more accurate. The primary purpose of our budget is
approval of expenditures, so it is more in line. Chris said on the salary document it says the total salary and benefit is
$4.787 million, but we are still at $4.9 million on the proposed budget summary. Joe said those changes were made
right after the finance committee meeting and there was not time to update the documents. Chris asked if the $4.787
million is the true budget number for salaries and benefits. Joe said the $4.787 million is the number we are
proposing for salaries and benefits.

Brian Braithwaite said there was a reduction in trying to get more accurate, but we also put a new position in.

Joe said the yellow highlights are vacant positions and one of those is a lab position, which is a new part time
position. Spencer said if you add up all the highlighted positions, we have about $362 thousand that are unfilled so
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the gap that was discussed last time, $362 thousand is accounted for with unfilled positions. That does not show that
this year we probably had unfilled positions that have been filled, that just shows where we are today. Brian
Braithwaite said you did not go in and identify which employees were doing a family plan vs. a single plan, so that
buffer is still existing in this document. Joe said that based on our discussion, he did not think we were going to do
that. Brian wanted to make it clear because it is something that can be addressed and tightened as we go through next
year. Tracy said we may have an employee that is single at the moment and they get married in February and it
bumps it up to family plan. We can identify those so we understand it a little bit, but if we restrict it too much it
changes that number quick. Spencer Kyle said his city budgets the family plan for their employees because they do
not know from year to year what circumstances are going to change. Chris Condie asked if the $4.787 includes the
3% merit/COLA increase that is proposed. Joe said yes it does. Chris Condie asked if Joe knew a rough dollar
amount of that 3%. Joe said if you take the $2.8 million in the salary column and times it by 97%.

David Bunker said he agrees that having a cushion is good so we can balance our budget and make sure we are in
line for the year, as long as that cushion is within reason. If the cushion is too high and we do that over multiple line
items in the budget, that drives our need for revenue higher, which can artificially inflate our rates. We are charging
the members of our district a rate to treat their sewer and we want it to be fair, to cover our needs and costs here, but
it shouldn’t be too far over that. That has been the discussion over the last year and a half. That has been a healthy
rate and we have been reluctant to lower it because of unknown needs and some things we want to do with asset
management. David Bunker said that is why the budget wasn’t passed at the last meeting, because those cushions
were too high. This is a more realistic number. A way to do that is on the wastewater treatment; to lower your
expectation on revenues. David Bunker said the 2017 proposed wastewater treatment revenue is the same, and he
thinks there is an extra $1 million cushion there.

Spencer said revenues should not be a budget, it should only be what our current rate structure is anticipated to
bring in. If we want to lower it, the process is to amend our rates and then amend the budget. Spencer said it doesn’t
make sense to reduce revenues by $1 million if we are not going to change rates because the revenues are still going
to come in at the higher amount. David Bunker said we know we are budgeting very conservatively on the revenues,
we are going to hit more than the $16.5 million in wastewater revenue. People are coming in to Utah County. If we
underestimate these revenues by a long way than we are really putting more into our capital projects fund, we can
save a little, but it is really disingenuous to the rate payers. Spencer asked David Bunker if he is suggesting that we
should budget what we realistically think it should be. David Bunker said there needs to be a cushion, but it needs to
be fairly accurate, and he thinks we can get pretty accurate. If you take our existing financial statements through the
end of November, divide eleven and times twelve, that is where we estimate we are going to hit, that is no growth, no
additional revenue.

Spencer Kyle said in 2017 we are going to get more than we are budgeting, in his mind that is irrelevant because
that is what the rates are going to generate. David Bunker said if that number is lower and we need all of that
revenue to sustain our operations here, we are not going to lower rates, but if we are pretty accurate on our proposed
revenues and that number is really high and is in excess of our expenses by a long shot, than we can consider looking
at the rate. Spencer Kyle said we need to look at the rates either way, we defeased bonds for the purpose of being
able to change our debt coverage ratio, which affects our rates, and we have not done the rate side of it yet. Spencer
said he would like to see us do an updated rate study in 2017, but that doesn’t affect the budget on revenues until we
change the rates. It is what it is until we change the rates. David Bunker said he believes we should modify the
wastewater revenue up to be more accurate, it will be closer to $17.5 million than $16.5 million if there continues to
be growth in the same pattern that we have had in the last couple years. Spencer said if we want to make it a little
more accurate he is fine with that.

Tracy said we are putting this budget out there for the general public to see and when they see the revenues are
staying the same, they are ok, by proposing a higher amount, we are telling our residents out there, we are projecting
our revenues are going up, we want to be as close as we can on both the expenditure side and the revenue side.
David Bunker said another thing they are going to look at is our revenues stay flat, but we are going to add $3 million
in expenses. With most organizations when you say we are not getting any more revenue, but we are going to add $3
million in expenses, there are going to be questions. David Bunker said it is a method of budgeting, and the District

.



O 00 N O U B WM

BE W W W W W W W W W WNNRNRNDNRNRNRNNNENIERERRR 2 |2 B |3 |3 |
L%o%ﬁgaEaﬁl—xoLDoo-.lmu-:-wab—\Ot.ooo-qmmbwm;—\ommwmmhwml—ro

does it this way, it is fine but thinks we should be more accurate. Tracy asked David what he would propose for the
revenue. David Bunker said $17 million would still be conservative, but would be more in line. Mark Johnson said
if you look since 2015 he thinks it would be $17.3 million, if it is the same projected growth. Trevor Coombs said it
is also prudent to be conservative, the staff has been ultra conservative, from the Board’s opinion maybe a little too
much. We would like to see a little closer to actuals, but we still need to be conservative. Trevor said he appreciates
Joe’s and Jon’s approach in that aspect. Tracy asked if the board was comfortable with $17 million for wastewater
treatment income. Mark again said he thought $17.3 million, because the growth has been steady. Trevor said you
are going to raise revenue by $800 thousand and lower what you are going to take out of the fund balance by $800
thousand. Joe said it will raise what goes into the fund balance. David Bunker said that is what is driving a lot of
this discussion, is how much is being put in the fund balance every year. Trevor said the asset management plan
report will help identify what that surplus money is earmarked for. Tracy asked Joe, Jon and Shannon if it gave them
any concerns to change wastewater revenue to $17.3 million. They said no.

Joe said the salaries and benefits amount of $4.944 million needs to be replaced with $4.787 million. Spencer
Kyle asked what is in the personnel line item. Joe said we used to have one line item, we split that out this year, it
was salaries, benefits, and everything related to employees. We broke out those items related to personnel that are
not related to salaries and benefits, like certifications, trainings. Spencer asked if taxes would be in salaries and
benefits. Joe said yes.

Chris Condie said if the proposed revenue jumps up to $17.3 million and we are running expenses at $14 million
isn’t that a $3 million gap between what we bring in and what we need to run the facility. Chris Condie asked how
many rate payers we have. Spencer said the real question is how many customers the District has, the customers are
the cities, not the individual. Chris Condie said it goes back to the issue that we defeased two bonds that we still
have calculated in our rate, the customer is paying for two bonds, but we have already defeased them. Chris said he
came up with a number of $1.8 million, to give back to the cities, because we do not need it. Until we get this asset
management program in place and it gives us some data, Chris is concerned that we keep adding to the reserve
balance. We do not need to keep growing that when we do not have an explanation why we need that amount of
money sitting there. Chris said he is not sure the process to increase the rates, as a rate payer, his rate went up $3.00
per month to cover the last rate increase. The reason for that increase, from his understanding, was to cover the
bonds. The revenues are going to come in but we need to show that we recognize we do not need all the revenues that
are coming in. If the rate does not change, in 2017 we are projecting $17.3, we can take $2 million and give it back
to the cities. Chris said he wants to see a rate study and the asset management project ready to go to tell us what to
do, so in the 2018 budget we can decide if there is a rate decrease that we need to give to the cities, proportionately to
what they pay. Dale Ihrke said we talked about it last year, when we said we were going to reduce our revenue by
$1 million, it is possible that when the asset management comes out that we would have to raise rates back up. Chris
said right now for 2017 we know that we have a $3 million plus surplus of revenue for what the expenses are. We
can take $2 million of that, not do a rate decrease until we have an updated rate study, and still have a $1 million
cushion.

Mark Johnson said the last meeting we talked about the issue of a pipe upsizing, that is a potential $3 1 million
project. Mark said he did not think that was on our radar. Chris Condie asked where the $31 million came from.

Jon said it was engineering estimates out of the capital facilities plan for those particular projects that were a concern
in that area. That is a $31.5 million expenditure in 2014 dollar estimates. Mark said chances are it may be more
than that. Mark said he does not think any of the board members have a problem charging the right rate structure, it
becomes quite difficult when we all of a sudden get hit with growth. We were told at last meeting that we are
looking at several thousand units in American Fork, and Lehi said they had another three thousand units or more.
That doesn’t count Saratoga Springs or Eagle Mountain, where these pipes service. Mark said the question has been,
how much do we need in reserves, because we have no way of anticipating what that growth is going to be. Chris
Condie said at last month’s meeting they said that pipe was at 65% capacity two years ago, now they are saying it is
at 85%, but we are caught off guard, that big of a project shouldn’t be catching us off guard. Brian said we need to
go back to Lehi and American Fork and say get your numbers more accurate, the problem with that is as cities, it is
hard to forecast because you cannot guarantee what parcel will be developed. The numbers came from the cities,
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they told the District where it was, and how long it would take to fill it up; the District monitors that to validate and
sometimes the validation is not matching what the city is projecting. Brian said Lehi is growing like crazy, but that
has a ripple effect down through.

Chris Condie asked Mark if he was saying not to take $2 million or some amount to give back to the cities,
because we need to put it into the cash reserves to fix the problem with the line in American Fork. Mark said he does
not have the answer, he wants to return funds, but is not sure the best mechanism; he does not like the rebate. Mark
likes having the rate set right but has thought it is more appropriate for us to concentrate on the District as being a
treatment facility and not a collection facility. That means the cities may reach a point where they ought to be
responsible for all their own collection. The cities maintain a very basic infrastructure on the large lines, but other
than that, the District has done a lot of additional work to aid cities when pipes had to be oversized. Mark thinks at
some point in time we will have to have a discussion about the job here at the District is treatment, not collection.
Cities who have a better opportunity to estimate what their future flows are going to be because they control their
general plan, and zoning map and know what the demand on their utilities will be. It might be that they have to
charge their own impact fee for some of those mains to be oversized instead of looking at the District to do that. If
we do that, the District can control our fees a lot more fairly, unless that happens we are caught off guard quite
frequently. Chris said he understands and appreciates that, but the issue is still with this budget, we are taking far
more in than we need; $2.3 million. Even if we save all of that for unexpected we are adding that on a pile of $60
million, the asset management has not been done, as well as other things. Chris said to earmark some of that and say
in 2017 the chances of doing something significant, enough where we couldn’t afford to take out $2 million and give
it back, doesn’t seem reasonable. In the effort of becoming more of an actual budget, still conservative, but not ultra
conservative, we can give something back until we know what exactly we need to do with the rates.

Joe said on the Capital Budget we are actually negative, when you take into account what we plan to spend as far
as projects go. In the operations budget, yes there is more revenue than expenses, but we dip into reserves when you
take the capital budget into account. Spencer asked what about when we add depreciation, are we still negative? Joe
said yes. Craig White said what is not showing is debt service, the principle payment for debt is not reflected which
then has to come out of it. The net effect is the District is still operating in the red for next year. Joe said it may not
be until 2018 for our next principle payment. Brian said part of the issue we have talked about there is a discussion
about cash and about bonding, the amount of cash is only relative to how much we do or do not want to bond. We
have talked about doing offsite composting, with that discussion we come out with a clearer picture of what we want
to do as a board, that will have a direct impact on this. It doesn’t mean that it can’t change, we can have that
discussion; we will not have asset management program in place and have any knowledge of anything going on
probably until the end of next year, it can be perceived that we are collecting cash. That all has to be part of the
discussion, where are we comfortable as a board in bonding. The discussion we had a minute ago about the $31.5
pipe can easily be addressed by bonding, as a board is that really where we want to go. If we are going to have that
kind of thing and we know we are going to bond than it is a non-issue. It is a big discussion, but it does not apply to
what we are talking about today because we haven’t talked through it enough to where we are all comfortable about
what the decision would be.

Tracy said as we work through this in January and February, and start redefining what our policies are and what
our direction will be, as a board, it will answer a lot of these questions. Tracy said the one thing he does not want to
do is increase the rates year after year, like we did a few years ago. Chris said what is on the January agenda that is
going to force us to research it and make a decision so we are not doing this a year from now. Tracy said the biggest
thing is we will be setting a date, probably in February, for a workshop, and then defining what we want to
accomplish as goals. Brian said he thinks one of the agenda item should be to address what Chris has brought up, do
we offer some type of relief to the cities. Tracy said that goes back to put it on the agenda, discuss it, make a
decision, have a vote and move on. Brian said yes, whoever is in charge let’s put it on the agenda as a discussion
item, we are not going to be making those votes in that meeting, but let’s have the discussion to make sure we are
clear where the pieces are so following meeting we can make a vote. Spencer said we defeased bonds with the
anticipation of lowering rates, if we were to consider some type of rebate to our customers, the cities, what amount
could we have reduced our rates, that dollar amount that we collected that we didn’t need to, should be the amount of
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the rebate. Spencer said that is something to think about as we discuss it in January. Chris Condie said he agrees
with that. Joe said if the we rebate that money how does the District go about getting that money back to the citizens.
Chris Condie said his opinion is you leave it up to the city to figure out how they disperse it back to their residents.

Tracy confirmed that the amount for salaries and benefits is not $4,944,019 it should be $4,787,749. Spencer said
on the operating expenses we now have this column that talks about the percent change from where we estimate we
will be this year and what the proposed budget is. Spencer said for any of these percentages that are greater than
10%, what is the reason for that. In the personnel line item, we are estimating to be at $57 thousand, we are
budgeting $110 thousand next year, what changes from this year to next year in that line item. Joe said he was not
sure, he does not have those details. Spencer said in utilities we are going to come in just over $1 million and we are
budgeting $1.3 million next year. Tracy said the biggest thing would be power. Spencer asked what is changing
between 2016 and 2017 when it comes to utilities. Jon said natural gas was down this year, and power increased
3%, he would have to look at that, he doesn’t have the detail in from of him.

Spencer said in repairs and maintenance, this year we anticipate spending $350 thousand, and budgeting $786
thousand next year. Brian said if you look at the expenses by department, Administration is a 45% change, all the
rest are less than 10%. Spencer said the percent change in departments category looks wrong. Joe said it must have
a formula error, he will fix that and upload it to the dropbox. Spencer said our budget is going up by $3.2 million,
salaries and benefits represent about $700 thousand, but that still leaves $2.5 million we are increasing. Jon said
there was money taken out and the budget amended, that accounts for about $1 million, collections there was $150
thousand so we can start assessing sewer lines for the asset management. Spencer said if we have taken out $1
million that we do not expect to spend this year that we are going to spend next year, that still leaves $1.5 million
increase. Jon said asset management is in administration, we took out $500 thousand and added $100 thousand, so
that is $600 thousand, we bumped legal from $75 thousand to $125 thousand in anticipation of legal action. We
added $25 thousand to the Research Council. We added another $100 thousand for biosolids. Joe said Jon does a
detailed budget, and every department has every expense category; Joe takes those numbers from the detailed
spreadsheet and drop it in the financial statement by the financial statement line item. Joe said he could dig into his
financial work book. Chris asked if the budget that splits every department out handed out to the board at some time
and the Board requested to go to a summary form. Jon said yes. Chris asked if the Board can get a copy of the
detailed budget. Chris said in the 2016 estimate of expenses, or even the final does that include every bill that has
come through. Joe said we will get bills into February. That is why we talk about the budget being a tool for
expenses, we budget that we can spend up to that amount, although we never do, because we budget conservatively;
that is purpose and what we have always used the budget for here.

Joe said if you look back at the financials statements we went over earlier, and look at the budget to actual, it is
very similar, we are not budgeting any differently than we have before. Part of the problem is the expenses year to
date, even estimating year end, that is a compliance thing we go through with the state auditor. Those expenses are
probably going to come in a lot higher when you consider all the bills that come between now and when we are done
with our audit. Spencer said his concern is just to tighten it up, so it is more realistic, if he is good with the way the
budget is this year, he just wants to know what the changes are to next year. Brian said we will close out the year
and we will have actuals, it would be interesting to compare the estimates we have today versus the actual. Jon said
we do the budgeting with the categories and entries, he doesn’t do that, as the procurement officer he makes sure we
follow procedures and stay within, but to start pulling that out he is not sure what is in each category.

Trevor Coombs said he is ok with how the budget is stating, he has his concerns which he voiced to Joe and the
financial committee. One concern he has, it is too late to change here, he feels it should be addressed at the retreat,
he doesn’t like the notion that we are double dipping with depreciation and also budgeting for capital projects.
Depreciation is like when your home is losing value, but you make an improvement like, put a new roof on it but still
depreciating that roof from the previous old roof and turn around and pay $30 thousand for a new roof That is
happening with the district, with the depreciation side of it, and turning around and putting money towards capital
projects. Joe said to a degree, which Trevor agreed. Joe said if it is a new asset that is not happening, if it is a
replacement of an existing asset, yes but the cost is historical. Trevor said he would prefer, even if we have the
money sitting there for depreciation, he would prefer having that identified under the capital projects as a
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replacement cost for whatever it may be, to have a little more clarity, a little more defined where things are at.
Trevor said he understands we are going to get a lot more money than what we are probably going to spend, it shows
we are going to go in the deficit, but in reality, we will not unless there is some outrageous unexpected thing that is
going to happen. Trevor would like to see it a little closer, even if we have a contingency set aside, like if we really
thing wages are going to be $4.2 million and we have a $5 million budget, he would rather see that $800 thousand
put in a contingency account so if it needs to be allocated to the budget, staff can do that, but it is identified more
accurately. Trevor is ok with leaving it how it is now, we are not going to change any rates, we are going to get the
revenue, we will have to budget for the revenue, budget for the expense side, whether it goes to project A or B is
irrelevant until we can get capital facilities in plan and address the extra money and where it is going to go. The
board has to define what we are comfortable with in bonding for and what we are comfortable with having cash set
aside for. Hard to sit here and say I'm going to charge the current citizens for the usage for something they may not
even be here in 20-30 years when we have to get a new plant. Having said that Trevor wants to make sure we have
some money set aside that is prudent so we are not bonding 100% of those costs. Joe said one reason we have the
depreciation is because of the financial statement format that we use for GAAP, depreciation is an operating expense,
so for consistency we have always put it there, but we can make adjustments if we need to.

Chris Condie said what can we do, as a board to make sure these capital projects are done, is there a monthly
update on these. The money will be approved, there are certain factors you cannot control, but what can the board do
to make sure the District has the resources to get these done. Jon said that is another thing we can discuss at the
retreat. Once we have a project underway, there are the monthly progress reports, there are some things we can look
at doing and how we bid it out. Chris said if there are policies are things we need to modify to helps there to be less
red tape, those are things Chris would like to hear about. Jon said when we look at that, we have a diking project that
is just under $1 million, we prepare, we bid it out, we move forward, but you have almost $6 million in there in land
negotiation and getting those blowers taken care of. It makes it more realistic to get try to get those things done.
$600 thousand of it is cover replacements. The lawsuit prevented us from doing some of the projects, so they were
rolled into the next year.

Trevor Coombs made a motion to adopt and approve the 2017 Proposed Operating and Maintenance and
Capital Budgets with adjustments in Wastewater Revenue increasing to $17.3 million and the Salaries and
Benefits decreasing to $4,787,749, with the difference in the increase in revenue and decrease in expenses
being offset towards the deficit in our capital projects. Brian Braithwaite seconded the motion. Tracy
Wallace called for a roll call vote. Trevor Coombs-Aye, Dale Goodman-Aye, Dale Thrke-Aye, Craig White-
Aye, David Bunker-No, Mark Johnson-Aye, Tracy Wallace-Aye, Chris Condie-Aye, Brian Braithwaite-Aye,
Spencer Kyle-No, Mack Straw-Aye. The motion passed with a majority vote.

Tracy Wallace said we are going to work hard and as we look at other entities, like the cities start working on the
next year’s budget as soon as you pass the budget, we need to adopt that same strategy. This is something we will
work on together as we get this retreat going. Brian Braithwaite thanked Jon, Joe and Shannon; Brian said the board
put a little extra load on them, which is not a reflection of anything you are doing wrong, this is an issue of the Board
wanting more clarity to do their job better.

Adjourn:
Chris Condie made a motion to adjourn. David Bunker seconded the motion. All present “Aye”. Meeting
adjourned. 8:24 p.m.



