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TIMPANOGOS SPECIAL SERVICE DISTRICT

ADMINISTRATIVE BOARD A] P
WORK SESSION E @

Date: November 10, 2016 6:00 P.M. Conference Room
Board Members
Present: *Tracy Wallace Mark Johnson Craig White Dale Ihrke
Brian Braithwaite Spencer Kyle Chris Condie Keith Blake
Lynn Walker David Bunker Dale Goodman Trevor Coombs
Mack Straw
Others: Jon Adams, District Manager

Danette Smith, Board Secretary
Shannon Hansen, Human Resource
David Barlow, District Engineer
Joe Martin, CPA

Conducting:
Tracy Wallace, Board Chairman. The meeting commenced at 6:09 p.m.

L. Budget Work Session to Discuss the Amended 2016 Operations & Maintenance Budget, the
Amended 2016 Capital Budget, the Tentative Proposed 2017 Operations & Maintenance Budget, and
the Tentative Proposed 2017 Capital Budget

Tracy Wallace said staff has put together a budget summary. The board was given the summary for the 2016
Amended Budgets and the 2017 Tentative Proposed Budgets.

Tracy said the amended budget for 2016 are items that would need to be changed to bring us into compliance for
this year. Spencer Kyle asked about the increase in the miscellaneous income from $70,000 to $120,000. Jon said the
miscellaneous income is septic haulers, and various other income. That came in at more than what we had predicted.
Joe said he took where we were at and divided it into the number of months and projected out to the end of the year. He
then sat down with Jon and Shannon and went through each account to see which accounts were done, or if there were
more expenses expected. Spencer said we underspent quite a bit in professional services and office expense, he knew
some of it was anticipated legal costs; was there something in the office expense that was anticipated that we did not do.
Jon said we originally had $500,000 in legal and we dropped that $200,000. Jon said there was $500,000 budgeted for
asset management in office expense. We have the RFP completed and it has been reviewed by legal; we have made the
changes, and if we get it back we will get it out by the end of the year. That has been rolled over into next year’s budget
plus we added another $100,000. In our interviews with firms, the price ranges were $500,000 - $800,000.

Jon said in revenues, when we amended we added the money that we knew we would bring in. It is increased by
another $1 million, that is left at the same rates. Last year, we had an average 1.24 mg/day flow increase. That flow
along with the strength is what we bill for and that is what makes up that other $1 million. Brian asked how much of
that is Micron. Jon said he would have to confirm, but he thinks they went up about 300,000 mg (million gallons).

They have of cap of 3.2 mg/day and they are in the upper 2°s. We adjusted the revenues, and interest income was higher
than anticipated. We did not sell as much compost as we thought, it was about 14% less. Green waste was close, but we
are going to start seeing that revenue taper off. Keith Blake asked why it would be tapering off. Jon said, per our
settlement agreement, we have to minimize what we are taking. The agreement says we will drop it by about 500 dry
tons, which is about 2000 wet tons, times the $26.00 tipping fee at North Point is about $50,000, which we added to
solids handling budget next year.

Jon said in the Administration budgets, there were not huge increases; training, and general engineering were
increased. We had money in plant expansion, and with the lawsuit and the settlement the project was closed, but we still
had some training to do. There was $60,000 taken out of capital and $30,000 put into the administration budget;
$10,000 in training and $20,000 in general engineering.

Jon said in the operations accounts, in special studies, the $100,000 was taken out for this year. It was carried over
to next year, plus another $50,000 added to it. The studies are to see what our options are for biosolids. In the past, we
have put that into capital, but we have moved that into O & M, which is more appropriate. Permitting fees went up by

1



Lok WN R

MU UL DLDDAEDLDDEDWWWWWWWWWWNRNRNNRBNNNNRNNERER R R B B 2 9 e e
NOUOBRWOMNRPROWVLCONODUEBRWNROOVOGNIOITNAR,WNRNROVLOENOAOUDRARWNREROWLONOOTULE WRNERO

about $1,500. Natural gas was dropped by $25,000, which we will not use this year based on the weather we have had.
The total decrease in our operations area was about $118,000.

Jon said in the maintenance budget there were no changes.

Jon said in the collections budget there was a decrease of $40,000. The money was taken out of the sewer system
rehab and moved into next year, plus more. This is so we can start inspecting our larger lines, which we will have to
hire out. We know that as part of asset management we need to do that. Rather than have that as part of the contract and
have that expense with a markup, we will hire ourselves.

Jon said in the pretreatment budget there were no changes.

Jon said in the solids handling budget there were some minor increases. One was for $12,500 in equipment repair
outside. Jon said when we get to fleet the board will see there was money taken out there, we had beefed it up last year
because our screen and grinder are old. But, with phasing out, it is a rebuilding effort to get us along so we can make it
without replacing those. The screen is about $500,00-$600,000 to replace new, a tub grinder is close to $1million. We
figure it is going to cost an extra $150,000 to $200,000 over the next few years to rebuild those and keep them running.

Jon said in the Lab and Fleet accounts there are no big changes.

*Tracy Wallace left.

Jon said the Capital Budget looks like we did not get much done, but we actually had a successful year. We
finished the Alpine/Highland Line and there was about $35,000 left over, so that will come out. The Suncrest Lift
Station is an in-house rehab and we have been able to drop that by about $40,000. The Plant Expansion had $60,000
taken out and put $30,000 back in the O & M Budget for training and engineering. We had a remodel job for our old
operations building that we did not get to. We are replacing our network and other things that need to be done before we
start on the remodel. Jon said he is not proposing any new capital projects in the 2017 Budget, he is moving projects
from the 2016 Capital Budget over to the 2017 Capital Budget. The bulk of the $9,400,000, that will be pulled out, is
for blowers, $4 million, which will be paid next year. We are negotiating for property, that is $2 million; we carry over
the §1 million contingency fund and there was $825,000 diking project, but with the compost access, we did not want
two contractors down in the same area, so we will do that next year.

We finished the Compost Access Project, it came in about $200,000 under budget, so that was pulled out. There
was some money left in the Lab Project so that money was pulled out. The fleet account would be reduced by $745,000,
we will spend $155,000 this year. The Board just approved a truck and next year we will order 2 more cab/chassis and
the inspection units for the TV trucks. David Bunker said the covered compost is showing in the 2016 and the 2017
again. Jon said the $600,000 is for replacement of covers this year and then if we replace the remaining eight covers
next year that would be the other $600,000, which would get us through. We have repaired the original Gore covers, but
we have 24 covers and they exceeded their life expectancy and warranty period. For the last two years, we have
purchased eight covers each year. David Bunker said there is a lot of cost with compost with us phasing out, have we
looked at the cost we are going into with this and thought about phasing out faster. We know where we are headed and it
coming to an end, even though we could go another four years, what if it makes sense to stop at three. Jon said the
$600,000 for next year’s covers, would be the last proposed for those covers. Trying to replace the screen and the
grinder have been taken out because it is not worth it. Jon said he has met with Roger Harper from North Pointe, the old
composting site on the west side of the lake in Elberta is open and available. Jon questioned whether we could compost
off-site; we could if someone went in with us, because what kills us is the transportation costs, so we will look at that
and North Pointe is interested. We have an opportunity for biosolids that would go up to South Davis, Alder
Construction has gone into a public/private partnership with South Davis to build high efficiency digesters; they have
contacted us, we are trying to negotiate for them to come get them. The property acquisition is a potential for an
optional disposal site. Jon said he is open to any suggestions, and is looking at new technologies that come along.
Composting has been successful and is still very cost effective and people like the product. We ought to look into
whether it would be feasible if we go in with someone. That may still be an option to go in with someone. North Pointe
already has the trucks, right now we haul our biosolids over to them and they put it on top of the garbage. They haul it
to Wasatch, and since the truck is going there anyway, we do not get charged for that, but we pay the $26 tipping fee. If
we have to haul to Wasatch, we will pay the trucking costs and we will pay more than $26 tipping fee, because that is a
North Pointe fee.

Dale Ihrke asked if the $1 million for land acquisition would not be spent until the study is complete. Jon said we
looked at this a few years ago, and Central Valley was willing to sell that and we had the property appraised. We were
thinking about soil regeneration or some type of monofill. Jon thinks we should proceed with that because we need
more than one option. If we could negotiate the acquisition of that property, Jon would recommend to go ahead with
that and do the studies first to make sure the property is suitable for that. The property is out by Fairfield by the old
construction landfill. This money has been carried over, they took it off the table and we did not find out until recently
that Central Valley was trying to market that property as the site for the prison. They were not selected so now it is back
on the market. We are looking at 200-250 acres. Jon said we would try to get that study under way as soon as we could
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after the first of the year. It will not be anything like the asset management; we could ask three firms to give us quotes
and move ahead. The firms right now as far as biosolids are CH2M Hill, Brown & Caldwell, and a couple from back
east. Keith asked if the issue was that we need the microbes from the composting during our processing. Jon said we
have the organisms we need, they are natural to the process, the biosolids is an enhancement because it provides the
moisture you need to get the composting going and maintain the temperatures that are required to kill the pathogens.
Then the decomposition process itself provides for that. Jon said right now we are doing Class A compost and we are
looking at continuing to do Class A because there are no restrictions as far as where it goes and what happens. We were
criticized as far as cost, just hauling to North Pointe was $1.5 million. If we spent $1 million composting we would sell
$350,000 and some years we were near $500,000, with the benefit of reuse. Jon said unless the Board has different
opinion, we would like to meet Class A with some beneficial reuse appeal to it, and would be accepted by the public.
The soil regeneration is basically the same thing, you bury your solids, blend it with native soils and then ten years down
the road you are able to excavate it for topsoil with no restriction.

Dale Thrke asked if we would be looking at digestion when we do the biosolids study. Jon said digestion is not in
the study because of the capital cost. Jon said we will look at it, but it will be up to board if they want to invest that
capital. The type of aerobic solids we have, it doesn’t give you quite the bang for the buck. Keith Blake said under the
plan each year we need to reduce the amount of green waste; how do we do that. Jon said we would close in December
except to take Christmas trees, because that is a good green waste source. We are seeing that some of the compost
operations have shut down; we are seeing people bring in green waste from the other valleys and outside the District.
We have had too much; last summer we had to shut down, the potential for odor is great, and we actually had one of the
piles that combusted.

Jon said he would go through the proposed 2017 budgets. Wastewater income was left the same. There is a
proposed 3% increase combination cost of living and merit increase for the employees. Jon said we look at the CPI and
we call around to see what other districts and cities are giving. There was a range from 2.75% to 3.5%, so we proposed
3% which is the same as last year.

In the Administrative budget, there are some increases, memberships went up $1,000. The water quality council
asked if we would be willing to participate in a lobbying effort, so we increased water quality research by $15,000.
Asset Management was increased $100,000. Internet was increased $3,500, as we went with CenturyLink. The total
for the 3% increase, including benefits, wage increase and payroll taxes is $25,400.

In the Operations budget, special studies was increased $50,000 for special studies to go towards the biosolids
study, permitting fees went up $1,500, and power increased $60,000 based on the percentage increase. We are
participating in the power program with Rocky Mountain Power, but we have eight bioreactors and we are running five,
so if we have to kick on another that increases the power. The total for the 3% increase, including benefits, wage
increase and payroll taxes is $20,127.00.

In the Maintenance budget, spare parts was increased $17,500 to rebuild some of the equipment. Equipment
replacement was increased $25,000, but there was also $25,000 taken out of machine shop repairs, which had been
bumped up due to the flood, so that is a wash. Brian asked how much of the equipment is under warranty. Jon said
there may be a piece or two that were replaced because there was an initial problem; we had asked for 3-5 year
warranties and that project started in 2010. Brian said he was expecting the maintenance costs to stay the same or
decrease because of the new equipment, but they haven’t. Jon said when the contractor furnished a piece of equipment
they had to give us some spare parts, unfortunately as part of the settlement we did not get those spare parts. Now when
we go get them they are not capital. We have to buy them out of the O & M because they are replacement parts. Out in
our bioreactors, as we want to remove phosphorous, we have aerobic and anaerobic zones, in the anaerobic zones, we
mix it, those mixers have ceramic discs that have to be replaced twice a year and there are 64 of them. They are not
cheap and that is an expense we did not have before, and those were not furnished. Jon would actually expect our spare
parts to go up a little. There is specialty equipment in a lot of cases and there is only one place to go get it. As we get
out of warranty, we look for places we can have equipment made, but in some cases, we are locked in. We had some
issues with our UV disinfection machine, we ordered cables that are custom made, and we looked all over in February
and just got them two weeks ago, and they can charge you what they want. The total for the 3% increase, including
benefits, wage increase and payroll taxes is $26,230.

In the Pretreatment budget, there are no changes. The total for the 3% increase, including benefits, wage increase
and payroll taxes is $7,081.57

In the Solids Handling budget, there were a few increases, general supplies were increased by $7,500, spare parts
increased $1,500. You can look at that and say if we are producing more shouldn’t those costs go down, no because the
equipment is old. Solids disposal is increased $50,000 to haul biosolids to North Pointe to satisfy our agreement. The
total for the 3% increase, including benefits, wage increase and payroll taxes is $17,380.

In the Electrical/Instrumentation budgets there was quite a bit of damage to controls and instrumentation from the
flood, we have replaced most of that. We have received a check from our insurance claim. We applied a claim for
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about $175,000 and we received $169,000, so there is some offset. Some of the equipment was ruined, some will run
for a while and some longer than others. There is some instrumentation that needs some attention so the replacement of
instrumentation/parts was increased $10,000. SCADA system support was increased $10,000 because there is
programming involved, and our stand by generators need to be serviced so there was an increase of $15,000. The total
for the 3% increase, including benefits, wage increase and payroll taxes is $9,859.56

In the Fleet budget, there was an increase of $5,000 for tire replacements.

In the Lab budget, there is not too much change, but because of the services we are trying to put together and the
extra testing for Utah Lake, there is an increase of $4,500 for lab testing supply and $5,000 for outside lab services. The
outside lab services run tests that we may not be certified for and also are a third party who help confirm what results we
get. Because of the amount of testing and now the facility we have, there is an increase of $20,000 for a part time lab
employee. The total for the 3% increase, including benefits, wage increase and payroll taxes is $38,000, which includes
the new part time employee wages.

Chris Condie asked if the employee cost of living increases is straight across the board or is there some process to
it. Jon said the employees go through an evaluation process. last year we adjusted the schedule and gave a cost of living
that was 1% and the other 2% was based on merit. A little less than half got the 2% and others got somewhere in
between 1% - 1.5%.

In the Capital Budget for 2017 Jon said he has proposed $175,000 for operations building remodel. There was a
program for asphalt overlay that is $100,000 per year until we go through the plant. Land acquisition is $1,000,000, and
the off-site development is $1,000,000. Fleet is $650,000 for the TV Camera vehicles and another District vehicle.
There is a flume that needs to be removed over in Lehi, in a swampy area, and we have to wait until it freezes, which it
has not done yet, so $125,000 will be carried over. The Utah Lake Diking Project is $825,000. There is $1,000,000 in
the contingency fund. There is $4,000,000 in Blower Replacement. The Digester Cover Project is $500,000 to cover
the aerobic digester with a breathable fabric to prevent odors when we start it up.

Dale Ihrke asked if there was money for studies for the phosphorus issue. Jon said in addition to the $100,000 we
have for the research council. Dale Ihrke said if we really had to go to the .1 mg/L what is it really going to take and
cost, like an order of magnitude study. Jon said he looked at doing that with the special study money next year, but we
could do that. If things would go well and they stay at the 1 mg/L, we are pretty close to that, the worst we would have
to do is some chemical addition at the end. If they drop it to the .1 mg/L then we would amend that, because then you
are talking big money and moving fast. If they drop to .1 mg/L, it would change the deadlines the state had outlined, so
Jon thinks what we have in there now, we are ok. Jon said we have a compensation study going, TechNet is looking at
the position descriptions. That is ongoing and should be done in January. The network is being done and they are on
phase 2; Jon is impressed with the quality, equipment and knowledge of this company.

Keith Blake asked what the diking improvements are. Jon said right now the lake is at a low level, but three years
ago, it was lapping over into our ponds. We wanted to dike that up to make sure the lake did not come in on us. That is
going around to dike up that large pond area. Mark Johnson said he thought those dikes were rebuilt about seven years
ago; Jon said that was done about 10-11 years ago, before he was here.

David Bunker said the 2017 proposed Operating Revenues $16,882, 000 and Operating Expense at $14,387,000,
our revenues we are projecting higher than our expense. In addition to our non-operating revenue and expense another
increase in net position $9.8 for the total of $12.3. Joe said if you look at the non-operating revenues and expense there
is $3,084,186 for interest that should be negative, so the total change in net position should be $3.6 million instead of
said the $9.8 million. That is a $6 million swing because that number shows positive instead of negative. It shows
correctly on the 2016 Budget summary. Jon said the revenues are correct at $16.8 million and $14.3 operating expense,
so that would mean there would $2 million to go toward the $10 million Capital.

David Bunker said it would be nice to see the breakout on the Capital Budget because some of these are impact fee
eligible or at least a portion of them. Jon said there are a couple things to look at, unfortunately on this capital budget
there is not a lot that is impact fee eligible, but we are also in the red. Joe said we have a running balance of how much
impact fee we brought in, how much we spent on debt, and how much was qualified expenses. If you look at all the debt
that we paid and the projects that were impact fee qualified, we still have about $18.5 - $19 million that we have spent
and have not reimbursed ourselves back for yet. David Bunker said he would like to see that presented so the board
knows what that number is, including the deficit. That goes to show, in the big picture, why we show excess revenue
over expense on an annual basis. If we could get that together and have a projection of about 5 years to show the track
we are on. Jon said Joe has been working hard to get that together, it has been an ongoing work in process. Brian said
it something that becomes ugly if you do not stay on top of it from a legal standpoint, and is much easier to do it in real-
time. David Bunker said we had a few years where we weren’t as careful as we should have been on keeping track of
where those impact fees were coming in and going out, and Joe is doing a good job and David appreciates his work.

Brian Braithwaite made a motion to adjourn. David Bunker seconded the motion. All present “Aye”.
Meeting adjourned. 7:15 p.m.
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