MINUTES OF THE September 13, 2010
FREELAND WATER & SEWER DISTRICT

District Meeting
Meeting Place

5492 Harbor Ave
Freeland, WA

In Attendance:

Commissioner – Nolen Knickerbocker





Commissioner - Eric Hansen

Commissioner – Jim Short
Gary Hess-Davido Engineering Group Inc

Quin Clements-Davido Engineering Group Inc

Chet Ross-Freeland Chamber of commerce
Sandy Duncan – Administrative Assistant

Mitch Streicher
Charlene Arnold
Carol Hannah

Steve Shapiro
Jerry Beck

Rusty Palmer

Meg Wingard

CALL TO ORDER: Commissioner Knickerbocker called the meeting to order at 5:56 p.m. 
PUBLIC COMMENT:
Steve Shapiro stated that he wanted to voice his concerns about the new rate increase; he did acknowledge that he was aware of the increase but did not pay much attention and because of his own laziness, he couldn’t figure out how it would affect him.   He owns Island Athletic Club and is one of the major commercial users of water in the district.  His first awareness of how the rate change would affect him came when he received his July\August bill.  He noted that compared to prior bill of $2,200 and this bill for $6,500, triple.  He stated that this is a major blow to the economic viability of his business. He has avoided raising dues to his members over the last four years due to the down economy.  He asked the commissioner to review the commercial rates.    
Sandy noted that the major portion of the rate change on commercial is because of the additional ERU calculation on the base rate.  The Club uses 25 times the amount of water a residential customer uses so their base rate is calculated on $200 x 25.  The commissioners requested that Sandy send them a copy of her commercial customer summary on the billing difference from May-June to July-August, and how the new rates affect their billings.  
Commissioner Hansen stated that what has happened is that Freeland growth has hit the skids and the District was able to maintain it financial strength based on hook up fees.  With no new connection the comfort margin for maintaining a system properly has disappeared.  So what the District has tried to do is make the difference up in rates in part and also to build a capital fund.  Because the system needs capital replacement now, this is not routine maintenance but larger project.  The availability of obtaining funds from the state has also dried.  All the funding sources we relied on in the past have disappeared.   It is not really catching up with rates, but two major things have happened, the loss of hook ups and loss of State funding.
Island County Fire District Rusty Palmer Chief stated that the Fire District is reviewing their critical infrastructure and one of their critical infrastructures is their communication system.  They would like to propose installing a 190 foot tower at our well #3 well site.  
The two areas of shadows (voids) in the communication are Bush Point and Bayview, where the existing communication system does not get over the ridges.  The location of the Freeland #3 well site is an ideal location and they are asking the District if they would be in support forming a partnership with the Fire District to install a small building and 190 foot tower.  If the District agrees, then they would be willing to put some money into an RF study to see if in fact this location for a tower would help.  Upon discussion,   Rusty noted that once the project is completed the traffic to the site would be 1 vehicle per month.
Upon discussion the Freeland Commissioners agreed that they would be willing to consider.  Commissioner Knickerbocker noted that they are public servants and he believes this would be of benefit to the public in our area.  Andy noted that there are Architectural Covenants on the property and the Fire District would have to get approval for the neighbor.  Commissioner Hansen noted that the primary consideration would be to contact the neighbor.  Sandy agreed to contact the neighbors and ask them to meet with the Chief to review this proposal.  
APPROVE AGENDA:

A motion was made by Commission Short to approve the agenda.  The motion was seconded by Commissioner Hansen.  Sandy requested that the approval of the August 9, 2010 minutes be removed until the minutes of the September 9, 2010 which are the continuance of the August 9, 2010 minutes have been completed.  She also added to new business scheduling a meeting with Al Hendricks and the 3-party agreement.  The motion passed.
OLD BUSINESS:

1. Fletcher Annexation-additional requirements by Island County.  Sandy reported that we received a letter from Island County dated August 25, 2010 requesting additional information.  1) Notating on the map the specific locations of the surrounding water systems be marked and 2) a letter from W & B water works on Water Availability.  She noted that she has talked to Britt Fletcher and is working with Quin Clements to complete the map and has call into Terry Lehman on the water availability.
2. Resolution 10-08 Harbor Hills Rates.  Upon Discussion, Commissioner Hansen noted that he had a few mark ups on the exhibit to clarify the rates are bi-monthly.
ACTION:  A motion was made by Commissioner Hansen to approve Resolution 10-08 with the mark ups.  The motion was seconded by Commissioner Short.  Discussion - Commissioner Hansen stated that he believes this was a good compromise with the Harbor Hills customers, in that we listened to their comments, we delayed the increase to after the busy season and after the additional $10.00 fee is expired, so the net effect is about $12.00 in the base bi-monthly rate, plus changes in the consumption which will go into effective November 1, 2010.  Commissioner Short abstained, the motion passed.
3. Water Comp Plan meeting update.  Sandy reviewed that there was a meeting at Davido’s on August 26th with representatives from DOH-Jennifer Kropack (State Engineer), DOE-Erica Lindsey, Andy Campbell, Commissioner Knickerbocker, Quin Clements and Jeff Tassoff to review the status of our expired water system plan (Comp Plan).  Sandy noted that Jeff had submitted a list of items he needed, which she is working on.  Sandy noted that until the comp plan is completed the hookup fees cannot be changed.  Quin noted that DOE and DOH treated the meeting as a pre-planning meeting and so they reviewed all the chapters.  Quin noted that DOH and DOE were pleased on our progress as far as the information we are collecting.   One of the items discussed was the water rights and the potential use of Harbor Hills water rights in Freeland, there is a court decision pending the end of this year regarding the municipal water law, which has some impact on how water rights are used.  It was Quin impression that Jennifer Kropack suggested that we wait until the court decision has been made before we submitted our water system comp plan.  Quin noted that his goal is to have a draft ready for the next district meeting.  Once reviewed by the District he will be submit to the State for review.  Quin and Andy both noted that they were not overly concerned about the Harbor Hills water system plan at this time in that it is mainly residential.
4. Water Rights-Cost Reimbursement Agreement (CRA).  Sandy reviewed that she had email to the commissioner the final report and the proposed (CRA) from DOE.  The DOE proposal for the phase I review is $2,025.  Once they look at the phase I report DOE will submit a new CRA for the phase II portion.    Gary talked to Jim Ross with DOE regarding the payment security deposit.  1) a deposit no less than $5,000, 2) a deposit of $10,000 if the project is going to take longer than 6-months, 3) a bond or 4) full pre-payment.  Upon discussion the commissioners agreed to pay the $2,025.00 now and probably submit a $5,000 deposit for phase II.  Gary estimated that the phase II portion will be $20,000.00.
ACTION:  A motion was made by Commissioner Hansen to approve the Cost Reimbursement Agreement for phase one in the amount of $2,025.  The motion was seconded by Commissioner Short and passed.
NEW BUSINESS:

1.  Resolution 10-10 appointment of commissioner.  Sandy reported that the commissioners appointed Jim Short at the September 9th meeting however we need to have a resolution. 
ACTION:  A motion was made by Commissioner Hansen to approved Resolution 10-10 appointing Jim Short as commissioner.  The motion was seconded by Commissioner Knickerbocker and passed.
2. Scheduling a meeting with Al Hendricks and Cynthia.  Sandy reviewed that Al Hendricks thought it would be a good idea to possibly have Al and Cynthia attend the next meeting, in that Cynthia will be doing more and more work for the District and that Al will be gone the next several months.  Sandy was asked to verify with Al, who is responsible for the legal services while he is away, who will the District be billed by.  Who in Al’s firm will be overseeing legal advice to the district in his absence.   The commissioners agreed to hold off on having a meeting at this time.
MAINTENANCE REPORT:  Andy reviewed his report, a copy is attached.    
1. Andy noted that the Whidbey Telecom meter has been replaced with a 2 inch meter 
and a double check assembly was installed.  Sandy will need to bill Whidbey Telecom for the difference in price from a ¾ inch meter to a 2” meter.
2. Commissioner Knickerbocker asked the status regarding the hydrant replacement 
program.  Andy reported that he is working on the specification and will be requesting bids.  There are currently 5 hydrants that need replacing.

ADMINISTRATIVE REPORT:  Sandy reviewed her report, a copy is attached.
1. Liens, Sandy has prepared 4 liens at Harbor Hills for signing.

ACTION: A motion was made by Commissioner Hansen to approve the recording of the 4 liens presented.  The motion was seconded by Commissioner Short and passed.

2. Budgets.  Sandy reminded the commissioners that it is that time of year again and she will be preparing a draft budget for the next meeting.
3. Sandy noted that due to the age of the billing software, we are currently experiencing problems with merging the billing report to the report writing program.    The current ASP software is 16 years old and not compatible to windows 7.  She will be researching new billing software for the future.
SEWERS:

1.  Resolution 10-09 amendment to the Sewer Comp Plan.  
Commissioner Hansen voiced his concern regarding the costs of the sewer project.  The concept is good, adopting this, updating our comp plan to accommodate this sewer plan.  He was wondering if he is out to lunch on the costs, but $34,800,000 is a lot of money. This is a huge number and he was wondering if we are, while he agrees with the engineering, are we adopting something that is undoable, financially and feasibly.   He admits that he is not a financial person, the money looks huge.  He did read pretty carefully, we are talking $32,177,000 divided by 409 hook ups is almost $29,000 per hook up.  Chet noted that he is not giving credit to the commercial.  Gary noted that it is 610 ERU’s.  

Gary stated that we do not know what the cost per individual customer is until we do the special benefit study.  And the special benefit study is based on the highest and best use of the property.  For example you have a 10 acre property and in the new NMUGA zoning is 10 dwelling units per acre, that property has the ability to be developed to 100 dwelling units, or 100 ERU’s.  So their cost share based on the highest and best use would be based on the number of dwelling units they could have on the improved property.  The mechanism in getting this out to the public in a way the people could understand it was, lets break this down to dollars per ERU that we have estimated, that is not actually how the LID is going to be formed. 
Commissioner Hansen stated that if he has a piece of property that can be subdivided and he can have 10 ERU’s, he going to get hit with a pretty big fee whether he plans to develop it or not.  Gary noted that it would depend on the highest and best use and what the future zoning is.  But if he happens to grow raspberries on his property on his 10 acres and it is zoned for higher, he is still stuck with a huge bill.  Gary gave the example of Island Athletic club, there, except for the property that is encumbered by the septic system, they are already at their highest and best use or close and so their portion will be smaller because the benefit will be smaller.  Now if they could sub-divide their property where the septic system is and sell that, then there is a benefit to that part of the property and it would be a higher and best use beyond what they currently have.   
Commissioner Hansen is not objecting to the engineering and planning that has been done and is inclined to adopt these revisions.   He just wants to note his continuing concern regarding financial feasibility.  Chet noted that Commissioner Hansen is asking the very questions that the general public is asking.  Mitch stated that there are a lot of lots that are ¼ to ¾ acres with homes built on them and they cannot go anyplace.  Commissioner Knickerbocker noted that those lots are already at their higher and best use Gary noted that 5 million dollars of the total cost are for onsite costs to finance the individual step systems.  This is a lot of money; the crux is we need to bring in outside grant funds to do the sewers, to bring the cost to the customers down.  For Gary the bottom line is that there are a lot of activities tied up into this approval.  The Freeland NMUGA creation, the Holmes Harbor Shellfish Protection District, the issues from runoff from septic tanks into Holmes Harbor.  Sooner or later, with increasing densities you either do it now or do it later.  Doing it later is going to be that much more expensive.  We are now getting attention and have a momentum going; our chances of bringing in outside funding will diminish if we do not proceed.  The actual cost will be based on the LID formula which will be based on the highest and best use of the property.  Which we will not know until the Benefit analysis is completed.  

Charlene Arnold noted that there are a lot of vacancies in Freeland and the citizens cannot withstand the amount of money for sewers alone.  She was glad to hear that the District is also concerned about the costs.

Mitch asked what the cost of the benefit analysis was going to be, a where the money was coming from to pay for it.  Gary stated that we do not have a contract, but estimate the cost of the benefit analysis to be around $250,000 and it will be paid from the current grants.  Chet noted that no money from the Water District has been spent on the Sewers.
ACTION:   A motion was made by Commissioner Hansen to approve Resolution 10-09 adopting Preliminary Engineering Report for New Sewage collection and Treatment System dated July 201, the NEPA Environmental Report, Biological Assessment and Essential Fish Habitat Assessment and Archeological Investigation Report amending the Freeland comprehensive Sewer Plan and Engineering Report/Facility Plan dated February 2005 with reservation about the costs.  Commissioner Short abstained.  The motion was seconded by Commissioner Knickerbocker and passed.
Commissioner Hansen wanted to acknowledge the excellent work performed by the consulting team in getting everything completed for the USDA application.

2. Tetra Tech contract amendment.  Upon discussion it was agreed to schedule a workshop, the date and time yet to be determined to review the amendment to the Tetra Tech contract.  Sandy noted that the contract is from September 2010 through April 2011.  Commissioner Hansen stated that we would like a resolve our budget issue with the County regarding the Interlocal agreement before signing this contract amendment.  Gary noted that in his meeting with the Island County Department heads they understand that if Freeland Water and Sewer doesn’t finish the sewers, then it will fall back via the Growth Management Act to the County to perform.  Gary noted that he is concerned that part of this contract is the comp plan amendment process, the support for the LID process and more important to Gary is the Hydrogeology study because that is something we really need to get under way so we complete and understand the hydrogeology of the reclaimed water site is. To be able to take care of the concerns of the Mutiny Shores community.  Gary noted that if we do not follow through with the LID formation we lose any chance of getting USDA at any level.  If we do not follow through with the Comp Plan amendment we can forget about Ecology and State funds at any level.  Chet noted that all the work we are doing, and if  it does fall back on the County the work that we have done, the county would have to do and so that could be a negotiated settlement with the County for what the District has spent because they would have to do everything we are doing.  
Commissioner Hansen understands the urgency for the Hydrogeological study and he would not want to slow that down.  He is comfortable authorizing that we proceed based on the likely hood of or if it appears that the commissioner are in favor of changing the terms on the Interlocal then go ahead on the Hydrogeological Study.  Commissioner Knickerbocker noted that we see the necessity in spending the money to get the process going.  Gary recommends that we either authorize another meeting or make the approval of the contract contingent upon xyz.  Gary noted that if we are going to have any success in getting funding we need to be a full court press by the team to meet the November 5th application deadline.  Chet added that we have $800,000 in unencumbered assets in addition to that, is whatever work we have done could be reimbursable to us.  Commissioner Hansen agreed to contact Helen Price Johnson and let her know that the District is getting cold feet and we need the County’s support and Chet agreed that that is the message that he will be passing along at tomorrow’s meeting with the County.  Gary suggested that we approve the contract with a limited authorization to proceed by task.  
ACTION:  A motion was made by Commissioner Hansen to approve the amendment to the Tetra Tech contract with the following provisions,1) only authorizing them to proceed with task 300.02 the Hydrogeologic study and 2) we want to advise them that we want to discuss the scope of work on task 400 and 500.  This does not mean that we will change anything, but we would like to have a better understanding of these tasks before we authorize proceeding.  The motion was seconded by Commissioner Short and the motion passed.
Commissioner Hansen request that Gary prepare a  timeline or big picture/milestones that indicates here we are, first we authorized $400,000 on the Tetra Tech contract and now we are authorizing $600,000 what is the next milestone going to be.  What is the sequence of events, how many more of these amendments are we going to have before we break ground.  
The commissioners agreed to have a workshop on October 4th at 5:45 to discuss the Tetra Tech tasks 400 and 500.

3. Amendment #1 to Interlocal Agreement Island County.  Sandy reported that she and Chet met on Thursday and she is working on a draft amendment.  Gary reported that he has a meeting on September 15th with Bill Oaks and the Island County Commissioners to review the language of the Interlocal and will see how they will respond to our change on the Interlocal.
4. Mutiny Sandy Community drainage.  Chet reviewed that he has had a follow up discussion with Gaylan.  He has also received a copy of the minutes from the previous meeting and is reviewing them.  He also had a phone conversation with him today and he is pleased with the Districts approach.  
5. 3-Party Agreement.  Upon discussion.  Chet noted that he had a conversation with Cliff at Shoreline today and Cliff wanted to know if the District was satisfied with the agreement and as long as we were satisfied the bank was satisfied.  Cliff noted that the bank’s attorney has also reviewed and is in agreement.  Commissioner Hansen noted that we are still making a concession to the land trust on the buffer easement.  We have agreed to a buffer easement that is to their advantage.  We do not know what the future will bring.  Any decisions we are making right now are based on a preliminary engineering plan for a water infiltration area and to be a good neighbor to the Land Trust.  That is a pretty narrow focus, needs can change.  
Gary pointed out by working cooperating with the Land Trust, now and in the future, the District stands to gain a lot of things, not only good will and use of the property but also ability to work with them to expand the area where we can put re-claimed water in the future as the system grows and we already know that that will be important to the District and so maintaining that level of cooperation with them he thinks is really important.  It has the potential of saving the district to buy more land outright, and saves the District other options that could be far more expensive. 
ACTION:  A motion was made by Commissioner Short to approve the Agreement Regarding Easements and Amendments to the Real Property Option Agreement and to Purchase and Sale Agreement between Freeland Water and Sewer District, Shoreline Bank and Whidbey Camano Land Trust.  The motion was seconded by Commissioner Hansen and passed.
ACTION:  A motion was made by Commissioner Hansen to authorize commissioner Short to sign the 3-party agreement and easement agreements upon completion of the agreement.  The motion was seconded by Commissioner Knickerbocker and passed.

Gary Hess reported that the legal descriptions for the easement agreements are being prepared by Fakkema and Kingma.  

Chet reported that he has been in communication with Wells Fargo in San Francisco and they asked if it would be alright if they passed on to their public lending division our information.  This is predicated on the good vibes that they got for USDA that we had a very good project.  They are willing to work with us on finding grant money and funding even through bonding.  
VOUCHERS:

Account #702 Operations - Voucher # 7217 to 77235 in the amount of $84,833.39 were reviewed, approved and signed.

Account #742-Sewer - Voucher #67 to #77 in the amount of $37,939.40 were reviewed, approved and signed.

ADJOURNMENT:

The meeting was recessed at 8:27 p.m.

Respectively Submitted

Sandra J. Duncan

Approved:

Commissioner:  Nolen A. Knickerbocker
Commissioner:  Eric Hansen
Commissioner:  Jim Short
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