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MINUTES OF A PUBLIC HEARING AND REGULAR MEETING 

OF THE BOARD OF DIRECTORS

GENESEE WATER & SANITATION DISTRICT

HELD

Tuesday, January 22, 2008

At 5:00 p.m. at the Genesee Vista Clubhouse


24425 West Currant Drive

Golden, CO 80401

ATTENDANCE

A Public Hearing and Regular Meeting of the Board of Directors of the Genesee Water & Sanitation District of Jefferson County, Colorado was held as shown above, and in accordance with the applicable statutes of the State of Colorado with the following Directors present and acting:

Stewart McNab

Scott Mefford

Bruce Strand

Thaddeus Spack

Also present were Scott Jones, District Manager; John McWilliams, District Superintendent; Debbie Schrimp, Director of Administration; Timothy Beaton, District Attorney; Jerry Hintz, Genesee Foundation Liaison; Approximately 20 District Residents

Motion: Thereupon motion made by Director Mefford and seconded by Director Spack the Genesee Water & Sanitation District Board of Directors elected to excuse Director Collins from the meeting. The motion passed unanimously.

CALL TO ORDER

Chair McNab called the meeting to order and opened for discussion the first agenda item.

MANAGER’S REPORT

Water Withdrawn and Returned/Including Storage – The Water Withdrawn and Returned Report for the month of December, 2007 was presented to the Board of Directors by Manager Jones and will be incorporated within and made part of these minutes by attachment. 

Bear Creek Stream Flows

Manager Jones said stream flows are currently running between 12cfs and 13cfs, which is average for this time of year.

SUPERINTENDENT’S REPORT

The Turbidity and Disinfection Report – Superintendent McWilliams presented the Turbidity and Disinfection Report for the month of December 2007.  A copy is incorporated within and made part of these minutes by attachment. 

Wastewater Treatment Plant

Superintendent McWilliams said the wastewater treatment plant had a violation for phosphorus the last week in December. The limit for the 30-day average is 1.0 and the District’s average was 1.1. He believes the operator was trying to balance the ph and alum feed, which caused the phosphorus to be affected. Generally, the District has been very good at this. They did get the process under control within a short period of time The State is not likely to respond because the District has not had a violation for several years.

Emerging Contaminants

Director Strand asked Superintendent McWilliams to check if soaps and detergents are on the Proposed Rule Making List. Superintendent McWilliams said the District does monitor these, but doesn’t have to report the results. 
WWTP Discharge Permit

The draft for the District’s new discharge permit for the Wastewater Treatment Plant has been set for public notice. The District has 30 days to submit comments to Water Quality the Division of the Colorado Department of Public Health and Environment. The discharge permit will then be issued and will be in effect for the next five years. Changes in the monitoring and discharge limits include a reduction in the ammonia limits by about 30% each month form the previous permit and monitoring only for total inorganic nitrogen, nitrates, and nitrites, also limits for E.Coli in lieu of fecal coliforms have been established. 

Sewer Backup Occurrence – Superintendent McWilliams said the District was notified of a sewer back up on Sunday, January 13, 2008. He said Eco Resources cleared out two large masses of roots in the District’s main. The camera showed major damage to the sewer main itself either from the initial construction over 30 years ago or from the roots or a combination of the two. The sewer main is flowing freely now, but the District will have to dig it up to determine the extent of the repair and damage. He said the roots could have entered the pipe through the tap where the main had been cut and the tap was placed. District personnel found water upstream in the manhole indicating that the main was blocked at or below the service. The District has a pending claim with its insurance company. 

ADMINISTRATION REPORTS

Cash Disbursements

Motion: Thereupon, motion made by Director Strand and seconded by Director Spack was unanimously carried with Chair McNab voting aye the Cash Disbursements for December 2007 were approved as submitted.

2007 Audited Financials

Ms. Schrimp said she gave the Board a pre-audited budget to actual statement showing ending funds available for 2007. 

MINUTES

Motion: Thereupon, motion made by Director Strand and seconded by Director Spack the December 11, 2007 minutes were approved as amended by Director Strand. The motion passed unanimously. 

ELECTIONS – May 6, 2008

Ms. Schrimp said the Call for Nominations would be published in Golden Transcript on February 7, 2007. Self-Nomination forms are available beginning February 6, 2008. The deadline for returning them to her is February 29th. The District has three seats that are up for election in May. Two seats are for four-year terms and one seat is for a two-year term. District residents can run for either the four-year term or the two-year term. 

OLD BUSINESS

2008 Budget Distribution

Manager Jones said he gave the Board a final copy of 2008 Budget. Chair McNab asked Ms. Schrimp to publish it on the District’s web site.

RV Sanitary Dump – Resident Request & Lookout Mountain Interconnect

Manager Jones asked Chair McNab if he had the opportunity to respond to the resident’s request for a RV sanitary dump or drafted the emergency interconnect with Lookout Mountain. Chair McNab said he still needed to take care of both those items. Attorney Beaton offered his assistance.

Employee Review

Manager Jones asked for a signed copy of his 2007 employee review for District files.  

Chimney Creek

Manager Jones said the Chimney Creek subdivision HOA thought they possibly owned 7 water taps that were not used. He explained they do not. He later received a call indicating they will be drafting a letter to the District wanting irrigation taps and want to transfer the taps they didn’t use for irrigation taps. He explained that they do not have unused taps and the original taps allocated to Chimney Creek were for domestic use not irrigation. District personnel did some research in the past and worked with Chimney Creek’s landscaper to determine where and what size irrigation taps would be the most beneficial.

Air Force Property Easement Approval

Attorney Beaton said he and Manager Jones are still working on the Air Force Property. The declaration and easement agreements were signed by all parties and have been recorded. He drafted a line extension agreement between the District and the Developer and sent it to Manager Jones. He received the recorded easement at the beginning of the year and the easement now exists. Next, is the line extension agreement, which he has drafted. He has not heard if the Developer has received their County approval or not. He assumes the District will get comments to the line extension agreement and then he will bring it to the Board. Director Strand asked when they plan to start construction? Manager Jones said based on past conversations he expects them to start this spring. 

Request For Reduction of Tap Fee Assessment

Resident Galen Knickel gave the Board another letter requesting a reduction in his tap fees. He said he is referring to his lots that have been in the District for long time and taps at $40,000 is outrageous.  Chair McNab explained to the audience that Mr. Knickel is requesting the Board change its decision on raising taps fees and reconsider rolling back the tap fees as they pertain to his lots. For which tap fees were not paid when they were included in Genesee because he was considered the developer of those lots. 

After the last meeting Chair McNab said he reviewed minutes regarding the Board’s decision to raise tap fees. He said no member of the Board has made any motions or repealed the rate increase that was decided on in May and until a Board member brings a motion to repeal it, the Board is not going to vote on it.  Resident Knickel said he doesn’t expect a motion tonight, but for the Board to read his letter.  

Water Supply Yield Analysis

Resident Livingston asked to talk to Greg Sullivan, Spronk Water Engineers regarding the water analysis presented last month. He said he had a couple of questions regarding the data used in the modeling and wanted to have a better foundation on which the modeling was done.  Resident Livingston will work with Manager Jones to discuss his thoughts with Greg Sullivan and get back to the Board.

NEW BUSINESS

There was no new business.

LEGAL REPORT – Attorney Timothy Beaton

Inclusion

Attorney Beaton said he needed to submit the inclusion agreement regarding 23575 Waynes Way to the District Court. Ms. Schrimp provided him the documents and he will get that done.

STRATEGIC PLANNING – Public Hearing

Chair McNab gave a brief history why a reserve fund analysis was developed. At the June 2007 Board meeting Genesee residents were interested in getting a tax deduction instead of strictly paying rates for water and sewer. The District has never had an operating or a reserve mill levy and it was discussed that residents may want to convert some of the expense for water and sewer into their taxes. For many people that is a deduction off income tax as opposed to just paying for water and sewer.  Out of that discussion evolved an outline for a strategic plan, which was mailed to District residents in October, and the issue of needing a reserve fund to replace assets as they wore out. 

Chair McNab said there was a time when the District had a reserve fund from tap fees that were paid. Those funds were used for the purpose of capital improvements, but all of those funds were used up and gone when the District completed the Terrace Lift Station in 2002. The District has always had some excess funds, which have subsidized service fees. There were no rate changes in water service fees from 1994 until 2004. Sewer rates were increased in 2000. The Board has generally gone with the approach that the service charges should pay for the cost of providing service. The current mill levy is used for the bonded indebtedness only. The original bonds, which paid for the creation of the District, were paid off last year. The District still has the Colorado Water Resources and Power Development Authority loan until 2014 that pays for the 1995 Wastewater Treatment Plant upgrades and the 2004 reservoir bonds.  

At the June meeting there seemed to be an interest in a reserve fund for replacing capital items as they wear out.  The first thing the District needed to do was to get a better handle on what those replacement costs would be not only on a gross sense, but also over time. Resident Dan Wenzinger who did this same project with the Foundation also worked with Manager Jones to identify what the components are and what the useful life would be and then came up with a replacement analysis for the physical assets. What needs to be replaced, when, and how much is it going to cost. 

The Board had a work session to discuss creating a reserve fund, and if so, to what extent should it be funded and how it should be funded. If the Board decides to ask for a mill levy to fund reserves for capital purposes it will have to be voted on by District residents.

Attorney Beaton said May 6, 2008 is the District’s regular election and at that time the Board could decide to do a mail ballot question to increase the mill levy for either specific or general purposes. The election time line: Feb 6th to the 21st is the Call for Nominations; Feb 29th is the deadline for Self-Nomination forms. By March 7th the District has to certify its ballot content. Tabor notices are mailed beginning March 27th. Mail ballots will go out to residents and property owners and are available beginning April 11th. Votes are then tallied on May 6th. 

Chair McNab said the Board hasn’t made any decisions on this yet. They were simply giving the residents information and wanting their feedback.

Director Strand said the summary pages of the reserve analysis were available as well as the detail pages for anyone who wanted one.  He said if the District had to replace everything today it would cost over $71 million dollars. A lot of the District’s infrastructure is 33 to 34 years old. This model focuses on ten years and then provides an additional 5 years and beyond. The model illustrates a mill levy of 5.495 for capital projects. The impact per household is a range of $175 to $361 per year, per residence, which is somewhere less than one dollar a day for homes valued from $400,000 to $825,000.  The model includes an initial contribution of $300,000 from District funds and assumes the cost of inflation at 3.3%.  Other things to consider: Average user rates over the last 14 years have risen $49 dollars, from $101.00 per month to $150.00 or $3.50 per year, or approximately 3.5%. The mill levy has decreased during that same period from 20.949 to today at 15.722 or decreased by 5.257 mills over the last 14 years. The District’s 2008 budget is in balance and does not call for an increase in rates at this time, but it could be necessary if other costs arise. 

Manager Jones said for this meeting the District did a special postcard mailing giving residents notice of this particular agenda item. He said residents are looking at the first edition of a capital replacement plan and basically how much money will be needed and gathering information on how to fund the capital replacement plan. Staff inventoried all District owned vehicles, equipment and facilities. It was then separated into water, sewer and equipment categories. An estimated replacement value for each component was made using 2007 dollars, which totaled to an estimated $71 million dollars. Usually a useful life component is made based on industry standard, but it was not part of the equation used for the model. His experience has been that everything in the District has lasted far longer than industry standard. An extended life expectancy has been used in this model.
The model shows an initial contribution of $300,000 of District funds. Estimated interest earnings are factored in during times of a positive fund balance and estimated inflated expenditures are scheduled in the model. This model illustrates an average of additional revenue of $480,354 per year for the next ten years would be needed in order to break even at the end of 2018. He said they looked at different ways of funding this and the mill levy is the most advantageous way for District residents. Using a mill levy of 5.495 effective Jan 1, 2009 though 2018 it would generate the necessary funds needed or $5,149,772 worth of estimated capital improvements over the next ten years. 

The District feels that for the purpose of capital replacements a property tax revenue source by using a mill levy is more advantageous to the customers’ verses a fee source i.e., water and sewer bills. Property taxes are usually deductible against a taxable income.  If the additional source of revenue came solely from the bi-monthly water and sewer bills the average user would see an increase of $57.00 every two months, which would be $0.92 cents per day in order to generate the $482,000 per year. Basic assumptions in the model are: 1) an interest rate of 4% and an estimated inflation rate of 3.3% based on a weighted average. 2) annual assessed evaluations are based on a 3.93% increase each year, even though your home is assessed every two years. Currently, the District’s assessed valuation is $72, 243, 290, which equates to an actual value of $80,691,000. 

Chair McNab opened the meeting for public comments: 

Resident - I have a legal question regarding the mill levy. If the mill levy at one point was at 20 the voters must have approved it at some point. Does a mill levy expire and now you have to go back to the voters to get more? 

Chair McNab said no. The District has never had a mill levy for operations. The reason the mill levy changed was because the indebtedness changed. As property values increased the burden was spread over more properties and the number of mills went down. The original bonds issued were general obligation so they were not tied to a specific mill levy. 

Resident - What will the Board do if the voters do not pass this mill levy? 

Chair McNab said the District would need to raise fees to cover the cost of things that need to be replaced. Director Strand said if the Aster Lift station fails tomorrow the District would have to seek an emergency loan and try to cover that with rates and fees. At the public meeting last June several members of the District said they don’t want the notion of surprises or special assessments or special levies let alone special rate increases that they can’t write off of their taxes. They would rather have a meaningful analysis to know what the failing rate of the District’s infrastructure is likely to be and collect and spend the money on that basis. 

Resident - If the District does pass this mill levy does that mean you will not be selling water taps to the Ralston property or is it unrelated?

Chair McNab said it was unrelated as to what the Board might do to any inclusion.  He said the Board spoke to the owners last summer when they brought the Ralston property, but haven’t heard from them again.

Resident - If we had a major expenditure and had to take out a loan wouldn’t that be reflected in our mill levy and then we would get the same tax benefit, but only when we needed to spend the money?

Chair McNab said no, any indebtedness has to be approved by the voters in advance. The one exception is in an emergency situation Attorney Beaton said. The District could issue certificates of purchase, which are short-term obligations less than one year that are exempt from voter approval. The District has to show whoever bought the CP’s that it has a plan to get that back into place, which would mean a drastic increase in water and sewer rates that don’t have to be approved by District voters. 

Resident - How many people are affected by this mill levy?

Chair McNab said all Genesee customers which includes the Village, Chimney Creek, Office and Commercial, the Crossings, Ralston School, Rockland Church, Bear Creek Highlands and the Foundation area, which is around 60% of the District. 

Resident - How much in debt are we by building that dam? 

Chair McNab said the District borrowed $8 million. The reason it is over the $8 million is because of the way it was set it up, the interest was subsidized. The original bonds that paid for this District were paid off last summer and the way this was worked out was that there would not be an increase in the mill levy.

Resident - This analysis assumes an increase in assessed valuations every year and unfortunately current economic conditions seem to be that it may not occur and assessed valuations could go down. Could someone address this?

Director Strand said the model had to have assumptions made, but if assessed valuations decrease it can be handled through rates and fees or through the mill levy. 

Resident – I am a little concerned that in not trying to over collect if something breaks and the model does not go just right, you will not have the funds needed. Is it feasible to set the mill levy a little bit higher and collect a little more, but have some sort of a cap so that if it builds up you stop collecting? 

Manager Jones said the 5.954 mills is a starting point. In a ballot question the District would ask for a set annual dollar amount and then apply a mill levy to that amount and/or state the lesser of the two. 

Resident - The purpose of doing a reserve fund is if the lift station breaks you would like to have the funds somewhere to pay for it. It may break sooner than the analysis allows, then where are you? At some point you could be behind and having to scramble around. Again, is it possible to collect more? 

Attorney Beaton said the ballot question can have creative language where the District can borrow from itself if need be, but the issue remains if the District wants some cushion or not. 

Resident - Isn’t there another source of revenue that you haven’t discussed?  

Chair McNab said the resident was referring to expanding the size of the District, which is a potential source of funds for the District, but at the public meeting last summer the constituents didn’t want the Board spending money to increase the size of the District or increase the size solely to raise money. The costs the District might be facing are going to come eventually and the Board doesn’t know when or who may ask to be included into the District. 

Resident – I would like to address the issue of a reserve fund. Prudent planners have an obligation to plan for the eventuality that things will need to be replaced. If the Genesee Water & Sanitation District were a corporation it would be operating under general accepted accounting practices called GAAP and would be required to have reserves. That is what we are talking about. You need to have a plan in place protecting the customers from financial problems of replacements taking place without funds being provided for. We need to have a reserve fund and a model that defines it. 

Resident - You haven’t sold any taps at their present rate and you have got further away by raising rates so high that you are beyond the realm of reality. I tried to advise you that if someone is faced with paying $52,000 plus the cost of extending the lines and any other part of the infrastructure, it is cheaper for them to go on well and septic. The District doesn’t know how many it can serve from a physical supply standpoint.

Director Strand said this District went from 1994 to 2004 with no increase in water fees while at the same time the tax mill levy went down. It ate up any tap reserves. It doesn’t matter now whether taps are $20,000 or $50,000 because they don’t’ help us with particular situation.

.

Resident – What is broken in the District that needs to be fixed?

Chair McNab said currently there is nothing now that is broken that needs to be fixed, but for instance, the District has several pressure reducing valves that were put in when the District was built, they are old, and most are in the middle of the streets, they are unsafe and unsafe for our workers. They have been in the budget for replacement for several years, but for various reasons they haven’t been replaced. 

Resident – I am concerned about the fact that a couple of years ago you came to us and told us about the reservoir and that we needed 125 acre feet to handle a three year drought and now we have a reservoir that is smaller than what you asked for. I don’t want to see more taps sold to decrease the water reserve. 

Resident – I tend to have a negative reaction to a mill levy increase because of an assumption that I have and many people seem to have and that is the reservoir was not only undersized but over budget. Can you tell me how much that reservoir cost? You had an $ 8 million dollar bond.

Manager Jones said he believes the final cost may be around $9.2 million, which includes floating the interest for the first two and half years equating to $700,000 and the cost of financing around $200,000. Manager Jones said that brings it down to about $8.5 million.

Resident – Presumably the interest and financing were part of the $8 million in the first place. As a taxpayer I have a negative feeling about how the reservoir ended up and what it ended up costing. It was smaller than it was suppose to be and I didn’t agree with some of the various decisions that were made along the way. Good business practices would have meant starting this fund 30 years ago. You have known there would be needs for capital replacements, but you are now asking us today to catch up on what should have been paid from the get go. That doesn’t mean I won’t vote for it, but I have a bad feeling about it.

Chair McNab said he appreciates what was said. He remembered hearing someone say, “If government has the money it will spend it.” The Board discussed this and if there is a mill levy for capital improvements it will be restricted only for those uses.

Resident – There has been some disappointment expressed that there hasn’t been a reserve fund from the beginning, but there has. The thing is that money was spent to cover the shortfall for the dam. Where did you get the money after you spent the bond money to finish the dam, where did it come from?

Chair McNab said the District had the money. It did not come from the reserve that was established for capital improvements from the tap fees. The money was also used to subsidize water and sewer rates for ten years. Did we spend some of that money for the reservoir? Yes.

Resident - That was your capital replacement fund even if you didn’t call it that. If you had an expense you had money to pay for it, but you no longer have that cushion to pay for things. Is he correct that you don’t’ have that cushion anymore because it went for the overage on the reservoir?  

Chair McNab said the District doesn’t have as big of a cushion as before, and yes some of that money that would otherwise be a cushion went for the reservoir. 

Resident - If you look at the model it shows positive and negative years, in any case it is a modest per household sum whether on the positive side or the negative side. I would argue that given the variability in all models you are basically on a plan that is a “pay-as-go” kind of reserve fund. I don’t see it building up or paying for future people.

Resident – Even if you did expand the District you would be back to the same problem you are at now and that is providing for future replacements of an expanded district.

Chair McNab asked if there was anyone else who thought a reserve fund was a bad idea.

Resident – I was against the reservoir too. I have to wonder if the people doing this model have experience doing this and will they ever come back in ten years and look at the impact. In the calculations you estimated the value of the properties over time and how much interest you may get and estimated all these things and although they don’t make a big difference over five years, over twenty-five years the differences are great. I go along with the idea of not giving the Board too much money to play with. 

Resident – If I have to pay the money I would rather pay it in taxes than in water fees. It seems to me that if there is a big expense you will have to raise the fees. I would rather pay it in my taxes.

Resident – I have the same negative feeling as expressed earlier, but it seems as though the reservoir was sold to the community on “we will not raise your mill levy.”  As soon as the reservoir was built, you need to raise the mill levy, but it is not related to the dam, but other things. That it is a back door way with all that has happened and now we have to raise the fees and the mill levy and it is because of the dam. You could have taken care of the infrastructure first and then if there was money left over consider the reservoir issue or cheaper ways to have some water storage. I feel we are doing things backwards.

Resident – Another point is those that think they are getting a tax advantage will be hit with the Alternative Minimum Tax (AMT) tax and lose it anyway. It probably won’t be much of a tax savings. 

Resident – In your October letter to us you state you are looking beyond the five years normally included in the annual budget. Does your five-year budget include capital replacements over that five-year period?

Manager Jones said yes. 

Resident – So why is that system broken, why can’t it continue?

Chair McNab said it can, but they are negative numbers.  That is the problem, you look forward into five years and you see negative numbers because of things that need to be done. So you have to raise rates accordingly. There is definitely a trade off here. It is not rocket science; we can pay as we go with fees or increase the mill levy.

Resident – Planning five years in advance still gives you the opportunity to replace things before things blow. 

Resident – I didn’t like the dam, but the community bought it and now we own it. I don’t want to see this Board sell a lot taps. 

Resident – Can the Board sell taps without the public’s approval?

Chair McNab said the Board could sell water taps within the District up to a certain number approved by its service plan. The Board can also include property that is not currently in the District, but not indiscriminately. We have inclusion guidelines we have to follow. The Ralston property is not included in the District. The Board does not need to get a vote to change the boundaries of the District, but there needs to a public hearing according to state law and public notice so that the community knows about any inclusion.  

Resident – With this proposed mill levy increase where do we stand with other districts regarding our mill levy and water fees?

Manager Jones said Evergreen does not have a mill levy but they still have tap fee revenue. As far as water and sewer fees Genesee is comparable to them and about the same on tap fees. Chair McNab said Genesee is much higher than Denver in terms of service fees. Some districts like Riva Chase are metro districts. Riva Chase and Lookout Mountain both have an operating mill levy in addition to their fees to cover the cost of operations that is something Genesee does not have and no one wants.

Resident – Why would this be on the May ballot instead of the November ballot? 

Chair McNab said one reason is the District is having an election anyway for directors and will have election costs that will incur under any circumstance so it makes more sense to have it this way.

Resident – There is still a lot of unknowns out there. You are not going to sell 135 taps around Genesee. I think if you delayed this decision and not put it on the May election you may have more of an idea of water tap resources. You have been paying an engineer to work on this and so far you don’t really know. I think before you try to zap people for more money you ought to find out what your alternative revenue sources are. 

Resident – If it were just $300 per year, then I would rather write a check for that and know where my money is going. I would rather know where it is going and what you need. Obviously we are paying for mistakes, for the overruns on the dam and it is going to come out of our pockets. 

Chair McNab said the intent of the meeting was not necessarily to come to any conclusion tonight. The plan was to digest what they heard, talk about it at the February 26th meeting and decide if they want to put it on the ballot for the May election or not. He said he appreciated everyone’s input and comments. He thanked them for coming.

The meeting was adjourned.

S. Scott Jones, Secretary of the Meeting

Stewart McNab, President

Scott Mefford, 1st Vice President

Bruce Strand, Vice President
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Timothy Collins, Secretary/Treasurer
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