City of Springfield
Work Session Meeting

MINUTES OF THE WORK SESSION MEETING OF
THE SPRINGFIELD CITY COUNCIL HELD
MONDAY, APRIL 7, 2008

The City of Springfield Council met in a work session in the Jesse Maine Room, 225 Fifth
Street, Springfield, Oregon, on Monday, April 7, 2008 at 6:02 p.m., with Mayor Leiken
presiding. ‘

ATTENDANCE

Present were Mayor Leiken and Councilors Lundberg, Wylie, Ballew, Ralston, and Woodrow.
Also present were City Manager Gino Grimaldi, Assistant City Manager Jeff Towery, City
Attorney Joe Leahy, City Attorney Bill Van Vactor, City Recorder Amy Sowa and members of
the staff.

Councilor Pishioneri was absent (excused).

1. Regional Wastewater User Fees for Fiscal Year 08-09.

Environmental Services Manager Susie Smith presented the staff report on this item. User fees
for local and regional wastewater and for storm drainage were last reviewed by the City Council in
May of 2007, and staff is in the process of developing Fiscal Year (FY) 08-09 local user fee options
for consideration by Council later this Spring. The Metropolitan Wastewater Management

. Commission (MWMC) approved a schedule of FY 08-09 regional wastewater user charges on
March 28" and is forwarding them to Springfield and Eugene for implementation.

Regional Wastewater User Fees. The MWMC adopted an 11% regional wastewater user fee
increase following a public hearing on March 27®, and has forwarded the FY 08-09 rates to
Eugene and Springfield for implementation. The new rates will increase the average monthly
residential bill by about $1.56, and will generate about $2.2 million in increased revenue to '
MWMC annually.

As the Council is aware, the primary factor driving regional wastewater user fee increases is the
. Commission’s capital financing plan associated with construction of the 2004 MWMC Facilities
Plan projects. The twenty-year capital projects plan is intended to provide sufficient
environmental performance and treatment capacity to serve community growth through 2025, at
an estimated cost of $196 million (in 2006 dollars). The Commission has taken a multi-year
view of user rate funded revenue requirements. Accordingly, the action taken for FY 08-09
anticipates an 11% increase in FY 09-10, and then annual increases of 5% for three years. More
information on the Commission’s rate action is provided in Exhibit 1. A graph showing a
comparison of projected FY 08-09 wastewater user fees and system development charges
(SDCs) for several communities in Oregon is shown in Exhibit 1, Attachment B. For illustrative
purposes, Springfield’s projected total average monthly residential bill (i.e., MWMC and City
combined) includes a 10% local rate increase as a place holder.

Local Wastewater and Storm Drainage User Fees. Staff typically takes local
wastewater/storm drainage user fee options to Council along with the new MWMC-adopted fees.
This year is atypical in that the City is currently finalizing new long-range facility master plans
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for the local wastewater and storm drainage systems. Similar to MWMC’s Facilities Plan, the
local plans will specify significant lists of capital projects needed to meet community growth and
water quality objectives over the next twenty years.

Neither the City’s current user fees nor the system development charges (SDCs) anticipate the
significant level of funding that will be required in the coming years to implement the
forthcoming master plans. Impacts of available capital financing strategies and capital project
phasing options on user fees are currently being evaluated. The goal of this evaluation is to
schedule capital projects in accordance with City Council objectives and regulatory requirements
in a manner that minimizes impacts to user fees. That said, staff anticipates that significant
increases in both user fee and SDC revenue will be required over the next several years to fund
capital programs.

Options for local wastewater and storm drainage user fees are scheduled for review by the City
Council at a work session on May 19", Following this discussion, a draft schedule of user
charges will be developed for a public hearing scheduled for June 2™,

Ms. Smith noted that three increase options had been considered by MWMC: an 8% increase, an
11% increase and a 33% increase. She explained the discussion by the MWMC for each option.
Revenue needs were mainly driven by capital needs rather than operational needs. She did note
that of the $35M spent on projects to date, all had been completed on time and under budget. She
discussed some of the future challenges, such as the sub prime mortgage rate and how that
impacted their bond insurer. MWMC was now forced to fund bond reserve accounts with cash.
She explained further.

Councilor Ralston asked if loan rates would be lower.
Ms. Smith said they could be within the range of 4.3%-4.7% which could translate into savings.

Ms. Smith said about $66M worth of projects would be constructed in the following year with
even more in the next few years. The large costs up front were due to the front loaded nature of
the capital project. At this time, they were on track, and the engineer’s estimates had been good.
They were not predicting spikes in the cost of concrete and steel.

Councilor Ralston noted that he just received word that the cost of steel at FarWest Steel (his
employer) would be going up 35%.

Ms. Smith referred to Attachment B, Exhibit 1, which showed a chart comparing the average
residential wastewater user fees and sanitary sewer SDC’s between Springfield and other cities
in Oregon. The local SDC methodology project was underway now.

Councilor Ballew said Eugene rates seemed extremely low. She asked when they would be
coming out with new rates.

Ms. Smith said discussed the issues that caused local rates in Springfield to be higher than in
Eugene. She pointed out, however, that Eugene had not yet updated their local wastewater master
plan. It was in their work plan for the coming year. That plan may include upgrades to their
existing facilities that could drive up costs.
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Councilor Wylie expressed concern over this increase for people on fixed incomes and with low-
income.

Ms. Smith talked about the upcoming discussion on the SDC methodology. Staff would be
asking Council to consider how best to balance the cost between user rates and development.
There were limited options in how to address the financial needs. She said Environmental
Services continued to run a lean organization.

Mayor Leiken referred to Councilor Wylie’s concerns and said there did have to be a tipping
scale. Springfield’s SDC’s and fees were becoming the highest in the state and that concerned
him. He understood that there were regulatory issues that had to be dealt with, but said it would
be a concern for both citizens and developers. It may be necessary to meet with our
congressional delegates about those federal requirements. It was true that incomes were not
increasing at that same pace. This could affect affordable housing as well. There were major
issues for Council to consider.

Councilor Lundberg said she always had a problem with the increases. She noted that this was
only one piece of the puzzle. The City had a massive system that needed attention - streets,
sewers and stormwater issues — and there was a lot to consider. This has to be dealt with, and the
public was going to have to look at the bigger picture. Springfield had been growing and
changing and it was now time to take stock of what we had and take care of it.

Councilor Woodrow said over the last seven years, there had been increases averaging 8% each
year. He asked staff to provide him with the actual figures. He didn’t understand why Springfield
paid as much as Eugene for the system when we had considerably fewer users.

Ms. Smith said the regional charges from MWMC were charged uniformly throughout the
system. On the local side, Springfield was in a different place regarding policy choices for
financing capital infrastructure through user rates. The systems were being managed differently
on the policy level. Eugene’s plan was getting updated and their rates could increase. Eugene’s
rates had increased each year, but not at the same rate as in Springfield. :

Councilor Ballew said MWMC was formed over twenty years ago and had Federal funds to build
the first treatment plant. Those funds were no longer available and the cities needed to pay for
the new facility.

Councilor Woodrow said he didn’t like paying more for water leaving his house than water
coming in to his house.

Councilor Ballew noted that it cost more to treat it after it left the home.

- Councilor Wylie said she was concerned about hitting fixed income people with the same
increase as others. She was supportive of the work that was needed, but she would like to look at
a reduced rate for senior citizens or low-income residents. She didn’t want people losing their
homes due to the increase in their bills.

Ms. Smith said on the Springfield side, Council had more latitude on the rate setting. MWMC
was regional so had less latitude. In the past, the MWMC did look at a life line or reduced rate






