City Council Meeting

Thursday, September 30, 2010, 6:00 p.m.

2011 — 2012 Budget Workshop, Public Works Department
City Hall — Council Chambers

CALL TO ORDER Mayor Slowik called the meeting to order at 6:00 p.m.
ROLL CALL
Mayor Jim Slowik Paul Schmidt, City Administrator
Five Members of the Council, Doug Merriman, Finance Director
Rick Almberg Cathy Rosen, Public Works Director
Jim Campbell Eric Johnston, City Engineer
Scott Dudley Hank Nydam, Parks Manager
Jim Palmer Steve Bebee, Public Works Operations Manager
Bob Severns Rich Tyhuis, Public Works Operations Manager

Sandra Place, Equipment and Purchasing Coordinator
Mayor Pro Tem Danny Paggao was  Rhonda Severns, Utility Services Coordinator
il and not able to attend. Renée Recker, Executive Assistant to the Mayor
Councilmember Beth Munns was out
of town. Both absences were
excused.

Introduction

Finance Director Doug Merriman gave introductory remarks noting that this workshop is the first in
a series of three sessions. These meetings are policy and work plan discussions for the 2011 and
2012 budget in accordance with the Revised Code of Washington. The Mayor will bring the budget
to Council and there will be a public hearing followed by adoption of the 2011 — 2012 budget. The
budget process is a coordinated effort between elected officials and staff.

2011 — 2012 Public Works Pre-Budget Discussion
Public Works Director Cathy Rosen led this evening’s workshop through a PowerPoint
presentation and binder of budget proposals by individual fund, as presented to the Mayor and
each Councilmember. The overview of Ms. Rosen’s presentation:
1. Department Mission
2. Department Challenges
3. Basis of Proposed Budget
e Personnel
o Operation
» Proposed Capital Projects
4. Detail by Division
5. Summary

The complete PowerPoint presentation is attached to these minutes as Exhibit A.
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Councilmembers were encouraged to ask questions (in bold) throughout the presentation.

On page 3: What does “growing infrastructure” mean?
New parks, new streets, Phase 3 of Ft. Nugent Park, trail to Maylor Point; all are examples of a
“growing infrastructure.”

On page 4: How do personnel changes equate in dollars?
They will be close to revenue-neutral.

On page 7: When is the SR-20 overlay scheduled?
The spring and summer of 2011.

The list is not prioritized? (The Proposed Capital Projects list).
That is correct.

Page 8 began the details of each fund:

e« Fund 001.70 Parks
Fund 125 Neighborhood Parks — Impact Fee
Fund 126 Community Parks — Impact Fee
Fund 101 Streets
Fund 104 Arterial Streets
Fund 401 Water
Fund 402 Waste Water
Fund 403 Solid Waste
Fund 404 Storm Drain
Fund 501 Equipment Rental Operations
Fund 502 Equipment Replacement
Fund 505 Technology Reserve Fund
Fund 510 Shop Facility

Page 9: Correction in the lower blue block should read Capital Projects 2012 (instead of 2011)

Fund 001.70 Parks
Where is the Uplands Project, Flintstone Park?
It is not in this budget; it is in the pier project budget.

What is a splash park?
A park with water features (fountains) that children can play in.

What is considered the center of town?
The neighborhood by the high school.
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Fund 125 Neighborhood Parks Impact Fee and

Fund 126 Community Parks Impact Fee

Can impact fees be used for the proposed features in Windjammer Park?

If you can demonstrate that it mitigates growth. The splash park will replace one of the wading
pools.

Land acquisitions require more maintenance and we have Windjammer Park.
The City will need to demonstrate the mitigating impact.

Fund 126 is intended to save for the future (per Mayor Slowik)

Can you buy land with impact fees?

Yes, if it is for the mitigation of new growth; the fire station as an example. There are two types of
revenues: impact fees can be used for land acquisition; REET 2 funds carry the restriction on land
acquisition.

Fund 104 Arterial Streets
Pioneer Way was $8.3 million and now it is less than that.
This does not include the funds which have been spent; we are still at $8.3 million.

Fund 401 Water
Where is Well 9?7
On Heller Road next to 6™ Avenue.

These projects are included in our rate study for the water utility?
Yes.

Steve Bebee distributed pages for Fund 402 Sewer which were missing from the binder.

In general, it seems like more is planned for 2011 than for 2012. Are we overloading staff?
The City Engineer has had input on this list and some projects have been left off because of
overload. The proposed staffing level will help accomplish these projects.

Fund 402 Wastewater
With regard to the last bond payment in 2012, how much was the bond?
The bond was issued for $2.4 million. See 402.10.535.080.7200 Sewer Principal.

Is interest expense a new line item (402.10.592.035.8300 on the same page)?
No, it has been there for several years.

Fund 403 Solid Waste

The rate study did not increase the solid waste utility fee but we have a negative number
here for net change.

We do not have the revenue portion. Another big line item will be the ending fund balance.
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How many additions will occur with annexations?
533 homes and some commercial accounts, but mostly residential units. HDR was aware of this
and the roll carts needed, but we will not need to adjust the rates.

What about Goldie Road?
That will be at a later date. The franchise agreements with Island Disposal allow for seven years
and the recent franchise gave Island Disposal ten years.

With one truck and one person, how many units can be handled?
300 to 400 a day for each person; also recycling and yard waste. Routes will be restructured and
the additional 533 homes can be handled.

Fund 404 Storm Drain

What does the compliance officer look for?

Detention ponds, manholes, leaking oil from vehicles; the City tries for voluntary compliance. This
is specific to storm drain. Code compliance is handled through the Building Department.

Is this revenue-neutral?
Yes, within a few hundred dollars difference.

Fund 505 Technology Reserve

Is there any extra money for new equipment since the computers go down every weekend?
We need to have the police and fire departments operable on the weekend.

Some funds have been used for problems. Mr. Schmidt added that the City works through the
School District and there is a shared cost; emails clog the system as well.

Looking at last year’s budget, $19,000 came out of the general fund for the website.

The website in 2009 and 2010 was not part of Fund 505. Annual software licensing fees would
come out of 505 along with IT services costs along with computers and other equipment on the
replacement schedule. :

Fund 510 Shop Facility

What is the offset of increase with reference to employee redistribution, retirements, and
new positions?

It is close to cost-neutral.

When employees retire, how is that earmarked?

Finance Director Merriman goes through each employee’s leave balances, then reviews each fund
and pulls monies from the fund balance to cash out a retirement and those monies are set into
reserve. That allows cash to cover the expense. We set aside a little each year for each employee
to offset retirement.

What is this called in other divisions?
In Public Works, transfer out shop ops.
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When purchasing the digital wide format copier, were both purchase and lease options
considered?

Yes. The digital version will replace the “big green machine” which is paper-only. The wide format
copies plan-sized documents digitally.

Summary

Is there enough money to do everything?

No, and this may require contribution of general fund monies. This is our (Public Works) request
and there are competing departments and priorities. Public Works is comfortable and confident in
the City’s utilities and HDR's rate study. Streets and Parks will be a challenge.

Mr. Merriman noted that the rest of the funds will be presented during the next two workshop
meetings. All of the funds will be balanced. The general fund will be more challenging (the third
meeting). Mr. Merriman will be working with the Mayor and City Administrator toward bringing the
final presentation for the 2011 — 2012 budget to the third meeting

How much less is expected in revenue?
Down about 3.5 percent from 2010, or half a million less then last year.

The two FTEs that are currently vacant, how long have they been vacant?
The water position — for a few months; the streets position — a little over a year. That employee
moved over to the storm drain division. That position has been funded.

Returning to street overlays. Is there a way to see how long they last, or is there sufficient
funding to take care of us?
No, this is a band-aid.

How do we put a plan together to fund this every year?

The street fund mostly comes from gas tax and CAPRON monies. We can take care of potholes,
lights, traffic signs and that is it. We need more stable long-term funding sources. In the early 90s,
a significant amount of money came from the general fund. There will be a high intensity lights
timeframe, inventory, and a program by end of this year.

A workshop is scheduled for November 3™ within our regular City Council meeting. Is there
enough time in that meeting?

We will have to limit our regular agenda items and we would like to be done with the budget in
November.

ADJOURN
With no further discussion coming before the workshop, the meeting adjourned at 7:30 p.m.

Connie T. Wheeler
City Clerk
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Exhibit A

2011-2012 Public Works
Pre-Budget Discussion

City Council Workshop
September 30, 2010

Overview

m Department mission
m Department challenges

= Basis of proposed budget
— Personnel
— Operation
— Proposed Capital projects
m Detail by division
= Summary




Mission

=
m The mission of the Public Works Department

is to enhance Oak Harbor's quality of life
through the construction, operation and
maintenance of a safe, effective physical
environment; and to provide our visitors,
our neighborhoods, and our businesses the
efficient, quality services necessary to
support the ever-changing infrastructure
demands of our growing, diverse
community




Department wide
challenges

+
s Increased Regulatory Requirements

~ NPDES, Federal signage requirements, water conservation
and cross cannection control, wastewater discharges

= Growing Infrastructure
— Major capital projects in 2011 and 2012
s Funding for Long-Term Infrastructure Needs
— Streets and Parks
m Transition planning
— Planned retirements
— Staff development and recruiting

Basis of Proposed Budget

s
m Revenue picture not complete
m External costs not complete

m Enterprise Utility budgets and capital
projects are based on Utility rate study

= Capital projects come from Comprehensive
Plans and Capital Facilities Plans

m Three elements- Personnel, Operations,
Capital




Personnel

Some changes in accounting for personnel
costs which show as increases

Request funding for seasonal and temporary
employees rather than permanent positions

Increase in Engineering staff to reflect
capital projects in 2011 and 2012

Retirements in several key positions

Personnel

m Restructure of Organization
— Reduction of middle management

— 2 new FTE in Engineering- Admin assist, Project
Specialist

— Elimination of 1 FTE in Water (current unfilled)

— Elimination of 1 FTE in Street (currently unfilled)

— No net increase in number of employees

— Cost neutral across the structure
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Current organization
structure 53 positions

Proposed 2012 organization plan
current positions 53




Operations

m Department wide target to 2010

bottom line

m Current numbers do not reflect
— Taxes, indirect cost allocations, or ending
fund balances
m Insurance costs to reflect actual
charges by division

Operations

m Equipmental rental contributions
reflection needs based schedule

— Water division vactor scheduled for
replacement based on program but will
not be replaced based on need in 2010




Proposed Capital Projects

m Wastewater Treatement plant preliminary
engineering and facility plan

New 4.0 MG water reservoir
18 —inch transmission mains for reservoir
Revisions to pump station for reservoir
42-inch outfall replacement

m 5r-20 overlay

m SE Pioneer Way Street Improvements

Proposed Capital Projects

+
m RV Park Upgrade

m Pioneer and Bayshore resurfacing

s Windjammer Park facility
Improvements

m Lagoon Bridge replacement
m Distribution water main replacement




Fund 001.70 Parks

+
= Maintenance and operations of all City
Parks
m Special Events
m Capital Improvements
— Preserve and replace aging facilties
— Additional facilities to meet adopted LOS

Fund 001.70 Parks

+

m [ncrease in salaries and wages for two
additional 6 month seasonal

= Increase for partnership with North Whidbey
Parks and Recreation and Island County
Health Department for teen services
program

Increase operation expenses due to utility
rate increases in city utilities (water,
wastewater, storm drainage) and other
utilities (power, gas)




Fund 001.70 Parks

+_
m Capital Projects 2011

— Repaint Sumner Park Tennis Courts — warranty issue
$12,000

Replace Smokehouse BBQ $25,000
Design services for upgrades to RV Park $180,000

Windjammer Park facility improvements (replace roofs on
restrooms, restroom fixture replacement, painting, etc.)
$75,000

Replace Windjammer Park Lagoon Bridge $150,000
Replace playground equipment at Tyhuis Park $35,000

Install automatic irrigation at Catalina Park at Marina
$12,000

Fund 001.70 Parks

m Capital Projects 2011

— Upgrade RV Park including new electrical and water
services, add additional full hook-up spaces, and new
gravel surface $1,018,835

Structural repairs to Windjammer Park kitchens $13,000

Replace playground equipment at Shadow Glen Park
$37,500

Install automatic irrigation system at Lueck Park $15,000
Install automatic irrigation system at Tyhuis Park $13,000
Install Splash Park at Windjammer Park $250,000




Fund 125 Neighborhood

Parks - Impact Fee
1
m Limited to new or growth related park
projects
— 2011 Capital

m Misc. Items for recently developed
neighborhood Parks such as trees, tables,
benches, signs $10,000

m Purchase land for future park development in
area of need as identified in 6 yr. Park Plan
$250,000 (or saving for future purchase)

— 2012 Capital

Fund 126 Community

parks Impact Fee
+
= Limited to new or growth related park
projects
— 2011 Capital
= Freund Marsh Trail Extension $62,000

= Install 2 covered picnic shelters at Ft. Nugent
Park $67,000

— 2012 Capital

w Land acquisition for future community park
$500,000

10



Fund 101 Streets

Street Lighting public utilities increased to due to addition of
Oak Harbor Street lights (2011) and Heller Road lights (2012)
Traffic Control Devices operating supplies increasing
$3,500/yr due to new regulatory requirements for high
intensity signs

Salaries and wages decreased due to eliminating one
currently unfilled position (1 FTE)

Requesting a 3 month seasonal employee

Equipment Replacement Contributions increased by $35,000
to fully fund replacement contributions

Ops Transfer Out Supervisor Benefits - One time increase due
to retirement

Fund 101 Streets

= 2011

— Purchase Salt Brine applicator for snow and ice
removal $20,000

— Install irrigation system SW Barrington Drive
$25,000

— ADA improvements to existing sidewalks
$10,000
m 2012

— ADA improvements to existing sidewalks
$10,000

— Residential Street Overlays $400,000




Fund 104 Arterial Streets

Capital Outlays only

Revenues include gas taxes as well as
transfers in from grants, REET, and other
sources

2011 SE Pioneer Way Improvements
$7,650,000

2012 Arterial overlay $500,000

Fund 401 Water

Salaries and Wages are reduced due to
eliminating one currently unfilled position
(1 FTE)

Items purchased for resale = water from
Anacortes includes a $400,000/yr increase
due to upgrades to Water Treatment Plant

Interfund Replacement Contributions
reduced by $72,000+

Ops Transfer Out Supervisor Benefits
increased due to retirement
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Fund 401 Water

2011 Capital projects

Completion of Automatic Meter Reading Program
$100,000

Well #9 replacement $150,000

Trailer mounted digital signs (2) - funding from all
utilities $40,000

Waterline replacement SR20 between SW 6th and SW
8th $150,000

Ault Field Booster Pump Station modifications $300,000
Gun Club Road water main $2,306,000
North Water Reservoir construction $3,400,000

Fund 401 Water

2012 Capital projects

— Water main replacements/upgrades

$363,000



Fund 402 Waste Water

Office and Operating increased for
odor control at new lift stations

Equipment Replacement
contributions decreased by $34,000+

2012 last bond payment

Fund 402 Waste Water

m 2011 Capital Projects
Wastewater Facility Plan$1,089,570

Sewer line rehabilitation on Ely Street
$150,000

Replace manhole covers on SR20 and
Pioneer Way $25,000
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Fund 402 Waste Water

+
m 2012 Capital Projects

Lift Station NE 9th/Taftson $150,000

SW Erie St. Sewer Rehabilitation
$150,000

Biosolids Removal at Lagoon WWTP
$300,000

Fund 403 Solid Waste

Need to purchase solid waste and recycle
rollcarts for annexations that will come
into our system in 2012

Purchase new solid waste truck to service
annexation areas (addition to fleet $300k)

Fill authorized but currently vacant Solid
Waste Collector position due to
annexations

No planned Capital projects

15



Fund 404 Storm Drain

+
m Requesting part- time position (1
day/week) for Compliance Officer —
previously performed on a seasonal
basis

Increase in Utility costs due to
regulations regarding disposal of
sweeper debris

Fund 404 Storm Drain

+_
m 2011 Capital Projects
Flow meter at Golf Course $50,000

Annual Main replacements/storm drain covers
on SR20 and Pioneer Way $50,000

42" QOutfall $1,506,000
Drainage — Erie St and SR20 $300,000
m 2012 Capital Project
— Annual main replacements $50,000
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Fund 501 Equipment
Rental Operations

Budget based on previous 2 year
average + inflation

Departments billed based on actual
costs

Fund 502 Equipment
Replacement

+

Each piece of equipment put on a industry
standard replacement schedule

Review annually to determine if equipment
is still meeting the needs, should
replacement schedule be adjusted?
Additions to the fleet must be budgeted by
department and then added to Equipment
Rental after acquisition
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