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The Government Finance Officers Assaociation of the United States and Canada (GFOA) presented a
Distinguished Budgd?resentation award to Clean Water Services, Oregon for its annual budget for fiscal

year beginning July 1, 26. In order to receive this award, a governmental unit must publish a budget
document that meets program criteria as a policy document, as anatipes guide, as a financial plaand

as a communications device. The award is valid for a period of one year only. We believe our current budget
continues to conform to program requirements and we are submitting it to GFOA to determine its eligibility
for another award.

The District has received both the Distinguished Budget Presentation and the Certificate of Achievement for
Excellence in Financial Reporting every year it has applied. This repregemignine years for the budget
award andhirty years for the financial report.
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FY 20Z-18 Budget Message & Overview
Clean Water Services

Chairman Andy Duyck

Members of the Board of Directors

Members of the Citizens Budget Committee
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message is presented in accordance with Oregon Revised Statutes (ORS), Chapter 294, and is designed to
present an overview that will help readers battunderstand this budget as a financial planning road map.

/ 2YLI NARaz2zya Ay (GKAa . dzRISG aSaal 3S I NB -t7dhddBedSG (2 o
unless otherwise noted.

Budget Summary

The proposed aflunds budget for FY 20118 excludig interfund transfers is $466 million, compared to last
8SIFNRa | R2LIISR 0dzRISG 2F bPnHpdd YATEAZ2Y D ¢tKA& A& |
operating expenditures, capital investments, debt service, contingency and unamiempending working

capital and reserves.

Primary ongoing budget revenues are rate revenues from sewer and surface water of $137.4 million and System
Development Charges of $24.9 million. Rate revenues for Sanitary Sewer and Surface Water Management
(SWM) are projected to increase by $6.7 million or 5.1%, reflecting the effects of rate changes (discussed below)
and customer growth.

Primary expenditures include $70.5 million for departmental operating expenses, $22 million for debt service on
outstandng debt obligations, $79.4 million for capital projects, and $23.9 million for contingencies. Total
expenditures for FY 20118 increased by $2.9 million, compared to the prior year, or 1.7%.

Total departmental operating expenditures increased by 4o4&tall, primarily due to $2.8 million or 6.9% in
increased labor costs. This increase is the result of additional costs from adding 13 positions, a 3.8% increase in
total staff. These positions will enable the District to continue its excellence natiges and maintenance as

well as handle the increasing capital project workload. The Capital Improvement Program (CIP)4snilic8.

this year; an 11.8% increase driven largely by the continued growth in the service area. Materials and services
remained relatively flat with an increase of $2880 or 0.9%, and capital outlay decreased by $54,800 or 12.9%

for equipment purchases.

District Financial Management

Financial Management Excellence Recognized

District financial management continues to earn honors for excellence in financial reporting and budget
presentation, as evidenced by Government Finance Officers Association of the United States and Canada (GFOA)
awards to the District for Achievement ofdellence in Financial Reporting and for Distinguished Budget
Presentation in the most recent reporting periods.

Clean Water Services FY 248B ProposedBudget Pagel



Strategies to Keep the District Gfirack Financially
This budget has been prepared in accordance with the tenets of Board establisheddirsdrategic direction.
These are as follows (see pdgfeof this document):

Keep Rate Increases Reasonable and Predictable
Maintain Adequate Capacitg Issue Debt

Establish and Maintain Appropriate Financial Reserves
Adopt Sound Financial Policies

= =4 - A

Controlling Costs

Clean Water Services continues to focus on reducing thetkmng operating costs of the utility through

innovation, using new technology and reorganizing the workfoeen with an increased investment in the
5AA0NROGQa ¢ 2 N) T2 NSty an@inciessatp®grdm regit@mets/fig nuhmBey of

employees per customer served is still less than 6 employees per 10,000; a decrease of more than 35 percent
from a high of 9 employees per 10,000 residents in 1997. In 1997, the estimated populafiasioihgton

[ 2dzyGe& 6+t a nnnInnn YR GKS S5AA0NAOG KFIR occ | LILINE @S
has grown by 46% while the number of District employees has decreased by 4% over the same timeframe.

Recognized as a Utility of the Fugusy the Water Environment Federation in October 2016, the District relies on

its people to create and innovate the future, to control our destiny. The recognition was a result of many
innovations. They include the first in the nation watershed pernfitidhg stream restoration and shading

instead of energy intensive mechanical chillers that creates cooler waters for native fish populatissaved

more than $100 million! y' 2 i K SNJ LJ- NI  Rding inrfo&tios ia r@ddvedy & du@iants fghe

wastewater. CWS pioneered the Ostara process and subsequently improved the process through its WASSTRIP
process; a patented invention that nearly doubles the recovery of nutrients as a high value fertilizer. These are
just a few of the examples tiie innovation that is producing superior ecological outcomes at lower costs

helping to keep our utility both ecologically and financially sustainable into the future.

Another recent innovation that also helps manage risk and control costis theDis@@a y Sg /[ £ Sy 2|
Lyadz2Ny yOS /2YLIlyes [[/ @ LG o0S3ly 2LISNY GA2nsuredly Wdz &
insurance programs for the benefit of the District and its ratepayers. The captive, which is managed by the

District, willresult in long term risk management program savings through access to the reinsurance markets for
additional risk financing options such as seismic coverages, as well as provide potential funding of loss

prevention and mitigation projects to further proteDistrict assets or recover from a seismic event.

In October 2016, the District advance refunded $33.2 million of outstanding Revenue Bonds Series 2009A, taking
FRAFYGF3IS 2F KAAG2NRAOItt& 26 AyadSNES helefinuhcinghatted y R {0 K
over $5.2 million in present value savings, which will reduce debt and lower costs for our ratepayers.

District Utility Rates

LY I OO2NRIYyOS gAGK .21 NR RANBOGA2YE NBlFazybngfS | yR
term financial health, providing strong assurance that the District is well positioned to meet future needs,
equipped with the strongest bond credit ratings and financial flexibility possible.

Sanitary sewer rates are increasing by 3% or $1.26 pethmorrY 201-48 for the average residential

Odza G 2 YS NI LY RRAGAZ2Y (2 &adzZJL2NIAYy3I 0240 STFSOUADS
capital investment program, including program enhancements and proper maintenance of assedf,ass w

meeting increasingly stringent EPA and DEQ regulatory requirements.

SWM fees are increasing by $0.50 per month for the average residential customer. SWM fees fund the operation
and maintenance of the public drainage system. The sanitary sewde®\afM rate increases will add an

Clean Water Services FY 248B ProposedBudget Page?
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of 3.54%.

To help fund District capital investments, sanitary sewer System Development Charges (SDCs) sirgjincrea
from $5300 to $5500 per Equivalent Dwelling Unit (EDU). SWM SDCs will increase ft0rto$30 per
Equivalent Service Unit (ESU).

Average combined monthly service fees for Sanitary Sewer and SWM utilities have risen at a ten year average
annual rate of 4.23% (see table below) and average District sanitary sewer bills are substantially lower than
those of a majority of local service providers (please see chart below). This is especially notable since the District
provides a substantially ¢iher level of wastewater treatment than nearly all local, regional, and national

providers of comparable services.

10-Year Utility Rate History
Sanitary Sewer & SWM Average Monthly Rates
(Single Family Residential)
Combined Sanitary Percentage Rate Increases

Fiscal and SWM Monthly Combined 10-Year
Year Rates (per EDU & ESU) Annual Annual Avg (09-18)
2009 $34.96 3.079

2010 $36.91 3.999

2011 $39.21 5.589

2012 $41.25 6.239

2013 $43.08 5.219

2014 $44.71 3.789

2015 $46.36 3.699

2016 $48.05 3.659

2017 $49.76 3.569

2018 $51.52 3.549 4.239

Clean Water Services FY 248B ProposedBudget Page3



Typical Monthly Sewer and SWM Bill Comparisons
FY 2016-11 FY 2016-17| FY 2016-17] Estimated
Average Average Average Combined
Monthly Monthly Monthly Rate Change| Monthly Bill
Level of Sanitary SWM Combined for as of
City / Agency Treatment Charge Charge Bill FY 2017-18 | July 1,2017
. Advanced 3% sani &
Clean Water Services Tertiary $42.01 $7.75 $49.76 $.50 SWM $51.52
Secondary .
3% &
Lake Oswego provided by $68.39 $13.46 $81.85 o san $84.85
7% SWM
Portland
L Advanced 2.8% in July
McMinnville Tertiary $62.13 $0.00 $62.13 2017 $63.87
4.11%
Portland Secondary $41.63 $27.44 $69.07 (combined $71.79
increase)
Salem 3% sani &
Rates effective 1/1/2018 Secondary $40.50 $15.30 $55.80 3.1% SWM $57.49
Vancouver, WA S:;?\:‘;i;y' $46.70 (@) oo | $5549@)| | $59.95 (a)
Rates effective 4/1/17 Sludge $70.10 (b) ' $78.89 (b) $85.15 (b)
(@) Inside city limits  (b) Outside city limits
]
Clean Water Service $51.52
Salem $57.49
Vancouver - Inside $59.95
McMinnville — $63.87
Portland — $71.79
Lake Oswego $84.85
Vancouver - OUtSide— $85.15
$0.00 $10.00 $20.00 $30.00 $40.00 $50.00 $60.00 $70.00 $80.00 $90.00
Monthly Single Family Combined Bill as of July 1, 2017

Capacity to Issue Debt

To ensure adequate fiscal capacity to issue debt and meet sanitary sewer system expansion needs, the District
has made a practice to maintain coverage ratios far above those required by the bond covenants. The FY 2017
18 budget continues this practice Wwitin estimated coverage ratio of 4.26, compared to the minimum coverage
requirement of 1.20 times annual debt service. Clean Water Services strong financial position has earned the
SAZGNROG {dGlFYRFNR 39 t22NRa KA3IJKSastirsDelvibkeAy 3 2F 11 | &

Maintain Financial Reserves

Financial reserves are needed to provide working capital, fund operating contingencies, and finance future
OFLAGLIE NBLX FOSYSyld | yR A ylFhudigat proj@e ad stabldSamourt B&n&ral 5 A & G NA
Cdzy R NB 4 SNIS & ¢ -yeacfiKaBciabfdretastMleOtd feainedrgatvtti ik operating reserves to meet
future funding needs, including reserves to cover anticipated increases in retirement benefit liabilities and costs

Clean Water Services FY 248B ProposedBudget Page4



required by thePublic Employees Retirement System (PERS) as well as anticipated major capital projects such as
the Long Range Water Supply Plan project (Project #6483).

Surface Water Management (SWM) Fund resehagtbeen declining in past years as operating aapital

project costs exceed service charges collected. That trend has ended and as anticipated the cash reserves in the
fund are beginning to build and are estimated to H&$ million at the start of FY 201¥8. The FY 20118

budget includes a SWM mincrease of $0.50 per month to continue building the reserves and funding needed

for capital replacements such as street sweepers and providing stormwater treatment to areas with inadequate
stormwater facilities. The District has prioritized SWM capitajects in the Byear Capital Improvement

Program.

Financial Policies

The Board has established a number of policies which provide management with direction in decision making

that fosters financial stability and the ability to accomplish the Disk@t YA aaA 2y @ ¢tKSaSsS L2t ;
page2l of this document.

Business Climate and Influences

Population Growth

Decades of population aremployment growth have led various sectors to focus much of their energy and

resources on meeting physical infrastructure needs. New and expanded roads, bridges, schools, churehes, high
tech manufacturing facilities, hospitals and other "brasidmortar" LIN2 2SO0 &4 Ay Of dzZRAyYy 3 [/ f S
sanitary sewer and surface water management improvements, have helped define this increasingly urban
community.

The District currently serves more than 583,000 residents of urban Washington County, Oregon. The
Couwnty is expected to add an additional 150,000 people by 2030. Planning well is essential to meet
service needs in an effective and cost efficient manner.

Regulatory Climate

In February 2004, the Oregon Department of Environmental Quality (DEQ) issuei\@kearservices the

YEGA2y Qa FANRG Ay G S-Basdd pednit indef teyGle@riWaterf AEt. This innvAlkep&riit
AYGSaANFiSa GKS 5Aa0GNAROGQA F2dzNJ Ydzy AOA LI £ gt adSel SN
permits into anintegrated bundle, which changes the regulatory framework to allow the District greater

flexibility to take advantage of creative approaches and new solutions, such as the following:

w 2FGSN) ljdzt t Ade@ ONBRAG GNI RAY3 erSiganestPlani(WETPvahd | /
the Durham Advanced WWTP for various parameters.

w 2FGSN) ljdztr t Ade ONBRAG GNIRAY3I F2N) GKSNXIE f2FRa&
from Hagg Lake and Barney Reservoirs.

w 21 G4SNJ |j dzI fgkai tern@INGBdR befwedn NdatfanyTacilities and streamside shading
AYLINPOSYSyiGa 2dziaARS FYR AYAARS (GKS 5Aa0NAOGQa &

w 9ai0lofAaKSa LISNF2NXI YOS 0SYOKYFNJa FT2N G6KS aid2N
cities and Wshington County as a whole.

w /2yaz2ft ARFGA2Y 2F NB3IdzZA F G2NE NBLR2NIAY3I NBIjdzANBYS

On April 22, 2016 the District was issued a new Permit which became effective on June 1, 2016. The newly
issued permit expandsndhe Watershed Permit to respond to new growth, maintain current infrastructure
investments, provide new discharges, and achieve water quality standards. The new permit achieves these
goals by innovative conditions such as:

Clean Water Services FY 248B ProposedBudget Pages



9 Providing for a new and innative natural treatment system discharge

T hLWAYATAYy3a RAAOKIFINHS tAYAGA YR O2YLX AlFyOS YSI ac
District Facilities

1 Enhance water quality trading between facilities, streamside shading and flow management

9 Plan for fiture growth and development in the basin

The State Regulatory Agency has accepted a petition for reconsideration of certain aspects of the Districts
permit. While not a regulatory response the District is working with the regulator to clarify anshekgpthe
request for reconsideration.

While water quality has improved in the Tualatin River and its tributaries in the last decade, new and more
complex challenges have arisen that cannot be solved through pollution control alone. These challenges to t
health of the Tualatin River Basin require a cohesive, waterblasdd strategy that reaches beyond the existing
regulatory framework. The watershdzhsed permit allows regulators, permit holders and community
stakeholders to consider the entire watéesd, not just individual point sources, when managing the water
resources in the basin.

/I £tSFEY 2F0GSNJ { SNBAOSaQ adzO0Saa¥FdzZ GNIF O] NBO2NR 2F AY
partnerships and collaboration is widely recognized as a nlatbn Y2 RSt @ LygSaldySyia oe
customers in a highly advanced wastewater treatment program and a comprehensive surface water

management program have paid off in a watershed that is healthier than it has been in generatiwhat an

affordable cost, in comparison to peer agencies.

Investing in the Tualatin Basin

Clear Commitment in our Budget

This commitment is apparent in the proposed budget with advanced wastewater treatment and comprehensive
stormwater management. Our conveyance drehtment of wastewater produces billions of gallons of clean

water, with millions of gallons applied to wetlands, parks, schools, and golf courses. We produce biosolids

which helps grow grass seed and forage crops. Recovering resources in the wasteshkades recovering

energyc enough to produces millions of kilowatt hours of electric power used to offset over a third of the
requirements for treatment and recovering nutrients to create a unique slow release fertilizer that is not only
betterforpl y1&a> odzi AdG Ff&az2 KSfLA LINRGSOG 2dzNJ aiNBIFYa |y
customers as a retail product called Clean Water Grow.

Our Capital Improvement Program (CIP) reflects our commitment to serve a growing community while
maintaning our assets. With significant investment in both increased capacity and renewal of the capital
infrastructure that serves our current community the District will meet its commitment to asset renewal and a
thriving community.

Our commitment to the wateshed, innovation, and cost effectiveness meet at the new Fernhill Natural

Treatment System (NTS). This project will enable the District to utilize existing treatment facilities year round
saving capital costs for new treatment of $12 million as well agiging an ecological bridge to return the

Ot SIFYSR 41 iGSNI G2 | @GAONI Yyl SO2ft23AO0Ff KFEOAGFG F2NJI I
superior environmental results at a sustainable cost is also a feature of the &g®und breking new

application of nutrient removal in a natural system will enable treatment in significantly less space. And last but
not least, the Fernhill Natural Treatment system provides our community with a beautiful space to engage with
nature.

Ourcommil YSY G G2 ONBFGS 06SFdziATFdzZ Of Sty &FGSNI F2NJ G42RI
FYFTAYy3 ySGe2N] LALISAT LizyLlas FyR LXFydae ¢KAa &St
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replacing a major trunk line as well as a sigaiit force main. It also includes new electrical components that
keep the necessary power flowing to the treatment plants. Investments will also renew existing assets as well as
increasing capacity effectively and efficiently using the funds entrusted toy our ratepayers.

Investing in Watershed Health

Clean Water Services has spent more than 40 years pursuing a cohesive strategy to advance the health of the
Tualatin River Watershed for 580,000 residents in 12 cities. Through innovation, scientific knowledge and
creativity we work to improve environmeal health and value for our customers. These efforts have paid
dividends for water quality, public health, and our communitiie Tualatin River is healthier than it has

been in generations and has become a valued recreational asset.

In September 2014 CGla Water Services set the highest bar yet in its F#eeAll initiative and partnership with

a goal to plant one million trees and native plants in one year for one water. We did it! Through innovative and
collaborative partnerships in urban and agricu#tbiareas and with great support from our communities we

LX I YGOSR (62 YAfftA2YyH YR 6SQNB y2i R2ySo® Ly G(GKS (g2
shrubs and plants each year. T4€erAll is using Mother Nature as its guide to develop enplement long

term stewardship strategies while making the Tualatin Watershed a showcasemdmic prosperity,

ecological health, and community wellne8y implementing communitgased restoration and enhancing the

benefits that natural resources pra%iS > ¢S ' NB f SOSNI IAy3I LI NIYSNBERKALA
0SIdziAFdzZA Of SIy & GSNI ¢ K Acin&ural areasXor WilSlite (clkayiet airzndede) LI NIy S
reduction, and scenic beautyall at lower cost than if we did it alone.

Investing in Infrastructure, Public Health and the Environment

In the last 10 years, Clean Water Services and our partner Cities have invested more than $100 million to

SELJ} yRZI NBLX FOS yR dzLJANI RS 2 dzNJ O2 YapdmypstatieorQ, 88 nfiles dzNJ & |
of sewer lines, an816 miles of storm sewers.

201617 Achievements

1 Cleaned more than 26.5 billion gallons of wastewater.

1 Recycled 31 dry tons of biosolids a day on to agricultural fields in the Willamette Valley and eastern
Oregon to improve soil condition and crop production.

1 Monitored over 1500 strict permit conditions at each treatment facility, including monthly, weekly and
daily limits established to protect the Tualatin River.

' All four District Water Resource RecoverpRaf A 1 A Sa SIF NYSR bl A2yt 1 aaz2c
highest awards for 100% permit requirements met or exceeded (Gold Award) including more than five
consecutive years for three of the facilities (Platinum Award).

1 Swept more than 13,284 miles dfeets collecting almost 748 dump truck loads of debris and cleaned
more than 15,855 catch basins collecting material equivalent to 137 dump truck loads to keep pollutants
out of our river and streams.

1 Replaced 104 sanitary sewer laterals and rehabilit&&00 linear feet of sewer mains and 320
manholes associated with the Infiltration and Inflow (I/1) reduction program.

9 District and member cities retrofitted 95 manholes and catch basins to provide additional water quality

treatment.

Increased area tread by 954 acres to almost 31% of the basin.

Managed 488 permits issued to industrial customers to monitor and control their discharges to the
wastewater treatment facilities and stormwater conveyance system, regulated discharges from 312
Dentist offices taontrol mercury discharges to the resource recovery facilities.

= =

Investing in Public Involvement & Education
Clean Water Services reaches out to the community to encourage residents to join our efforts in protecting
Lldzof A O KSIFf KX SydEAINBORYIY GIKIS INERFARYE2 B f ATST YR L
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201617 Achievements

T

Maintained and promoted Westside Voicesxw.joinwestsidevoices.orfjcan online community
engagement panel that allows residents to weigh in on community issues through surveys and focus
groups. Just over 2,600 residents participate in the tyearold program. Westside Voices is a

partnership between Clean Water Sees, Washington County, other local agencies and nonprofits.

The awardwinning Tualatin River Rangers program reached nearly 3,000 students and an estimated
6,000 adults at nearly 30 percent of public elementary schools in the Tualatin Basin.

More than 6@ high school science students participated in Sewer Science and got hands on education
about water treatment followed by a facility tour.

More than 2,000 people from around the world toured Clean Water Services treatment facilities to learn
howwastewaB NJ A a Of S ySR 0 | KAIKSNI £ S@St GKIYy dys 2
This year the Fernhill Natural Treatment System project continued to attract thousands of visitors
including 300 who attended two public events (Birds and BrewHitr), engaged 600wwdents from

15 Tualatin Basin schools in plds#sed education, hosted tours and projects by students from Pacific
University and Portland Community College (PCC) and was the subject of tours or presentations to 5
civic and professional groups.

To engag®ur community in a discussion about water and how we can make water fit for purpose the
District launched the Pure Water Brew project. The District supplied high purity water from 100%
effluent to a nonprofit association of local home brewers, the Ored@mew Crew (OBC). Twenty five
homebrewers from the OBC brewed beer and submitted entries to a competition sponsored by Carollo.
The top ten were featured at tastings at the national WateReuse Symposium and the Water
Environment Federation Conference. eTfiroject so far has generated regional, national, and
international coverage with more than 500 media stories and started a wonderful conversation about
the nature of water and how it is continually recycled and reused.

Investing in Resource Recovery

Wastewater treatment has transformed over the last decade, moving from waste disposal to a growing
recognition as resource recovery facilities that produce clean water, recover valuable nutrients, and produce
clean, renewable energy. Clean Water Servieesithe leading edge of this transformation:

201617 Achievements

1 Provided 60.6 million gallons of irrigation water to more than 218 acres of athletic fields, golf courses,
wetlands and parks from the Durham Advanced Wastewater Treatment Facility.

1 The Duham and Rock Creek Resource Recovery Facilities recycled phosphorus and ammonia to produce
250 tons of Crystal Green® fertilizer for sale to the commercial nursery and turf industry.

1 Generated 16.5 million kWh of renewable energy by capturing digestdrajaghe Rock Creek and
Durham facilities as well as solar power at Durham to meet approximately 32% of the electrical
demands for the Durham and Rock Creek Facilities.

1 / 2yiAydzSR (GKS RS@St 2 LIV Sy iielegsd ferfiliteSthayhelgsdducSudieDtNE 6 » =

runoff to waterways by gently releasing nutrients as plants use thetn.Qa / €t Sy 2 §SNJ { S
opportunity to provide ratepayers with a product critical part of which is harvested from our

treatment plantg that can help further reduce thamount of phosphorus runoff into streanmihe

fertilizer is offered at many retail nurseries around the region as well as native plant sales and farmers
markets. This year retailer Fred Meyer® picked up Clean Water Grow for sale in all 132 of iis stores
hNB3I2ysZ 2 AaKAYy3G2ys LRFIK2X FyR !flalil o ¢ KA A& LINZ
odzAf RAY3I (KS yIGA2YQa Y240 FROFYOSR NBA2dNDS NB
Facilities.

Investing in Science
Together with the USGS, DEQ and the Washington County Watermaster, Clean Water Services has conducted
comprehensive water quality and flow monitoring of the Tualatin River and its tributaries for more than two
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decades. This integrated monitoring prograastallowed water resource managers to be more responsive to
the needs and potential of the watershed.

201617 Achievements

1 The Water Quality Laboratory collected more than 27,000 treatment plant, stormwater, surface water
and industrial samples and perfoed nearly 120,000 chemical, biological and physical analyses to help
Clean Water Services assure the health and safety of the Tualatin River watershed and its residents.

1 The laboratory monitored 70 water quality parameters at 31 sites on the Tualatn &id its
tributaries on a twice per month basis and operates continuous water quality monitoring station on
Beaverton Creek.

1 The Laboratory supported research and projects that included frog embryo survival in Kingfisher Marsh,
effects of tributary flowestoration on water quality, harmful algae blooms, and fungal uptake and
degradation of pollutants, along with a number of studies on improving efficiencies and effectiveness at
the wastewater treatment facilities.

1 Working with the Watermasteand consultants, Clean Water Services managed and maintained more
than 15 stream flow gauging stations to continuously measure the flow in the Tualatin River, Dairy,
Fanno, Rock, Beaverton, Gales, Chicken Creeks, and many other Tualatin River tributaries.

1 Working with the USGS, gathered continuous,-teaé water quality data in the Tualatin River and
major tributaries.

f wS3AdzA FG2NE ! FFIANBRQ S5SLI NIYSYyd adrFF FyR €1 062NF(
that included:

o Conducting nitrogemeduction pilot plant studies that produced the design and operational
basis for the vertical flow wetlands being installed at the Fernhill Natural Treatnystdrs.

o Developing a new automated analytical method for low level copper speciatidata from
this analysis on treatment plant effluents will help the District to perform a more accurate
reasonable potential analysisr compliance with applicable water quality criteria for copper.

o Performing comprehensive analyses on High Purity Water made from Durham AWWTF effluent
to demonstrate that it met all applicable water quality criteria for potable drinking water, and
therefore for brewing beer or any other need for clean water.

Investing in Community and Building Partnerships
Clean Water Services is building innovative partnerships to create a shared vision and strategy to advance the
health of the Tualatin River Watershed:
201617 Achievements
1 Worked with the Tualatin Soil and Waterr@ervation District, Tualatin Hills Park and Recreation
District, U.S. Fish and Wildlife Service, Metro and other partners on over 110 miles of stream corridors
that have been restored in agricultural and urban areas. This work provides temperature quatlity,
habitat and recreational benefits along the Tualatin River and tributaries.
1 Inspired Cities, noprofits, park districts, private landowners and agricultural partners to plant a diverse
collection of more than 1,000,000 native trees, shrubs plaghts along streams, wetlands and the river
to filter pollutants, provide shade and create healthy wildlife habitat as patefTreeForAll
campaign in each of the last three years
1 Catalyzed community organizations to rally thousands of volunteeget their hands dirty on behalf of
Mother Nature. The volunteers donated more than 10,000 hours, an estimated value of $220,000, and
they rooted over 25,000 native plants to clean water, purify air, create wildlife habitat and promote
2 | A KA Y 3G 3 ygcenic dadmyfyll & Q
1 Partnered with community restoration organizations to access and deploy advanced technologies that
increase efficiency of large scale planting operations and reduce staff time associated with plant
inventory management and site review.
1 Patnered with Metro, Tualatin Riverkeepers, City of Hillsboro and other regional partners on two new
nature recreation access points for the Tualatin River Water Trail with significant funding from the
Oregon State Parks and Recreation Department.
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1 Galvanizea coalition of community support from urban, agricultural and government organizations for
major restoration efforts at the Wapato Lake National Wildlife Refuge and finalized a 20 year MOU with
United States Fish & Wildlife Servicel$SEWRo0 safeguard water quality, enhance wildlife habitat and
water management infrastructure at this influential upper watershed site.

1 Partnered with Portland Community College and community organizations to develop the Rock Creek
Enhancement project, including a regiogalvernment (Metro) program Naturim-Neighborhoods grant
supporting education and outreach to culturally diverse groups, as well as 100 acres of stream and
wetland enhancement in a strategic area downstream of hew development around North Bethany.

Summary
Commitment to Service & Financial Sustainability
/I €Sty 21 GSNI {SNBAOSaAQ 2y3aA2Ay3 O02YYAUYSyYyd (2 &aASNIBAOS
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principles of longerm environmental sustainability and continual improvement in the design,
construction and operation of its facilities and programs.
w tNPPARAYI KAIK ljdzq ft Ade aSNBAOSa |G I NBFrazylofsS
w duwdiRg environmental and economic outcomes that are superior to those achievable through the
application of individual state/federal laws, rules and regulations by adopting an integrated watershed
based approach.
w /[ 2YyGAydz £ e &aSS1 hnotive alzd cost gffBctive 30liiorSY Sy G A y 3

Epilogue

Clean Water Services has long provided-eff&ctive and environmentally sensitive management of sanitary
aSeSNI YR &dz2NFIFOS 461 SN YIyl3ASYSyd &aSNIDA GbraandF 2 NJ (0 K S
commitment to providing sustainable, high value water resource management services at a reasonable cost
continues with this Budget. We thank the Board, our partners and most of all, our ratepayers for enabling this

vital work.

Bill Gaffi
General Manager
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About Clean Water Services

History - District Formation
Clean Water Services, formerly Unified Sewerage Agency of Washington County,
was formed February 4, 1970 as a regional service district under Oregon Revised
Statutes Chapter 451t was created by popular vote with the authority to
implement sewerage improvements and programs and to provide for the financing
of those improvements and program3he formation éthe District unified 26
wastewater treatment plants, consolidating tivefacilities and operations into one
entity. The District began a muthillion dollar pollution control program based on
the areawide wastewater treatment Master Plan. The plan called for the
elimination of all treatment plants on the tributaries of tAelialatin River and

- limited the construction or expansion of major treatment facilities to the Tualatin
River. In July 1989, the Portland Metropolitan Area Local Government Boundary Commission authorized an
SELI yaArzy 2F (KS 5 A aamidanddirtade whatelzindhagbidieiit 8ervites. Inkthis Odpatziy S
the District manages nonpoint source pollution, rainfallted erosion and sedimentation, and rainfall roff
and flood control.

The Organization

The District is an independent municigalrporation closely allied with Washington County Government. Its

Board of Directors consists of five persons serving as the elected Washington County Board of Commissioners.
The Board of Directors appoints a-itiember advisory body, the Clean Water $&s Advisory Commission

(CWAQC), to assist the District in its operations. This Commission advises the Board on programs and policies and
g2Nja Of2aSte gAGK GKS 5AaGNROGQA DSYSNIt al yl 3SN®
Boardo5 A NS O 2 N& O2 Y LINdleiler Biidg& Cdininifteie WHlicD ie\ieivs amdiapproves the

proposed budget before it goes to the Board of Directors for adoption. The General Manager, who is appointed
08 GKS . 2FNR 2F 5ANBOaic2NEE Aa (GKS 5AaGNRAOGQa | RYAYA

Regulatory History and Current Operating Environment

The most important requirements for Clean Water Services
center on the discharge of highly treated wastewater effluent
and stormwater runoff into the Tualatin River Basihe

United State€nvironmental Protection Agency (EPA) is
empowered to develop and enforce regulatory standards for
surface water resources throughout thénited States. As part
of its regulatory effort, the EPA established the National
PollutantDischarge Elimination Sgsh (NPDES) to control
discharges of effluent. At the state leyile Oregon
Department of Environmental Quality (DEQ) acts on behalf of
the EPA to administer and enforce EPA programs and state
environmental programs and regulations.

On February 26, 200&lean Water Services was issued an
integrated, municipal NPDES permit. This permit, the first in the nation, outlined the requirements for discharge
of treated effluent and stormwater within its service boundary. Clean Water Services is in complidmak ofi
the terms of its NPDES permit.

DEQ has established Total Maximum Daily Loads (TMDLSs) and waste load allocations for the Tualatin River. The
NPDES permit acts as the implementation mechanism for the TMDL. The requirements of the NPDES act as the
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implementation mechanism for the elements of the Tualatin TMDL directly related to the activities of Clean
Water Services.

Economic and Demographic Information

¢tKS 5Aa0GNRAROCGIQa aASNIBAOS I NBIF SyO2YLJ aaS&sheW,amatead ¥ ( KS
approximately 123 square miles. The service area includes more thoer@nt2 ¥ 2 | A KAy G2y [ 2 dzy
population. Cities located within and served by the District are as follows: Banks, Beaverton, Cornelius, Durham,
Forest Grove, Gastonjlldboro, King City, North Plains, Sherwood, Tigard, Tualatin, and a small portion of Lake
Oswego. The District contracts services to portions of Multhnomah County, Clackamas, @odite City of

Portland.

The economy of the District's service areagef the diversification of industry characteristic of the Portland
metropolitan area. The county relies more heavily onhigh techindustry than other counties in the
metropolitan area, and less dependern the forest products industry than the state as a whdlther major
county economic clusters include sporting goods and apparel, manufacturing, agricatidrivbod processing.

Per Capita Personal Income

$55,000
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$25,000 T T T T T T T T T
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Source: Bureau of Economic Analysis
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availablefor special districtg £ STy 2 G SNJ { SNPAOSaAaQ SaidAYl dpFéimateyS LJ2 L.
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outpaced population growth within the region over the past decade, and is predicted to continue growing with

an estimate of 87,000 by the year 2@ Washington Coity per @pita personal income continues to show

signs of modestgrowtt? | A KAy 32y [/ 2dzydeQa LISNI OF LIAGE LISNER2YFT A
average and the unemployment rate remains among the lowest in the region.
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State and County Population Trend
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Unemployment Rates
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2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016
——United State$ 4.6% | 5.8% | 9.3% | 9.6% | 8.9% | 8.1% | 7.4% | 6.2% | 5.3% | 4.9%
——Oregon 5.2% | 6.5% | 11.3%| 10.6%| 9.5% | 8.8% | 7.9% | 6.8% | 5.6% | 4.9%
W‘z‘:sohu'g?;o” 43% | 53% | 95% | 9.0% | 7.7% | 7.1% | 6.3% | 5.6% | 4.8% | 4.2%

SourceState ofOregon Employment Department

District Customers; FourTypes

Clean Water Services provides serviceto types of customers: cities served as wholesale customers, cities
served as retail customers, industrial customers locéteth within citiesand in unincorporated areasnd
residential and commercial customers located in unincorporated areas.
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Wholesale City Customers
The District provides wholesale sewage transport and treatment to seven cities. These cities are Beaverton,
Cornelius, Forest Grove, Hillsboro, Sherwood, Tigard Tualatin.

The service charge forsigary sewage serviceforwted £ S OAGeé OdzaG2YSNAR A& ol asSR
rate per equivalent dwelling unit (EDU) per montate revenues from these wholesale customers represent
about54% of sanitangewerservicerate revenues

Retail City Customers

Clean Water Seites provides retail service, sewage treatment, transmission and collection system maintenance
to five cities. These cities are: Banks, Durham, Gaston, KingrZitidorth PlainsRate revenues from these

retail customers represent abol®5% of sanitangewer service rate revenues

The District is responsible for billing retail city customers, and returns a franchise fee to retail city customers.

Industrial Customers

The District currently bills and collects for sewer service to all industrial custémigssservice areaClean

Water Services remits to each city an agreed upon percentage of the wastewater volume charge for industrial
customers within that city Rate revenues from these industrial customers represent abOU &f sanitary

sewer serviceate revenues.

Customers in Unincorporated Areas
The last category of customergludesresidential and commercial customers in unincorporated areas. These
customers are charged a fixed rate based upon the number of plumbing fixtures within the dwelling and a

variable rate based upon the calculated average domestic water consumption dukn§ & 6 A y G SNE LIS N.
November through April of each year.
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District Organizational Chart
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District Vision, Mission and Values

VISION
Enhance the environment and qualityldé in the Tualatin River Watershed through
visionary and collaborative management of water resources in partnership with others.

MISSION
We provide coseffective services and environmentally sensitive management
of water resources for the Tualatin Riweatershed.

VALUES

2SS £ f dzSX
w hdzNJ 9YLX 28SS ¢SIY
as Clean Water Services' greatest and trusted resource and asset.

wA Supportive, Collaborative TeafBased Work Environment
utilizingtimely communication and diverse backgrounds, skills and aspirationsGitath Water Services
employees.

w ! OGAGS tdzoftAO ! g NBSySaa yR Ly@g2f gSYSyi
in Clean Water Services affairs and regional water resources issues.

w CAYl yORALI f fResppndideMarmage@dnts OF £ f &
maximizing value for Clean Water Services rate payers and investors.

w vdzZ-fAGes /2alid 9FFSOGADGS /dzad2YSNI { SNBAOS
for Clean Water Services customers supported by friendly, seovierted personnel.

w { UNRYy3ISZ =+ hchplaBagetl DNeBdershipR t N
providing direction and purpose in the achievement of the Clean Water Services mission.

w CAYSEtas 9 AVBEKNGatthe Apprépdate Aevel & tfie Organization
enabling Clean Water Services to act swiftly, responsibly effectively.

w {totDate, Scientific and Technical Information
available to everyone.

w ¢SOKYyAOlIt 9EOSttSyOS YR Lyy2@0LiAz2y
in the management of Clean Water Services' water resource facilities.

w tNRGSOGAZ2Y 2F (KS t dabtfie Evironntehtf 6 K | yR 9y KIFyOSYSyi
through the development and delivery of Clean Water Services programs and services.

w ! [2y3 wly3aSs -WheRelNFdvey ai dS . | aAy
on water resources issues, challenges and opportunities
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Business Planning

C2dzNJ aGNI GS3IAO AYyAUGAlFIGAGSA F20dza FyR RNAGS GKS 5Aaal
organizationwide goals set the overall direction for the District both for the short term and long term.

Clean Water Services Strategic

Initiatives

Organizational Excellence Orgamzamhv
To maximize the capabilities and effectiveness of N
our employees and organization. '

We willprovide systems, tools, information, and

incentives, and promote a culture that enables our
employees to excel individually and collectively. _ X mtegrateh
We will reach beyond organizational boundaries t( Competitiv RWater

. ness esource
deliver value to our customers and stakeholders. Mo
Integrated Wder Resource Management
To optimize and integrate the management of
water resources for the benefit of the public and
the environment. \
We will lead collaborative efforts to meet the Partnerships
present and future water resource needs of the
Tualatin River Basin.

Canpetitiveness
To provide unparalleled value in the wastewater, surface water, and water resource management services CWS
provides to our customers.

We will constantly improve ourselves, and identify aakle advantage of business opportunities to creadtie

for our ratepayers and stakeholders. We will be broadly recognized as a leader in delivering high quality and
costeffective services.

Partnerships
To increase the effectiveness of our strategic partnerships.

We will strengthen our relationshipsith other utilities, government agencies, stakeholders, and businesses for
our mutual benefit.

Goals and Objectives
Goals and objectives, performance measuremant compensation strategies are integral to any wet
organization. At Clean Water Services, business planning establishes short amdrigagyoals and objectives.

Annually, each business unit (department or division) establisbgstivesthat support the strategic initiatives.
These objectives are reviewed and approved by the management team to ensure that business units are focused
on progressing toward Distrietide priorities.

After the objectives aréinalized each business unit (department or division) identifies accompamygeasures

and targets tarack progress toward achieving and communicating the intent of the objective against expected
performance levels. These specific measures and targets are dededgpart of the Goal Sharing program, and
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may change as new objectives are identified or as more effective and efficient measurements are devised.
Progresss measuredhroughout the fiscal year and reported on a quarterly basis.

PerformanceMeasurement

¢KS 5Aa0NAOCGIQA tl & 5StAOSNE aeaildSYy F2NI SyLX 2e88Sa 02
sharing. This system has been extensivelyeraluated to refine and improve the overall programs in order to

better connect employee copensation to measurable business resulthiese changes were implemented by

the District Board in November of 2008.

The payfor-performance progranis focused on the individual level, afgladministered througlthe evaluation
process with employeesThisalso improvei KS 02 YLISGA G A @Sy Sadaa 2 TNdakt@nateA & G NR
pay increases are built into the system.

QX

¢KS 5Aa0GNROGQA 3F21f aKFINAY3I LINRBINIY KIFa 0SSy OSNE
enhancements by encouragigth practical and innovative employee approaches and solutions to improve
delivery of priority services to ratepayer$his goal sharing program is enteringtit®lfth year and provides a
criticallinkage betweeremploye& &hievement of meeting targstworking togetherandthe related financial
compensation.This will help to carry on the trend of continually increasing employee productivity.

In addition to these performance measurement systems, the District tracks and reports on a wide array of other
performance indicators for regulatory and operational purposes.
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FinancialPolicies

Following aresummariesofi KS 5 A 3G NROGQa FTAYyFYyOALFf LRfAOASAE

Accounting, Auditingand Financial Reporting

1

T

The District shall maintain its accounting records and report on its financial condition and results of
operations in accordance witBenerally Accepted Accounting Principles (GAAP), as promulgated by the
Governmental Accounting Standards Board (GASB).

The District shall have an independent financial and compliance audit performed annually in accordance
with generally accepted auditirggandards and Oregon Revised Statutes.

The District shall publish an audited Comprehensive Annual Financial Report (CAFR) each year.

Budgeting Financial Planningand Forecasting

T

The District shall balance budgeted resources with budgeted requirenagtiitin each fundo produce
a balanced budget per Oregon Administrative Rules2%0388(1)

The District shall legally adopt its budget at the fund level with appropriations adopted in the categories
of operating expenses, debt service, capital outtmntingency and operating transfers for each fund,
except the General Fund, which shall have appropriations adopted by major expenditure category.
Appropriations shall lapse at the end of the fiscal year.

The District shall maintain a budgetary systenmionitor and report on actual revenues and
expenditures in comparison to budgeted amounts in order to ensure appropriate budgetary compliance.

The District shall include its goal share objectives, measures and targets as well as other measures of
performance in its published annual budget.

The District shall appropriate a minimum contingency of 10 percent of total budgeted expenditures in
the General Fund and 5 percent of total expenditures for all other District operating and construction
funds, withineach individual fund.

Strategic utility rate stabilization planning will be facilitated through sustainable budget contingency and
carryover balance levels in the General Fund and the Surface Water Management Operating Fund. This
approach will help promote reasonable and prediie future rate adjustments, supported by advance
multi-year rate forecasting.

The District shall maintain reasonable resources for CIP and Capital Outlay, workingaraghpalident
risk management.

The District shall annually prepare a myiiarfinancial forecast of major revenues, expendityrasd
other financing sources and uses for the District.
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Capital ImprovemenProgram(CIP)and Budget

T

The District will plan for capital improvements over a mydtar period of time. The Capital
Improvement Program (CIP) will directly relate to the Master Plan, departmental operation plans, and
other longrange plans.

The District shall annually prepare and update a rydtr capital improvemerrogram(CIP) to
identify and plan for anticipatedapital projects and estimated costs and to identify estimated
significant impacts on the operating budget.

¢tKS S5Aa0GNROG oAttt NBlFLaz2ylote YFAYydGFEAy Ada OF LAGL
investment and to mitigate futurenaintenance and replacement costs. The budget will provide for
adequate maintenance and orderly replacement of capital assets, as resources allow.

The District shall define as CIP capital assets any asset acquired, constructed, financed, modified or
replaced by the District with a total cost of $50,000 or more and a useful life of 5 years or more, in
accordance with GAAP. Expenditures between $5,000 and $50,000 that result in the creation of a capital
asset or extend the useful life of an existing cdpsset for at least five years shall be classified as

capital outlay within the operating budget.

The District shall include CIP projects and their estimated costs within the operating budget for the
period covered by the operating budget for approvalb t KS 5 A A0 NAR OG Qa . dzZRISG [/ ;
08 UKS 5A&a0NROGQE .21 NRO®

Debt Management

T

The District shall issue lostgrm debt in accordance with all applicable federal, state and local laws and
regulations, as well as District resolutions and orders, for appropriate purposes.

The District shall adhere to full disclosure of financial agxdipent credit information as it relates to the
S5AAONROGQa 2dziadryRAY3I aSOdzNAGASE YR O2YLX & gAl
The D[strict shall strive to maintain credit ratings of A or higher to ensure that borrowing costs are

miniml SR ' yR GKS 5Aa0NAOGQa | 0O0Sadaa (2 ONBRAG A& |3
The District shall comply with all requirements associated with revenue bonds, including, but not limited

to, debt service reserve requirements and debt service coverage ratios.

The District shall use competitive bidding process in the sale of bonds unless the Board authorizes a
negotiated sale process that is expected to produce more favorable results for the District.

Investments

1

¢CKS 5AaGNROCGQE OF&aK YR AY D Muestagandidisourse&bythe 06S NI C
Washington County Treasurer on behalf of the District for District purposes, in accordance with Oregon
Revised Statutes.

The District shall monitor the activities of the Washington County Treasurer regarding District dash an
investments held by the County to ensure that liquidity and working capital needs are met and that
Ayo@SaiayYSyia FNBE Ay O2YLX AFYyOS 4AGK 2FaKAy3ldz2y |z
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Revenue

9 The District shall maintain sanitary sewer and surface water managemaiest at levels that are
deemed appropriate by the Board to finance costs associated with the following: regulatory
requirements, needed program enhancements, maintenance of a competitive workforce, maintenance

or replacement of capital assetdebt servece related requirementsand to avoid or mitigate rate spikes
in the future.

9 The District will follow an assertive policy of collecting revenues determined to be due to the District.
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The BudgeProcess

The District follows a budget process that is consistent with Oregon Local Budget Law requirements. These
requirements are designed to accomplish two very important results:

9 Utilizestandard procedures for preparing, presenting, aatininistering the budget;

1 Enhane citizen involvement in the budggirocessand public exposure to the budget before formal
adoption.

The four phases of theudgetprocessnclude

Requested
1 The initial inhousedevelopment of the structure, levels of appropriation, and revenue and

expenditure estimates. New and revised program approaches are developed and reviewed by staff at
this time.

1 These requestarethen reviewed at the Department level and a recommendation sent to the District
Leadership Team for collaborative review. All District managers participate in relevant portions of this
review and discussions.

1 Operating and capital budgetse reviewed aainst previously developed evaluation criteria and
District priorities. No budget increases wexgprovedunless they were driven by growing demand
for service that could not be met by operating more efficiently and reallocating resources from other
programs.

Proposed

1 The Proposed Budget is prepared under the direction of the Budget Officer, using the results from the
District's internal review process as outlined above, and presented to the Budget Committee in a
public meeting.

Approved

1 Inthe pubic meeting, the Budget Comméig receives the budget documeandhas the opportunity
to amend andor approve the budgeas proposed After the Budget Committee meeting, the budget
is in the approved stage.

Adopted
1 In a public hearing, the Board ofr&gtors calls for comments from interested parties on the budget
and may make revisions in response to those comments. After the public hearing, the Board adopts
the budget, formalizing the appropriations for the coming fiscal year.

An increase in approfations outside of the above process requires a Supplemental Budget, which involves

many of the same procedures for notification and public hearings as the adoption of the annual budget.
Transfers from the contingency appropriations may be made withdaathorization.
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Budget Process
Thebudget proces®sn the following pageutlines the four phases of the process the District follows each year
in putting together its annual budget.

Thebudget process calendadentifies opportunities for public input while moving toward the actual adoption
of appropriations for the coming fiscal year.

Accounting Structure

The District reports costs in two separate enterprise funds for sanitary sewer and storm water oper&ton
financial reporting purposeg$inancial statements are presented on a full accrual basis of accounting. In this
method, revenues are recorded when they are earned and expenses are recorded at the time liabilities are
incurred regardless of the tiimg of related cash inflows and outflows.

¢ KS 5 A a i Ndppaedusingar@ddfiddaccrual basis of accountinginder modified accrual basis of
accounting, revenues are recognized as soon as they are both measureable and avVdisslereable means

the amount of the transaction can be determined and revenues are considered available when they are
collected within the current period or expected to be collected soon enough thereafter to be used to pay
liabilities of the current period For this purpose, revenues are considered available if they are collected within
60 days of the end of the current fiscal period.

For legal requirements set forth in Oregon Local Budget Law, the District is required to prepare and adopt a
budget by mdividual funds. Accounting records are maintained on a governmental fund accounting basis, and
the resolution authorizing appropriations is adopted by fund each year in the categories of operating expenses,
debt service, capital outlay, contingen@ndoperating transfers for each fund.

The District's budget and financial tracking systems are based on a hierarchy of accounts which start at the Fund
level and continue down to specific Projects. Line items are simply the individual expenditure anderevenu
categories which are tracked during the year (e.g., Electricity, Salaries, Service Charges).

For the Operating Funds, it looks like this:
T Fund
1 Department/Division
9 Division/Program
1 Project (as needed)

The other funds rely on Projects and Line Itemilemtify budget appropriations dedicated to specific purposes.
Thefund accounting structurgable on page61 showsthe organization of the various funaéthin the
Operating, Construction, Resenar Debtfund types Each tab identifies the various budget components

included in that section of the document. A listing of gemeralfund programcodes and thechart of accounts
are providedwithin this document.
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Budget Process Calendiily 20X-18

The outine below illustrates in general terms the process used to arrive at an Adopted Budget.

October throughJanuary
1 Individual program budgets developed using electronically linked spreadsheets and word processing
templates.
1 Draft Capital ImprovemerRrogram developed using an electronic database.

February and March
Requested
1 Initial meetings with Districttaff and management to develop current fiscal year expenditures and
review initial budget requestas prepared by Division and Department leaders
1 Finance Manageand staff develop revenue projections for upcoming fiscal year and conduct rate
analysis based on anticipated fund balances and revenues.

April and May
Proposed
1 Proposed Budget prepared for publication.
1 Mid-April - Required public notice publisheéh a newspaper of general circulation whiahnounce
whenthe Proposed Budgewill be available for viewingas well ashe dateand purposeof the Budget
Committee meeting¢ KS y2GAO0S Aa | faz2 L} a0ORSR44AE5). 6 KS 5Aai N
1 Proposed Budget document published.

Approved
1 Early May Budget Committee meeting held for reviewing and revision of Proposed Budget. Public
comments received and addressed/hen approved, the budget moves forward to the Board of
Directors foradoption

May and June
Adopted
1 May- Notice publishedn newspapewf general circulationhat a public hearing will be held to review
the budget. (Notice includes scheduleagfpropriations, meeting time, and place.)
1 Mid June- Board of Directors holds public hearing(s) before the beginning of the fiscal year (July 1) to
receive public comment analdoptthe budget. At this time, Board also adopts Resolution and Orders
settingsalaries, staffing levels, and rates and charges.
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Budget Overview

Summary

Total District revenues are estimateditewreaseb11.9million, or7.4% Total estimated District expenditures,
including operating and capital expenditures, as well as debicgrare expected tmcreaseby $3.0million, or
1.7%, due primarily tancreasein the CIP Combined beginning fund balances are estimatethtoeaseby just
over$28.2million, or10.M4, largely as a result sénitary seweBystemDevelopmentCharggSD§revenues
and net operating proceeds in thi@neralFund. The District continues to be in excellent financial conditeas
indicated by its credit ratirgof AAA from Standard & Po@ and A46 & a 2 BRSiaisService

Revenue Highlights

The primary ogoing revenue drivers are servickargedor sanitary sewer andurfacewater management

(SWM), as well as System Development Charges (SDCs) for sanitary sewer and surface water. Together these
revenue sources make @gpproximately93.8% of estimatedngoingrevenues foiFY 20T-18.

Other sources of operating and naperatingrevenue are interest earnings, grants, contribuspather
assessmentand miscellaneous fees. These other sources of revenue make up approxifneielyf
estimated revenues fofFY 20Z-18. The remainind.9% of revenue is attributable tihe Build Anerica Bond
(BABs}ubsidy payment

Expenditure Highlights

Total departmentabperatingand capitalized expenditures abeidgeted to irease by justinder$3.0 million,
or 4.4%. Expenditures for persosl services, materials and services, capitaestment debt service and other
fund level outlaysre discussed in greater detail below.

Persomel Services (Labor)

Total personnel servicese proposed to increadey £.8million, or6.%%, from the FY 2@&17 adopted budget.
The increase in personnel services is primarily due to the additit8 fofll-time equivalent (FTE) positions. The
new positions are described in detail in the departmental summaries beginning ordfiage

Materials and Services

Materials and servicesre proposed to increadsy $£56,4000r 09> = O2 YLJ NBR (2 €L ad &SI N
This increase reflects an anticipated increase in costs associated with the anticipated NPDES perrhitlimgility
contract services, and watershed improvements through the rural shade program.

Capital Investment (CIP)

The Districis proposingan estimated $4.7million in new sanitary sewer system improvements add’$

million in new surface water managemesytstem improvements in fiscal 20-18. These investments are
planned to increase system capacity, meet regulatory requirements for water qualityforwatershed health.
All of the projects scheduled for implementation in this budget have been vetted against previously adopted
sanitary and surface water management facilities/master plans.

Debt Service

Debt services proposed todecreag by just under $4.3 million or 16.28tie to the maturity of the Series 2004
bonds as well athe advance refunding of $33.2 million in outstandBeyies 2009fevenuebonds
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Other Fund Level Outlays

This expenditure type includes utility bad dedpense, franchise fees, and other miscellaneous non
departmental outlays. This category is proposedécrease by 8.2 million or 65.9%6 as compared to the prior
year primarily due ta prior year budgetetransfer of $4 million to fund the captive insince companywhich
is not included in the FY 20418 proposed budget

Fund Balances
Beginning fund balancese anticipated to increase by approximateB8& million or10.72%6 over the current

budget yeamprimarily due to higher than anticipatetet operating proceeds received in fiscal years 2016 and
2017

Budget Overviewg All Funds Summary
The chart belovshowsli K S 5 AaBifiindhf@ialan at a summaigvel, whichis presented on the
following page in more detail.

FY 201718 Budget Overview
All Funds Summary
$350 -
$300
/ /
$250 — —
” —
& $200
£ 150 —
$100
$50
$' T T T 1
FY15 Actual FY16 Actual FY17 Budget FY18 Proposed
- Combined Beginning Fund Balances =—=Total Operating & Nonoperating Revenues
Total Expenditures — Ending Fund Balance & Contingency
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Clean Water Services
FY 2017-18 Budget Overview - All Funds

FY 2015 FY 2016 FY 2017 FY 2018 % Change
Actual Actual Budget Proposed From FY 17

SOURCES OF FUNDS Budget
Combined Beginning Fund Balance $ 221,837,284 $ 243,755,934 $ 264,218,948 $ 292,421,700 10.7%
Operating Revenue

Service Charg $119,018,916 $ 124,009,983 $ 130,673,100 $ 137,388,500 5.1%

Miscellaneous Fees 7,000,062 6,515,243 4,959,100 6,843,000 38.0%

TBWSP Partner Reimbursement 1,891 15,980 6,900 - (1) -100.0%
Non-Operating Revenue

System Development Charges $ 18,962,971 $ 20,712,605 $ 22,000,300 $ 24,891,700 13.1%

Grants, Contributions, & Assessments 662,223 68,808 1,064,400 453,900 -57.4%

Build America Bond (BABs) Subsidy 1,555,131 1,560,973 1,534,200 1,560,000 1.7%

Interest Earnings 1,887,829 2,318,792 1,415,100 2,413,500 70.6%
Total Operating & Non-Operating Revenues: $ 149,089,023 $ 155,202,384 $ 161,653,100 $ 173,550,600 7.4%
Bond Sale Proceeds - - - -
TOTAL SOURCES $ 370,926,307 $ 398,958,318 $ 425,872,048 $ 465,972,300 (2) 9.4%
USES OF FUNDS
Departmental Expenses (Operating & Capital)

Personnel Services $ 30,202,646 $ 32,559,834 $ 40,060,400 $ 42,822,200 6.9%

Materials and Services 23,890,100 23,652,123 27,028,400 27,284,800 0.9%

Capital Outlay 280,063 329,179 423,800 369,000 -12.9%
Total Operating & $ 54,372,809 $ 56,541,136 $ 67,512,600 $ 70,476,000 4.4%
Capitalized Expenditures
Other Uses of Funds

Debt Service $ 26,087,139 $ 26,135,222 $ 26,266,141 $ 22,003,646 -16.2%

Construction (CIP) 46,099,971 41,026,972 71,006,000 79,383,100 11.8%

Construction (CIP) TBWSP Partner Share 1,891 23,202 10,000 - (1) -100.0%

Other Fund Level Outlays 608,563 421,963 6,325,200 2,159,000 -65.9%
Total Expenditures: $127,170,373 $124,148,495 $171,119,941 $ 174,021,746 1.7%
Contingency $ - $ - $ 24,659,900 $ 23,856,300 -3.3%
Ending Fund Balance 243,755,934 274,809,823 230,092,207 268,094,254 16.5%
TOTAL USES $ 370,926,307 $ 398,958,318 $ 425,872,048 $ 465,972,300 (2) 9.4%
TOTAL FTEs 319.55 329.55 338.00 351.00 3.8%

(1) TBWSP Partner reimbursement pass-throughs are budgeted in accordance with Oregon Budget Law

(2) Excludes transfers between funds, which have a zero net effect on Sources and Uses of Funds, but are budgeted in accordance with Oregon
Budget Law
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Sources of District Funds

Recent Fiscal Trends

Keysources of funds for the District include sanitary sewer revensiagace water management service
revenuesand system development charges developing financial plans, staffiviewsthe history of these key
revenues to identify trends that might be useful in formulating assumptions for the current year budget and for
financial forecasts over the next five years. Below are brief histatisaussions of the key sources of funds,
followed by a more detailed discussionff 207-18 sources oDistrict funds. In most cases, the comative

data used is as of FY 20916 as audited, with the exception of FY1B17 information, which isstimated.

Service Revenue

The sanitary sewer revenues, which represent service charges assessed of wholesale and retail customers,
represent the single largest source of operatingerues for the District. In FY1B) they amounted to $11.6
million. The surface water management (SWM) revenues, which represent a flat fee assessed of any District
custamer who uses or discharges stomater to the public storm and surface water systems, amedno just
over$12.4million in FY2016.

Estimated Avg
FY 2013 FY 2014 FY 2015 FY 2016 FY 2017 Change
Sanitary Sewer Revenu$ 100,621,135 $ 103,145,531 $ 107,502,738 $ 111,571,933 $ 117,799,759 $ 5,011,535
SWM Revenue$ 9,686,945 $ 10,553,394 $ 11,516,179 $ 12,438,050 $ 13,539,472 $ 959,095
TOTALS$ 110,308,080 $ 113,698,925 $ 119,018,917 $ 124,009,983 $ 131,339,231 $ 5,970,630

% Increase 8.7% 3.1% 4.7% 4.2% 5.9% 5.3%

$120 $14

/ $12 _——

S 2 $10 |

= 80 =

E ¥ £ $8

- £

$60 T T T T $6 ‘ ‘ ‘ ‘
FY 2013 FY 2014 FY 2015 FY 2016 Est. FY FY 2013 FY 2014 FY 2015 FY 2016 Est. FY
2017 2017
= Sanitary Sewer Revenue e SWM Revenue

The District increased sanitary sewer rate8t826 in FY 20181d3.0% in FY 201&Y 2015FY 2016and FY
2017while SWM rates remained constant at $4.00/month/BBtdugh FY 2009 with an increase2&centsper
ESUn FY 201@nd50 cents per ESéhch year from FY 28through FY 204 A3% sanitary sewer anal6.45%
(50 cent)SWM rate increase afeudgetedfor FY 207-18. Over this period, service revenues have grown an
average 06.3%per year.

Population and economic trends are also used in estimating future revenues. Sanitary sewer revenues are
largely affected by land and housing development stemming from population growth. As showrfotidiving
GFrof S GKS 02 dzy (@ edyapppokiddatelyld. Re2siyice2B0B, and dtafe@bbBomits expect
that trend to continue in Washington County over the next 10 years.
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Washington County, Oregon
Demographic Statistics
Last Ten Fiscal Years
Fiscal Yeal Personal
Ended June  Population Income Per Capita Unemployment
30 (estimated) (in thousands) Income Rate
2017 583,595 n/a n/a 3.6%
2016 570,510 n/a n/a 4.2%
2015 560,465 $ 29,812,561 $ 51,909 4.8%
2014 550,990 $ 27,911,782 $ 49,553 5.6%
2013 542,845 $ 25,628,991 $ 46,123 6.3%
2012 536,370 $ 25,483,103 $ 46,508 7.1%
2011 532,620 $ 23,759,750 $ 44,011 7.7%
2010 527,140 $ 21,771,434 $ 40,950 9.0%
2009 519,925 $ 21,553,989 $ 41,079 9.5%
2008 511,075 $ 22,405,740 $ 43,438 5.3%

¢KS fINBSad GKNBIFG G2 alryAdrNE aSgSNI NEGSydzSa ¢ 2dz R
residential housingccupany. Thelasteconomic slowdownlid not significantly impacservice revenues

received from existing residences. Population growth and retainage remain strong in Washington County. As
more data becomes available, the District will monitor revenues and adjust projected expenses accordingly.

Over a longer term, erve funds could be used to maintain service levels as needed and beyond that, programs
would be evaluated for efficacy based on the changes in demand as well. As the chart below intie#ates

largest ratepayers comprise orl).66%2 ¥ (i K Ss BY RO& ratdlihcOrieQ This indicatéisat the business

risk of any single customer having a significant direct impact on revenue projections is relatively small.

Ten Largest Individual Ratepayers
Fiscal Year 2016

Customer Amount %
Intel Corporation - Ronler Acres $ 7,351,053 6.59%
Intel Corporation - Aloha Campus 752,369 0.67%
Pacific Foods of Oregon 744,752 0.67%
Maxim Integrated Products 650,046 0.58%
Resers Fine Foods - Jenkins Road 618,805 0.55%
SolarWorld Industries America 577,288 0.52%
Jireh Semiconductor, Inc. 400,293 0.36%
Providence Health Systems - St. Vincent 356,242 0.32%
Heritage Village Mobile Home Park 256,476 0.23%
Hillsboro Landfill, Inc. 190,390 0.17%
SUBTOTAL (10 largest ratepayers) 11,897,714 10.66%
Balance from other customers 99,674,219 89.34%
Grand Totals $111,571,933 100.00%
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System Development Charges (SDCs)
The gcond largest source of revenieSDCs, orgme assessments charged when customers connect to the
S5AA0NAOGQAa a2aliSYD ovarRGZMBlonNE® 3¢ dzSa G2G1f SR 2dzad

Estimated Avg
FY 2013 FY 2014 FY 2015 FY 2016 FY 2017 Change
SDCs $ 31,822,543 $ 21,130,429 $ 18,962,970 $ 20,712,606 $ 25,721,707 $ 2,777,765
% Increase 168.9% -33.6% -10.3% 9.2% 35.6% 31.7%
$40
$30 =~
2 $20
1S
c
= %10
$-
FY 2013 FY 2014 FY 2015 FY 2016 Est FY 2017

= System Development Charges

As evidenced by large swings from one year to the r&€revenues are not very predictable and can be
influenced by a few major developments, particularly development by lamgid-family, commercial or
industrial customersas was the case in FY 2013

FY 20Z-18 Sourcesof Funds

On a current year basisgsources for Interest
Clean Water Services to provide services Eamings
d h P ibiliti Build America  $2,413,500
an .carry_out _ot er responsi ||_t|es are Bond Subsidy 0.5%
derivedprimarilyfrom the following $1,560,00Q
sources: beginning fund balarsand 0.3% Operating Fund
i i Misc Fees & Balances
current operating a.lnd. noioperating s Fee S o
revenues Thg beginning fund ba_lance $7.296.900 ‘ 33.2%
consists okstimated balancesarried 1.6% Construction
forward from previous fiscal yeassd the Fund Balances
required bond reserve amounturrent SDC's
revenues are those earped during the fi,sc $2458§)/10'70 Service Charges
€ SFENJ FNRBY UKS psichash ' $137,388,500
. . 0,
servicechargesor received from other 2y Reserve Fund
X NS Balances
sourcessuchag 5/ Qax¥ AYUSN $46.953.000

various fees, and project reimbursements 10.1%

Debt Svc Fund

Balances
Current Revenues $23.817,700
Current revenues or resources the District 5.1%

earns during the year account fol $36 million or about37% of total resources expected Y 207-18. The
principal sourceof current revenuesire sanitary sewer and surface water managemesi\M) charges which
are labeledServiceChargesn the pie charabove These two sources account fot37.4million or 79.2% of the
5Aa0NROGQa (2 (iThd oth€r dzijasButes arbl & dednydelSiaprent charges (SDEs)ts,Build
America BondBAB)ubsidy contributions and assessmentmd interest earnings.

ServiceCharges

Based on trend analysis and anticipated rate chang@stary sewer service charges arestimated at $22.8
million and SWM charges are estimated ag¥%million. Rate increassof 3% in sanitary seweand $0.50in
SWM arebuilt into the revenue estimates.
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System Development Charges (SDCs)

The second largest source of current revenues, SDCs, amojuist tonder $24.9 million or 14.3% of total
current revenues District customers are assessed this dimee system development charge upon connection
to the sanitary sewer system.

The sanitary sewer SDC is designed to recognize the cost of growth and consists of an improvements assessment
for the share of costs related to new capacity and performance improvements, as well as an assessment to share
cost burdens with existing custonefor collection and treatment systems already builhe District completed

an update of the SDC rate study during 2@0@ plans to complete another update during fiscal 20This

budget reflectsanincreasean the sanitary sewer SDIG $5,500 for FY2017-18, which is a 300 increase from FY

2016-17. ¢ KA & AYyONBIa&asS NBFfSOGa GKS dza Bcreasig thekadie by thesdERRIA O C
construction cost index.

The surface water management SDC is atime charge designed to recover the cost of surface water
management improvements.This budget reflects aimcreasein the SWM SDC ®630 for FY 201-18, which is
a $0 increase from FY 26417.

Revenues fronboth SDCs are dedicated to capital projects and payment of bonded debt sqreid@regon
Revised Statutes (ORS 223.302)

Miscellaneous Fees, Grantand Other Revenues
An anticipated subsidy payment related to the Series 2010B Build American Boeddsounts for $56
million or 0.9% of total current revenues.

The remaining current revenues are comprised of grants, contributions and assessimentst earningsand
miscellaneous feeaccountingfor approximately 9.7 million or5.6% of totalcurrent revenues.

Combined Beginning Fund Balances

The beginning fund balances for all funds combined consist of unused revenues carried forward from prior fiscal
years. In FY 2@118, these combined balances account jiast over$292.4million, or63%of the total $166.0

million in budgeted District resources. Approximately.$ million of this fund balance iseld in reserve

pursuant to debt service requirements.
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Uses of District Funds

Recent Fiscal Trends
Due tosubstantialinfrastructure needscapital improvements remaiane ofi KS 5 A a i NR Ol Q&

f 1 NB

In developing financial plans, staff reviews historical spending trends and anticipated capital needs in the Capital

Improvement Pogramto formulate assumptions fahe current year budget and financial forecasts over the

next five years. Below are brief historical discussions of key expenditure categories, followed by more detailed

discussions ofY 20T-18 uses of District funds.

Capital Expenditures

Clean WateServices allocates a large portion of its budget to capital improvements that are needed to meet
water quality standards as well as to satisfy the sanitary sewer and surface water management needs of a
growing customer base. Also included within capitgdenditures is the routine replacement of vehicles, heavy

equipment, information systems, and wastewater treatment and conveyance equipment. For&;Yh20btal
comprised about 1.1 million or33.1%of total current expenditures.

Estimated Avg.
FY 2013 FY 2014 FY 2015 FY 2016 FY 2017 Change
Capital Expenditures$ 47,050,423 $ 47,151,625 $ 45552554 $ 41,050,174 $ 62,469,400 $ 2,784,391
% Increase -3.1% 0.2% -3.4% -9.9% 52.2% 7.2%
$80
$60 -
.é /
2 %40
= $20
$0
FY 2013 FY 2014 FY 2015 FY 2016 Est FY 2017

= Capital Expenditures

Operating Expense

Anothersignificantexpenditure type for Clean Water Servides-Y 2Q07-18 is operating expensevhich
represented$56.7 million, or 45.6% of total current expenditures, FY 2@6. The biggest portion of operating
expense igor persomel services, including salaries and fringe benefits.

Estimated Avg.

FY 2013 FY 2014 FY 2015 FY 2016 FY 2017 Change

Operating Expenses $ 53,157,305 $ 53,661,878 $ 54,153,604 $ 56,657,158 $ 57,272,805 $ 1,715,651
% Increase 3.8% 0.9% 0.9% 4.6% 5.8% 3.2%

Over the five year period from FYIZthrough FY 207, operating expense sgrown an average &.2%
annually. The biggest drivers of cost increases have h&iag utilityand chemicalcosts along withthe
increasing cost aivages andenefits for personnel During this timeframe, the District add&®.95FTE which
contributed to the increasing personnel costs.
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= Operating Expenses

CombinedEndingFundBalances
The ending fund balance for all funds combined includes unrestricted operating cash reserves for sanitary sewer
and stormwater operations, restricted reserves for capital construction and debt service funded by bond

proceeds, sanitary sewer and stormwafe’s / Q &

and selfinsurance reserves.

The unrestricted operating cash reserves are used by the District to finance future capital improvements,

maintain existing systems, and provide resenasiforking capital needs.

z

NBadNROGSR T2NJ OF LI OAalie

SYKI

The restricted reserves can only be used to fund capital construction or debt service payments. These funds are
not available to meet daily operating cash needs.

Sanitary Operating
SWM Operating
Sanitary Construction
SWM Construction
Debt Service
Insurance Liability
Capital Reserve
TOTAL

$350
$300
$250
$200
$150
$100

$50

in millions

Estimated

FY 2013 FY 2014 FY 2015 FY 2016 FY 2017
$ 59623397 $ 77,944,671 % 99,092,379 $ 124,194,296 $ 145,400,000
4,239,921 4,706,751 6,369,030 9,141,136 9,200,000
84,968,847 69,306,691 55,836,311 64,009,716 61,298,000
2,458,251 3,100,047 4,607,416 4,565,726 5,753,000
16,823,754 18,505,974 24,151,708 23,473,016 23,817,700
4,759,734 5,067,991 5,352,222 5,616,235 5,425,000
32,740,833 43,205,159 48,346,867 43,809,698 41,528,000
$ 205,614,737 $ 221,837,284 $ 243,755,933 $ 274,809,823 $ 292,421,700

//
—————
FY 2013 FY 2014 FY 2015 FY 2016 Est FY 2017

Combined Ending Fund Balances
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FY 20Z-18 Uses of Funds Construction

Clean Water Services uses resources to provide sanitary B;::ges
sewer and surface water management services to its $56:80§'100
customers.Ending fund balances are resources that are 12.2% Reserve Func
not spent during the year but are carried over to Balances
subsequent yearsThe District spends mosf its resources Operating $3lé78109'6°°
on the construction of wastewater treatment and B;‘;ﬂges /- ’
conveyance facilities. $156,859,600

33.7%
Current Expenditures 523 656,300 :
Current expenditures are funds that are budgeted for the ~ 51% Q\ ﬁ;’;’{}i{ion
2018 fiscal year.This includes, among others, payments t L(g\t/f;?fozligs\ 9,383,100 ot Service
construction contractors, wages and benefits to employer g, 159 000 0% Fund
and principal and interest on borrowed monieSurrent 0.5% \ $252"’"§T$%55 A
expenditures estimated foFY 20Z-18 amount to Capital Outlay 2.9%
approximately$174.0million. The major categoriesf $3;)635/00°° gggto%g‘gzg
current expenditures are described below. ' 4.7%

Capital Outlay and Projects

One of the largestxpenditures are for capital projects

which, combined with capital outlayf justunder$04 million, amounts to $9.8million or45.8% of all current
expenditures.Clean Water Services allocates a large portion of its budget to capital improvements needed to
meet water quality and quantity standarads well as tasatisfy the sanitary sewer and surface water
management needs of a growing customer baBgef descriptiors of major capital projectsare presented in

the Capital Projects Overview section of this documant the index listing all projects is included in the
appendix

Debt Service

5S600 aSNIBAOS T2NJ 02y a i Addz@nheicapifal ipFovein&ngs aswelbad peAsoni Qa T I
obligations are expected to amount t@%.0million inFY 20I-18, or 12.6% of totalcurrentexpenditures.Debt

service represents the repayment of principal and interest costs on bonds issued to finance construction
projects and other major capital asset8orrowing allows the District to spread the costs of a capital project

over the life of the asset and ¢neby avoid sharp increases in rates.

Persomel Services

The District expects to spend&.8million inFY 207-18 on salariesnd associated fringe benefits for its
employees.Total personel services costs represent aba24.6% of total current expendituresThenet
number of fulltime equivalent positions (FTE)proposed to increaday 13 FTHErom the fiscal2017 budgetof
338FTE At351FTE, staffing levels at Clean Water Services remain below the 1997 h&fFafE3 positions,
before the District embarked on its Competitiveness InitiatiViee graph belowndicates the staffing trends
over the last 5 years.
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