ARCOLA/TUSCOLA JOINT WATER AGENCY MEETING
October 11, 2018

Drew Hoel called the meeting to order at 4:30 PM at Tuscola City Hall. Roll call: Tuscola —Troy
Rund, Alan Shoemaker, Drew Hoel, Alta Long; Arcola — Ed Fidler, John Guyot, Bill Wagoner.

AGENDA: Hoel requested that an addition be made to the agenda to ratify the current water rate
sheet. Motion was made by Guyot with a second by Rund to amend the agenda to include
approval of the rate sheet. All in favor, motion carried.

MINUTES OF PREVIOUS MEETING AND THE SPECIAL MEETING: Hoel presented minutes
from the July 10, 2018 regular meeting. Motion by Rund, second by Guyot to approve as
presented. All in favor, motion passed.

FINANCIAL STATEMENTS: Wagoner presented the Financial Statements dated September 30,
2018. Motion by Fidler, second by Shoemaker to approve as presented. All in favor, motion
passed.

OLD BUSINESS: None

NEW BUSINESS

West Prairie Billing Error: Long reported that there has been a journal entry created into the
Joint Agency books reflecting the amount owed by the City of Arcola to the Joint Agency. The
City of Arcola will make a capital purchase this fall for new AMI meters for the customers on the
Joint Agency line and beginning in January, will begin making payments to the Joint Agency
towards the $168,457.06 owed.

Long presented a list of procedures that will be implemented moving forward. Additionally, the
committee briefly discussed establishing a reserve policy, but no final determination was made.

Sadorus Pump Station Upgrades: Hoel and Wagoner reported that they have been working with
Illinois American Water on the pump station. Initial efforts were focused on adding a second VFD
drive to one of the pumps. After meeting with Illinois American and their vendors, they are
proposing a major renovation of the existing pump station and upgrade to the telemetry system.
Illinois American presented cost options ranging from $350,000+ for a rehab to $700,000 for a new
pump station structure. Motion was made Shoemaker with a second by Guyot to seek proposals
from engineers to evaluate the station, develop a scope of work and cost determination
independent of Illinois American. Hoel will amend an RFP that Tuscola has used previously with
a not to exceed figure of $10,000 for the project.

Invoices for Service: The invoice from the City of Arcola for services to the Joint Agency in the
amount of $2,320.96 was presented. Motion by Shoemaker, Second by Fidler to approve and pay
the invoices as presented. All in favor, motion passed.




The invoice from the City of Tuscola for services to the Joint Agency was in the amount of
$2,248.68. Motion by Rund, second by Guyot to approve and pay the invoice as presented. All in
favor, motion passed.

Next Meeting: The next regular meeting will be on Tuesday, January 8, 2019 at 4:30 p.m. at
Arcola City Hall. Motion by Shoemaker, second by Guyot to adjourn. All in favor, meeting
adjourned at 5:10 p.m.

Respectfully submitted,

Bill Wagoner



Arcola/Tuscola Joint Water Agency
Recommendation for Procedural improvements

As a follow-up to the billing errors involving the Joint Water Agency and West Prairie Water
Company, and the resulting vast change in the overall worth of the Joint Water Agency operation, the
staffs of both cities have met and.discussed the following improvements to the various operational
functions performed in support of Joint Agency (JA) accounting and billing functions. In addition, there
are some pressing capital needs that will need attention sooner than later.

1. Residential customers along the JA line are served by manual-read meters that are, in some
cases, original to the water pipeline. We have obtained a quote of approximately $9,000 to
replace these with auto-read meters. This should improve accuracy and reduce billing loss, and
it will reduce operational costs of monthly manual reads.

2. Hoel and Wagoner will meet with representatives of West Prairie to point out their usage trend
which is at or near their contractual allocation of water from JA. Also, Hoel and Wagoner will
request an annual, written update of their system schematic and further expansion plans.

3. Long will continue investigation into cloud-based, common accounting software that can be
accessed by either/both municipality, such as QuickBooks, at an approximate cost of
$35/month. This common software should allow for more consistent financial reporting to the
board, regardless of which city is performing the accounting function. Additionally, we will work
to develop standardized budget, expense & revenue vs. budget, balance sheet, and billing
reports to the board.

4. Hoel and Wagoner have met with Illinois-American representatives concerning possible
maintenance/upgrades to the master meter/pumping station at Sadorus Road. It is apparent
that substantial investment is needed soon to restore the functionality of the station and to
address some major vulnerabilities. The cost is not yet known, but may be $150-200,000 to
address completely.

5. Once the full extent of the meter station upgrade is known, we will need to conduct capital
planning to support the meter replacements (#1}, the meter station itself, and any other known
capital requirements.

6. After the capital planning is completed, we can develop a cash management policy to provide
for 1) minimum cash balance in support of normal operating costs; 2) monthly or annual
allocations to the capital spending plan; 3) an appropriate maintenance reserve fund; 4} an
investment policy; and 5} distribution of surplus.

7. The office staffs of both cities are working together to refine the water meter reading and billing
process for West Prairie to ensure that we capture timely, accurate and complete readings and
billings for West Prairie. This includes Arcola reading all three West Prairie meters (including the
by-pass meter), along with the West Prairie residential customers meters monthly and
transmitting those readings to Tuscola within the first week of each month, for the prior
month. Tuscola then bills West Prairie for all usage over 100,000 gallons per day, applying
quality control procedures to ensure accurate billing. Additionalily, Arcola personnel will work
with West Prairie to ensure that any added West Prairie customers, who are connected directly
to the Arcola pipeling, and whose usage does not directly flow through a West Prairie meter, are
added to the billing procedures for the Joint Water Agency to bill that amount of water to West
Prairie.

8. Consider conducting an independent, third-party review of accounting practices annually.



9. The accounting firm we hired provided an opinion in support of our earlier, mutual conclusion as
to the amount of the billing error involving West Prairie. That number is $168,457.06. We have
discussed and will develop a proposal to provide for repayment of that amount by the City of
Arcola to the JA. This proposal will necessarily depend upon both the estimated cost and the
urgency of the meter station upgrades, and, as such, cannot be finalized until that is known.
However, it will include the following components:

a. The JA will “book” an accounts receivable entry from the City of Arcola for the full
amount of the error.

Arcola will fund the replacement of the water meters as partial payment.

Arcola will pay $1,000 per month, starting in January, 2019.

d. Arcola’s “share” of future revenues is estimated to pay back the remaining balance in
approximately 3 years, absent needed capital expenditures.

e, We will finalize and present a full payback plan for board consideration and for
consideration by both city councils once capital spending is known.

O o
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Drew Hoel

From: Steven S Wegman <Steven. Wegman@amwater.com>

Sent: Thursday, October 4, 2018 9:31 AM

To: Drew Hoel; Bill Wagoner

Cc: David R Farrar; Brian M Wiemers; Ron PP Ragle; Aaron Dreas
Subject: Pump Station Rehab

Drew, Bill:

EFI gave us the following estimates on the Sadorus Road Pump Station work:

« Rehab the existing station $175-185,000, which does not include work on the ficor, doors, and HVAC, or
telemetry.

e Build a new station $400-450,000, which does not include site work, demolition, or telemetry. One possible
option for a new station would be to use the old station’s foundation, which would save a lot on site work, This
would require the station to be off line for a couple days. Several building options would play into the cost, but
all current EFI building types are significantly heavier duty and designed to last longer than the existing station.

e Telemetry $125-150,000, based on 6 sites at $20-25,000 each (2 in Tuscola, 2 in Arcola, 1 at pump station, 1 in
Champaign). EFI would need to do a radio path study and would use products of our choosing.

They need 4-6 weeks from when we place the order to design. After we approve the design submittal it will take 14-16
weeks to deliver. The main long-lead item is the pumps. If we gave them an arder in December, construction of a new
station would probably be in April or May, or in March for a rehab.

Adding the components this is what the total cost look like:

$175-185,000 — Rehab

$125-150,000 — Telemetry

$50,000 = Floor, doors HVAC (my guess)
$350-385,000 ~ Total

$400-450,000 — Build new

$125-150,000 — Telemetry

$50,000 — Demo, reset, hookup on existing foundation {my guess)
$575-650,000 Total using existing foundation

$400-450,000 — Build new

$125-150,000 - Telemetry

$100,000 — New foundation, piping, site work, demo (my guess)
$625-700,000 Total on new foundation

These are rough estimates. I'd recommend adding a 10-15% contingency for budgeting purposes. We're available to
meet again at your convenience to discuss how you'd like to proceed.

Thanks,
Steve

Steve Wegman, P.E.
Senior Engineer

Illinois American Water
1406 Cardinal Court
Urbana, Ilinocis 61801

Steven.Wegman@amwater.com
217-373-3255



