SHOREWOOD FOREST UTILITIES, INC.
425 Utility Dr.
Valparaiso, IN 46385
219-531-0706
BOARD OF DIRECTORS MEETING

President, Greg Colton
Vice President, Dan Clark
Treasurer, Jerry Hanas
Secretary, Ken Buczek
Director, Terry Atherton
Meeting of April 20, 2017
NOTE: All minutes are summarized to give the community the essential information of what has
taken place at meetings and what votes were taken. Board discussions and public comments are
not presented verbatim.
Pursuant to the call of the Board of Directors of Shorewood Forest Utilities, Inc., Board
President Greg Colton called the April 20, 2017 meeting to order at 7:11 p.m. in the Shorewood
Forest Club House. Directors Greg Colton, Dan Clark, Terry Atherton, and Jerry Hanas were
present, Director Ken Buczek was absent. Also attending were Forest Ash, Plant Manager, and ten
members of the Utility.
Mr. Colton welcomed everyone to the meeting, and explained that there were two things
that were going to happen at this meeting. First, the regular monthly Board meeting would be
conducted, and then ballots would be counted from the recent membership vote.
Approval of Prior Minutes:
Board President Colton asked if there were any questions concerning the minutes from the
previous Board meeting of March 16, 2017. There were none. The minutes of the Board of
Directors Regular Meeting of March 16, 2017 were then accepted and approved.
Shop Report:
A copy of the March 14, 2016 through April 17, 2017 Shop Report, prepared by Forest
Ash, Plant Manager, was distributed to all Members who were present, and is summarized as
follows:
Shop Report
March 14th through April 17, 2017
Main Plant
1. Permit capacity is 450,000 GPD. We had an average flow of 211,800 GPD and our
high flow was 355,900 GPD. We treated a total of 6.566 million gallons of wastewater
last month, or 47% of our permitted capacity. The following percentage rates are an
indication of how efficiently the plant is operating: 99.5% removal of BODS; 99.2% of
Suspended Solids; 99.6% of Ammonia; and 95.3% of Phosphorus (80% minimum).
2. On March 22nd, we walked to the creek for our normal monthly inspection.

3. On March 20th, the APC battery backup for the plant stopped working. We ordered and
installed a new battery backup.
4. We cleaned the UV lights, replaced all broken bulbs and glass sleeves. In preparation of
disinfection season.
5. On April 1st disinfection season began.
6. After Indiana American Water replaced the water meter in the plant we noticed a slow
leak. We have isolated the leak between the blower building and clarifier 3.
7. A water supply line to microscreen 2 blew off twice. We trimmed the hose and it has
not blown off since.
8. On April 1st, the fire department responded to an alarm at the microscreen building.
The gas alarm was malfunctioning, and was turned off.
9. The Wealing brothers have hauled sludge out of the West Digester.
Lift Stations
1. Lift station pump run times from March 1 - 31, 2017
Station

Cycles

Run
Time
(hrs)

Sagamore

783

42.6

Pixley

424

Edgewood

Station

Cycles

Run
Time
(hrs)

Nature Preserve

1587

176.5

27

Devon

2389

61.9

498

65.3

Main

7225

176.2

Surrey Hill

490

29.1

Wessex

627

44.1

Wexford

638

42.2

Scarborough

549

13.8

Amhurst

1488

133

Shorewood ct.

1482

130.6

Roxbury

2202

81.8

2. On March 15th, we were called to Wexford, Amhurst, and Roxbury lift stations for a
NIPSCO power failure. We pulled the generator until power was restored.
3. On April 2nd, we were called to Amhurst lift station for a high-level alarm. The low wet
well float wires had broken. We repaired the wires. The station is working properly.
4. On April 13th, pump 1 at Nature Preserve failed. We reset the pump and put it back in
service.
5. On April 17th, we pulled pump 1 at Nature Preserve after it failed. We removed rags
from the pump and put it back in service.
Sewer Lines & Manholes
1. On April 17th, one manhole was raised in Sagamore.
Other
1. We replaced the weather stripping on the garage door to cut down on heating and cooling
costs.
2. On April 2nd, we were called to an emergency locate on Roxbury Rd. NIPSCO had an
underground fault.

Submitted By
Forest W. Ash

Questions on Shop Report:
Mr. Colton asked if there were any questions on the Shop Report. Director Clark asked
when we have a high flow, how do we handle it? Mr. Ash stated that we keep an eye on tank #3
to make sure we do not have a hydraulic overload. We had no problems with the recent high
flow; the plant handled it with no problems. Mr. Clark then asked what would we do if there was
an overload? Mr. Ash explained that there were a couple of thing that we would do. We can
turn on the waste to begin pumping to the digester, and we could turn on the other tanks and
begin pumping to them to reduce the hydraulics in the main aeration tank. Mr. Clark asked what
was the highest you have seen go through the plant? Mr. Ash stated that back in 2010 when we
had 7 inches of rain we put about 1.6 million gallons through the plant. Mr. Clark asked if we
survived it? Mr. Ash stated we did but we had all the tanks in operation at the time.
Mr. Ash reported that Wealing Brothers removed 150,000 gallons of sludge, which was
about 2% solids. Mr. Atherton stated that the 2% solids in his opinion was not enough, that we
need to try to get more like 3% to 4%. We are basically hauling water at 2%. Mr. Atherton
reminded Mr. Ash that we have had higher solids before and he thought it can be done again. Mr.
Ash responded that at that time we were holding the solids a little longer than we are now but we
will try to get it thicker by decanting more water out of the digester tank.
Mr. Colton asked if there were any other questions. There were none.
Treasurer’s Report:
Treasurer Jerry Hanas gave the financial report: Restricted Bonds total $106,553; Debt
Service Reserve of $286,242 with a Debt Service Reserve target of $325,920, leaving an amount
still owed of $39,678. Capital Replacement Fund totaled $815,292; Construction Funds totaled
$177,237; Capacity Fees totaled $356,353; and Restricted Investments totaled $1,348,882. The
Utility currently has Total Operating Funds of $237,627 and 4.0 months of cash on hand. We have
$18,281 of payables and $162,377 in receivables. We had a total income of $229,808 and expenses
of $80,471; leaving a net Operating Income of $149,337 for the year to date. Bond payments
totaled $85,079, resulting in an Income after Bond Payments of $64,258. The Debt Service
Coverage Ratio is 1.72. The Utility is required to maintain a Debt Service Coverage ratio of 1.25.
Mr. Hanas cautioned that when we start the Metz project of televising and cleaning our sewer lines
later this year, the $40,000 expense will cause the debt service ratio to go down.
Mr. Hanas reported that we received the year-end auditing statement from our outside
auditor, London Witte, which is required by our bond covenants. The auditor reported year-end
total revenues of $915,981, total operating expense of $652,893. The operating margin before we
had to pay other expenses was $263,088, then we had to pay interest expense of $122,464, that
does not include the principal paid because that is a balance sheet transaction where the principal
goes back to the equity and not an expense. We still have an outstanding debt on the 2014 A & B
bonds of $2,800,000. We started with over 3 million so we have put a dent in the debt that is owed.
The auditor also calculated our Debt Service Coverage Ratio to be 1.43. Last year it was 1.55.
We must maintain a 1.25 ratio for year-end to be in compliance with our bond covenants.
Mr. Colton asked if there were any questions about the auditor’s report. Mr. Atherton asked
if there were any criticisms in the report. Mr. Hanas noted that London Witte gave us an

unqualified report, but did identify areas of concern relating to internal controls. The auditor noted
that there should be segregation of duties in certain accounting areas. However, the auditor also
recognized that hiring additional employees in order to segregate duties may not be economically
practical for the benefit to be derived. Other internal control concerns related to the in-house
preparation of financial statements, year-end accruals, the need for a defined inventory control
system, and appropriate review of manual journal entries. Mr. Hanas concluded that satisfying the
debt service coverage ratio requirement places a lot of pressure on the Utility’s expenses, but,
considering we have not had a rate increase since 2005, he thought the Utility was doing pretty
well.
Mr. Colton asked if there were any other question. There were none.
Resignation:
Mr. Hanas stated due to personal issues, he is not able to finish out his term. As of tonight,
he resigns his position on the Board and said it was great working with everyone, and he wished
them the best. The Board thanked Mr. Hanas for his service, and wished him well. He left the
meeting.
Old Business:
Mr. Colton noted that last month we were having difficulty crafting the language for the
final Board resolution to be brought in front of the membership for a vote. The Board conditionally
approved the December 15, 2016 minutes subject to the inclusion of improved language for the
final resolution. Mr. Colton reported the Board had a special meeting via phone on March 29,
2017, and approved the final language for the final resolution. That is the language that was sent
to the membership in the mailing with the ballots. The same language has been added to the
December 15, 2016 minutes and has been posted on the Utility’s web site.
New Business:
Mr. Colton reported that the entire Board met last night with some members of the
Utility. The members threatened to file a law suit against the Board, alleging improprieties by
the Board, accusing the Board of a violation of their fiduciary duties with regard to the expansion
vote. Mr. Colton said it is the Board’s understanding that this law suit is threatening to name
each Board member, not only in his official capacity, but also personally. Mr. Colton said this is
a huge affront to all of us because we work on a volunteer basis. We put in numerous hours as
volunteers, and he regretted the chilling effect that this may have on board member. , He noted it
is difficult enough to find people willing to serve on the Board, but with litigation like this it is a
scary thing, especially if people are going to come after you on a personal basis. He continued,
the Utility’s Articles of Incorporation do have a provision that allows the Board to augment the
protections that are built into the Bylaws and Indiana statute. Mr. Colton quoted from the
amended Articles of Incorporation, Article 9 Section 3 subsection F, which states;
The rights of indemnification provided in this Section (sic) shall be in addition
to any rights to which the director, officer or employee may otherwise be
entitled. Irrespective of the provisions of this Section 4 (sic), the Board of
Directors may, at any time and from time to time, approve indemnification of
directors, officers, or employees or other persons to the full extent permitted by
the provisions of Indiana law at the time in effect, whether on account of past
or future transactions.
Mr. Colton asked if anyone wanted to make a motion with regard to the preceding. Mr.
Atherton made the following motion:

In accordance with Article 9 section 3 paragraph F of the Shorewood Forest
Utilities, Inc. Articles of Incorporation as amended and restated in 2012, I
move to indemnify any, and all directors, officers, and employees of SFU
both past and present to the full extent of Indiana law, whether on account
of past or future activities and transactions, including but not limited to the
CTA expansion.
Mr. Clark seconded the motion. Mr. Colton asked if there were any questions or
discussion. There were none. Mr. Colton called the motion to a vote and it was approved
unanimously.
Mr. Colton then asked if there was any more business from the Board. Mr. Clark stated
that he and Forest are working on “right-sizing” the pumps in the lift stations, because some of
the pumps are oversized. He and Forest are doing this so the stations can be more energy
efficient.
The Board conferred privately off the record for a minute and then Mr. Colton announced
that the Board had decided to allow two provisional ballots to be added to the upcoming vote
tally but the ballots would be marked so that if there becomes an issue about the validity of those
provisional ballots, those two ballots could be segregated. Next, Mr. Colton stated that it was his
understanding that a member brought a ballot to the meeting, despite the instructions stating that
ballots had to be turned in prior to the meeting. However, because in past elections ballots cast
in person had been accepted, the Board agreed to accept the ballot.
Mr. Colton then asked if there was anything from the membership.
Mr. Greg Schafer stated that he would like to comment that there was a meeting as you
stated last night and the five attorneys that were present believed that they came to an agreement
that they would postpone the certification of the ballots tonight for at least 30 days, and they
believed that this was agreed upon by all parties in lieu of filing a law suit. Included in the
discussion that night was the legal team believed that the dissemination of information that was
enclosed in the ballot was biased and half-truths. There was no financial information that was
addressed concerning ownership or loss of ownership, and furthermore; the cost of
improvements for this plant. They want it to be put into the record that they feel that they have
been bamboozled a little bit. They were assured that there would be a 30 day stay for exchange
of materials, but we found out last night that there would be a vote taken. He further stated there
are at least 90 people in Shorewood that were not able to vote because they were not in good
standing. Per the IRS rules of 501C 12 that everything should be in a democratic fashion which
includes giving all members the right to vote. We want to put it into the record and ask for a stay
until all the information can be distributed.
Mr. Colton thanked Mr. Schafer for his comment, and asked if there were any other
comments. There were none. Mr. Colton stated that since Mr. Schafer asked the Board to stay the
counting of the ballots, he wanted to give the Board an opportunity to make a motion to this
effect. No such motion was offered.
At 7:40 pm Mr. Colton asked for volunteers from the audience to count the ballots.
Three members volunteered. Mr. Colton then called for a recess during the counting of the
ballots.
At 9:18 pm Mr. Colton called the meeting back to order. He thanked Jim Korienek, Bob
Band, and Al Champion for tallying the votes. The final vote tally was as follows:
Inside the Shorewood subdivision there were:

204 yes and 186 no

Outside the Shorewood subdivision there were:
There were two provisional ballots:

72 yes and 14 no
1 yes and 1 no

Mr. Colton announced that the vote was in favor of expanding the Utility’s CTA. He
then announced that all ballots would be retained in the locked ballot box.
Mr. Tom Szefc asked if the members outside of the Shorewood subdivision include
members who live in Arbor Lakes, and Sagamore. Mr. Colton responded yes. Mr. Szefc asked if
they were only able to cast a half a vote. Mr. Colton stated that is what our Bylaws state.
Mr. Colton stated that this is not the end of the road with regard to a CTA expansion. The
Utility must next go to the Indiana Utility Regulatory Commission for approval. The IURC will
look at the utility’s capacity, and financial capability. The IURC looks to verify that the utility
can accept the territory and maintain a good working facility. The process could take up to 6 to 8
months before an order is issued.
Mr. Szefc asked if tank 3 goes down, and we do not have 1 & 2, all that is left is tank 4,
so we will be dumping raw sewage into Salt Creek because we do not have the capacity. Is that
right? Mr. Colton agreed that if the Utility lacks reliable back-up for tank 3, there could be a
problem. There was a discussion concerning the need for redundancy of the tank, and the
concerns, and possible problems in the future if the new tank was not built.
There was a discussion about the possibility of a rate increase. Mr. Colton stated that the
Board has never said there would not be a rate increase. A member asked if a rate increase is
needed? Mr. Colton answered that an answer cannot be determined at this point; we will not
know until we know what the new replacement tank will cost. The Utility’s engineer is working
on the design for the new replacement tank, and has been asked to give us an estimate of the
cost.
There was then a discussion concerning the validity of the vote process, the anonymity of
the votes cast, and whether ballots could have been duplicated. A copy of the ballot, the ballot
instructions, the return envelope, and the Statement of the Board are attached to these Minutes.
Ballots mailed to members residing in Shorewood Forest subdivision were a different color than
ballots mailed to members residing outside of Shorewood Forest subdivision.
Mr. Atherton made a motion to adjourn the meeting. Mr. Colton adjourned the meeting at
9:30 pm.

Respectfully submitted,

____________________________
President Greg Colton

