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BOARD OF DIRECTORS MEETING
President, Terry Atherton
Vice President, Randy Becker
Treasurer, Jerry Hanas
Secretary, Greg Colton

Director, Mike Kenney

Meeting of October 17,2013

NOTE: All minutes are summarized to give the community the essential information of what has happened 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 Terry
Atherton called the October 17, 2013 meeting to order in the Shorewood Forest Clubhouse, Directors Terry
Atherton, Randy Becker, Jerry Hanas and Greg Colton were present. In attendance were John Sturgill of the
engineering firm McMahon Associates and Ted Sommer of London Witte Group who made
presentations. Also in attendance were Plant Manager Forest Ash, Assistant Treasurer Donna Atherton and
several residents.

Absent were Jerry Hanas and Mike Kenney.

Approval of Prior Minutes:
The September 2013 Board of Directors Regular Meeting minutes were accepted and approved.
Shop Report:

A copy of the September Shop Report prepared by Forest Ash, Plant Manager, was distributed to all Members
that were present, and is as follows:

Shop Report
September 13- October

ll,2013

Main Plant

1.

2.
3.
4.
5.
6.

Permit capacity is 450,000 GPD. We had an average flow of 155,537 GPD and our high flow was
222,010 GPD. We treated a total of 4.7 million gallons of wastewater last month, or 35Yo of our
permitted capacity. The following percentage rates are an indication of how efficiently the plant is
operating: 98.1% removal of BODS; 98.9% of Suspended Solids; 99.4% of Ammonia; and 96.6% of
Phosphorus (80% minimum). We have gone 43 months without a violation.
On September 23rd, we walked to the outfall for our monthly inspection; the outfall was clean.
September 17th, we had to unplug the effluent line from #3 aeration tank.
September 20fr, we had to blow back the clarifier. After we blew it back and put the return back in
service the retum line plugged, I had to call Weiler Plumbing out to rod out the line. We pulled out a big
wad of rags.
We have changed the oil in the blowers, and have put the winter blend oil in them.
October 10th, the clarifier had slowed down the retum, we had to blow it back again. It blew out more
rags and grease.
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On September 18th, 9:30 pm, we were called to Devon for power failure. When I arrived the power had
been restored.
On October 3-4, we performed our annual lift stations cleaning.
On October 4'n,I was called to Shorewood Ct for pump 1 failure. I had to replace the fuse. I also was
called to Amhurst Ct for pump 2 failure. I had to reverse the wire to un-jam the pump.

Sewer Lines & Manholes
1. On Sept 30th, we were called to Sagamore for a sewer locate and we could not find the manhole to do
the locate. The homeowner had buried it. We uncovered the manhole and told the resident they should
not cover the manhole. we need access to them.

Other

1.
2.
3.

On October 2nd, we took the 2007 F150 and had the tires replaced and a front end alignment.
October 4th, we were called out to Wilshire Ct, for an emergency locate. NIPSCO had a gas leak
October 6th, we were called out to Brookshire Ct., for an emergency locate. NIPSCO had a gas leak.

Submitted By
Forest W. Ash

Summary Financial Report for the 9 months ending September 30,2013 (a copy of thefull report can be obtained by
Members from the SFU ffice). 2002A & 20054 U,S. Bank Bond Funds: $54,323; 2002A & 2005A U.S. Bank Debt
Service Reserve Funds: $221,948; Capital Replacement Funds: $187,789; Capacity Fee Funds: $386,141; Total
Restricted Bonds & Funds: $850.201.
Unrestricted Bank Accounts: $390,563 (7.8 months of cash on hand) Operating Income: $628,165; Operating
Expenses: 5254,674; 2002A & 2005A Bond Payments: $161,859; Net Income after Bond payments: $211,632; YearTo-Date Debt Service Coverage Ratio is 2.31 (1.25 is required to be in compliance with our Bond Covenants).

Progress Reports and Updates

Phase 18 bids. John Sturgill of the engineering firm McMahon Associates announced that the low bid for the
Phase 18 construction project was $1.448 million from Gaskill & Walton Construction Co. Gaskill is willing
to keep its bid open for 1 50 days, and even 180 days if necessary, to allow SFU suffrcient time to obtain
financing approval and issue bonds. Mr. Sturgill indicated McMahon will be approaching Gaskill with certain
"value engineering" proposals that could potentially reduce the overall cost of the construction. Director Greg
Colton moved that the Phase 1B project be awarded to Gaskill in an amount not to exceed $1.448 million,
provided that the award is conditioned on SFU obtaining the necessary financing. The motion was seconded
and, after being tabled to hear the presentation by London Witte Group, was approved.
Presentation by London Witte Group. Ted Sommer presented London Witte Group's Debt Capacity Analysis
(dated October I,2013), which was based upon the twelve months ending December 3I,20I2. Mr. Sommer
explained that SFU's current income and capital structure results in a debt coverage of 2.06 times interest
earned ratio (TIER), which is well above the T.25 coverage required by SFU's existing bond covenants, and is
an indicator that the utility is in good financial health at present. The Debt Analysis also indicates that the
maximum debt SFU could issue without having to raise current user rates is approximately $1.725 million.
This would result in a coverage ratio of 1.255. Mr. Sommer noted that the $1.725 million figure is based on
2012 frnancials. Because 2013 financials show improvement over the 2012 financials, Mr. Sommer indicated
an updated debt analysis would likely reveal that SFU could issue up to $ 1.8 million without needing to
increase user rates.

If SFU were to pursue all of the projects under consideration - i.e., Phases IB,2Aand2B - the total cost is
estimated to be $3.826 million. In order to fully fund this amount along with ongoing depreciation, the Debt
Analysis indicates rates would need to be raised by 46.61% to $95.30 per month. No matter which projects
SFU decides to undertake, Mr. Sommer recommended keeping at least $250,000 of cash on hand for
emergencies. In his experience, it is not uncommon for a small utility to encounter unexpected repairs or
replacements that can be very expensive.

With regard to lenders, Mr. Sommer stated the Indiana Bond Bank would likely fund a loan at an interest rate of
around 4+yo. The process can take 6-8 weeks or longer than conventional financing. If SFU instead
approached a private lender like a local bank, Mr. Sommer thought an interest rate of 5 - 5.5% would be likely.
Preliminary Resolution for Financing. Director Greg Colton read a draft Preliminary Resolution for the Board
to consider. After some discussion and modification, Randy Becker moved that it be approved as modified.
The motion was seconded and passed. A copy of the adopted Preliminary Resolution is attached to these
minutes.
Bond counsel. Director Greg Colton moved that SFU engage the services of London Witte Group to shepherd
SFU's financing through the Bond Bank or other potential lenders, provided the fees for LWG when combined
with bond counsel and other professional advisors do not exceed $85,000. The motion was seconded and after
discussion was approved.

Adiournment:
The meeting was adjourned by Director Atherton.

