PN
H@N CITY COUNCIL

__O REGON_ |
v Regular Meeting Minutes
v December 9, 2024

Where Life is Sweet

Mayor Drotzmann called the regular meeting to order at 7:12pm. Present were Councilors Primmer, Peterson,
Myers, Duron, Linton, Hardin, McCarthy, and Barron. City Staff in attendance included: City Manager Byron
Smith, Assistant City Manager Mark Morgan, City Attorney Rich Tovey, Finance Director Ignacio Palacios, Chief
Jason Edmiston, Parks and Recreation Director Brandon Artz, City Planner Clint Spencer, Court Administrator
Jillian Viles, HES General Manager Nate Rivera, and City Recorder Lilly Alarcon-Strong. Also present was
Municipal Court Judge Cameron Bendixsen. The pledge of allegiance was given.

Presentation- Hermiston School District (HSD) Updates

HSD Assistant Superintendent Jake Bacon gave updates to include: Christmas Express can food drive and
fundraising efforts; Parent Guidance Series focusing on Suicide Prevention and Social Media; their website
which has many resources; 12/20 last day of school for winter break with a return date of 01/07; and the new
Unified Basketball Program for students with special needs which will have games on January 13, 27, and 29
at 4:00pm at the Highschool.

Citizen Input on Non-Agenda Items
None given.

Consent Agenda Items

Councilor Primmer questioned if item B should be moved to after the Public Hearing as it is directly related to
this item. City Attorney Tovey, City Manager Smith, and City Planner Spencer agreed.

Councilor McCarthy moved and Councilor Duron seconded to approve Consent Agenda item A-D, with the
exception of B, to include:

A. City Committee Vacancy Announcements
C. Certifying the 2024 General Election Results for Mayor and At-Large Councilors
D. Minutes of the November 25 City Council Work Session and Regular Meeting

Motion carried unanimously.

Public Hearing- Rename a Portion of NE Hill View Drive to E Holt Ave (See Ordinance No. 2369)
After hearing no conflicts of interest from the City Council, City Planner Clint Spencer read the hearing
guidelines and Mayor Drotzmann opened the Public Hearing at 7:24pm.

Clint Spencer spoke regarding renaming a portion of NE Hill View Drive to E Holt Ave as phase 2 of Sunset
Estates Subdivision is underway and this new street extension requires the renaming of a portion of NE Hill
View Drive in order to avoid confusion and creating a three-way intersection where all three legs of the
intersection would be labeled as Hill View Drive.

Noone present wished to give public testimony, and the hearing was closed at 7:26pm.

Hearing no questions or comments from the Council, Mayor Drotzmann stated this item would be presented
again during Ordinance No. 2369 for final action.
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Ordinance No. 2369- Rename a portion of NE Hill View Drive to E Holt Ave
City Manager Smith stated this item was presented during the Public Hearing.

Mayor Drotzmann stated this street naming ordinance is a great way to show appreciation and recognition to
a great community member, Carlisle Holt.

Mayor Drotzmann requested that the first reading be by title only. Hearing no opposition, City Attorney Tovey
read the ordinance by title only. Mayor Drotzmann requested that the ordinance be put on for final adoption
at this meeting and that the second reading be by title only. After City Attorney Tovey read the ordinance by
title only for the second reading, Councilor McCarthy moved and Councilor Hardin seconded that Ordinance
No. 2369 be adopted and become effective 30-days after adoption by the City Council. Motion carried
unanimously.

Item(s) Removed From the Consent Agenda
B. Replat Final Plat- Holt 4N2802AB Tax Lots 2100/2300/2400/2500/2600/9900/10000-
6/8/10/12/14/16/18 Hill View Dr

Councilor Myers moved and Councilor Duron seconded to approve Consent Agenda Item B. Motion carried
unanimously.

Resolution No. 2348- Authorizing City Staff to Initiate Proceedings to Adjust the Francise Fee Structure with
PacifiCorp.- Assistant City Manager Morgan gave information (PowerPoint Presentation attached) stating the
resolution would allow the City to adjust the utility’s franchise fee from PacifiCorp (d.b.a Pacific Power)
structure from a flat fee to one based off of percentages of sales within the city limits.

After further discussion, Councilor Primmer moved and Councilor McCarthy seconded to approve Resolution
No. 2348 and lay upon the record. Motion carried unanimously.

(Please note: there are typo’s in the Staff Report and Presentation referring to this Resolution as Resolution
No. 2347 instead of Resolution No. 2348)

Resolution No. 2349- Adopting the Hermiston Energy Services (HES) Customer Service Policies, Rates, and
Associated Fees Manual.- HES General Manager Nate Rivera gave information (PowerPoint Presentation
attached) regarding direction on how to adjust rates for all service classes due to the increases in wholesale
electricity prices, material cost increases, and HES’s Construction Work Plan. HES General Manager Rivera
presented two options based on Council feedback from the October presentation with customer survey
information in favor of Option B, Rate adjustment in three phases: a 7.84% adjustment effective March 1,
2025, a 6.49% adjustment effective March 1, 2026, and a 5.19% adjustment effective October 1, 2026.

After further discussion and answering questions from the Council, Councilor McCarthy moved and Councilor
Linton seconded to adopt Resolution No. 2349 with implementation of Option B and lay upon the record.
Councilor McCarthy, Linton, Primmer, Duron, Myers, Hardin, and Peterson voted in favor; Councilor Barron
voted against; Motion carried 7-1.
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November 2024 Financial Report

After Council discussion, Councilor Primmer moved and Councilor Myers seconded to accept the November
Financial Report as presented (PowerPoint Presentation attached) by Finance Director Palacios, City Manager
Smith, and Assistant City Manager Morgan. Motion carried unanimously.

Committee Reports
None given.

Mayor’s Report
Mayor Drotzmann spoke regarding:
e Thanked all those involved in making the Tree Lighting Parade and Event a huge success, including
those that participated in the Home Decoration Contest.
e Encouraged participation in the Land of Lights at EOTEC where walking or driving options are available
as well as having fun at the temporary ice-skating rink, and thanked sponsors who supported this event.
e Attending the National League of City’s (NLC) Conference and the many sessions related to Al

Council Reports
Councilor Duron welcomed the new council members and thanked both the exiting council members and those
who ran but were not elected.

Councilor Peterson spoke regarding “joyful burdens” that we all carry, like being involved in government, and
encouraged the public to read the book by Whitman.

Youth Advisory Report
None in attendance.

City Manager’s Report
None given.

Oath of Office
City Recorder Alarcon-Strong administered the Oath of Office to Municipal Court Judge, Cameron R. Bendixsen;
Mayor, Doug Primmer; and At-Large Councilors: Jeff Kelso, Maria E. Duron, Josh Roberts, and Allen Hayward.

Adjourn
There was no other business and Mayor Drotzmann adjourned the regular City Council meeting at 8:50pm.

SIGNED:

Doug Primmer, Mayor
ATTEST:

Lilly Alarcon-Strong, City Recorder
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& What will it do?

» Change existing Franchise with PacifiCorp (Pacific Power)
* Franchise Fee from Linear Foot to 5% of Revenue

Resolu'tion'f234_l‘7 Pa'ciﬂcorp‘

City Council - December 9, 2024

HERMISTON
R —

&

£

&g Utility Franchises Primer

* Typical among cities and utilities (power, gas, telecom,  Percentage-Based Fees (Most Common)
water/sewer)

* Linear-Foot-Based Fees (Typical for transient utilities)
» Establish rules for using publicly-owned rights-of-way

* Establishes fees in exchange for use of the public’s real estate
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PacifiCorp Franchise History PacifiCorp Franchise History

’ e M [ ° Hermiston Energy ciasene\, iy . A !
PacifiCorp Su age “Henr.y.K.’s Place”
|[@ « Umatilla Electric Co-Op SR L e ] | Subdivision

. i = d] r et -208 Homes or
| - PacifiCorp [ - . EegE AR - . 400 Duplexes

Initial Impact of 5% Fee Changes

1 ’ | )
: t ! = ‘ e O = * Current PacifiCorp Fee: $2,500/yr
25l » Proposal changes to 5% of gross revenues
i | | « Minimum $2,500/yr

“Henry K’s Place”

. N\ Subdivision

- 208 Homes or |

OSU Extension 2 400 Duplexes
Ciohe— 1 *Not Yet Built ;

@
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S Fiscal Information

HERMETON
N

* Typical Residential Customer: ~$10ho
* Henry K’s Full Build Out: ~$25K- $50K per Year

» Revenue to General Fund |
* i.e- Police, Library, Recreation, Airport, Senior Taxi, etc. Questions?

* Allcurrent customers in city limits already pay
+ Ensures equity

Where Life is Sweet”

Council Update

* Update From October 28, 2024

Hermiston Energy Services « Cost Of Service Analysis (COSA) ‘"(-"’\5\
——‘
Council Update — December 8, 2024 * Rate Adjustment Options HERMISTON
» Council Decision ™
HERMISTON
N@N

& &
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HES Cost of Service Analysis (COSA) HES Residential Rate Comparison
I
124 $126 $129 $138 $158
nermison CHEE

WS TODAY MILTON WEMTON PUl UMATILLA  COLUMBIA BASIN PACIFIC POWER OREGON PORTLAND Nnmwm

ENERGY SERVICES W T

\h/‘

* Based on 1,400 kWh per-month and 5% Franchise Fee/In-Lue of Tax Payment

™
HES Cost of Service Analysis (COSA) HES COSA Results

* HES is a not-for-profit electric utility. « Know and shared that current rate structure does collect retail rate
« Rates are set at actual cost, not profit or shareholder driven rti:‘venue based on actual costs needed to serve individual customer
' ' classes.

« Ability to collect appropriate revenue.

 Rates are stable and predictable. * In FY 2024-25, HES has $4.46m in cash reserves.
; » HES anticipat i 1.2m to offset defici ies in this budget.
* Rates are equitable among customer classes. . A:,,':,,"ji,',';’ iani,,sa;' gf,'z'?v?im HEEa 2%53;:3;%2?‘; e e
* Rates are easy to understand and feasible for HES to implement. * In 2025-28 FY HES Will Have $3.26m Available In Reserves.*
- $1.5m is 60 Days of Operating Reserve.

« To achieve this, we work with an independent third-party firm to « In FY 2025-26, HES Will Have a Projected $2.1m Revenue Deficiency.
perform a Cost-of-Service Analysis on behalf of HES customersm@n\ - $833k is BPA increases 2020-2025 Hﬁ\iﬂﬂ
-%!_ + $1.1m is Capitol Improvement Plan.
« $109k is Materials and Services.
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Key Drivers Of HES COSA

Electric Utility Material Cost Increases

Bonneville

* BPA Projected Rate Increase: 3, c- A0mINISTRATION

* Three-Year Rate Proposal
(Usually Two-Year)

* October 1, 2025
*10.8% Power
* 21% Transmission

* Plan to replace all remaining overhead copper and URD
conductors throughout Hermiston Energy Services' electric
system.

* The existing copper lines are some of the oldest on the system
and the most likely to cause outages (50+ Years Old).

* Replacing all copper conductors on the system will improve
reliability by replacing the age-weakened conductor and
upgrading the conductor's size in some locations, improving the
backfeed capacity and future need of feeders.

» It will also reduce system losses.

. Price increases reflect the past 4 years
* Transformers: Costs have doubled due to increased

demand, supply chain issues, and the need for grid
modernization to support renewable energy. Aging units
and growing electrification needs are also raising
replacement costs, with demand expected to grow
through 2050.

» Cables: Overhead and underground cable costs have
surged, seeing up to a 194% price increase. This rise is
mainly driven by material scarcity and the need for
higher-specification materials for wildfire resilience.

* Poles & Hardware: The cost of power poles and related
hardware has risen sharply, with steel and resin
shortages adding to price hikes. Since 2020, power pole
costs have gone up by 91%, straining budgets for regular
maintenance and replacement efforts.

Conductor Replacement Priority

» Qutage history over the last seven years
will be analyzed to help determine the
priority needs of replacement.

» Customers who experienced recent
outages will be prioritized in the early
phases of replacement.

» Conductor testing and heat maps will be
used to show the areas that experienced
individual outages.
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HES COSA Results

HES Rate Adjustment Options

PN
HERMISTON

ENERGY S5ERVICES

™

Individual Rate &
Customer Class
Adjustments

e
£r.

Option A: 9.93% + 9.96%

Phase ? )| y 7

%
- SIkWh Sittaer Charge
: o 1| 7 ‘ 1| P | 0 ‘

Resldential 739¢  8a3¢  B9sE - - - $21  $23  $2525 952%  9.8%
Small e

Commerdal | T3 8¢ s 150 s8as 900 $24  $2625 $28.75  10.30%  10.05%
Large ek

Eommstey 543¢  5.93¢  643¢  $7.25  $BO0  $9.00 160  $175  $190  9.48%  9.42%
Industrial 523¢  576¢  633¢  $750  $8.25  $9.25  $26750  $293  $32150 10.00%  10.50%
Imgation | 51876 6.37¢  6B7¢ - $675  $7.25  $7.75  $275  $2050  $3175  B.AS%  7.56%

Overall Rate Adjustment  9.93% 9.86%

+ Option A
* Rate Adjustment of 9.93% in March 2025, and 9.96% in March 2026.
+ Use $985k of Reserves in FY 2025-26.
+ $2.28m Remaining in Reserves.*
+ Average Residential Increase of 43¢ por-day b March 2026 + 43¢ per-day in March 2028,

» Option B
» Rate Adjustment of 7.84% in March 2025, 6.49% in March 2026, and 5.19% in October
2026 (18 Months).
+ Use $1.53m of Reserves = $1.29m in FY 2025-26, and $275k in FY 2026-27.
» $1.67m Remaining in Reserves.*

» Average Residential Increase of 33¢ per-day in WMarch 2025 + 30¢ per-day in March 2026 +
23¢ per-day in March 2026.

Option A Residential Rate Comparison

| $217 $235 S22
$126 $137 $138 §150 $158

MILTON- BENTON PUD  HES MARCH UMATILLA HES MARCH COLUMBIA  PACIFIC POWER  OREGON PORTLAND NATIONAL
FREEWATER rozs LLECTRIC 2026 BASIN AVERAGE GENERAL AVERAGE

* Based on 1,400 kWh per-month and 5% Franchise Fee/In-Lue of Tax Payment
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Residential

Small
Commaercial

Large
Commerclal

Industrial

Irrigation

Option B: 7.84% + 6.49% + 5.19%

7.39¢

7.32¢

5.43¢

5.23¢

5.87¢

$/
Now

1

7.93¢

7.89¢

5.78¢

5.61¢

6.22¢

HES Survey (November 2024)

Phase
2

8.47¢

8.43¢

6.13¢

5.96¢

6.57¢

3

8.94¢

8.92¢

6.43¢

6.26¢

6.87¢

Custones Charge
Now Now

$7.50

$2.25

$7.50

$6.75

1

$8.25

$8.00

$8.25

$7.25

Phase
2

$8.75

$8.50

$9.00

$7.50

3

$9.00

$9.00

$9.25

$7.75

$21

$24

$160

$268

$21.5

Phase
1 2 3

$23  $24.75 $25.25

$26  $27.50 $28.75

$175  $185  $190

$312,50 $312.50 $321.50

$29.50 $30.75 $31.75

Overall Rate AdJustments

%
Change*

1

71.81%

B.16%

8.36%

6.32%

7.84%

Phase
2

6.49%

6.77%

6.08%

7.15%

5.03%

6.49%

3

5.22%

5.15%

5.05%

4.33%

4.17%

5.19%

* Please rank in order of importance your priorities for HES:

1.

apoN

Cost (51.2%)
Reliability (43.9%)

Safety (34.2%)

Customer Service (36.6%)
Environmental Impact (61%)

» Hermiston Energy Services will request the City Council approve a
rate adjustment for 2025. Choosing one option, would you prefer:
1. Three Rate Adjustments over 18 Months Starting March 2025 (65.9%).
2. Two Rate Adjustments over 12 Months Starting March 2025 (22%). 2=\
3. One Rate adjustment in June 2025 (12.1%).

Option B Residential Rate Comparison

260
e $235 $254 5
$126 $129 $134 $138 $143 [ 5150 2438

MILTON BENTON PUD HES MARCH  UMATILLA  HES MARCH HES OCTOBER COLUMBIA PACIFIC OREGUN PORTLAND  NATIONAL
FREEWATER rors Lemmic 2026 2026 BASIN POWER AVERAUL GENERAL AVERAGE

* Based on 1,400 kWh per-month and 5% Franchise Fee/In-Lue of Tax Payment

HES Survey (November 2024)

* Moving forward, how would you like the Hermiston City Council to plan

for anticipated increasing costs to maintain the Hermiston Energy
Services utility?:
1. Schedule Smaller, predictable Annual Rate Adjustments To Plan For
Long-Term Needs (58.6%).
2. Adjust Rates and Use Reserve Funds as Needed To Meet Immediate
Needs (26.8%).

3. Plan Year-by-Year adjustments based on anticipated Need For The Next
Year (14.6%).
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HES Staff Recommendation HES Programs

+ Energy Audits
+» Option A Is The Preferred Option:

« Two Rate Adjustments over 12 Months: v * Heat Pump Replacement ”
« March 1, 2025 (9.93%) + March 1, 2026 (9.96%) ‘fr{\ - Weatherization Programs m M
» Starts Reducing Budget Deficit Earlier. —-‘ Wind Renl . :
« Allows More Flexibility With Reserves + Windows Replacement —
Based on BPA and Material Cost H ERMISTON i E E

Fluctuations. * Insulation Upgrades

™

» Clothes Washer Rebates

HERMISTON

2 - Water Heater Rebates . : !

T
B

—
»

Monthly

Questions i I Financial Report

December 9, 2024

v . . HERMISTON
Where Life is Sweet’ L ian T I— A € A
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Hermiston Urban Renewal Agency (HURA) General Fund

* Property Taxes are being received (~99%) * Fifth month of 24-2025 fiscal year

* North Hermiston Urban Renewal Area — ROW * Monthly Revenues are below projections (~$553,000)
negotiations have begun and projected to go out for bid * Primarily due to revenue timing (grant reimbursements,
in January 2025 etc.)

* Received 87% of budgeted property taxes
« Consistent with past three fiscal years at 92%, 82% and 87% (87%
average), respectively

e @

General Fund Utility and Street Funds

* Monthly Expenses below projections by ~$584,000 «Observations:
‘ :",'gj'g‘::"gy due to expenses not yet incurred for various HPD - Street fund revenues under projections due to timing
* Five departments are over budget when compared to °f_S_TP proceeds . .
Projected « Utility fund ~$1.46 million over projected revenues
+ City Council, Transportation, Parks, Public Safety Center and * Increase services (~100) and usage when compared to same
murt R e elark period for FY 2022, 2023 and 2024
. en compared to budget to date (5/12 or 42%) only the Parks : i
department is over budget (0.5%) due primarily to seasonal Annual CP| adjustm?nt .
activity and an unanticipated equipment repair » Other charges (Septic Tank Service)
* When compared to budget ~2.3% over expectation =
& 2
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Utility and Street Funds, cont’d Capital Projects

* Observations: * A number of projects in design
- HES ~$202k over projected expenditures « Geer/Harper Realignment- submitted to UP
* When compared to budget meeting expectation at 36% «Well #6 Chlorination — Project is complete

» Regional Water fund ~$88k under projected revenue . . 3
. Revenues meeting budgeted expectations at 43% *Well #4 Controls — Late winter bid advertisement

*Gladys/Main/Newport — Nearing Completion

H@N g@
& &

Capital Projects Capital Projects

»Hangar Replacement — Hangar Plans submitted for +EOTEC Barns - Completed
Permit review

. Libraré/ — Demolition Mostly Completed; Framing *The Arc — Concrete Completed
starte

*Public Safety Center

*Phase | - Completion Near

LR +Phase Il - Starting mid-December LR,
*IT Build-out — Completed S A4

* Harkenrider — Punch List ltems
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N\ 4
Discussion

Questions?

Where Life is Sweet”
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