Port of Hood River
FY 16/17 Spring Planning Work Session
March 21, 2017
12:00 p.m.
Commission Conference Room
1000 E. Port Marina Drive

AGENDA
1) Welcome & Introductions (Brian Shortt, Commission President)

(5 min.)

2) Discussion Summary (Michael McElwee, Executive Director)

(10 min.)

3) Financial Overview (Fred Kowell, Chief Financial Officer)

(30 min.)

Identification of key financial and project issues

Review Port financial policies and current financial condition

4) Financial Planning Model

Review staff budget assumptions, discuss key project areas, and review draft 10-year
financial model updated with FY 17/18 budget assumptions.

A.

Model Preparation Assumptions (Kowell)

B. Key Issues (Staff)

The following issues will have a significant impact on the FY 17/18 budget. Staff will
provide an overview of each issue with further discussion in conjunction with Commission
review of the 10-Yr. Model.

1.
2.
3.
4.
5.
6.
7.

(15 min.)
(30 min.)

Near-term Bridge Repair Needs
Bridge Replacement Efforts
Tolling Technology & Toll Rate Options
Real Estate Development Priorities
Existing Portfolio Status & Performance
Staffing Levels
Strategic Planning

C. Review 10-Yr. Financial Model (All)

5) Other

Adjourn Work Session and Open Regular Session

(90 min.)
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To:

Commissioners

From:

Michael McElwee

Date:

March 21, 2017

Re:

2017 Spring Planning Meeting Discussion Summary

The 2017 Spring Planning Meeting is the first step in preparation of the Port’s annual budget.
It is an opportunity for the Commission to have a focused discussion and give staff specific
direction about key operational and project matters that will affect the FY18 budget. The
agenda is summarized as follows:
Financial Overview
This section provides a reminder of public agency budget law, the Port’s key financial policies
and its current financial condition relative to assumptions in the current fiscal year budget.
Financial Planning Model
The primary tool for discussion will be the draft, 10-year Financial Model (“Model”). The
Model has been updated with FY 16 actuals, FY17 projections and new project and operating
assumptions for FY18. It provides a tool for Commission discussion that will inform staff
preparation of the FY18 Proposed Budget for the Budget Committee meeting in April.
General Assumptions
The Model is a complex spreadsheet that incorporates many hundreds of standardized
formula and staff assumptions about projects and operations. Staff will review the primary
assumptions made for Commisison consideration.
Key Issues
For the 2017 Spring Planning meeting, several key issues are highlighted for specific
discussion. Most of these issues are well known to the Commisison, but the focused
discussion will provide greater opportunity for clear direction in the context of FY 18 budget
preparation.
Draft Financial Model
The Draft 10-Year Financial Model provides a vehicle for evaluation of the many detailed
budget issues, assumptions and trends that will both affect FY18 budget preparation and
future year resources and expenses. This year, staff has prepared a series of staff notes to
help individual Commissioner consideration and Commission discussion at the meeting.
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Commission Memo
Prepared by:
Date:
Re:

Fred Kowell
March 21, 2017
Financial Policies and Assumptions

Overview: There are a couple of key financial policies that the Board has approved that drive
the level of capital improvements that we incur from year to year and also determines the
magnitude of debt that we issue. It also keeps expense growth in check while looking at when
revenue generation needs to occur. The following are the three key financial policies that are
integral to the 10-year financial model.
• Reserves – We have a formal policy that strives to keep our reserves to a level of 10%
of the depreciable assets of the Port. By having this policy we will have enough
liquidity in difficult times to handle emergencies and the flexibility for policymakers
when an opportunity does present itself. It also provides a reserve to either replace
or improve our existing capital assets. I would like to add two significant points to this
rule. In most cases the bond market will require an entity that issues debt to hold in
reserve an amount equal to the annual debt service, plus additional reserves to show
that prudent financial policies have been implemented. By having a 10% rule, the
Port is able to factor the debt service reserve as part of the calculation but allows the
Port to issue debt at a lower risk than an entity which does not have proven reserves.
By having adequate reserves, the bond issuer is provided a higher debt rating and as
such can establish a lower cost of capital. Today, if something were to occur, the Port
has over a year’s worth of reserves to use towards operations and capital projects
within its budget.
• Debt Coverage Ratio – A debt coverage ratio is the ratio of net operating cash flow
divided by the amount of debt service an entity can incur or obtain. Maintaining a
ratio of 2.0 provides a bookend to the Port in holding down operating expenses in
line with the revenues it generates. This also allows an organization to go to the
bond market and obtain favorable financing because the Port has been financially
prudent. This key financial policy will keep an organization from growing beyond its
means with respect to its cost structure (ie. Personnel, materials and services) and
the revenues it can generate from its assets.
• Return of Investment – The Port uses a term called “Cash on Cash Return before Debt
Service and Capital Outlay”. This ratio looks at revenues less operating costs
(excludes depreciation) to come up with net cash operating income. Net operating
income is then divided by the asset (investment) value. This ratio reflects the return
on an asset or group of assets and provides a gauge for policymakers in moving
forward with an acquisition or capital improvement. The Port hovers between 3.2%
to 4% on its Cash on Cash Return before Debt Service and Capital Outlay.
Key Assumptions: Several key assumptions were included in the forecast as follows:

• I have lowered the CPI index due to the lower inflationary impacts that we are
experiencing in the last few years. In the previous forecasts the CPI was 2.5% which
has been moved down to 2.12% to fall in line with other municipal models.
• The increase in the PERS rates due to the unfunded liability has been taken into
consideration starting in FY 2017-18.
• The Walker Macy waterfront plan numbers for Lot 1 are included in the forecast
beginning in FY 2020.
• A new building on the Maritime property and to the east is built in two phases starting
in 2020. This is debt financed and the operating revenues is projected after
completion.
• With regard to the bridge and with consultation with HDR, we have included the
replacement of the wire ropes to the bridge starting in FY 2017-18 through FY 201819. Our last payment from the 2003/2013 Revenue bonds occurs December 2018.
In the forecast, we issue $9 million of revenue bonds for the bridge which will (as of
now) address painting of the lift span and flanking spans, lift span tower
improvements, wire ropes, and Gusset and Trunnion enhancements and possible
tolling system changes.
• Staffing has stayed about the same throughout the model.
• The tolls have an increase to $1.25 for the Cash paying customer starting January
2017. The ETC customer remains at $0.80. The cash paying customers are
predominantly out of the area and will most likely represent 35% of the bridge traffic.
The increase is in response to the capital improvements that have been made over
the last several years as well as those anticipated and through 2018. The bridge’s
capital improvements for 2016, 2017 and 2018 are $707,400, $819,500 and
$509,500, respectively. This level of bridge work is significant and will call on our
reserves and toll increases to pay for it.
Approach:
• There will be discussion at the Spring Planning session of raising tolls to pay for an EIS
submission to DOT. The minimum grant is $5 million but has a 40% match which will require
about $3.2 million in local match. To meet this match the ETC portion of the toll rate would
need to be raised. If the ETC toll is raised from $0.80 to $1.00 it will bring in about $550,000
after taking into account our non-revenue activity.
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Financial Model Staff Notes
Issues and Assumptions
The following staff notes provide additional detail about the conditions and assumptions
associated with preparation of the 2017 10-Year financial model for Commission consideration.
MANAGEMENT/ADMINISTRATION
• Smaller construction projects continue to be carried out by Facilities staff— this
approach continues to save on capital costs but has increased staffing demands.
• Recent staff retirements have meant a re-shuffling of front office job responsibilities. A
key consideration is whether additional staff capacity is needed for front counter and
administrative functions.
• A significant number of current and near-term projects have stretched staff capacity—
outsourced project management should be considered.
• There is a need to add floor area to the Port office. Various options are being identified,
each with each with different benefits and cost impacts.
• Tenant expectations about maintenance of leased properties and public expectations
about maintenance of public spaces are now generally higher. This places additional
pressure on staff capacity and may mean additional outsourcing of maintenance
functions.
• Various real estate and construction projects at the Airport will also require significant
staff time and effort over the next 2-3 years.
• Employee compensation considerations:
o
Healthcare cost is anticipated to be around a 5% increase.
o
Our PERS rates will increase 28% from this year to pay for the unfunded
liability existing in the PERS pension fund due primarily to Tier 1
recipients.
o
The Port will move forward with a salary/position study to determine
whether our classifications are within reason for a Port our size and
within the Columbia Gorge area
o
Maintenance is increasing by 1 position through reduction of seasonal
maintenance funding. This will allow for year-round coverage and
enhancements that were usually delayed until the summer months and
at times needed to be mitigated with higher skill labor.
ASSET AREAS
Commercial/Industrial Properties
• Consideration should be given to a NNN lease structure that requires reimbursement of
maintenance, insurance and all utilities. Our current lease model cannot keep up with
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these costs and we have no mechanism to pass through maintenance items. A change
would require new software and a change in current billing practices.
Overall occupancy rate is 96%. Most lease payments are current.
Big 7 remains the Port building with the most challenges:
o Longstanding vacancies that have been difficult to lease.
o The need for a roof analysis that could point to a major replacement project in
the next year.
Increasing lease revenue remains a long-term Port objective. The FY18 budget assumes
planning and engineering of the next Port building is at the Lower Mill.
The 5-year paving plan is near complete. Costs in this area will decrease dramatically as
we move into maintenance mode.
Conceptual planning for development of the Maritime site has been carried in the
budget for several years but not initiated due to other priorities. This should be initiated
in FY18 so that there is a more specific plan for development of that property for future
budgeting.
Key considerations for the Lower Mill include:
o Completion of site development projects will continue to take significant staff
time. The off-site water project, wetland mitigation and dirt pile move are timeintensive projects that require public bids. Engineering has been contracted
already for all but the off-site water project.
o As lots go up for sale, more staff time will be dedicated to negotiations.
o Planning for a Port-owned building on the northernmost lot will likely need to
begin towards the middle of 2018.

Bridge
• Financing near/medium-term projects need to be considered vis-à-vis expenditures to
accelerate progress on bridge replacement effort.
• The final payment on current revenue bonds will occur in late 2018. New revenue
bonds will need to be sold, but the amount will be determined by bridge replacement
progress and utilization of debt capacity.
• New tolling technology to be installed in 2017 will enable enhanced tolling capabilities.
The most immediate benefit is on-line, real-time customer account management.
Potential future capabilities include license plate recognition and weigh-in-motion but at
significant cost.
• Going forward, many of the bridge projects are larger in magnitude and expense. Such
projects include painting and seismic upgrades which will be very challenging to finance
and their real benefit debatable.
• Toll revenue is the key to the timing of future bridge repair and/or replacement projects
based on debt capacity decisions and long-term capital project assumptions. The
Commission will need to decide upon a toll increase scenario for the FY18 budget.
• Key considerations regarding toll rates include the following:
o Since trucks are incurring more damage to our bridge, the forecast depicts
per axle rate increases for trucks that more than double their current rates.
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Trucks currently make up 3% of our traffic and 8% of our revenues, however,
annual costs to repair damage caused by heavy trucks are more than the tolls
that they bring in.
o Over the next five years the existing bridge will incur over $12.6 million in
capital improvements with a bond issuance of over $10.7 million in 2019.
Our current rate structure allows for a $8 million debt capacity such that the
additional debt capacity along with the additional capital improvements to
the existing bridge will require the doubling of truck rates and an increase of
the BreezeBy rate for vehicle traffic between $0.85-$0.90. If the
replacement bridge efforts are successful, an additional $0.25 to the $1.00
cash toll will be required in the first year.
Recreation Sites
• The visioning process initiated several years ago provided a “roadmap” of potential site
enhancements. Many of these projects have been carried out in the last several years
at significant staff time and expense.
• Staff does recommend some additional work should be considered in FY18 including:
o Wayfinding and Interpretive Signage
o Beach restoration at the Event Site
o Increased dock capacity and non-motorized boating enhancements at Nichols
Basin
• The parking plan that was introduced this year has been delayed due to further City
deliberations. Consideration needs to be given to implementation in FY18. It may be
possible to partially implement the plan on a few Port sites this fiscal year but that is
less likely, primarily due to enforcement challenges.
• The significant operating deficit for the maintenance of Port recreation sites remains
and is increasing due to the addition of the Nichols Basin West Edge Park. The only real
means of off-setting the annual loss is toll revenue, and the maintenance assessment on
recent Port building sites which will commence on about a year.
• Consideration should be given to re-locating the vehicular entrance to the Event Site.
Marina
• A solution to the GFCI issue is the highest priority this spring. It is unclear whether
additional expenses will be incurred in FY18 to fully resolve the problem.
• The Port should consider working with OSMB and an engineer to prepare a plan for
replacement of the Visitor Dock—this would allow for a grant application in FY19.
• Consideration is being given to seeking a programmatic general permit for future
projects in the Marina; however, it is not yet certain whether the USCOE would allow
this approach.
Airport
• Efforts to negotiate and finalize the real estate agreements with TacAero on both the
north and south sides continue, as does coordination with granting agencies, FAA and
ODOT.
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Working with the FAA regarding wetland mitigation and the environmental assessment
will be a significant priority this year.
The need to secure off-airport property for wetland mitigation adds real uncertainty
and potentially significant cost to the Connect VI project.
The potential to leverage Windmaster Urban Renewal funds could help fill the local
match for the Connect VI project; however, it is uncertain whether it will be approved.
Construction on the South Taxiway this summer and the north ramp in 2019 will require
significant coordination.
Building a T-hangar row should considered for 2019/20.
The south-side lease and development project would eliminate the need for monthly
payment for FBO services, about $18,000 per year, and increase lease income by $9,700
per year.
The business goal of the Airport is to ensure that it is self-sustaining on an operating
basis. This goal has not yet been achieved but is close.

POLICY/STRATEGY AREAS
•
•
•

•

Thorn Run Contract— it is uncertain what level of state representation will be needed in
FY18. Much will depend upon progress made on bridge replacement this year.
Depending on outcomes in Oregon legislative session, the Port may need to be ready to
implement a similar effort in Washington next year.
The Community Support Initiative (CSI) has not yet been completely fleshed out as a
program, partly because of statutory limitations on Port activities. Line item funds have
been utilized to retain paid internships. This has proven beneficial to the Port and can
be a core component of the CSI as ORS 777 has limitations on what activities the Port
can engage in.
The OneGorge Advocacy group continues to grow and continued financial support is
recommended. Greater collaboration among participants for the group’s event planning
and administration is happening, but should be encouraged further to reduce staff time
and cost.
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