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COMMISSIONER LITTLEFIELD:   All written protests or 1 

 objections concerning final assessment in this LUD should 2 

 have been filed by noon today at this office as required 3 

 by law.  No protests were filed.  4 

MR. SHAFF:  Welcome and thank you for attending 5 

this hearing.  This is the final assessment hearing for the  6 

 Mann Road Local Utility District number 31.  My name is 7 

 Chris Shaff and I’m the planning engineer for the district. 8 

 There is a sign-up sheet in the back and if you could sign 9 

 it, that would be very helpful, thank you.  The district’s 10 

 mission – the mission of Skagit’s PUD is to provide  11 

 quality, safe, reliable and affordable utility service for 12 

 our customers in an environmentally responsible and  13 

 collaborative manner.  This project does just that, it 14 

 provides reliable, safer water as well as conserves the  15 

 resource.  Again my name is Chris and I’m going to give you 16 

 kind of a history and background of the project.  Jim Dodge 17 

 is here with Valbridge & Associates and he will speak about 18 

 the special benefits study and Mark Handzlik is going to  19 

 step in for Sally and talk about the financing.   20 

  Location, this is located down in the southern part of 21 

 the county near Conway, it’s just west of Conway, south of 22 

 Fir Island Road and kind of sits on the West Bank of the  23 

 Skagit River. 24 

  Background.  It’s a private system built in the early 25 
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 sixties, mostly out of two-inch plastic and it is 1 

 basically – behind the houses and the farm field.  There  2 

were significant discrepancies noticed between the master 3 

meter and the customer meters in the late summer of 2014 and 4 

this is significant because we had a lot of water 5 

disappearing and we have to report to DOH our distribution 6 

system leakage.  We had two informal public meetings with the 7 

customers on Mann Road to present ideas and come up with 8 

solutions to the problem and they were held in October and 9 

December of 2014.  The owners petitioned the district for an 10 

LUD on December 23rd and I think we had over eighty percent 11 

pass signatures and in February of 2015 we had a preliminary 12 

meeting for the LUD and then in July of 2015 the commission 13 

passed a resolution to form an LUD.    14 

This is the boundary and it encompasses 29 parcels but 15 

only thirteen of those parcels received an assessment.  The 16 

improvements, we put in two thousand, three hundred (2,300) 17 

lineal feet of eight (8) inch HDPE as well as two fire 18 

hydrants to allow for fire flow. 19 

  Project costs.  We did a special benefit’s study for the 20 

 assessments out there for nineteen thousand and Valbridge And 21 

 Associates did that.   22 

  Survey and design was done by Semrau Engineering,  23 

 surveying for approximately twenty-six thousand. (26,000) 24 

  Construction was done by Trico and inspection was  25 
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 done by MWH Global I believe for approximately one hundred 1 

 and seventy-five (175,000) thousand. 2 

  There was an existing archeological site out there so 3 

 we had to hire Equinox to do some monitoring and that was 4 

 about twenty-two thousand (22,000). 5 

  And then all the costs incurred by the district was 6 

 about twenty-nine thousand (29,000) and you can see it came 7 

 out to two hundred and sixty-nine thousand, seven hundred 8 

 and ninety-six dollars. ($269,796). And that was below the 9 

 budget by about I want to say seventy thousand dollars. 10 

 ($70,000)  11 

  At this time I’m going to turn it over to Jim Dodge 12 

 and he will speak about the special benefit study and when 13 

 Jim is done Mark will speak about the financing. 14 

   MR. DODGE:  Thanks, Chris  My name is Jim Dodge 15 

 and I’m an appraiser with Valbridge Macaulay And Associates 16 

 out of Everett.  I did both a preliminary and a final 17 

 special benefits study.  The preliminary was done before  18 

 the formation of the LUD to determine whether it was  19 

 feasible or not and the final was done after construction 20 

 was completed to estimate the actual, final assessment for 21 

 each property in the LUD boundary area.  I have been 22 

 appraising for about 37 years.  The last 28 years I have  23 

 conducted a number of special benefit studies both for  24 

 local utility districts and LID, which involves other 25 
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 types of benefits.   1 

The main purpose of the special benefit is to define a 2 

specific measurable increase in value to a property due to 3 

the public improvement project.  The current market value 4 

based on highest and best use is without and with an 5 

improvement project.  This provides the difference in the 6 

special benefit for each property.   7 

The assessment according to Washington State Statutes – 8 

there is two things right here; the assessment cannot exceed 9 

the special benefit for each parcel and the second is that 10 

the assessment and special benefit must be proportionate for 11 

all parcels in the project. 12 

What essentially that gets down to is, first of all,  13 

 the costs of the project cannot exceed the special benefit. 14 

As far as being proportionate, that is based on the 15 

ratio between the cost and the special benefit.  That ratio  16 

 generally has to be something less than one. (1).  If you are 17 

 close to one, essentially the benefit equals the cost and it 18 

 is usually not very feasible.  In this case the ratio for 19 

 this project is approximately thirty-eight percent (38%), 20 

 which is a very good benefit ratio.  So, in other words, for 21 

 each one dollar of benefit there is thirty-eight cents in 22 

 cost.  The conclusions of the final study, the value without 23 

 the LUD was approximately two and a half million dollars. 24 

 The value with the LUD in place was approximately three 25 
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 million, three hundred thousand and the total benefit was 1 

 seven hundred and three thousand dollars ($703,000) with a 2 

 project cost of a little under two hundred and seventy 3 

 thousand and the simple math to determine the ratio which was 4 

 thirty-eight percent. (38%).   5 

  That thirty-eight percent was then used and multiplied  6 

 by the benefit for each individual parcel to arrive at a 7 

 property assessment and that, again, is part of the ability 8 

 to maintain proportionality, which is a state statute  9 

 requirement.  This is kind of a unique LUD from the  10 

 standpoint that with most benefit studies there is a large 11 

 variety for change and differences between the individual 12 

 properties and in this case there was very little difference. 13 

 The biggest difference was the difference between waterfront 14 

 and non-waterfront and there is one parcel out there that  15 

 was essentially a large ag. residential property and that is 16 

 the reason for the similarity between a lot of the 17 

 properties. 18 

  That concludes my presentation.  19 

   MR. HANDZLIK:  Do you have any questions -- well,  20 

 we’re going to take questions at the end of this as well. 21 

 So I’m going to talk about the financing and just touch on 22 

 payments and the schedule from here out, how we bill for 23 

 this and just some LUD attributes and miscellaneous items. 24 

  So there are basically three types of properties in  25 
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 this LUD, those that have frontage on the water and those  1 

 who do not and then there is this large agricultural  2 

 parcel that sat all by itself.  The parcels that were not 3 

 on the water, basically they received a benefit of 4 

 fifty thousand dollars ($50,000) to each parcel.  If you  5 

 were on the water the project benefited the property by 6 

 sixty thousand dollars. ($60,000).  And then, as Jim 7 

 mentioned, you multiply that times the ratio and you get  8 

your property assessment.  Now that property assessment is 9 

the entire capital cost for that portion of the work per 10 

assessment or per parcel.   11 

 The proposed interest rate is three and a half percent 12 

(3-1/2) and we’re not going out for bonds on this one, at 13 

 least we haven’t proposed to do that.  So we don’t have a 14 

 bond percentage to compare to but we did do an  15 

 investigation to see what the market rate of return would 16 

 be on a twenty-year investment if it ranged between two point 17 

 six percent (2.6%) and two point eight percent (2.8%) and 18 

 then we added a nine-tenths percent (9/10) administrative  19 

 fee and if you have any questions about what those dollar  20 

 amounts are I can go over that at the end. 21 

  The proposed term is twenty (20) years, which is very 22 

 typical of an LUD.   So this slide here shows basically what 23 

 the annual payments would be if the assessed property 24 

 financed the project over the full twenty-year term. 25 
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 So, I will get into this later but the payment structure 1 

 is what the individual property owner chooses, it’s up 2 

 to them, but at a minimum the annual payments need to be 3 

 made.  So, those are the minimum annual payments for twenty 4 

 years. 5 

  So from here on we have our public hearing today 6 

 and we would like to put a resolution before the commission 7 

 at the next meeting on November 8th and then we would like 8 

 to publish a notice of collection on November 14th and 21st 9 

 so that we could publish that for two weeks in the county 10 

 paper of record.   And then we would also mail the notices 11 

 on November 14th. 12 

  Skipping down to the last line there, the first payment 13 

 isn’t due until thirty days after one year and thirty days 14 

 after the first notice is published.  So it’s one year and 15 

 30 days after November 14th, that is when the first annual 16 

installment of one thousand six hundred dollars ($1,600) 17 

needs to be installed.   18 

 If the assessed property owner wants to make an early 19 

payment without any interest, they can do that up until 20 

thirty days (30) following the first notice and then you 21 

 can do any sort of combination in between there.   22 

So you can pay the full assessment within thirty days 23 

after the published notice.  Another option would be to pay a 24 

 portion of that assessed fee without interest and then 25 
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 spread the rest over the life of the term, twenty years. 1 

  The other option is just to do the annual installment 2 

 every year. 3 

  I think I have spoken about this but the first annual 4 

 payment is due one year from the date of the treasurer’s 5 

 collection notice – it’s actually one year and thirty days. 6 

 And so the way we send out notice on that, we will mail a 7 

 notice out to the property owner of record forty-five (45) 8 

 days prior to the due date of that annual installment. 9 

 So the property owner has thirty days to pay the installment. 10 

 If the payment isn’t made there will be a late penalty fee 11 

 of twelve percent (12%) and the regular interest rate 12 

 continues to accrue as well at three and a half (3-1/2) 13 

 percent.  14 

  After the assessment is paid off – if it’s paid off 15 

 early, great.  If it’s paid off on that last twenty years, 16 

 great.  Whenever that last payment is made we release the 17 

 lien from the property.   18 

  Just some legal stuff, the district does not 19 

 subordinate lien position, so if an assessed owner misses  20 

 two installments the district may proceed with foreclosure 21 

 at the end of the year. 22 

  The district does not require the assessment to be paid 23 

 in full but if you sell your property the lien will transfer 24 

 with the property. 25 
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  So the distinction between the two bills; the water 1 

 bills are mailed every two months.  The LUD is one bill  2 

 once a year, one statement once a year and it comes in a  3 

 separate envelope.  So people need to make sure they have 4 

 two statements.  Don’t throw it away. 5 

  So we really haven’t had any formal protests – well,  6 

 we haven’t had any formal protests and that’s the end of 7 

 my presentation.  I don’t know if you guys have questions? 8 

 I just want to thank – Chris mentioned that this project 9 

 came in way under budget, way under our original estimates 10 

 and we’re pretty happy about that.  Chris did a really good 11 

 job organizing this project and it ran very smoothly.   12 

  Are there any questions? 13 

   MR. HART:  I just have one question.  I’m Bill 14 

 Hart from Seattle and I have two cabins across from John 15 

Wolden’s property and I remember at the meeting in 2014 there 16 

was a big controversy as to why the assessments were 17 

different because we had waterfront property and it was 18 

proposed at that time – not officially but at a throw of 19 

hands that the cost of the waterline be divided equally among 20 

the people that had participated or were being connected to 21 

 it.  My theory is that we’re all connected to the same line 22 

 and so we’re all equal as far as – we’re all using the same 23 

 line, our properties were worth the same amount before the 24 

 waterline and so we’re hooked up the same waterline and  25 
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 our property really shouldn’t change in value because we 1 

have waterfront or because they don’t have waterfront.  I 2 

realize you did the assessment but it doesn’t make sense to 3 

me. 4 

   MR. DODGE:  Well, the primary reason behind that 5 

 is the fact that typically waterfront is much more valuable  6 

 than non-waterfront and that was, essentially, where the 7 

 difference came from.  They looked at sales throughout  8 

 Skagit County, up the Skagit River, up to, actually, the 9 

 Sauk River and all the waterfront properties were selling 10 

 for more, with everything else being similar except where 11 

 there is waterfront or non-waterfront, the waterfront sold 12 

 for more than non-waterfront and that’s the reason for the 13 

 difference in the benefit.  The value difference also is 14 

 reflected in whether these properties have water or not. 15 

 Many of them did not have water and a lot of them did have 16 

 water and using that basis there was still an additional 17 

 incremental benefit to the ones with waterfront.  And that 18 

 is basically what the market data showed me and that is why 19 

 I had to go that way. 20 

   MR. HART:  Basically, we can’t do anything with 21 

 our property on that side of the river.  Some of them don’t 22 

 even have water. 23 

   MR. DODGE:  I understand that and a lot of the 24 

 properties I looked at are very similar in the fact that 25 
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 you can’t do anything – except in a lot of cases all they 1 

 could do is basically park a – you can’t build or  2 

 construct anything there but you could essentially build 3 

 a pad site for a recreational vehicle and that is what  4 

 a lot of the sales I looked at were doing is building just 5 

 a pad site and they camp there, bring in a trailer for the 6 

 summer or something like that and those were a lot of the 7 

 sales that I looked at, they were doing that exact same 8 

 thing.  They couldn’t do anything additional with their 9 

 property either. 10 

   MR. HART:  I just wanted to know.  I still don’t 11 

 quite agree with that. 12 

   COMMISSIONER ROBERTSON:  Mr. Hart, are you  13 

finished? 14 

   MR. HART:  I’m done. 15 

   COMMISSIONER LITTLEFIELD:  Any other questions 16 

 on what is involved here?  As I stated earlier, there were 17 

 no formal protests filed and at this time I would like to 18 

 have a motion to close this hearing. 19 

   COMMISSIONER ROBERTSON:  So moved. 20 

   COMMISSIONER LITTLEFIELD:  All in favor of closing 21 

 this hearing? 22 

         (Ayes were unanimous) 23 

   COMMISSIONER LITTLEFIED:   Thank you.  This  24 

 hearing is closed and we will go back to our regular  25 
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 meeting and we will finish up what we have in the regular 1 

 order of business. 2 

        (ADJOURNED 5:25 PM) 3 

 4 

 5 

 6 

 7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 



 
ALLEN R. EMERSON, CCR 

ALLEN R. EMERSON & ASSOCIATES 360.421.1867 
 

                          16 
 

STATE OF WASHINGTON                                                                                                                                 1 

                                    C E R T I F I C A T E          2 

  COUNTY OF SKAGIT___     3 

  4 

I, ALLEN R. EMERSON,  A certified court reporter with 5 

the State of Washington and Notary Public do hereby certify:  6 

That the annexed and foregoing public hearing before the 7 

PUD Commissioners for Skagit County on October 25, 2016 was 8 

taken stenographically before me and reduced to typewritten 9 

form under my direction; 10 

I further certify that I am not a relative or attorney 11 

or counsel of any of the parties to said action or a relative 12 

or employee of such attorney or counsel and that I am not 13 

financially interested in the said action or the outcome 14 

thereof; 15 

I further certify that the transcript of said hearing, 16 

as transcribed, is a full, true and correct transcript of  17 

the proceedings including questions and answers and all 18 

objections, motions and exceptions that were made during this 19 

public hearing,  20 

 I further certify that the original record of this 21 

Hearing was filed with Kim Carpenter, Executive Secretary for 22 

the Board of Commissioners for Public Utility District NO. 1 23 

for Skagit County with a corresponding copy provided to the 24 

attorney for PUD #1, Peter Gilbert. 25 
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