
MINUTES OF THE HOLBROOK CITY COUNCIL WORK SESSION


HELD ON MAY 10, 2005
CALL TO ORDER:  

Mayor Smithson called the meeting to order at 6:08 p.m.   

ROLL CALL:

Mayor Bryan Smithson, Councilmembers Mary Bradley, Cynthia Stuart, Spike Simmons, Mike DeWitt and Vince Budenholzer.

CITY STAFF:  

City Manager David Newlin, Finance Director Amber Hill, City Engineer Mark Woodson, Public Works Director Ron Eisele and City Clerk Cher Millage.

(Item #1-UTILITY RATE REVIEW) 

Finance Director Hill responded to questions asked at an earlier meeting.  1.  What is difference between overall deficits, recent proposal and the proposal withdrawn last July-$65,000.00.  Councilmember Stuart asked if the grant for the over-the-hill line is received from EDA how will it be reflected in this proposal?  Finance Director Hill responded that the original proposal included a funding stream with would match the grant; this has been removed from the current proposal so if the grant is received alternated funding will need to be found.  Finance Director Hill stated that the $80,000 .00 per year was taken out of the proposal and this $80,000.00 would have been covered by the rate payers which means that another funding source needs to be identified.  Finance Director Hill stated that there are options such as renewing a G.O. bond after they expire, lodger’s tax could be expanded to include taxing restaurants and bars or increase the percentage of tax and there is the possibility of the bottled water enterprise.  Councilmember Stuart asked if there is not a matching grant and the City is funding the project would the project still be a go?  Finance Director Hill responded that this project is not completely paid for in the budget and the amount that was included in the proposal was only the grant match.  Manager Newlin stated that this was why it was so important that he and the Grants Writer/Administrator go to Washington to pursue grant funding and to get the proposal in front of the agency that succeeds the EDA.  Manager Newlin explained that the project would probably be delayed by at least twelve months.  Finance Director Hill answered the next question, what is the break-even point for each utility?  Finance Director Hill responded with this is the net revenue requirement line.  Mayor Smithson asked Finance Director Hill to explain the annual deficit of $357,000.00.  Finance Director Hill explained that the difference is due to if everything that is planned to fund we would be $357,000.00 in the hole that is why this additional funding is needed to complete the Capital Improvement Plan.  Councilmember DeWitt asked if the water department made $200,000.00 and Finance Director Hill stated the including capital “no” saying that the O&M, Debt service and capital needs to be deducted from the revenue. Finance Director Hill answered the next question, how much water do we sell annually, Finance Director Hill stated that is amounts to about 300,000-330,000 units per year.  Councilmember DeWitt asked if a per unit cost to produce water was available?  Finance Director Hill stated that she could provide this figure for Council.  Next question addressed, if a ten-cent increase how much revenue would this amount to?  Finance Director Hill stated between $30,000.00-35,000.00.  Listing of projects to be completed by next fiscal year, Finance Director Hill stated that the Master Plans are prioritized by need and the Capital Plan is revised annually including projects that were not completed.  Finance Director Hill reminded Council that every time a project that wasn’t included in the plan is completed it bumps another project on the priority list.  Councilmember DeWitt asked if this was true of any project such as the Library.  Finance Director Hill stated that the Library would have no affect on the revenue or expense in the utilities.  Manager Newlin stated that as a general rule the General Fund which consists of tax revenues and State shared revenues subsidizes either the O&M or the Capital projects for the Enterprise Fund.  Councilmember DeWitt stated that if we take away from the General Fund to add things that are not in the budget you have to take it from somewhere or create red ink and we’ve already created enough of that.  Finance Director Hill pointed out that if the items are not funded.  Councilmember Stuart stated that she feels the plan keeps us on track because there is now control over which projects are or are not funded.  Finance Director Hill responded to the addition of the CPI to the annual adjustments, that is a great idea and is no problem and it can be used to adjust every year.  Councilmember DeWitt commented that the proposal is not enough to do what we want to do.  Finance Director Hill responded “fully”.  Councilmember DeWitt stated that there was a shortfall of about $150,000.00 and given that a lot of our projects run over budget this could amount to $225,000.00 in shortfall and history tells him we miss the mark more than we hit it and this concerns him.  Councilmember Bradley stated that she felt we had better planning now with all the plans working together and hopefully this will save on the money.  Manager Newlin stated that Councilmember DeWitt has an excellent point but we need to divide this into things we can control and things we cannot, for example if we go out to bid on a project with an Engineer’s estimate and there has been a period of time since the estimate inflation cannot be controlled.  Manager Newlin stated that we could control administration of the projects better.  Manager Newlin stated that he feels the job order-contracting concept is one way to experiment on a small basis to see if we can keep our management and costs under control.  Manager Newlin stated that code can be changed to be worded “the lowest responsible bid” to cover this and allow for the contractors who will come in on time and under budget with a project that may have a higher bid than a contractor who cannot do this.  Mayor Smithson stated that usually when a project goes over budget it is due to change orders and we have had quite a few.  Councilmember Bradley stated in the past we have had mistakes and learned from them and she feels we are finally planning better.  Finance Director Hill stated that there are other items included in the proposal such as increasing the deposit with some changes in the delinquency processing, as the $75.00 deposit is not covering those who skip on their bills.  Finance Director Hill stated that the deposit is refunded or credited to the account after 1 year of good credit with the City.  Councilmember Stuart asked if the deposit was the same for a residential account and a Commercial account as was told it is not.  A Commercial account is 2 ½ times the highest utility bill for that business.  Finance Director Hill is also suggesting that a late fee be imposed to serve as a motivator for on-time payments. Councilmember DeWitt asked if this meant that anyone who hasn’t paid their bill by the 15th would be assessed the late fee?  Finance Director Hill stated that give the new delinquency policy the late fee would be assessed on the 26th of the month as the bill becomes delinquent on the 25th.  Manager Newlin stated that a late fee would help to recover the additional cost of preparing late notices, which all ratepayers are covering now.  Finance Director Hill also stated that the non-sufficient funds fee for bad checks should be increased to be the same as the County fee.  Finance Director Hill stated that the proposal also changes the winter average from a 4-month period to 3 months.  Finance Director Hill stated that the current proposal also phases out summer rates over a 3-year period.  Finance Director Hill stated that no matter what was decided by Council on how to get to the $357,000.00 is would be a political (policy) choice.    Councilmember DeWitt stated that by getting rid of summer water rates it was an anti-beautification deal.  Finance Director Hill stated that what was heard loud and clear during the citizen’s hearings was the increase needs to be instituted incrementally.  Finance Director Hill stated that these increase need to be reviewed annually.  Councilmember DeWitt suggested this be done during the budget process.  Finance Director Hill stated that in the past proposal there was a subsidy of Commercial by Residential and a subsidy of wastewater by water and this three-year proposal eliminates both of these. Finance Director Hill went over the proposed increases: Scenario A-increase all at once and Scenario B-partial funding over a three-year period. 

Finance Director Hill stated that the three-year proposal increases the water base rate by $3.50 and the water .10 per unit in the winter and .20 per unit in the summer months. Mayor Smithson calculated that this proposal would raise about $110,000.00 in fees.  Finance Director Hill said that in her calculations she estimates $150,000.00 in revenue increases and Staff is recommending this three-year proposal.  Finance Director Hill reported that in this proposal the base sewer goes from $8.50 to $12.00.  Finance Director Hill stated that she felt these increases were more palatable than originally presented increases.  Councilmember DeWitt stated that he had read the current base rates for Maricopa County in the Arizona Republic and we are currently higher than they are.  Finance Director Hill stated that we have tremendous need and very scarce resources compared to Maricopa County’ resources.  Manager Newlin informed Council that many communities who have high sales tax revenues per capita subsidize their water and wastewater plants with these taxes.  Mayor Smithson stated that Council has been informed that there are a lot of 4 inch water lines which need to be replaced with larger lines and there are old clay tile sewer lines which need to be replace and the Council understands that there is a lot of work that needs to be done and a happy medium needs to be found.  Councilmember Bradley said we need to be pro-active in maintenance instead of having crisis management.  Mayor Smithson said there are a lot of people who want water from the Coconino Aquifer and the City is involved in the adjudication issue in which the Attorney fees will be increasing when litigation begins.  Mayor Smithson stated that money needs to be found to place into a special account to cover the Attorney’s fees for this litigation.  Manager Newlin reminded the Mayor that the figure suggested was $1.00 per household.  Mayor Smithson stated that if $1.00 per household were collected it would make about $21,000.00 for attorney fees per year.  

ADJOURNMENT:

There being no further business to come before the Council at this time the work session adjourned at 6:50 p.m.

                                                                                   ____________________________








Bryan Smithson, Mayor

CERTIFICATION:

I hereby certify that the foregoing minutes are a true and correct copy of the minutes of the work session of the Holbrook City Council held on the 10th day of May 2005.  I further certify that the meeting was duly called and held and that a quorum was present.

                                                                                  __________________________


                                                                       Cher Millage, CMC, CPM, City Clerk
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