
MINUTES OF THE HOLBROOK CITY COUNCIL WORK SESSION


HELD ON MAY 8, 2007
CALL TO ORDER:  

Vice-Mayor Font called the meeting to order at 5: 30 p.m.   

ROLL CALL:

Vice-Mayor Jeff Font, Councilmembers Spike Simmons, Cynthia Stuart, Charles Haussman, Stuart Szink and Wade Carlisle. Mayor Smithson was excused due to illness.
CITY STAFF:  

City Manager David Newlin, Economic Development Director A’kos Kovach, Public Works Director Dick Young and City Clerk Cher Millage, 
(ITEM #1-Corix Utilities proposal) 

Manager Newlin opened the work session by stating that this discussion is not about a take over or a purchase but rather a management agreement (contract).  Doug Legge of Corix presented information to the Council regarding the proposal.  Mr. Legge stated that the City of Holbrook controls and directs efforts of Corix and that the City would still be in charge of the ratemaking.  Mr. Legge stated that the City of Holbrook essentially mirrors the actions of the Arizona Corporation Commission and the City acts basically as the ACC.  Mr. Legge pointed out the responsibilities of the City of Holbrook and Corix explaining that Corix would be responsible for design and construction, financing, operations and maintenance, customer service, emergency response, compliance and billing.  The City of Holbrook will be responsible for user rates, developer and connection fees, standards and expansion priorities.  Joint responsibility consists of capital planning, utility protocols and permitting/sewer authorization.  Mr. Legge explained that ratemaking would consist of periodic review of the operations to the utility and costs to determine that rates are reasonable and fair.  Mr. Legge explained that a rate case considers:  service quality, growth (revenue forecasts), rate base, and return on rate base, operating expenses and rate design.  Mr. Legge stated that operating cost plus capital cost equals the cost of service and determines the revenue requirement.  Mr. Legge stated that the operating costs are recovered for actual expenditures without a profit.  Mr. Legge presented an adjustable model for rates and a revenue deferral model stating that the figures in red could be changed to model where the Council would like the rates to be.  Mr. Legge stated that the estimated cost for customer at this time is $4000.00 per year.  Manager Newlin asked where the 1% sales tax collected to pay off the Wastewater Treatment plant is in the rate model.  Mr. Legge stated that it is in the calculation of system cost for customer and is already included in the model.  Mr. Legge explained the spread sheet for growth scenarios stating that they have reduced the growth predictions by 40%.  Mr. Legge stated that he did not have this model with him but growth changes will affect the revenue and annual rates.  Mr. Legge stated that the revenue deferral line is a feathering out of the expenses over a 25 year period so that it does not affect those who cannot pay for it all at once.  Vice-Mayor Font asked how long it would take to get the revenue deferral to zero.  Mr. Legge stated about 15 years.  Mr. Legge stated that it is very difficult to forecast past 10 years sometimes even past 5 years.  Mr. Legge stated that what the City will get by partnering with Corix is a partner who will work with the City of Holbrook through the rates and help set them which will lead to a satisfaction that someone will manage this for the City but leave the City in control.  Councilmember Carlisle stated that he felt the growth projection figures are very bold and he would like to get into the numbers and he would like to see growth less 90% instead of 40%.  Mr. Legge stated that this could be modeled as it is a very open and accountable process.  Mr. Legge stated that the costs for the utility are the costs for the utility and do not include anything extra.  Mr. Legge stated that he hopes Council votes tonight to proceed with the agreement and this will be the key for Corix to proceed forward and the agreement will be brought back for a final approval.  Brad Heward asked Mr. Legge what is the bonding debt that would be eliminated.  Mr. Legge stated that it would be about 4 million dollars.  Councilmember Carlisle stated that the debt doesn’t go away as the City will be paying Corix for the amount. Manager Newlin stated that an excess of 4000 acres has exchanged hands in the last year which is more than the last 50 years and it needs to be determined how to stay ahead of growth.  Councilmember Simmons stated that he has investigated Corix and he contacted Kameran Mirz of City of Langford British Colombia and that he was very upbeat about questions regarding Corix and was satisfied with the service they provide.  Councilmember Simmons stated that he was also told that if given the option he would recommend doing it again.  Councilmember Simmons stated that he also contacted two other entities and received favorable response from them.  Mayor Elect Jeff Hill asked if the rate model could include more than 2 million for improvement costs.  Mayor Elect Hill also asked if a sewer line collapses and will cost one million to repair is Corix willing to put more into the system without affecting the rate payers all at once.  Mr. Legge explained how the rate model system works and that the costs would be amortized over several years so that the impact would not be as great to the rate payers. 
ADJOURNMENT:

There being no further business to come before the Council at this time the work session adjourned at 6: 52 p.m.

                                                                                   ____________________________









Jeff Font, Vice- Mayor
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