THE COMMON COUNCIL OF THE CIVIL CITY OF NEW ALBANY, INDIANA, HELD A WORK SESSION IN THE THIRD FLOOR ASSEMBLY ROOM OF THE CITY/COUNTY BUILDING ON THURSDAY, FEBRUARY 16, 2012 AT 6:00 P.M 

PRESENT: Council Members Mr. Coffey, Mr. Caesar, Mr. Phipps, Mr. Blair, Ms. Baird and President Benedetti.  Mr. McLaughlin, Mr. Gonder and Mr. Zurschmiede were not present.
ALSO PRESENT: Joe Ham, Gordon Martin, Shane Gibson, Ed Wilkinson, Todd Solomon, Gary Brinkworth, Wes Christmas, Greg Fifer, David Brewer, David Duggins, Jennifer Wilson
Ms. Benedetti called the meeting to order at 6:09 p.m.
Ms. Wilson presented the council with the Preliminary Financing Report for October, 2011.  She stated that at that time that they were looking at the finances through June 30, 2011.  She explained that the revenues in 2009 were 1.4 million and with the rate increase they went up to 1.7 million in 2010 and 2011 so that is the number they used as the current ongoing revenues.  She said that they also looked at expenses and saw that the disbursement in the amount of $865,000.00 was a good number to use.  If we move forward with the financing, they would update the financials to be for the year end of 2011.  She stated that the bonds they are proposing would be sewage works bonds and they would do analysis on both the sewage works and storm water to make sure that the revenues meet the coverage parameters that would be required on the sewage works bonds.    
Ms. Benedetti asked if there was a reason for that.

Ms. Wilson replied that they were formed together so we can’t separate the storm water from the sewer.
Mr. Coffey asked why they can’t be separate because they are going to be paid with separate money.
Ms. Wilson stated that is the way it was set up and was set up under the sewer statute.  She also stated that the full intention is that it would continue as the utilities are currently operating separately.  When we looked at the storm water separately it would continue how it is but unfortunately, you are under the sewer statute so we would have to issue the bonds as combined with the sewer bonds but they would still be reflected separately.

Mr. Coffey asked what if we go back and set up the Storm Water Board differently to where it wouldn’t have to be combined with the sewer utility.

Ms. Benedetti asked if you would have to set up a different statute.
Ms. Wilson replied that the utility would have to be shut down and then started up again as separate utilities.

Mr. Caesar asked Mr. Coffey if it is the commingling of funds that he is worried about.
Mr. Coffey replied that the fact is that we are commingling the sewer and storm water together as far as the bonds go.
Mr. Fifer stated that it has been a long time since he spoke with Ice Miller about this but he could get further clarification on it tomorrow.  He added that you set up the storm water utility and the sewer utility by separate ordinances but they are both based in chapter 369-23 which is a sanitary board.  He added that when the sewer board was last reorganized we thought about creating a sewer district under Chapter 25.  If it was under Chapter 25 then sewer revenues would not be available to pay this debt service.  Only if storm water cannot pay the bonds then sewer revenues would and that way it does not go back to the taxpayer.  He stated that the reason we don’t have a chapter 25 sanitary district is because it has its own bonding ability without coming back to this council and its own tax rate ability.  

Mr. Caesar asked wouldn’t this bond be set up as a specific line item in the controller’s office.

Mr. Fifer replied yes.  He explained that intent would be for storm water revenues only to pay this debt but that bond holders would look at it when they buy it.  If for some reason the storm water didn’t have enough revenue to pay the debt then they would legally have the right to expect sewer revenues to be available to pay for it.
Mr. Blair stated that he is guessing that makes the bonds more marketable and also lowers our rate by having that ability to draw from the sewer.

Mr. Coffey stated that the sewer has had two increases in the last two years.

Mr. Blair stated that is why we need this presentation to make sure that we have enough revenue to cover these bonds and that is not a possibility.

Mr. Coffey stated that he has been around long enough to see things that were suppose to carry themselves and then a few years down the road we have to go to another fund to get it. He added that is why sewer should carry the sewers and storm water should carry the storm water without using sewer for back up.  He also mentioned that using the sewer for back up over the years has gotten us into trouble.  He stated that we backed up sanitation, city finances, and the general fund and we worked really hard to get all of that squared away but now we are talking about going back to what we worked hard to separate.

Ms. Benedetti asked if the financial analysis that she has done determine the limits on the bonding based on storm water assets income alone or is it sewer and storm water combined.   
Ms. Wilson replied that they only considered the storm water until they were sizing up the bonds.  She also stated that they estimated high on the rates on the amortization schedule.  She stated that for a $6 million bond you would need about $450,000.00 per year.  She then explained work paper A that showed the different alternatives as the board requested.  She stated that the far right column is important because they are required to have 125% coverage on the sewage work bonds so they would like us to maintain at least 125% if we were to be issued bonds.  She added that work paper B was additional financing scenarios projected for annexation.
Mr. Blair asked if you add in contractual fees that changed the coverage quite a bit.
Ms. Wilson stated that it would if you considered it part of operating or if you consider that part of the capital and each year you would determine if you are going to go forward with additional engineering fees for additional projects.  
Mr. Fifer stated that they anticipated that the engineering that are related to the projects would be paid out of bond postings.  He added that the board has incurred substantial engineering expense to create the master plan and to do work that was done to comply with state and federal regulatory requirements for what’s called the MS4 Program. What was put into operating expenses was enough to maintain that effort and to provide consulting engineering for the additional extensions.
Mr. Caesar asked if that means we should not see any more engineering, contractual or consulting fees in 2012.
Mr. Fifer replied no, there is a number in it and Mr. Gibson can go through his 5 year projection and what they have put in for day to day engineering costs.
Mr. Coffey stated that the revenue from annexation would come in for $52,000.00 but there are going to be expenses because we do have to maintain that as well.
Mr. Blair stated that he was also concerned about that. 
Mr. Gibson presented a 5 year forecast for 2012 – 2017 and said that he couldn’t forecast that in the list but we know that there will be some costs.  He explained that those were not included because these are going to be projects and you are not going to see as many engineering costs in the next several major projects because those are encompassed into the bond financing.
Mr. Caesar stated that he wants it known that he does not expect to see $408,000.00 next year in engineering fees.
Mr. Gibson stated no, outside of anything catastrophic, you shouldn’t see it.
Mr. Blair stated that we have spent a lot of money on engineering over the years.
Mr. Coffey stated that he knows that over the years, we have spent money on study after study.

Mr. Fifer said that most of which were mandated by state or federal regulatory agencies.   

Mr. Coffey stated that he thinks there have been at least two master plans.

Mr. Fifer stated that there was one back in the 90s that no one implemented.  He stated there was also a stream quality study; it was not a storm water master plan. 
Mr. Gibson stated that Mr. Blair asked for a forecast and he explained the forecast which was 2012 through 2017 and expressed that this is not the budget that is going to be in place in 2016; it is simply a forecast from today moving forward.    He said they added in some inflationary factors just be conservative so that you can get a good visual of it and see where you are in 5 or 6 years.   

Ms. Benedetti stated so there are some reserves put back. 

Mr. Gibson replied that there are reserves in it for emergency projects or if there are no emergency projects that year, maybe $115,000.00 project that has been identified as an infrastructure that is not part of the bond and is not part of the higher priorities but it is a priority on the list that can be funded with yearly revenues.
Mr. Fifer stated that the Storm Water Board held a work session today and Mr. Christmas reported on the Cherry Street area and then they went through the methodology employed in the master plan for ranking projects.  They discussed that there really isn’t an integrated total project work list with scoring to try to tell you what the total priorities are between basin projects and drainage projects and the one culvert project.  He stated that as a result of that work session, Mr. Christmas has put together a table that he will discuss. 
Mr. Wes Christmas stated that they tried to further update the scores that were applied to the projects that were identified in the master plan with the most current information based on the feedback and continued site investigation.   He also stated that the top 6 projects are the basin and detention pond type of improvements and were given arbitrary score because since they are watershed scale type of improvements, the criteria and scoring system for the capital improvements didn’t correlate to those projects but the master plan identified that the Falling Run watershed in general is the biggest problem within the city so those projects are priority.   He also stated that any basin that was upstream of Daisy Lane was given a very high score.  He stated that 4 of those basins that have been identified were upstream and there were 2 other basins identified that were downstream that were given very high scores as well.  He explained that those were the first 6 projects.  He then explained that the list he passed out showed the projects in order and indicated that the red line showed the projected funding limit of the $6 million dollar bond. 

Ms. Benedetti asked that the first 10 projects have mostly to do with Falling Run.

Mr. Christmas replied yes with exception of the Reno Avenue and Market Street project.
Mr. Coffey stated that he knows that a few years back Redevelopment Commission and the State were working on something at the North Y and that there were engineering studies done so if we are going to do some work as well, why don’t the two groups get together to share costs and information.
Mr. Brinkworth stated that the city is looking right now at doing that.

Ms. Benedetti asked why we can’t share those costs.

Mr. Gibson stated that the North Y is definitely being looked into.  He wanted to reassure that if we can share these costs they will.  He added that these identified projects would be evaluated on what we have going on around the city too.
Mr. Christmas stated that the biggest point he wants to make on the list is that things like that are going to be addressed and if there is an opportunity or if another project gets done that offsets the need for another project, they are going to drop off the list and you are going to extend that funding to wherever it needs to go.  
Ms. Benedetti stated that Hickoryvale and other places are being hit hard and that in the perception of the public they might get concerned if we do this $6 million bond and concentrate on one creek.
Mr. Fifer stated that the place that we have received the most complaints on is Linda Drive or Zurschmiede Drive and over in that area and if we can do the 1st project which is the 4-H Fairgrounds, that alone will solve 95% of the complaints.  

Ms. Benedetti asked if that would free up some money to do some of the other projects on the list.
Mr. Fifer replied that right now within the master plan, this is what is identified as alternatives to fix problem areas.  

Ms. Benedetti asked if we are going to still have some funding to hit some areas that we feel are necessary too if something comes up.
Mr. Fifer replied yes, at least $200,000.00. 
Mr. Blair stated that we are taking the bond issue which is $6 million and it will be in an account ready to use for these projects but the priority may change over time but you still have the $6 million.
Mr. Fifer replied yes, but the important thing is that we have list that doesn’t leave anything off because we can’t spend it on a project that is not on the list.  He added that how building project #1 affects project #13 and its relative importance could all easily change.

Ms. Benedetti asked if when we submit it, we would just put projects #1 through #10.

Mr. Christmas replied no.  He explained that the entire list will be submitted and it may change down the road.  He stated that as we go through the engineering process, hopefully there is communication that if another project going with another entity of the city then we would expect that engineer along with the board to do that coordination.
Ms. Benedetti asked Mr. Gibson if he could bridge that communication to get that started.
Mr. Gibson stated that he would do that tomorrow and if there are any projects that Redevelopment has started then he will have them get in touch with Mr. Christmas.
Ms. Baird asked if we could be sure that the communication between the engineers exists so that we don’t duplicate our efforts.
Mr. Gibson stated that he will give a copy of the list to the commission tomorrow to look over and let him know if they have anyone working in those areas right now.
Mr. Blair asked if our unfavorable audit would affect the interest rate.
Mr. Fifer stated that he would not expect that would affect the rate because it is going to stand on the financials of the utility. 
Ms. Wilson stated that they would consider the whole picture but Mr. Fifer is right that they are looking specifically at the utility’s financials.
Mr. Fifer stated that it is sewer works revenue only that is available to pay this and if there was a default, there is no obligation for the city’s tax dollars to pay this debt.
Mr. Coffey stated that if that were to happen, the final risk would be that the rates will have to go up.

Mr. Gibson stated that sewer utility is in better shape than it has ever been in.  
Mr. Coffey stated that is because you have had to raise the rates to cover the past mistakes.
Mr. Gibson stated that they are trying to fix as many things as they can within the parameters and the financial resources that have been identified.  He added that we are all trying to solve the same problems.

Mr. Coffey asked how many storm water employees there are. 

Mr. Ham replied 3 salaried and 10 hourly.

Mr. Coffey stated that he looked at the telephone costs and it was $15,000.00.
Mr. Ham stated that he agreed and said it was too high. 

Mr. Caesar stated that he started looking at the city’s phone bills last year and thinks it is something that needs to be looked at further. 

Mr. Gibson suggested appointing a subcommittee to look into it and the controller’s office will work with them. 
Mr. Caesar stated that when we looked back into the sewer a few years ago, we got involved in the State Revolving Fund and asked if we can apply for any of those monies.

Mr. Christmas stated that State Revolving Funds are not allocated for storm water.
Ms. Benedetti asked Mr. Coffey if he would be willing to bring this off the table for the next meeting.

Mr. Coffey stated that he would rather have one more session with the council.  He also stated that personally, he would like to see them go with $3 million instead of $6 million and see how that works out and if it works then do another $3 million bond.  He added that if you do the $6 million bond then we will tie up all the money for the next 20 years and the only way that we will be able to do the other projects is to have a rate increase. 
Mr. Blair stated that he believes Castlewood is a project that shows that it works.
Ms. Benedetti said that some of the council members have a problem with giving a blank check of $6 million right now.

Mr. Fifer replied that it is not a blank check.  He stated that it can only be used on those 24 projects.  He added that if the council thinks that any of the projects are unworthy then they would be willing to eliminate them from eligibility. 

Ms. Benedetti asked if they could ever change list that is submitted for the bond.

Ms. Wilson replied that you would have to change the bond ordinance and in order to do that you would have to go through quite a few items.

Mr. Fifer stated that you would basically double your issuance cost if you do the $3 million bond as opposed to the $6 million bond.  
Mr. Brinkworth stated that if we wait 3 years to do the second $3 million, the interest rate will be doubled.

Mr. Coffey stated that he heard that with the YMCA and it didn’t happen.  He also stated that it is the fact that we would be saving half of that money to use on other maintenance projects or having it when you need it to fix something that might come up. 
Mr. Caesar stated he is more concerned with the interest and wanted to know if there is a way to not pay interest until there is a draw made.
Ms. Wilson stated that they have not considered a draw and would have to get with the bond council to see if that is even a legal possibility.
Mr. Caesar asked if that was something that could be looked at.

Ms. Wilson said yes.

Ms. Benedetti asked if that was a bad idea.
Ms. Wilson explained that bad part would be that we might be limiting the number of people who would be interested in buying our loan which then would reduce the amount of bidders on the loan which then might drive your interest rate up. 
Mr. Fifer stated that he doesn’t think setting it up as a line of credit and only paying on what we draw will be feasible. 
Mr. Caesar asked if we took it from 20 years to 15 years, would that cost way too much per month.
Ms. Wilson stated that you would not be able to issue the same amount of bonds at that same debt service so basically you would be increasing your debt service.

Mr. Caesar stated that the interest would go down dramatically.

Ms. Wilson stated that she could run some numbers and let him know.

Mr. Caesar stated that he would like to see that.
Ms. Benedetti asked how long it would take to get that information.

Mr. Fifer stated that he get it in a week.
Ms. Benedetti stated that Mr. Fifer would get her the information and then she will distribute it to the council.
ADJOURN:
There being no further business before the board, the meeting adjourned at 7:15 p.m.
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