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 MONDAY, NOVEMBER 5, 2012 AT 6:00 P.M.

The meeting of the New Albany City Council was called to order by President Diane Benedetti at 6:00 p.m.  

MEMBERS PRESENT: Mr. Coffey, Mr. Caesar, Mr. Phipps, Mr. Blair, Mrs. Baird, Mr. Zurschmiede and Mrs. Benedetti.  Mr. McLaughlin and Mr. Gonder were not present. 
OTHERS PRESENT:  Mr. Lorch, Mr. Gibson, Mr. Wilkinson, Mrs. Wilkinson, Mr. Lahanis, Mr. McCormick and Mrs. Glotzbach
Mr. McCormick explained that he was here at the request of Mrs. Benedetti to do a short presentation of the operation of the sewer funds for the Council. He presented them with a handout that is a few highlighted pages of the monthly report that they receive and explained that they are prepared on a cash basis only. He stated that they get the monthly disbursements and receipts from Mrs. Prestigiacomo and they post those and then they reconcile the two accounts which are the money market and the checking account. He explained that they make sure both of those tie in and if they have questions on receipts items they contact Mr. Wilkinson who has been very helpful in making sure things are in the right accounts. He went over the cash balances page and explained that they include a monthly running balance in their reports which is what the cash balance is at the end of each month and noted the increase of $2.9M from December 2010 to December of 2011. He stated that as of September 2012 they are up $741,000.00 year-to-date and went over the second page in the handout which is the year-to-date activity and explained that it separates out Sewer and Stormwater and then it has the combined numbers.  
Mrs. Benedetti asked if the Sanitation and Stormwater are combined.

Mr. McCormick explained that they are all collected together on one billing so all the funds go through the Sewer and then the portion that belongs to Sanitation and Stormwater are transferred back out to the appropriate accounts. He stated that part of the bond requirements is that the funds had to be separated and this is the best way to do it. He explained that he has done the accounting off and on for quite a few years for Sewer and this is the strongest the balance has been and he would give credit to management for that. He stated one problem they had in previous years was the requirements in the bond issues that they did not meet but they are meeting them now. 
Mr. Caesar asked if the September balance includes the money in escrow.

Mr. McCormick stated that it does not include that and explained that the escrow money is transferred out as a monthly payment. 
Mr. Caesar stated that they really do have $4M in cash. 

Mr. McCormick stated that they do and explained that on a monthly basis they transfer out a percentage to meet the bond payments. He stated that this is the strongest he has ever seen these funds to be and that is a good sign. 
Mr. Caesar asked where it shows that the Sanitation is going out into a sanitation account by itself. 
Mr. McCormick stated that on the second to last column on the right had side it says Sanitation and Stormwater the transfer is in that column at the bottom.  He stated that the last page of the handout shows the activity for 2011 which shows a huge increase in the cash balance from 2010 and a large portion of that was from the loan proceeds from the SRF projects. 
Mrs. Benedetti asked if all of the projects from SRF done.

Mr. Lahanis stated that they will be finished by the end of the year.  

Mr. Wilkinson stated that the SRF loan of $7.4M has never came to them and it is sitting in a separate account.  He explained that the $4M in the cash account is what has been assembled since the rate increases took place. He stated that the Five Year Capital Expenditure Plan requires them to do all of their spending from here forward for capital projects out of their checkbook. He went over some of the previous projects and future projects that will be paid for out of their checkbook so they will have to look at alternatives and a possible rate increase in the next few years. 

Mr. Caesar stated that there will be no more rate increases. 

Mr. Wilkinson stated that he is just letting them know that they could run out of money if they have any big projects that come up. He explained that he doesn’t see anything between now and 2014 and stated that they will have complied with all the capital expenditures of the EPA requirements by that time. 
Mr. Zurschmiede asked Mr. McCormick if he could continue to explain where the large influx of money came from. 
Mr. McCormick explained that a good chunk of that has been because of the rate increase but he doesn’t know what kind of projects they still have left to do so this is all just based on a cash basis. 
Mr. Blair asked about the $1M cash increase in May of last year. 

Mr. Wilkinson explained that they started an intensive lien program where every 90 days they were filing liens on delinquent bills. He stated that they have collected about $1M in lien money and back in 2008/2009 that system was not in place.  

Mr. Zurschmiede asked when the last time that they received a big chunk for that was.  
Mr. Wilkinson stated that the $440,000.00 was in August. 
Mr. Zurschmiede stated that when he looks at August there is a lot more than a $440,000.00 increase. 

Mr. McCormick stated that part of that was from the EIDT fund transfer of $570,000.00
Mrs. Benedetti asked how many employees they had with the Sewer Department. 
Mr. Lahanis stated that they 15 and EMC has another 15.

Mrs. Benedetti asked if they would absorb any of those employees as of January 1, 2013
Mr. Lahanis stated that they are going through a transition over the next couple of months to get a better idea of what is going to happen. 
Mr. Zurschmiede asked Mr. Wilkinson how much is left in SRF.

Mr. Wilkinson stated that they have something less than $50,000.00 that is not pledged to anything yet but the relining projects will use up the last portion of that money. Mr. Wilkinson stated that they won’t use any SRF funds for anything that does not relate to the SRF pledge and guidelines. 
Mr. Blair asked who makes the decisions on investment and why they haven’t moved more money over to the money market account. 
Mr. Zurschmiede stated that when he was on the Sewer Board it was set up as a sweep account and asked if it was still that way. 

Mr. McCormick explained that the checking account is paying interest and he doubts that there is much difference between the checking and the money market account. He stated that he would have Mrs. Prestigiacomo look into what the rate differences are between the two. 
Mrs. Benedetti asked Mr. McCormick to look into it and give them some recommendations. 

Mr. Lahanis reviewed the SRF funded costs by projects done to date as well as the SRF funded project cost summary and what the money went for on each project. He stated that all of the projects are complete right now with the exception of the sewer lining and rehabilitation project and they are currently working on the final phases of that.  He stated that the total cost of all projects to date is $7,294,168.00 and the SRF loan was for $7,400,000.00 which leaves and unencumbered balance of $105,832.00. 
Mrs. Benedetti asked if they had a Master Plan that rated the projects. 
Mr. Lahanis stated that there was a Master Plan before he got here but these projects were identified in the CAP study that was done by Clark Dietz that went to IDEM and the EPA and they approved to get out from under the consent decree. 
Mrs. Benedetti asked about the next phase of projects that they are talking about. 
Mr. Lahanis stated that the next phase of projects they are talking about doing in house and they have a Master Plan that they have identified those project through. He explained that some of those projects have risen and fallen on the list based on events that have happened surrounding them. 
Mrs. Benedetti asked if he could send her a list of the projects for the next twelve months.

Mr. Lahanis stated that they are working on that right now so if she could give him a couple of weeks he would get it to her. 

Mr. Lahanis reviewed several photographs of the various equipment that they have in their department.

Mr. Zurschmiede asked how the lining is coming along overall.

Mr. Lahanis stated that they have had a few bumps but it is starting to come together.

Mrs. Benedetti asked why they contract out grass cutting.
Mr. Lahanis stated that it was too hard to keep up with it and their employees have more important issues to be taking care of with the lift stations and in-house pumps. 
Mrs. Benedetti asked how much their new building was.

Mr. Lahanis stated $419,000.00.

Mr. Lahanis shared a photo of his crew and stated that they are a really great group of individuals that put in a lot of hours and effort and it is starting to pay off. 
Mr. Caesar stated that he is really excited about the pipe lining and this is something that the city will really benefit from. 

Mrs. Baird asked how far along they are on the relining.

Mr. Lahanis stated that they are working on Basin 16 now and they hope to get another 10,000 feet in the next six months. He explained that they have three years to finish three basins but he hopes to have them done within the next 2 ½ years. 
Mr. Phipps asked what the life expectancy is on the liners.

Mr. Lahanis stated 50 years.

Mrs. Benedetti stated that they have really done a nice job. 

Mr. Wilkinson stated that the gray manual that he passed out earlier in the year has an EPA section and it has the capital expenditures section and most of these projects are all listed in there as well as the status of where they were at that time. He explained that they are very proud of the fact that they have been able to pull together the system and create a financially strong utility for the city but they need to keep in mind that $2M of that $4M in cash is a reserve that is required by State Board of Accounts so the figure should never go below $2M. He stated that the also have a commitment to the EPA to spend $1M a year on the relining operation and that will all be coming out of this fund so it will gradually drop a little bit but they will stay on top of it.  
Mrs. Benedetti stated that as long as they can continue with the liens and recover money from that it will help out.

Mr. Wilkinson stated that is amazing to him how well this program has worked in making sure that bills are being paid. 

Mrs. Benedetti asked if the start getting revenue in 2014 on the fringe area. 

Mr. Gibson stated services starts in 2014 and they will see money in 2015.
Mr. Wilkinson stated that they absorbed the loss of a quarter of a million dollars in income when Georgetown cut loose this year but they have been able to maintain and pick that back up through new customers. 
Mr. Blair stated that when he looks at the line items for expenses he sees $252,000.00 for health insurance claims and wanted to know what that was. 

Mr. Wilkinson stated that it isn’t necessarily claims but premiums that they pay. 
Mr. Blair asked about equipment storage. 

Mr. Wilkinson stated that is the building that Mr. Lahanis referenced earlier. 

There was a lengthy discussion regarding what they are billing per month and the user fees that are coming in and what is budgeted. 

Mr. Blair asked if there is any advantage to refinancing. 

Mr. Wilkinson explained that when the last $7.4 was done they got two of the older bonds reduced down to 2.67% and he doesn’t know that they could get it any lower than that. 
Mr. Gibson stated that SRF dictated most of the terms of what they had to do and they review it yearly. 
ADJOURN:

There being no further business before the board, the meeting adjourned at 6:45 p.m.
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