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Town of Surf City
Reconvened Council Meeting Minutes
March 26, 2010

Mayor Guy reconvened the meeting of the Surf City Town Council to order at 12:00 p.m.  Mayor Pro Tem Medlin gave the invocation, and Councilman Curley led the Pledge of Allegiance. Also present for the meeting were Councilwoman Albury, Councilmen Helms and Fowler, Town Manager J. Michael Moore, Finance Director Jane Kirk and Town Clerk Patricia Arnold.

Town Manager Michael Moore stated “This has been a long and expensive road for a small community as Surf City.  Up to this point the utility system improvements have cost $20 Million.  Council took this path to ensure that Surf City would have adequate infrastructure and capacity to meet current and future needs.  

We need to remember that these improvements were not done merely to address the growth issues on the mainland but also to address the needed improvements of the existing infrastructure and to handle the changing growth that we were experiencing on the Island.  

Council was very aware of the cost associated with these improvements and began changing the rate structure in 2005.  The addition of a larger impact fee worked well to handle and help offset the need for additional rate increases as we progressed with the improvements.

We began to become concerned when the economy took the drastic turn down.  We knew that we were going to have some years where the expenditures were going to be more than the projected revenues and had planned for the impact fees to carry us through these times.  With the economy basically holding construction to a very few over the past two years the impact fee reserve fund is being depleted.

Surf City basically needs two more construction projects in order to complete the first phase of our entire system improvements.

The first being the Mainland Pump Station and the second being the first phase development of the spray area at Juniper Swamp Site.

The mainland pump station was bid.  We have the financing set in place but in order for a community to borrow funds it must be approved by the Local Government Commission before we can actually borrow the funds.  

The Local Government Commission is set up by the General Assembly to watch all local governments in North Carolina and ensure that they are being financially sound.

With the economy in the current lows, there are several utility systems and government units approaching financial trouble.  

First let me say that this does not in any way affect the financial soundness of Surf City and we remain in good financial status.  I believe our Utility system is sound but do understand their reasons for concern since our 2009 audit  projected new customer growth was about one-third of the levels we projected in 2006.  Our system is expected to operate at losses of $400,000 in FY 2010, $600,000 in FY 2011, and $50,000 in 2012 and with these losses they calculate we will exhaust the remaining balance in the impact fee reserve of approximately $1.5 million.  LGC staff figures that with the current economy our current rates do not demonstrate good debt management and therefore have denied Surf City authorization to proceed with construction of the mainland pump station and the construction of the spray field development at Juniper Swamp until Surf City raises rates.

Staff presented a proposed rate structure to you in February 2010 but LGC did not feel that rate was sufficient.  The LGC feels that our rate structure should be high enough that the rates cover all debt without including impact fees or expected growth to our customer base.  

Last week we again met with LGC staff with a new rate structure plan and our updated Utility Business Model.  

Staff needs Council to review the updated Utility Business Model.  After review and discussion staff needs formal action from Council to adopt the Utility Business Model with projected rate increases.  The rate increases are to be noted not just a onetime rate increase.  Council will be asked each year to review the projected increases and make their decision at that time based on then current status of the Utility Fund.”

UTILITY BUSINESS MODEL
Town Manager Michael Moore and Gus Simmons, Cavanaugh & Associates
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Councilwoman Albury asked why impact fees stopped being raised each year.

Mr. Simmons stated that for LGC it did not matter in the plan because LGC did not count but 10 impact fees per year. The LGC did not want impact fees to go toward managing long term debt.

Councilman Curley asked if the Council passed the proposed rate and then get more impact funds can we adjust the rate later.

Mr. Simmons stated that as long as water and sewer revenues exceeded expenditures.

Mayor Guy stated that the Council will have to look at the model each year and adjust if necessary.

Town Manager Moore stated yes 
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Mr. Simmons stated that this project is not just for future projects but for current customers.  

Councilman Helms made the motioned to approve the Utility Rates as presented for acceptance from the Local Government Commission.  The motion was seconded by Councilman Curley. Final Vote was 4 to 1 with Councilwoman Albury being the 1 no vote.

ADJOURNMENT
There being no further business the meeting was adjourned at 12:49 p.m. upon the motion by Councilman Helms and seconded by Mayor Pro Tem Medlin. The Council unanimously approved motion.

______________________________                      	  	______________________________
Patricia E. Arnold, CMC Town Clerk                                    A. D. (Zander) Guy, Jr., Mayor
