Francis Town Council Meeting - - -
SPECIAL SESSION
April 26,2011 6:30 PM
Francis Town Community Center
AGENDA

1. Budget discussion for current year and fiscal year 2011-2012
2. Discussion water and sewer rates
3. Adjournment

In compliance with Americans with Disabilities Act, individuals needing special accommodations
during this meeting should notify the Town Clerk (783-6236) prior to the meeting.




Francis Town Council Meeting
Special Session
April 26, 2011
Francis Town Community Center

The Francis Town Council convened on Wednesday, April 26, 2011 at the Francis Town
Community Center. Mayor Snelgrove called the meeting to order at 6:40 pm. Alison Weyher
transcribed the minutes from this meeting. .

Present: Mayor Lee Snelgrove
Council: Tal Adair
Kristi Major
Gio Melendez
Town Clerk: Susan Cann
Town Attorney: Kraig Powell
Town Engineer: Scott Kettle
Town Planner: Alison Weyher

Director of Finance: McNeil Duncan
Excused: Council member Wes Ure

Others Present: Luann Barclay, John Barclay, Curtis Ludvigson, Cheryl Ovard, Julie Keyes

1. Budget discussion for current year and 2011-2012

The Council agreed to begin with the revenue projections for the General Fund. Mayor
Snelgrove explained that the Town does not yet have the final projections from the County for
property tax and sales tax revenues. Discussion was held regarding the $10,000 projected for
building permits. Council member Adair stated that the revenue for building permits should
correlate with projected impact fees in parks, sewer and water. Mayor Snelgrove explained that
building permits are based on house sizes, so this is an estimate. Council member Adair stated
that Alison Weyher seems to think that there will be five new homes constructed. Weyher
commented that the budget actual numbers are only for the first nine months of the year, and that
the late Spring and early summer months are when most construction permits are taken out. The
Mayor agreed, stating he believes the current $6,361 in building permits will rise to
approximately $10,000 by the fiscal year’s end.

Council member Major questioned where the $2,655 in parks grant money came from. She
indicated that since she has been on the Council, only $200 has been received. McNeil Duncan
clarified that the $2,455 in revenue was received a part of fiscal year 2009-2010. The Council
agreed that the number does not make sense. Duncan reiterated that those funds were received in
fiscal year 2009-2010, not the current year (2010-2011). The park grant was received on June




29, 2010 in fiscal year 2009-2010 as well. There has not been any parks grant revenue received
in 2010-2011. The Council clarified that if the Restaurant Tax grant is received, the funds will

not be received until 2011-2012.

A discussion was held regarding the amount of Class C road money that the Town will receive.
Scott Kettle clarified that Class C Road money allocations are based on how much gas is sold,
how many people live in the community and how many miles of roads there are, as well as on
how much gas people buy. The formula is based on State taxes and the amount of gas sold, not
the cost of the gasoline, so that if people drive less, the Town will receive less money, regardless
of the price of gasoline. The Council agreed to drop the projected amount of $43,000 to

$40,000.

The Council discussed the $25,000 projected in the Subdivision Developer Fee category. In
answer to a question from Council member Adair, Weyher explained that the subdivision fees
are different from building permit fees. They are the fees that the developer pays for the Town’s
review of their plans. Mayor Snelgrove added that because of the new escrow account
requirements, this category may go away. Council member Adair questioned if the money goes
to the Town or to the escrow account. Mayor Snelgrove explained that some of the money
comes to the Town, some to cover the engineering, planning and other costs. Councilmember
Melendez asked if the Mayor felt comfortable in raising the park rental fee budget by $1000.
Mayor Snelgrove pointed out that the Town has already received $2,975 for this fiscal year, with
three months remaining. Council member Adair asked if the Town is contemplating raising the

rental fees. Council member Major stated that she wants to do a reconciliation of the whole year

to see what it looks like.

Mayor Snelgrove stated that the interest revenue in the bank account is projected to be $1,500.

A discussion was held regarding the amount of park impact fees and the total number of new
homes projected. Council member Adair clarified that for the sewer impact fees; the Council
had discussed the potential of five new homes and suggested that the same number of new homes
be listed for parks and water as well for consistency. It was agreed to project five new homes.
The projection for parks impact fees was raised to $895. Mayor Snelgrove explained that the
Other Revenue category includes miscellaneous donations, tax refunds, and other revenues that
do not fit into a specific category. It was agreed to drop the projected revenue for this category

to $500.

Council member Major asked Duncan where her unexpended park impact fees are listed. He
explained that because they are not revenue, they do not show up in this worksheet.

The Council then discussed the General Administration proposed budget. A discussion was held
regarding Council reimbursements. Council member Adair asked why the reimbursements are
not charged to the department, or cost center that received the goods. Sue Cann explained that
these charges are for expenses the Council buys for itself. Council member Melendez asked if
this is like a petty cash account. It was agreed to change the name of the account to Council
discretionary expenditures. Mayor Snelgrove clarified that the Council salaries should be
$6,600, benefits $560 and discretionary expenditures $200. Duncan clarified that the taxes are
the only item listed in benefits. Council member Adair asked about this, as in prior years the




Council received 1099 forms and now everyone receives a w-2. Mayor Snelgrove asked for
Duncan’s recommendation. He stated that payroll taxes are roughly5.8%. It was agreed to
change the benefits amount to $385. Mayor Snelgrove stated that the Council contributions will
be left at $500 and by law the Council must specify which groups they intend to support. He
added that this must be done when the Council adopts the budget.

Mayor Snelgrove explained that the administrative salaries will be $42,000, the benefits are
projected to be $14,000 and the cobra has been backed out, so that there is no cobra anticipated
for 2011-2012. Council member Adair clarified that the salary level is a projection only.
Duncan explained that given the current pay structure, the salaries will be much less. The
Council agreed to budget $38,000 for administrative salaries and wages and $36,750 for
associated benefits.

Council member Adair asked why bank charges have increased so much. Sue Cann stated that
the banks have raised their rates. Council member Adair asked that if the Town has between

$750 and $1mm in the bank, can the fees be negotiated. Sue Cann stated that not all funds are at .

the same bank. Adair continued, asking why can’t the Town negotiate the fees. Mayor
Snelgrove stated that he would have the Town Treasurer check this out. Council member Adair
stated that if the Town were clients in his bank, he would want to do his best to try to keep the
Town happy. In response to a question from John Barclay, Mayor Snelgrove stated that once the
tentative budget is agreed to, it will be posted on the Town’s website after the May Council
meeting. Alison Weyher clarified that one of the reasons the office supplies exceed projections
this year is because of the purchase of the new recorder, which was $500. Council member
Major asked if the office supplies account could be reduced, or if we were planning to spend
additional monies. Mayor Snelgrove stated that there are no major expenditures planned, but
that it is good to allow for contingencies.

A discussion was held regarding the postage accounts. Sue Cann clarified that the reason for the
75% decrease in the projected 2011-2012 budget is because the Council had previously
requested that the amounts be divided between general administration, water and sewer. Council
member Melendez asked if the water and sewer and sewer departments are charged jointly or
separately. The Mayor stated separately. Council member Melendez noted that the sewer
department is being charged more than the water department. He added that he believes that
they should be charged fifty-fifty between the Town and the departments, so that the Town
would pay 50% of the postage bill and the water and sewer departments would each contribute
25%. Council member Major clarified that it has not been done this way in the past. McNeil
Duncan stated that the mechanics will be that it will all be charged to general administration,
then after the bills are sent, the charges will be backed out and charged to the appropriate
department. Council member Adair said it should always be the same amount. Duncan stated
that the amounts will change based on late charges, etc. Council member Melendez asked how
this should be reflected in the budget. Duncan stated that each department should estimate their
expenses, the balance will be charged to the general administration account. The amount listed
for the Town should be the total amount less water and sewer. It was agreed that the general
administrative postage would be left at $1,000.




A discussion was held concerning the administrative engineering fees. Council members queried
if the number includes fees later billed to developers, and Council member Adair mentioned that
Scott Kettle had performed work for the sewer department that had not been billed to the sewer.
Council member Adair stated that if Kettle is working for the sewer, on the purchase order, it
should be reflected as such. Kettle asked how the escrow accounts will work. Duncan stated
that the funds in the escrow accounts do not belong to the Town, but that the Town is holding
them for clients to pay their bills. Council member Melendez stated that the only time Horrocks
is billing the Town general administration should be for Council meetings. Kettle added, staff -
meetings and calls from Luke, etc. Kettle said that $10,000 should be sufficient. Mayor
Snelgrove confirmed that the category for “other professional fees” includes Pelorus and funds to
upgrade the Town’s website. The amount was increased to $5,000 to include Pelorus’® additional

costs.

The Buildings and Grounds salaries include salary amounts that were previously billed to
Frontier Days. Mayor Snelgrove explained that the Buildings and Grounds supplies account
includes purchase. of tools that will be used by all departments. Councilmember Major asked
where the build out costs for the Public Works Building are shown. Mayor Snelgrove stated
those expenses had been incurred in the prior year. Council member Major asked for a
clarification of what is included in Grounds versus what is included in Parks. Duncan explained
that Grounds generally refers to things that the Town uses, as opposed to areas that the public
uses. Council member Major confirmed that the Buildings and Grounds department includes the
office trailer, the public works building, storage units, their associated utilities and salaries.
Mayor Snelgrove added that the arena, arena utilities and rental pasture behind the arena and
other grounds that have not yet been added to the park are also included. A discussion was held
regarding which areas are public and which are private. Mayor Snelgrove stated that all
maintenance on the arena, fences, and irrigation systems have been charged to Buildings and
Grounds. It was determined that the arena would be transferred to the Parks Department, but that
the pasture that is rented out and the ground on the north side of the park area would be retained

in Buildings and Grounds.
The Planning and Zoning budget was increased to cover printing of an updated General Plan.

In Council member Ure’s absence, Mayor Snelgrove asked Scott Kettle to explain the Street
Department’s maintenance and repair budget. Kettle stated that Council member Ure is
proposing to rebuild Spring Hollow Road, milling it down and installing 4 inches of asphalt.
Kettle stated that he could easily spend $200,000. It was agreed to budget $100,000 for street
repairs. Council member Adair asked for a five year capital plan for roads. Kettle stated that
statewide, the big reason the roads are in disrepair is cost. He stated that because the Town is not
getting more money from B & C Roads, the only way more money can be allocated to fix roads,
is if the Council chooses to allocate it. Mayor Snelgrove stated that Council member Ure needs
to determine the best course of action and report back to the Council. Council member
Melendez asked if the Town could raise water and sewer rates to pay for road repairs. Kettle
stated that Heber City had bonded to perform road upgrades. A discussion was held resulting in
the request that Council member Ure look at identifying additional funding sources.




Council member Major explained the Parks proposed budget.. Wages and benefits were
increased to include costs of staff maintenance of the arena.

Council member Major explained the Frontier Days budget. The total revenues are projected to
be $41,800. Weyher suggested that rather than going through the budget line by line, in order to
save time, only the category totals be reviewed. Weyher gave the detailed Frontier Days budget

to Duncan who will add them in later.

Mayor Snelgrove stated that the revenue for the Water Department has been left open, to allow
for the rate increase discussion with Curt Ludvigson. The meetings and training budget was
increased to $500, the expense and mileage category was increased to $600, travel, meals and
lodging was increased to $500. It was agreed that the postage budget be set at $1500. Mayor
Snelgrove stated that the system and supplies budget would need to be increased to $70,000. He
stated that at the present time the Town cannot read meters becasue the system crashed last and
the estimated cost to get it running is $95,000. The hand held system is so old that the
manufacturer no longer makes replacement parts. Council member Melendez clarified that the
Town is looking to replace the system, rather than bringing it up to date. Curt Ludvigson stated
that he believes the Town could bring in a new radio read system for less than $95,000. Mayor
Snelgrove stated that $95,000 was the bid for a radio read system. Scott Kettle clarified that the
$95,000 included the meters and installation. Mayor Snelgrove stated that because the Town
currently has the Sensus system, it is cheaper to stay with them because some of the meters can
be retrofitted to work as radio read meters. The bid from Mountainlands includes the
programming, etc. Ludvigson stated he thought it could be done for $70,000. Mayor Snelgrove
stated that is why he included $70,000 in the budget projections. Council member Adair asked
how the meters are currently being read. Staff responded that this month the water bills will
continue as winter estimates. Council member Melendez asked how and when the funds
reflected by accurate readings could be recaptured. Mayor Snelgrove responded that until the
Town get the new meters in they will have to be hand read. Council member Adair asked if the
Water Department needed more money. Mayor Snelgrove said he hoped to spend some money
from this year’s budget. Council member Melendez asked if the Town needs to hire additional
part time help to read the meters. McNeil Duncan and Curt Ludvigson indicated that this
purchase does not need to be put out to bid.

Council member Melendez presented the sewer budget, stating that for the revenues they had
taken the actual for the first three quarters and added 25 percent for the final three months.
McNeil Duncan clarified that the formula should be that they add an additional 1/3 for the
balance of the year. Council member Melendez stated that they were adding an additional
category. After discussion it was decided that the new category could fall under “Other sewer
income”. Council member Melendez stated that the goal is to capture the revenue from the
increased sewer rates in a separate line item which would essentially be a rainy day fund under
income. Curt Ludvigson pointed out that this is a good idea, in case grants and loans go away.
Council member Adair stated that they hope to have this money go into a separate fund, rather
than under general revenue. Ludvigson asked if the sewer department is currently meeting
expenses. Council member Melendez stated that the sewer department is meeting expenses,
including paying off bonds and loans. McNeil Duncan asked to clarify the proposal,
commenting that the Town is proposing a rate increase that is for capital improvements. The




revenues from the sewer bill would be broken out and the portion earmarked for capital
improvements shown as a line item on the revenue portion of the budget. Council member Adair
asked if the bills could be broken out to show that a portion is for future expansion. After a
general discussion, the consensus was that if the bill is broken out showing a portion for future
expansion, the Town residents would not be supportive. It was decided that this would be an
accounting function and would not appear on the bill. It was agreed that line item 5249 would be
renamed the capital improvements fund. Duncan reviewed the prior year’s actual expenses, -
showing that in 2009 there was a $7,891 loss. In 2010 there was a $11,534 surplus. Thus far in
2011 there is 2 $16,383 loss. Council member Adair stated that the sewer department currently
has approximately $100,000 in the bank. Council member Melendez stated that $40,000 should
be put into capital improvements. Sue Cann was asked to follow up on the reason for the sewer
telephone bill. Ludvigson asked where the sewer bonds are listed. It was agreed that those
payments should come out of the sewer budget. There are two payments of $24,000 left. The
bonds are currently being paid out of the water department.

2. Discussion of Water and Sewer Rates

Curt Ludvigson requested that the Council revisit water rates. Based on his calculations the
Town is $100,000 upside down in water fund, just to break even and pay the bills. In the sewer
fund, his estimate is that the Town is upside down $63,000. Therefore, he stated that just to
break even, without setting anything aside for capital reserves, the Town needs to raise an
additional $100,00 in the sewer department if the Town wants to set $40,000 aside. For the
water department, the Town needs to raise an additional $100,000 just to break even. Council
member Adair clarified that depreciation is already included in the budget. Council member
Adair asked if Duncan had had a chance to review the water department checking account.
Duncan stated that there is $94,000 in the water checking account. Council member Adair asked
if there were impact fees incorrectly allocated in the water department as well. He went on to
explain that there was $79,000 in the sewer checking account, but that an additional almost
$40,000 in fees were identified in the impact fee account, that were not impact fees and had been
entered into that account in error. Duncan stated there are approximately $7,000 of general fund
water revenues that have been incorrectly allocated to the water impact fee account. So there is
roughly $100,000 in each checking account.

Ludvigson stated roughly 100,000 in expenses without funding depreciation. If the Town wants
to fund depreciation, the Town will need to raise rates. Raising rates $12.00 will cover expenses
but not cover set the projected aside money. If the Town funds depreciation and raises rates by
$15, it will have $53,000 every year to add to depreciation fund. He suggested having the capital
reserves, rainy day fund and depreciation fund combined. McNeil Duncan agreed.
Councilmember Melendez stated that the town needs to raise rates sufficient to cover the

$13,000 shortfall. Ludvigson clarified that if the Town wants to cover depreciation, the rate
increase needs to cover the depreciation, bond payment and $13,000 shortfall. Ludvigson
believes raising an additional $63,000 per year meets those costs. That amount equates to raising
rates $15.00 per month. Council member Adair stated that that puts a big strain on our citizens.

In the water department, Ludvigson calculates current expenses at $191,000 plus $40,000 in loan
payments for total expenses of approximately $231,000. Current revenue is $133,000. Current
expenses include $80,000 in depreciation. Therefore, Ludvigson believes that if the Town can




raise rates to equal the current $231,000 expense totals, depreciation will be covered and funds
will be available for a capital improvements fund. The Town needs to raise rates to cover
$100,000.

The Council then reviewed the funding scenarios (attached). Ludvigson commented that only 5,
6 and 7 raise enough money to meet the current budget and the shortfall. Mayor Snelgrove
commented that in this economy it may not be possible to raise the rates enough to cover the
entire shortfall all at once. It may be better to start building that account up over time.

Ludvigson stated that since the Town has $100,000 in the bank, as long as the Town adds to that,
it will be raising the capital reserves fund. Mayor Snelgrove continued that he feels comfortable
charging the largest users more. A discussion was held regarding scenario two, which would
raise rates for base users by $5.00. Council member Major agreed that Scenario 2 makes sense.
Ludvigson suggested lowering the base number of gallons. The Council discussed the fact that
most users use less than 10,000 per month in the winter. Council member Adair asked what the -
definition of winter and summer is. Council member Melendez clarified that we read meters five
months of the year (May through September), most years, unless weather conditions dictate
otherwise. Council member Adair asked if the new system would enable the Town to read
meters year round. Mayor Snelgrove answered yes. Further discussion was held regarding the
accuracy of monthly meter reading, methodology and anecdotal experience.

McNeil Duncan explained that as long as the Town pays for the bond repayment principal and
interest without tapping the depreciation fund, it will be generating funds for capital reserves.
Mayor Snelgrove asked that the water fund budget scenario be revisited. Scott Kettle
commented that in some instance impact fees can be used to make bond payments as well. A
discussion was held. Council member Major proposed a combination of scenario 2 and 4 which
would generate $197,000 by leaving the base rate at $25.00, but decreasing the gallons to 10,000
per month and leaving the overages the same. This scenario funds depreciation and expense and
generates $4,000 for future expansion. Duncan said that was fine, as long as the Council wanted
to ask residents to fund future expansion. Council member Adair stated that either the Town

collects money up front, or it bonds.

Mayor Snelgrove then asked about the sewer increase. With an increase of $15.00 per month,
the sewer department would be able to put $28,856 in a capital reserve fund. Mayor Snelgrove
asked about lowering the rate to $12.00 per month. Council member Adair stated that there are
other expenses that are being incurred that are not being covered. He cited the meter at the sewer
ponds and the grinder at the Foothill lift station as examples. The total is $15,000 for both. The
funds are not included in this year’s budget. Nor is the bond payment. Ludgvigson suggested
that the bond payment, meter and grinder be taken from the checking account, which would still
leave $75,000 in the bank and that rates be raised to replenish the account. Council member
Adair stated that the Town needs to raise rates enough to break even, and fund depreciation.
Council member Melendez clarified that the $15.00 a month rate increase generates a surplus of
$26,000, of which $24,000 will be used to make bond payments. But the there will still be
$52,000 that goes in the bank from depreciation, plus the $63,000 for capital reserves.
Ludvigson stated that frequent smaller increases are more palatable that large, infrequent
increases. He continued that raising water rates by $5.00 per month and sewer rates by $15.00
equals a $20.00 per month rate increase for most residents. Kraig Powell reiterated that the




increased rates have nothing to do with new growth or new residents. These increases are
necessary to maintain the system the Town has in place now. Mayor Snelgrove asked if
everyone was ok with this information

Council member Adair asked if the Town should schedule a public hearing on the proposed rates
at the next Council meeting or schedule an additional meeting the next week to finalize what will
be said. Mayor Snelgrove and Council member Melendez stated they would both be out of town.
Scott Kettle stated that it would be good to get out some information before the public hearing.
Midway’s recent successful rate increases were discussed, and their use of a newspaper
education system explained. Kraig Powell stated that he believes it would be helpful to run
newspaper article in the Summit County News summarizing the situation, so that the information
doesn’t hit all at one time. Powell also suggested not voting on the rate increase the same night
as the public hearing. Mayor Snelgrove stated he is fine with the public hearing on May 12. He
asked how the other council members felt. Council member Melendez stated that his only
concern is that if the Town needs $15.00 a month, should the proposal be a higher rate. He
stated that $15 is the low point. Curt Ludvigson was asked to comment, and he stated that his
opinion was that you don’t give the public options. Council member Adair said to tell them the
truth. Ludvigson stated not to be afraid to tell the public that there is a need to fund depreciation.
He stated that grants and low interest loans are drying up. Council member Major stated that she
is ok with the public hearing on the 12", She also asked that the hearing be listing in the water
bills. Mayor Snelgrove stated that he would get with Alison Weyher to put something together
for the newspaper. Council member Major stated that she thinks it is important that the Council
all be on the same page. Council member Adair stated that he would like a chance to roll play or
come up with answers to questions that may be asked so that everyone is on the same page and
everyone has the same facts. Council member Major suggested producing a flyer that answers
all the questions, and offered to provide a flyer from another town. Council member Major
asked when the cuts necessary to have a balanced budget would be made. Mayor Snelgrove
stated that he and McNeil Duncan would do that on Friday and then present the proposed budget
for discussion at the May12 Council meeting. He explained that statutorily the Mayor and the
Budget Officer propose the cuts to the Council who then make modifications.

Council member Major motioned to adjourn. Motion seconded by Council member Adair.
Council member Adair Aye

Council member Major - Aye
Council member Melendez Aye
Mayor Snelgrove Aye

Meeting adjourned at 10:02 pm.

Attachments:

Rate Scenario Comparisons

Revised budget worksheets — including changes approved 4/26
Frontier Days budget




Follow up items:

Discounted rates for bank charges

Five year capital plan for roads

Additional funding sources for roads

Article for Summit County News

Flyer on proposed rate changes

Post tentative budget on website after May 12 meeting
Identify groups to receive Council Contributions
Explanation of reason for sewer telephone

These minutes weré approved at‘ the June 9, 2011 Town Council meeting.

R. Lee Snelgrove, Mayor

Alison Weyher, Town Clerk
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