STATE OF NORTH CAROLINA
COUNTY OF RUTHERFORD

TOWN OF RUTHERFORDTON

April 13, 2011

The Rutherfordton Town Council held a special meeting this day at 6:00 pm, in the Council room of Rutherfordton Town Hall, 129 North Main Street.  The purpose of the special meeting was to receive the Financial Planning Study for the Sewer Enterprise Fund completed by Jacobs Engineering Group.  Mayor Dancy welcomed all present and called the meeting to order with the following Councilmembers present:  Stan Clements, Christy Bare, Terry Cobb and Bob Jones.  Also in attendance were Bill Zieburtz with Jacobs Engineering Group, Finance Director Rus Scherer, Public Works Director Keith Ward and Town Manager Karen Andrews.
Mr. Scherer introduced Bill Zieburtz with Jacobs Engineering Group.  Mr. Zieburtz has analyzed the financial aspects of the Town’s Sewer Enterprise Fund.  
Mr. Zieburtz discussed aspects that drive the rates for the sewer enterprise fund; such as decreasing non-residential customer base, having no increase in sewer rates for 5 years (between 2002 and 2008), revenue requirements for operating and capital needs, utility rates are 30 % higher and growing faster than inflation, and rehabilitation and repairs needed on the existing system.  The future for the system needs to have a planning process dealing with rehabilitation of mains, and pumps; preparing for future “internal” growth within our service area; expansion of gravity sewer lines to capture more customers; and being prepared to take advantage of external opportunities.  
Projecting future spending for the sewer enterprise fund is necessary to meet regulatory requirements; requirements for reliability, to maintain our asset base, and to grow our customer base.  The approach is one of asset management: one of diagnostics and preventive maintenance to reduce wear; life-extending rehabilitation and eventual replacement; and to enhance reactive maintenance to deal with breakdowns.

To determine the required rate increases, a projection of revenues and expenses, capital spending and debt service payments for the ten year planning period was developed.  Using the growth projections and the projected CIP, the financial model projects revenues, operating expenditures, debt payments and net income.
The model developed allows for base charge and volumetric rate increases to be adjusted independently.  The ability to adjust the base charges independently allows the Town to address the increasing fixed costs associated with running the utility.

Mr. Zieburtz explained numerous graphs presented to Council and will include those in the final report to Council.  After completion of the study, in order to maintain the viability of the Town’s Sewer Enterprise System it is recommended that the Town enact rate increases of $1.65 for the base charge, and 7% for the volumetric rate effective July 1, 2011, in order to provide adequate resources to meet the revenue requirements of the sewer system.  The revenue sufficiency model projects the need for additional rate increases of $1.50 for FY 13, and $1.25 for FY 14 through FY 21 for the base charge, and 5% for FY 13, and 3% for FY 14 through FY 21 for the volumetric rate.  Jacobs Engineering Group recommends the Town review the projected increases in each year prior to adoption to confirm that the projected increases are sufficient in light of actual results for customer growth, customer usage, rate and other revenues, operating and capital expenditures, and any other changes.
Councilmembers asked several questions of Mr. Zieburtz.  Mr. Zieburtz said the rate charts will be included in the final report for Council.
Being no further business, at 7:32 pm, Councilmember Jones made a motion to adjourn, with Councilmember Bare seconding.  Motion passed unanimously.
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