June 11, 2007 Council Workshop


CITY OF FOUNTAIN INN COUNCIL WORKSHOP MINUTES
JUNE 11, 2007 - 6:00 PM

      All council members were present except Jay Thomason and Louie Chambers.

Staff present:  Sandra Woods, Debbie Kvist, Eddie Case, Roger Case, Janice Davidson, Cathi Avery, Rodger Terry, Mike Pitman, David Benfield, Dale Watson, Ronnie Myers, Russell Alexander, Richard Inman, Phillip Brown

Visitors: 1

WELCOME/CALL TO ORDER
Mayor Long welcomed everyone and explained that Councilman Thomason is out of town and Councilman Chambers is ill.  Mayor Long explained this is a relaxed meeting, but we will still follow Roberts Rules of Order in this meeting.  

HEALTH INSURANCE BIDS
David Gibson explained there are a couple of mandated changes on the plan that Blue Choice made.  They made the changes on every plan they sell to in the state.  One of those is – if you notice on your deductible it was $1,500 and $3,000 which means two per family.  They went to three per family.  We used to be three per family, last year they went to two, this year they went back to three.  The office visits, specialists, vision, preventive, urgent care stayed the same.  They changed the drug card a little bit.  It used to be an 8/30/50 – they have changed it to 8/35/55.
We did receive another quote from United Health Care, but it is not recommended that we go with that plan.

Wanza Bates confirmed with Debbie Kvist that the city is still reimbursing an employee $500 if an employee reaches the $1,500 deductible.

David Gibson explained the following benefit changes that could reduce our 15% increase this year:

1) Change the diagnostic outpatient benefit from $100 copay then 90% coverage for facility charges, and deductible and coinsurance for the provider to deductible and coinsurance for the entire charge.  Savings = 6%

2) Change the out of pocket maximum from $2,000 to $2,500.  Savings = 2%

3) Change the coinsurance from 90/70 to 80/60.  Savings = 2%

4) Eliminate the EAP Program. Savings = 1%

David Gibson commented that our dental carrier, Gaurdian, would give us the EAP   Program free.

David Gibson recommends Blue Choice for renewal.  He is still in the process of getting other quotes that will allow him to get competitive rates.  The employees have been very happy with Blue Choice service, benefits and network wise they are very good.  You have the freedom to go anywhere in the country for care without a referral.  Those are items other carriers cannot give you.  Rates have gone up very little the past few years.  We do have an unusual situation this year due to two large ongoing claimants.  This contributed to an overall loss ratio of 106%. An insurance company breaks even at around 81%.
David Gibson recommends to go with #1 and #2 benefit changes.  Savings 8%

Premium for various changes:



Current
Renewal
Change#1
Change#2

Employee

$310.75
$357.36
$335.91
$329.19
Emp/Spouse
$637.50
$733.13
$689.14
$675.35

Emp/Child

$472.50
$543.37
$510.76
$500.54
Family

$764.75
$879.46
$826.69
$810.16
Wanza Bates recommended the Insurance Committee meet and review the changes and bring back a recommendation to Council Thursday night.

Eddie Case commented that we were under the assumption that we had to sign a 12 month contract to renew.  That is not the case.  It is on a month to month basis.  We wouldn’t be shooting ourselves in the foot if we agreed to go ahead, get a better quote in a few weeks. 
It was agreed to let the Insurance Committee make the recommendation. 
GAS DEPARTMENT – CLARIFICATION OF POLICY CHANGES
Eddie Case explained we have had questions come up from Council members and some complaints concerning the new policy that we adopted in April.  We want to make sure that Council understands what they approved.

Mike Pitman reviewed a time-line that explains when the customer gets their first cubic foot of gas to the date when payments are due, penalties and cut off for non-payment.
1)  After a customer receives their first cubic foot of gas they are mailed a gas bill 45 
days later.
2)  The bill is due 15 days after the bill is mailed.
3)  The customer is given 2 extra days from the time the bill is due before they start 
receiving late fees. 

4)  The 3rd day after the bill is due the customer will receive a delinquent notice.

5)  The customer has 11 business days to make payment after receiving a delinquent 
notice. 

6)  On the 11th day if payment is not received they will be cut off.  That also depends 
on the weather.  If it’s during the winter and it’s 32 degrees outside we will not 
cut off.  What we have done in the past is hung door hangers.
It takes 74 days before a customer is at risk for cut off.  So a customer has received two months worth of gas before they run the risk of being cut off.  The down side to the gas company is that 50 days after the first day of flow is when the gas company has to pay the gas bill.

The way our policy is set up now is once the customer is cut-off they have 60 days from that point to pay their delinquent bill.  If they don’t pay it they run the risk of being assessed the $60 per month penalty.  The penalty is retro back to the date the payment is due.  So if you look at our policy…from the day they receive their first cubic foot of gas to the day that they assess penalties is 134 days (4 months).

Eddie Case explained that this does not affect any customer that pays their bill on time.  We have had people that will pay their gas bill until spring…they may owe $100 or some may owe $1,500.  We would cut them off.  There was no penalty from that day until it was cut back on other than a reconnect fee.  Those people were riding us all summer long.  They would come in, plead their case, we would work out a payment plan, they paid their bill and $60 reconnect fee.  This is what the committee/staff recommends in order to combat this from happening.  
Berry Woods commented that we have business and industries that are doing the same thing. 
Mike Pitman explained since the beginning of the year we had 379 cutoffs totaling $46,000.  February, March and April we have not had as many cutoffs, but as it starts getting warmer people don’t need the gas and they get cut off for non payment.  Year to date as of June 8, 2007 we have had 227 cut offs…the balance to the city $63,027.57.  A lot of those are renters.  We will probably never see that money.  We’re hoping through the collection agency we have that we can get some of it back.

We’ve only collected $525 in deposits from the 227 cut offs.
Eddie Case commented that the new policies will be on the new website.

Mike also wanted to point out that we sent out 5,792 delinquent notices at a total delinquent balance of $810,000 for the first five months of the year.

Wanza Bates recommended putting a notice stuffed in with the bills explaining the new policies.

GENERAL NEEDS DISCUSSION
Eddie Case explained that we have been working, as early as last fall, on a vehicle, equipment, repair and replacement program.  To my knowledge this is the first vision that the city has addressed looking long range at what it’s going to cost to operate, repair and replace vehicles in the future years.  It has been a long time coming.  Department Heads and employees have worked very hard trying to determine what is realistic, desires, etc.  A lot of it is based on fact and a lot of it is based on what we believe to be in the future.  We have to begin somewhere.  When it deals with capital improvements, as you all know, we have not done any major capital improvements. To give you an example, police cars, public works, fire, recreation, grass cutting equipment that is so important to the continuation of the growth of our community.  It affects the economic impact that we have with ISO ratings, personnel and personal pride that we have left sitting on the table for many years.  To say the very least is the safety of this equipment.  We have called upon Teressa Cawley to help assimilate this information.  You have a printout of all the departments before you as to what those desires will be.  This is a workshop session.  I do not anticipate you make a decision on this tonight.  It is upon staff to determine how to fund this.  It will cost money and we will make those recommendations at a future time when you tell us that this is what we believe and what you believe is in the best interest of Fountain Inn
Teressa Cawley: You all have spreadsheets…this is about nine months of work that it has taken us to get to this point.  We have worked collectively with the administrative department.  We have sat down on various occasions with the department heads and people within each department to really get a list of everything that the City of Fountain Inn has from equipment and vehicles.  We found so many old things and equipment that are requiring excess in maintenance costs.  Some vehicles have no air bags, so you are getting into safety issues with a lot of these pieces of equipment.  I can’t personally tell you that a department does or doesn’t need a particular item, but I can tell you that the department heads…this is certainly not their wish list and we never heard from them again.  This is a list we have worked with, massaged, had sit down meetings, talked then revised and revised and I can tell you from a departmental stand point that they certainly took the time to really say these are my crisis issues…here is what can wait a year or two.  There has been a lot of thought.  When you look at the needs…it’s likely you’re going to walk away and say this is too overwhelming, but when you have the time to look at it, absorb it and understand what’s being replaced you will see it was done in a methodical fashion.  What we want to do tonight before we go to the next step is to present to you department by department what the needs are so you can think about it and digest it.  The next phase would be for you to decide if this is what you want to carry forward with and then we will go to the funding side from there.  

Eddie Case asked if we could deviate and let Teressa explain the state statute at this time.
Mayor Long agreed.

Teressa Cawley:  As you know there has been a lot of changes in the legislature in Columbia recently.  One of the biggest changes that has certainly chipped away at Home Rule is the cap on what your Millage rate can increase every year in addition to what the maximum of load you can have in reassessment.  The particular piece that Eddie is talking about is…lets say you look across the board and decided in your operation whether it’s health care costs, merit increases, annexation cost, etc. You might say hypothetically…lets say you needed 10 mills to accomplish all you need to.  Historically you could do that…what the law currently says is that your increase is limited to your population growth plus the CPI.  In this particular year the Budget and Control Board sent a letter to all governmental entities in the state…our letter to the City of Fountain Inn says the Consumer Price Index increased 3.2% and that the population of Fountain Inn increased 5.5% from 2005 to 2006.  The maximum you could increase you Millage in this upcoming tax year would be 8.7%.  What that means to you is 5 mills.  It certainly causes one to have to plan ahead and see where we want to grow as a city.  We have a master plan, we’re looking at annexation issues, we want to grow, etc.   It really forces you to not only think of this budget year, but about what you have in the future which is part of the reason you adopted the Equipment Repair and Replacement Program that you want to have a long term plan for your capital so that even though you may not need capital for two or three years your planning for it today because you have a limited amount of increase now that the state says you can increase your Millage.
Your state does allow you to increase your Millage to pay for General Obligation debt.  So if you issue bonds in addition to that 8.7% that they said we can increase this year…if you issue GO Bonds you are allowed to levy whatever Millage is required to pay for your GO Bonds.  I think Eddie wanted you to understand that this new statute is in place and it really is a serious thing that has to be considered.  It is not cumulative so the 8.7% you have for this tax year…let’s say we don’t need it for this years budget so we’ll do it next year.  It goes away.  Next year it’s back to ground zero.  Let’s say the CPI is 2% and you had zero growth.  You could only increase your Millage 2%.  So there is a lot of conversation across the state where some entities that have not had tax increases have said we have got to plan for the future so we are going to take a little bit of our growth every year so that we have the ability to bank ourselves financially secure for the future.  This is something you need to take into consideration as you go forward into the future that the ways of the past, at least until someone works with the legislature, is gone for now.
Wanza Bates expressed that there are some blatant things that are not in here.  When we are talking about a capital plan we’re not just talking about vehicles and equipment.

Teressa Cawley:  This plan was solely to start with vehicles and equipment.  It wasn’t in any way done to do real property as well.  This was the start which was equipment and vehicles.

Wanza Bates:  We really need to consider…like recreation equipment…like the swing sets and the things that have 10 and 15 year life cycles…sidewalks, buildings are not in here. We have not considered capital improvements and assets which are very critical.  I don’t want to make a decision just on vehicles and equipment.  We ought to be at a certain level in terms of our replacements costs.  We need to see this in a spreadsheet city wide.   What does a five mill increase translate as actual dollars against what the need is?  If you take the capital assets and add some of this other stuff in and stretch it out over replacement time frame.  Even if we went for the max of 5 mills this year are we falling short by how many dollars?
Teressa Cawley:  This capital would not be in that 5 mills because this would be GO Debt.  You have your Millage for the GO which is this stage of the capital that we are in and then the statute limits what you can use for operations so that is where the Cap comes in.  You could do a Millage increase for your General Obligation Bonds plus a Millage increase which is population increase plus CPI.   I will say that exactly what you are talking about is what we are doing.  I know that this may not look like much but, it has taken a long time to get the vehicles and equipment.  We started discussion but, we are not ready to talk about it yet on other capital…for instance the sewer expansion is totally covered by sewer.  The Gas Department is not covered by the statute.  It is a separate enterprise fund and it runs on its on.  The Fire – which we are going to talk about with the contracts with Greenville County and Laurens County – separate issue.  These are parts that purely have to come out of the general fund of the city and have no other funding place.  These are the vehicles and equipment that we are going to present.  If you concur that there are these needs, then we also need to then add in the real property.  Once we have a collection of vehicles, equipment and buildings then we have to come to you and give you the financing options to do all this.  That is definitely the track that we are heading down.
Wanza Bates:  Are you trying to prepare us for a vote on Thursday?

Teressa Cawley:  Oh no…this is literally a workshop to let you know do date where the departments are to date to give you an idea what the magnitude is for just vehicles and equipment before we add buildings, sidewalks and roads into place.  
Leonard Henderson:  You’re talking about raising taxes every year?

TC:  I’m saying what the new statute allows you to do.

Leonard Henderson:  Well you raise taxes and you’re making a lot of enemies.

TC:  I’m not recommending that…

Leonard Henderson:  You’re making enemies…I know it takes a lot of money to run the city.  But raising taxes every year is hard on people.

TC:  What Eddie wanted me to explain was that if you decide to raise taxes at any point the state is going to tell you what the amount you raise it is.

Leonard Henderson:  That gives them heartburn when you do that every year.  I know because I hate to see my tax come in.

TC:  As we go through this if you have any questions on your departmental needs we certainly welcome that you ask and the department heads can help me out with the answers.  The first spreadsheet here is the Police Department.  They have a total of just under $215,000.  These are the needs they have in the next two or three years. Yellow is 2007, Blue 2008, Beige 2009 so that gives you a feel of when the replacements will take place.  The police chief went into detail in the notes column of where cars are transferred to.  Any questions on this spreadsheet?
Mayor Long:  I don’t think we have time to digest all this right now.

Wanza Bates:  I don’t think we are qualified to make an opinion on this right now.  I’m not intimately involved with the police department on a daily basis.  I don’t know what their needs are.  There’s got to be some staff person or you as a financial strategist or somebody to say this is a bonafide need or if I’m looking at public works I’m saying this is all the equipment they have, but is there some equipment out there that is better than what they have instead of having 50 pieces of equipment they can get by with 5.  I just can’t make that decision.  One thing…Teressa has the ability to take all this stuff and we say this is how much we need…if staff is telling us the truth and they have been blessed by the City Administrator or Mayor or whoever is reviewing it if these numbers are accurate this is what I think it’s going to take.  We need you to help us think the financial strategy.
TC: The City Administrator has been involved in every aspect across the way on the needs.

Roger Case:  We have already done that and that is why Teressa is in front of you now telling you this is our needs.  This is our immediate needs as highlighted and she is going to tell you how to finance this.

Wanza:  Tell me the financing options.

TC:  What the administrator wanted is to give you a feel of what the needs assessment looks like.  Any time you develop a program the first stage is needs assessment and we have that here exclusive of real property. 

Eddie Case: Wanza you have before you the police department, you’re in charge of the police department.  The Police Chief, the Financial Advisor and myself and his department made these recommendations as our capital needs over the next few years…when they need to be replaced, how they need to be done and we’re going to come back and tell you how to finance that.  Charlie…the same thing with the fire department, Berry is in gas, etc.  We are asking for you to digest this now and I understand you are not involved in a day to day basis that is why we believe this to be the correct information. You will make the final decision based upon how we pay it back, etc. We are going to come back and give you that financing information on how to do this.  This is the staff and the Administrators and Financial Advisors recommendation.

Wanza Bates:  I didn’t mean to offend you all.  I already know that this is so mammoth…I am so tired of us taking equipment out of operational money.  I am ready for the plan.  We just need some options.  How bad is it…
TC:  We can certainly go to that point if that’s the point that you want to go to because I agree when you say mammoth…this was a major undertaking of these departments.   I started with a schedule of everything you have, the year you acquired it, maintenance costs, how much do you use it…it was a big undertaking and this is the summary of it.  If  this is overwhelming now we won’t go department by department, but I ask you to digest department by department and direct the administration if this is something that you want to know more about and how it can be funded just direct him how to carry on.
Berry Woods:  In the past years we pretty much did what we needed to through funding.

TC:  There is a lot of neglect here.

Mayor:  We react to the problems.  We need to be proactive than reactive.  That is what we have been in a state of reaction.  To have our police and fire and make sure they have equipment out there that is going to work and be safe or endangering themselves when they take off to help someone…
Berry Woods:  I understand where you are coming into this is helping us fund this program.

TC:  Certainly to fund it, but really it was to help put together a plan.  Part of putting together the policies that you all adopted and then gathering up…getting to the point of how much we needed and how to pay for it.  So this was just really phase one of the plan.  I know sitting before the recreation department…one of the employees mentioned he didn’t want to drive a vehicle to the Wal-Mart super center because it simply wasn’t safe. No air bags. That really is not a good situation. 

Eddie:  Berry…one thing for information for you and council approximately in1994 and 1995 somewhere in that neighborhood…because the government doled out money $100,000 in revenue sharing.  Since that time it has ceased.  During those ten years following that plush we have been reacting.  The savings are there, but also under the financial policies that we are in the 25/35% retention figures that we adopted with the budget.  We are going to give you a plan in order to pay for this.  I just want to be sure that you have the benefit of all the information of what we are replacing, when we are replacing and proposed.  Please take the information and digest it.  If you have questions feel free to direct them to me or the department heads.  Wanza, we are definitely working on capital expenditures that relates to parks and recreation and greenways…one at a time.
Wanza:  It’s not just that.  If we are looking for a real financial picture lets make it real.  What we are going to have is this financial picture, we are going to make a decision, but we will not have included the repair of streets, sidewalks, swing sets, buildings, etc.  We are going to hurt ourselves.  One of the things Teressa is very good at and why we hired her is so we have a holistic plan for this city because we don’t have the kind of reserves in natural gas after we make some decision that we have had.  If a police car costs $30,000 and the life cycle is five years.  Every year we need to put aside $6,000 so at the end of the five years you have the cash to replace the car.

TC:  I want you to know that what you are asking for is…we are working on that.  It’s all part of the ultimate plan.  You decide we’re ready to go forward with that we will complete the building and real property needs.  Ultimately it gets merged into one finance plan, but it’s as you say it’s too mammoth of a task to hand it all to you at once.  We chose not in sewer, fire and gas…everything else was to be vehicles and equipment first.  Sewer, fire and gas are different animals and those have planning that is significant for all three of them.

Mayor long:  Considering the time…we need to move on to executive session.  We have a lot to discuss with the Greenville County Fire contract.
It was moved by Leonard Henderson, seconded by Charlie Thackston to meet in executive session.  Mayor Long asked Teressa Cawley, City Administrator, City Attorney and Chief Watson to remain in chambers.  All aye.
Time:  7:33 PM

Back in session:  8:39 PM

Mayor Long explained we are back in regular session.  While we were out we discussed the Fire Districts and the contracts and what we needed to do in order to keep our contract live with Greenville County.  We took no votes.  If I hear no objection we stand adjourned.

Time:  8:30

Respectfully submitted,

Sandra H. Woods

City Clerk and Treasurer
EXECUTIVE SESSION
GREENVILLE COUNTY FIRE CONTRACT

ADJOURN
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