
MINUTES

JOINT WORKSHOP MASTERUTILITY ADVISORY BOARD L CITY COUNCIL

CITY OF DUNNELLON

MARCH 21 2016 AT 300PM

Utility Advisory Board Chairman Hugh Lochrane called the meeting to order at 302
pm and led the Pledge of Allegiance

PROOF OF PUBLICATION The agenda was posted on the Citys website and City Hall
Bulletin Board on Thursday March 17 2016

ROLL CALL

UAB Members Present Hugh Lochrane Burt Eno Tom Brady arrived 307pm William
Descalzi Denise Rondeau Cynthia Williams Alan Wise

UAB Members Absent Chuck Daimler Jim Hicklin

City Council Members Present Nathan Whitt arrived 317 p m Walter Green Chuck
Dillon Johanna Soldato Rick Hancock

Staff Present Eddie Esch Jan Smith Dawn Bowne arrived 310pm City Attorney
AndrewHand

WaterSewer Fund and Bond Debt Repayment Plan Workshop

Utility Advisory Board Chairman Hugh Lochrane welcomed everyone thanked
Councilman Green for recommending this workshop and introduced members of the
Utility Advisory Board Mr Lochrane reviewed the agenda items outlining the purpose
of the meeting and noted that all of the subjects have a direct effect on the safety
and reliability of our water and sewer systems on our water rates and the ability to
move forward on projects outlined in the Utility Master Plan We are talking about the
viability of our wafer and sewer systems Reviewed budget rates and debt Need to
find an equitable path to restoring monies borrowed from the water and sewer system
Goal is to address all of these issues as complicated as they are and find resolutions

Bill Descalzi noted he has been researching enterprise funds and determined that
enterprise funds may only be used for enterpriserelated expenses Theres nothing we
can do about prior actions but with revenues expected to be generated we should
have more than enough to operate and put money in reserve

Rick Hancock distributed a report he had copied to all UAB and Council Members
written by the Florida Rural Water Association The problem is it is not recommended
but itis not zillegal to transfer funds from an Enterprise Fund Regarding monies over and
above the 14 million Resolution 201229 you cant hold someone accountable for
these losses but there is a moral and ethical accountability Funds were taken from
several sources Whether it is legal or not the users of any particular enterprise should
know that their fund is only used for the purpose it was intended

1



Johanna Soldato reported that she has been looking at the budget for a few hours
and it doesntmatter which way we look we are in trouble It is going to be very
difficult but we are down to the bare minimum Agrees that the water and sewer
should never have been touched and that we have some accountability We need to
go forward with some type of plan Need to look closely at what we really have in
order to see where we need to be Discussed lack of depreciation scheduleinthe
budget With depreciation assets list isnt up to date This already means the audit will
not be as clear as it needs to be This is a good start and we need to analyze and
come up with ideas

Burt Eno noted there is a rule that the communication enterprise cannot be supported
by funds transferred to it and thinks there was a law broken Understands what
Johanna is saying A lot of time over the past few years has been put toward this
problem We need to turn the page and do something All the decisions made by the
City should not fall on the backs of the water and sewer customers

Chuck Dillon noted that he agrees with Mr Hancock about resolutions When the
November election comes around suggest that we need a charter amendment
stating how we want the water and sewer funds to be handled If language is that it will
not be used for any other purpose we make a charter amendment This eliminates the
concern that different people sitting on Council have one rule to follow The priority is
that the 54 is refinanced We have 8 months to get this done and it should be the
number one priority is the balloon payment If we cannot address the refinancing of this
debt none of us will be here

Walter Green noted that heis pleased to be a part of this effort and this is an
education effort for all of us Before Mr Hancock joined the Council he mentioned
that this would be a good idea and wanted to acknowledge his recommendation

Rick Hancock followed up on Mr Dillonscomments How much homework have we
done toward sitting with a lender What is the process and what does it need to look
like Even looking at ways to reorganize Lenders include the state We are in a state of
emergency and the state offers loans If we are simply pushing off debt it is not the
way to handle it We need to be able to commit to whatever we decide

Nathan Whitt noted that he carries the optimistic view Greenlight was a bad move
but the City is not in the shape that Greenlight was in The system as it stands carries
value Applauds what the Utility Advisory Board has been doing Most cities have
bonded debt and believes that it is common not alarming The system itself is valued
at twice or more of what we owe in bond debt It is important to all of us to have this
system functional redundant and work toward reuse The wastewater reuse is a real
positive thing for the area the aquifer and springs Mr Esch has been working on this as
well

Bill Descalzi noted that he is in agreement with Councilman Dillon and looking at the
funds being generated we should be able to handle a 54 million debt reasonably
We have to look at the other monies that were stuck into that fund being the Citys
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responsibility The purchase of Rainbow Springs and Juliette Falls under the water and
sewer enterprises is a valid debt If we take a look at the situation we should charter to
create an authority We will call it the Dunnellon Area Water Sewer Authority The
majority of users do not live in Dunnellon Maybe by forming an authority with a
manager with Eddiesexperience who would hire the employees and get the system
away from the City This encompasses more than the 1700 people yin Dunnellon As an
authority we might be able to function and get a loan and work outside the City
Board of Directors Manager and employees Has state and federal regulations and
oversight

T Resolution 201229 Budget Amendments

Mr Lochrane summarized the resolution content and noted the need to find a

way to get some or all of this money back into the water and sewer fund

Johanna Soldato noted there was a 01 percent interest on that loan and needs
to know this first We need to look at the watersewer and general funds to see
what can be pulled out and put back into the watersewer fund Staffing
salaries 8K staffing survey in the budget and whatever we can get at the end
of the year Need to look carefully to see what can be pulled out These are the
kinds of things to look for to put back into the loan Need to be careful and make
sure we keep the infrastructure functioning and our capital expenditures
appropriate The depreciation schedule is not updated so do not know when we
need to make purchases Mr Lochrane confirmed and Ms Soldato agreed that
some it not all of this money should be returned to the watersewer fund
Discussion of how the funds might be returned to wafter and sewer legally and
the attorney agreed to take a look at the repayment process from a legal
standpoint

Chuck Dillon noted that the water and sewer budget should not include salaries
Discussion continued concerning some expenses being logical such as the
finance director however should determine a percentage rather than listing
individual positions Discussion continued on how to fund reserves for water and
sewer Mr Esch noted that there was a Public Safety Building Fund Reserve that
was being utilized that was transferred It was a restricted reserve Mr Esch also
noted that one of the components that needs to be factored in is we are
repaying the surcharge to Rainbow Springs This will be done in two years These
funds are currently reducing amount going into reserves After the second year
payment it would then go into reserve or capital improvements

Rick Hancock noted his appreciation for the letter Mr Lochrane wrote which was
published in the newspaper Sees the 14 same as the 54 All funds should be
repayed and Council should recognize the obligations We should stipulate that
until the obligations are settled in their entirety effective with the 2017 budget
allocation fees that are currently being charged to the water and sewer fund
should be absorbed by the City This promotes goodwill on the part of the City
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which has the burden of bond repayment It may not be a legal obligation but it
is a moral and ethical obligation

Walter Green noted that there have been comments made that only the citizens
of Dunnellon contributed to the water and sewer fund to start with and people
who lived outside of the City other than Chatmire are somehow not involved in
this issue Over 90 percent of the businesses are owned andor operated by
people who do not live in the City They are as important in determining how to
overcome this problem as anyone else

Hugh Lochrane reiterated the need to find solutions to an issue that affects all of
the water sewer customers businesses included The only thing he wants out of
this is a safe and reliable system and in order to get there we need adequate
reserves and to reduce the debt

Johanna Soldato noted that we need to get together and look at the budget Is
there a document we can look at that shows us what is needed and who will

have oversight once the loan is determined There is no advance plan The audit
of 2014 indicated that this would be coming due and nothing has been done
We need something in writing stating that this person is accountable and we
need to do it way ahead of time Right now we need a plan Mr Esch said to
please not think there has been no one looking at this We started two years ago
looking at the options Mr Lochrane brought the discussion back to Item 1

Nathan Whitt discussed Mr Hands comments from earlier as to what we can do

legally Mr Dillons idea for appropriating surplus at the end of each year is
good Just from what is being said today we are putting our best foot forward
Discussion continued regarding how to implement the process and getting the
debt paid and the desire to repay all debt whether legally or morallyethically
obligated Mr Dillon reiterated the need to put something in place that all future
Councils will have to adhere to because a resolution can be withdrawn

Mr Green read into record Resolution 201229 paragraph 2 and noted that the
obligation is in print and we need to show our obligation and live up to what we
said we were going to do We are not going to try to say this is not on our books
The City needs to show good faith Discussion continued regarding administrative
cost allocations how to establish a percentage and the need to review all of
the budgets Burt Eno noted that if the paper on which this agreement isnt worth
a dime and a resolution can be rescinded any time by Council then it is no
more binding or no more an obligation than the 33 million transferred under
Resolution 201318 So were talking about a total of 48 million If youre going
to look at a way of paying back the 14 million why not look at paying back the
48 million Discussion continued on the best way to obligate the funds and it
be a legally binding document Attorney Hand indicated that Council cannot
give away its legislative powers but iit could obligate revenues and the source
would need to be identified
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Walter Green invited the Utility Advisory Board members to make comments
Alan Wise noted that in listening to everyone we are doing the same thing other
Councils did with Greenlight by taking from other organizations ands putting into
this one and taking from that one putting into that one The City needs to focus
on generating revenues by bringing in bigger businesses and other ways to make
money so the City can pay off bills Its the same thing as before Need incentives
to get more businesses inhere It was agreed that the UAB would review these
recommendations and prepare for Council

2 BBBT Bond Payment Schedule as of Feb 29 2016

Schedule is provided for information purposes Johanna Soldato and Jan Smith
summarized the schedule and process for payments as well as auditor
recommendation Bond covenants require that we put 1 12th of what the
payment is which is what we do Mr Esch reported that they have had several
conversations with BBT and recently BBT came back with a different opinion
on where they stand We have talked to other entities one of which is USDA
Funding actually comes from a private lending source so in taking this direction
we have to put together an IRFP to lenders for the USDA backed loan Discussion
continued regarding this process The plan is to have the RFP out by midApril
Johanna Soldato will work with Jan Smith to develop a timeline Discussion
continued regarding the RFP and bonds Hugh Loehrane noted that we are only
concerned with the debt payment being in the budget Thirtysix cents of every
dollar goes to debt We have very little flexibility in terms of rates Discussion of
state of emergency statute finding a resolution or we might need to file Staff is
continuing to work toward the USDA backed loan

3 FY2016 Budget BBLT Debt Service

Provided for informational purposes

4 FY2016 Bond Balance

Jan Smith noted that this report shows the uses of the bond proceeds over the years
and shows we have133 million to use for capitali projects Expenses are coded
specifically to identify them as capital purchases and then added to this report
Discussion of bond proceeds being used for capital improvements and how shown in
the budget Monies available outside the bond proceeds come from connect and tap
fees charged for new construction projects

Hugh Lochrane made a closing statement and reiterated the ultimate goal is to have
a safe and viable system

5 Public Comment

Mrs Duggins thanked Mr Hancock for his comments Even though the water and
sewer issues came before it is still the Councilsand Citys responsibility Until it is
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solved the customers will not be satisfied You need to do what is morally and
ethically right There is a court order you need to be following but the opinion is
that it is not being done properly People need to stop making it seem as though
residents of Rainbow Springs and other community residents are the bad guys The
Rainbow Springs residents had nothing to do with the City buying the utility The first
they knew about it was the night it was voted on Thank you

Bill Vibbert discussed the need to utilize Florida Rural Water Association FRWA in
lieu of a consulting firm to save costs for rate study and engineering services
Discussion continued as to FRWA services offered for free and those that are cost

based

Johanna Soldato noted that she will work with staff to develop timelines for bond
payments RFPs and budget process Hugh Lochrane noted that we have come to
some conclusions and direction toward repaying this money Tom Brady noted that he
has learned a lot and is encouraged to hear from Council words like morally and
ethically and hopes the Council will work together and become a cohesive group and
create solidarity

6 Adjournment

The meeting was adjourned at 514pm

Hudk L chrane Chair Teresa Malmberg Admi Coordi ator
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