
City Council Minutes


February 20, 2013

COUNCIL MINUTES
The City Council of the City of Raleigh met with representatives of the Public Utilities Department and members of the Water Utility Transition Advisory Team (WUTAT) at the first annual retreat at 8:00 a.m. on Wednesday, February 20, 2013 in Room 305 of the Raleigh Municipal Building, Avery C. Upchurch Government Complex, 222 West Hargett Street, Raleigh, North Carolina, with the following present.




Mayor Nancy McFarlane, Presiding




Mayor Pro Tem Eugene Weeks



Councilor Mary-Ann Baldwin




Councilor Thomas G. Crowder




Councilor Bonner Gaylord




Councilor John Odom




Councilor Randall K. Stagner




Councilor Russ Stephenson
Also present were City Manager Allen, Public Utilities Director Carman, and a number of staff members from Public Utilities and representatives of WUTAT.  The following items were discussed with action taken as shown.  

WUTAT RECOMMENDATIONS – APPROVED TO BE INCORPORATED INTO THE BUDGET; ENVIRONMENTAL SERVICES AND PROGRAMS TO BE INCORPORATED IN THE CITY’S LEGISLATIVE AGENDA AND VARIOUS REPORTS RECEIVED
Public Utilities Director John Carman welcomed everyone to the meeting pointing out hopefully this is the first of the annual retreats and he wanted to talk about effective utility management principles utilizing industry standard approaches which have 8 areas of focus.  He pointed out the City Council formulated the Water Utility Transition Advisory Task Force which worked on developing the framework and guiding principles.  He indicated they incorporated the WUTAT recommendations into the Public Utilities strategic plan and recommendations made to the City Council.  He stated Council members received the full report from the Task Force.  He pointed out one of the recommendations in the Task Force included having a joint meeting every February to look at various utility issues and develop framework for the fee structure for the coming year so that it can be incorporated into the Public Utilities Department budget and give customers including merger towns advanced notice of the proposals.  
Mr. Carman pointed out he thought some of the Council members had to leave early so the agenda would be changed some what.  He talked about water quality and water quantity and typical customer consumption as well as the Creedmoor proposal that had been received and reviewed by Council.  He talked about the advantages of all operating under the same rules and regulations, touched briefly on the history of changes, conservation efforts, new rates, uses and philosophies.  He pointed out Raleigh currently is the 42nd largest city in the country and our utilities serve over 500,000 people which is the 33rd largest utility in the country.  He talked about the concept of going to two rates in 2010, history of customer behavior, and consumption, the development community responding by having energy efficient appliances in new homes, businesses, etc. 
Mr. Carman talked about the American Water in Nevada, compared the average water bill in Nevada to the average in our area, our customers responding with a high level of conservation and, the fact that we have a large day time population.  He cautioned everyone to be very careful in comparing consumption, rates, etc.  

Mr. Carman talked about the organizational changes in the Public Utilities Department, the pre and post merger organization, an ongoing study of how we operate the Public Utilities Department and pointed out of the 589 approved positions in the Public Utilities Department, 61 are vacant.  He again talked about the 8 areas of focus, rates, development fee, reimbursement and how we need to develop a system so we can go forward with a defensible method of determining charges.  He talked about the difficulty in comparing the various cities as it relates to consumption as many cities have many different utilities, etc.  
Assistant Public Utilities Director Massengill provided information on trends and consumption, providing information on who uses the water broken down by residential, institutional, multi-family, differences in how residential is metered, how much is used for personal use or in-house use versus irrigational use, need to look at the weather cycle and whether we need to look at a shift in the tiers and the resulting impact on revenue.
Assistant Public Utilities Director Wheeler presented information on water demand summary, talked about aggressive conservation efforts during droughts, information on water consumption in the Raleigh area versus statewide, etc.  The water usage by customer type, single-family residential verses multi-family residential and differences that may generate was also touched on.
Assistant Public Utilities Director Massengill pointed out they have done additional work with Raftelis our financial consultants to evaluate the revenue, expenditures, coverage ratios, rate recommendations, etc.  He stated last year it was decided to put all of the volumetric rate increase on the water side of the bill.  The goal is for water revenues to pay for water system cost and sewer revenues to pay for sewer cost.  He stated this year it is recommended that all the rate increase be on the sewer side since water revenues continue to subsidize wastewater expenses to the tune of some $7.4M.  The recommendation is that the equivalent of a 7% water and sewer volumetric increase forecasted for FY14 by the previous rate models be completely applied to the sewer rate which would result in a 14% sewer rate increase and no changes to the water rates.  He referred the group to the various rates which would result.  He stated they had also evaluated the water and sewer administrative charges and identified fixed cost that can be attributed to base charges; therefore they are recommending that the administrative charges for the future be calculated based on the actual direct and indirect cost associated with utility billing, meters division, administrative division and capital improvements division and a portion of debt service.  They are recommending a range of 5 to 15% of debt service for all customers since all benefit from capital projects.  They recommend including a 5% debt service this year and gradually increasing that to 15% over the next several years.  He pointed out rate sheet provided reflects a 5% debt service to be included in the administrative rate.  
Clerk’s note:  The changes recommended by staff include a change in the sewer consumptive rate from $3.35 per hundred cubic feet (ccf) to $3.82 per ccf; increases in administrative fees from $5.81 each monthly to $5.98 for water and $6.56 for sewer for 5/8-inch meter customers.  There will be no increase to the water use rate per volume.  The proposed rate increases reflect an increase of $3.74 per month for a ccf residential customer.

Mr. Massengill stated they had investigated additional revenue sources such as an infrastructure renewal charge to address the cost to replace the aging infrastructure, a drought charge to address periods of reduced revenues during droughts or failures of some kind and a fire line charge to recover cost associated with infrastructure cost associated with fire, flow demands.  They are recommending deferring any infrastructure or drought charges until the impacts on the merger towns can be addressed and a communication plan implemented.  They are recommending deferring the fire line charges until the cost of service study can be performed to evaluate the cost, uses and demand impacts.  It will also provide additional information needed to evaluate other possible inclusions.  

Mr. Massengill talked about commercial rates and pointed out we do not have the information to make recommendations as to whether any of these should be changed.  He talked about work that Raftelis is doing and they have received a draft report and would be coming back with further recommendations on development fees, etc.  
Mr. Stagner asked about a strategic plan for replacement of the infrastructure pointing out he would like to see everything that goes into that.  
Public Utilities Director Carman talked about the strategic planning effort and the need to let the public and everyone know that the Council has approved these proposed recommendations for budget purposes.
Discussion followed on this financial planning model, revenue sufficiency and rate projections as it relates to merger plans, consumption per capita, the fact that merger town rate increases haven’t been programmed into the rate model, merger payoffs, revenue sources including the general revenue rate increases, operating expenses, indebtedness, the adjustment comparisons related to the size of the line and how the line sizing is determined.  Discussion relating to these for multi-family residents versus single-family residents, meter sizes, how they are calculated, how the rates are calculated based on line sizes, use of best practices, the fact that line sizes are some what dictated by the fire code and the fact that the customer decides what size meter is needed for their development.

Assistant Public Utilities Director Massengill talked about infrastructure replacement, paygo, the lack of a strategic plan for infrastructure replacement, cost of developing such as plan and audit of the system.  In response to questioning from Mr. Gaylord, Aaron Browder talked about the plan that is underway relating the asset management plan and allocation plan that is underway and the hope that it is finished by the fall of this year so we would have the information available for the FY15 budget.  Mr. Stagner expressed concern that we do not have that information available now, the progress on the plan and the need to have the asset management plan completed.  Mr. Stagner asked about the number of breaks in our lines and how that is paid for with Mr. Massengill pointing out we use paygo money but the asset management plan when completed will help us address that type issue.

Mr. Stephenson talked about the proactive mode of the Public Utilities Department in developing the asset management plan, talked about support for the drought management plan so that we do not build our infrastructure to serve the largest possible event.  

Public Utilities Director Carman talked about the health of our infrastructure throughout the various locations, the impact of our fee structure on development throughout the area, the age of our infrastructure plan in various areas, and return on our investments.  Mr. Odom moved approval of staff’s recommendations as outlined.  His motion was seconded by Ms. Baldwin.

A discussion took place on upcoming revenue bonds scheduled including refunding of bonds from 2005, 2006, 2008 and the savings we project that will incur.  
Development fees and studies underway to make sure we are charging them correctly and a defensible manner and work Raftelis is doing.  The definition of development fees which are one time charges accessed to new water and sewer customers or developers to recover a proportional share of the capital cost incurred to provide service availability and capacity to new customers.  The include acreage fees, capital facility fees which were formally known as nutrient reduction fees, staff has asked Raftelis to develop a cost justified calculation of system development fees, cost of treatment with only the cost of treatment expansion included utilizing cost based on depreciation value of the asset, etc.  A report will be made back once the study is completed. 

Public Utilities Director Carman pointed out there was discussion about the formation of a utility advisory board that was left up in the air as there was discussion about merging the Stormwater Utilities and the Public Utilities Division; however that did not occur.  We have sort of left the UTAT dangling.  He stated Staff feels comfortable responding directly to the City Council but pointed out there are benefits of having an advisory board.  Discussion followed with various Council members talking about the benefits of an advisory board, the tremendous work done by the UTAT, comparison with the Stormwater Management Advisory Commission and the work and issues assigned to them and the value provided by UTAT.  Whether the UTAT should be dissolved and whether they should make recommendations as to possible future work with it being pointed out that would just add another responsibility Mr. Odom moved that the Council formally dissolve the UTAT and express appreciation to them for a job well done.  His motion was seconded by Ms. Baldwin.  
Mary Brice, a member of three different groups assembled to look at utilities and Bill Holloman who has served on two of the Task Force talked about the work of the Task Force, the value and benefits of the group, and the feeling that in the absence of great issues, or assignments, may be it is best to dissolve the group.  The motion as stated was put to a vote which resulted in all members voting in the affirmative except Mayor McFarlane who voted in the negative.  The Mayor ruled the motion adopted.  

The remainder of the work session consisted of various employees providing an outline of the work programs, an initiatives and strategic plan of the Public Utilities Department.  The reports were presented by various people with points of discussions or questions as follows:

Carolyn Dumas – Communications Office – Stakeholder Outreach.  Ms. Dumas described the various strategies being utilized.
Assistant Public Utilities Massengill talked about an RFP which was issued and recommendation is underway relating to the selection of multi-companies to prepare different statements, public service announcements, etc. on an on-call basis with maximum contract amount.  Mr. Odom talked about the need to provide advance information to involved property owners relating to the easement clearance program underway by the Public Utilities Department.   He feels we need to start the notification process much earlier.  Mr. Gaylord had comments relative to the suggestion box.  
Legislative Agenda

City Attorney McCormick indicated Council members received the following proposal from the Public Utilities Department relating to environmental services and programs:

As we begin 2013 there are a number of national and statewide issues under consideration that would Impact future regulatory costs, day to day operations or the fundamental structure of the water, wastewater or stormwater utilities and the Solid Waste Services (SWS) Department.  Our staff thought it prudent to develop a list of pending or potential legislative items and seek pre-approval from City Council to make formal comment on behalf of the City or seek legislative relief through direct communication via the City Attorney’s office with CORPUD, Stormwater, or SWS staff support. 
In addition, Public Utilities Director John Robert Carman serves as a member of the Board of Directors for the Association of Metropolitan Water Agencies (AMWA) and Assistant Director T.J. Lynch serves on the Board of Trustees for the North Carolina American Water Works Association (AWWA) and Water Environment Association (state chapter of the Water Environment Federation).  In these roles they and other Public Utilities staff members will be asked to attend one or more organizational meetings in Washington D.C. to meet with Congressional members and encourage support of legislative items listed below. 
National 

On a national level, our requested authorization falls into two (2) categories.  The first is support of the legislative agendas developed by the water sector professional associations where the City holds membership.  These include the Association of Metropolitan Water Agencies (AMWA), the Nation Association of Clean Water Agencies (NACWA), the American Water Works Association (AWWA), the Water Environment Federation (WEF) the Southeast Stormwater Association (SESWA), National Association of Flood and Stormwater Management Agencies (NAFSMA), the Solid Waste Association of North American (SWANA), the American Public Works Association (APWA) and the North Carolina League of Municipalities Regulatory Advisory Group (RAC), Separately and collectively, these organizations seek to influence pending rulemaking and ensure funding sources such as the State Revolving Fund (SRF) continue to remain Congressional priorities.  The second (2) category is direct response to proposed and pending federal rulemaking, ensuring that proposed rulemaking follows establish health and risk based approaches and that sound science is used to establish priorities for limited local resources. 
In particular, 
1. Express support with Congress for the U.S. Environmental Protection Agency (EPA)’s continuing emphasis on establishing environmental priorities based on sound science and not individually as an issue receives public attention.  This is the basis of the Clean Water Act (CWA) and the Safe Drinking Water Act (SDWA).  To accomplish this goal EPA should: 
a. target resources at reducing the highest demonstrated risks to human health, 
b. develop solutions to environmental problems using an integrated approach, examining au sources of a contaminant, 
c. emphasize pollution prevention as a program priority, 
d. work to improve public understanding of environmental and health risks and the costs for their correction,

e. develop improved analytical methods, 
f. improve scientific understanding of environmental health impacts including the health protection of children and other potentially sensitive populations, 
g. continue to provide for stakeholder involvement in the development of solutions to environmental problems, and 
h. consider sustainability of our environment and resources.

2. Encourage the EPA and Congress to focus on Pollution Prevention; support pollution prevention as a major component in ensuring that the nation’s drinking water supplies are safe and of high quality by using existing regulation to strength pollution reduction efforts in groundwater and water supply watersheds.

3. Encourage Congress and the Administration to direct the U.S. Fish and Wildlife Agency USFWS) and EPA to focus on recovery of listed Endangered Species preventing the need for listings, and providing flexibility to consider different approaches to protection of endangered or threatened species, Support the revision of the ESA to also focus on addressing social and economic impacts and streamline the process to minimize project uncertainty and delays which have historically resulted from meeting or implementing the Act’s requirements.  The ESA should clearly focus on protecting a listed or candidate species through integration of environmental, social and economic benefits to demonstrate tradeoffs of choices. 
4. Encourage Congress and the EPA to continue to support the regulatory approach of the Safe Drinking Water Act Amendments of 1996 (SDWA).  That approach focuses on contaminants that actually occur in drinking water and occur at levels of public health concern.  The law also provides a sound scientific basis for regulations under the law and consideration of the benefits the public may receive froth regulatory efforts and the costs they will be asked to bear to achieve those benefits. 
5. Urge the protection and preservation of the nation’s groundwater and support EPA’s development of a clear and coherent national ground water strategy that acknowledges the need for state and local government primacy in managing our nation’s ground water resources. 
6. Support protection, preservation and cleanup of this nation’s surface water resources through control of both point and nonpoint source pollution utilizing the watershed approach as the framework for bringing together all stakeholders to identify problems within a watershed and to solve water quality concerns. 
7. Support continued federally sponsored, health-based research.  Encourage a focus on the understanding the health risks of waterborne substances; development of improved analytical techniques to more accurately measure the level of contaminants In drinking water; protection of drinking water supplies from contamination; identification of the most reliable and efficient methods for removing contaminants from drinking water; and development of methodologies and technologies to detect, prevent, and respond to acts of terrorism.  Research should also address regional and local differences in source water quality. 
8. Support national efforts to Incentivize conservation and state efforts to improve water efficiency standards in appliances and plumbing fixtures.  At the state level, this would include advocating for improved water efficiency standards in North Carolina Building Code.  On a national level, it would Include incentivizes through streamlined permit approvals and SRF credits for efficiency efforts.
9. Support the national and state level development of both traditional and alternative water resource options. 
10. Support national efforts to develop clear, coherent coordinated goals for the protection of vital wetlands.  However, some usage of wetlands for water supply is vital to the well-being of the nation.  Support the concept of “no net loss’ and appropriate mitigation programs to meet that end when wetlands must be used to meet water supply and other essential needs and the need to promote the preservation of ground water recharge areas from potential development.  One primary goal should be the streamlining of application and approval policies and procedures so that public time and funds are expended efficiently In meeting public water supply needs. 
11. Encourage Congress to expand the availability of tax-exempt bonds to finance essential public water supply and wastewater treatment facilities, including construction, rehabilitation and other system improvements, This authority to finance essential governmental services on a tax exempt basis is vital to the efforts of metropolitan water and wastewater agencies to continue to provide high quality, safe and reliable supplies of drinking water and to protect environmental health though the collection and treatment of wastewater. 
12. Support robust funding for, the Drinking Water State Revolving Fund (DWSRF) and other Innovative Infrastructure funding mechanisms.  Support the creation of a Water Infrastructure Finance and Innovation Act (WIFIA) to offer low-cost financing of major water infrastructure projects.
13. Encourage caution and prudence in the development of new security standards for chemical use and cyber-Infrastructure protection.  While utilities must protect their critical facilities from acts of terrorism and other hazards, local experts should choose the best anti most effective means of providing these protections. 
14. Allow local approaches to planning for and adapting to Climate Change.  Continue support for national research and development of tools to support local planning and minimize the impact of proposed Green House Gas (GHS) emission regulation on the water and wastewater industry. 
15. Encourage a focus on source control when dealing with the issues of emerging contaminates of concern and continued research to establish priorities based on sound science and actual risk. 
16. Encourage the development of individual rides or guidance documents that first focus on actual health and environmental impact, regulation of stakeholders and municipalities in proportion to that environmental impact and the use of cost benefit analysis to justify new and evolving regulation. 
17. Encourage Congress and the EPA to continue to support and update the Clean Water Act as well as consider CWA amendments that facilitate integration of environmental, social and economic benefits to demonstrate tradeoffs of choices when water quality standards are established, collaborative approaches to water quality restoration and reasonable extension of compliance timeframes for TMDLs for municipal stakeholders.  Discourage changes to the National Pollutant Discharge Elimination System (NPDES) permitting program that does not include significant Permittee participation or support. 
State

On a state level, staff seeks authorization to petition the North Carolina General Assembly and the Department of Environment and Natural Resources to: 
1. Implement those changes to general statutes and administrative code that would allow the City to develop an indirect potable reuse pilot program as an alternative water resource. 
2. Support the City’s efforts to find and develop water resources for its 50 year needs including possible reallocation of water supply pools within Falls Lake to allow transfer of water from the established water quality pool to the drinking water supply pool and side stream storage of excess flows In quarry1ype storage facilities, State support could include modification of general statutes and administrative code to streamline a reallocation process and the establishment of a priority for reclaiming quarries as side stream storage facilities. 
3. Support legislation to require the establishment of a comprehensive nutrient credit and trading program for nonpoint sources by July 1, 2014 comment on any legislative efforts to change water quality protections or timeframes in the Falls Lake watershed. 
4. Comment on any legislative efforts to change the governance structure of water utilities generally within the State of North Carolina or for the City of Raleigh Public Utilities specifically. 
5. Comment on any legislative efforts to change City water and sewer extension policies, water and sewer rate determinations or development and connection fee determinations. 
6. Comment on any legislative efforts to require utility connection, utility service or utility merger between communities without the consent of each community and without appropriate compensation. 
7. Comment on any legislative efforts that would negatively impact the City’s water allocation, water resources, water use rights or compliance efforts with the Neuse River Estuary Nutrient Management Strategy. 
8. Comment on any legislative effort to return primacy to the Federal government for the any regulatory program associated with the Clean Water Act or the Safe Drinking Water Act. 
9. Comment on any legislative effort to require privatization or enhanced public private partnerships over the objection of local governing bodies. 
10. Comment on any legislative effort to change the general statutes related to stormwater. 
11. Comment on any rulemaking by the Energy and Mining Commission or proposed legislation from the General Assembly regarding the subject of Hydraulic Fracturing. 
12. Comment on any legislation effort to change the general statutes related to solid waste services. 
Recommendation 

City staff recommends addition of the above listed items to the City’s legislative agenda, authorization by City Council for the City Attorney’s office to pursue the amended legislative agenda and approval for appropriate City Departments to offer technical comments and participate in one or more organizational meetings in Washington D.C. with Congressional members to encourage support of legislative items. 
City Attorney McCormick indicated if the Council is comfortable with the recommendations, the City Council needs to authorize the Public Utilities Director and/or his staff to make comments or recommendations as outlined.  Mr. Stephenson moved approval.  Hi motion was seconded by Mr. Weeks and put to a vote which resulted in all members voting in the affirmative.  The Mayor ruled the motion adopted on an 8-0 vote.
T. J. Lynch presented information on safety performances, highlighting the fact that personal injuries are significantly down, talked about active safety teams and the fact that in none of the vehicle accidents was city at fault.  
Utilities Billing Study/Merger was talked about as it relates to the Utility Billing Program which is presently in the Finance Department and being considered for transfer to the Public Utilities Department.  Opportunities to expand in the department, and work with the Finance Department is moving forward on this idea was talked about.  Emphasis on customer services and the idea of looking at one number call center for all services such as stormwater, solid waste, etc. was talked about.  The leak adjustment policy and revisiting the policy was touched on.  A proposed change which will allow for administrative adjustment under certain situations including being current with the bill and a one time adjustment within a two year period, payment plan, etc., was talked about with Mayor McFarlane moving that staff move forward with developing such a program and bring it back to City Council.  Her motion was seconded by Mr. Odom and put to a vote which passed unanimously.  The Mayor ruled the motion adopted on an 8-0 vote.

Karen Hanney provided a report talking about the tremendous about of changes dealing with technology staffing level and overall daily operations since 2010.  She provided information on the reorganization as it relates to utility billing, cross connection, backflow, collapsing the separation of duties into one group, cross training which has helped reduce overtime budget, utilization of customer care and billing system to optimize work output, reduce mileage, developing a business process mapping section, being able to work smarter instead of harder to reorganize, merge, etc. into a more efficient group.  
Whit Wheeler provided information relating to work with the Fire department, GIS and IT to identify, locate and map fire hydrants.

T. J. Lynch provided information on the reorganization of the entire Public Utilities Department to provide for director and assistant directors.  
Information was provided on employee leadership and development, revised job descriptions, incentive program, recruitment plan, working with the new Human Resource Director, retention plan, coordination with IT, IT security as well as physical security, environmental as well as coverage and decentralization as well as fixed assets.
Michele Mallette talked about fleet motor pool policy, surplus equipment, reducing vehicle inventory, asset management, work with vehicle fleet services, inclusion of GPS, and hiring a fleet manager.

Aaron Browder talked about sewer capacity study, asset management program, easement clearing, detailing various work in that area, various studies, assessments, cost/benefit, replacement and the asset management plan and work with the various IT projects.  
T. J. Lynch talked about the asset management plan and easement clearing.

Other points of the presentation related to resource management and the various projections, water supply options including Little River, reallocations, utilization of the various plants.  The reuse master plan was also talked about as was the bio-solids master plan, sustainability goals and work with the merger towns.

The Council expressed appreciation for all of the information and the efforts put in to providing timely and informative comments on the work of the Public Utilities Department.

Gail G. Smith

City Clerk
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