MAYER CITY COUNCIL WORK SESSION MINUTES - SEPTEMBER 26, 2011
Work Session called to order at 8:10 p.m. by Mayor Chris Capaul

PRESENT: Mayor Capaul, Council Members, Stieve-McPadden, Osborn and Lueth.
ABSENT: Council Member Boder

STAFF: Administrator Murphy, City Engineer David Martini and Clerk Maetzold
ALSO PRESENT: Don Wachholz, Ivan Raconteur, Dave Callister — Ehlers & Associates

1. Call of Bonds: Dave Callister of Ehlers & Associates appeared before the Council to discuss
the potential payoff of G.O. Improvement Bonds, Series 2003C. The bonds were issued on
October 1, 2003 in the amount of $615,000 to finance the West Ridge Road Reconstruction
and 7™ Street and Ash Ave Reconstruction Projects in the city. The bonds are callable on or
after December 1, 2011 at par.

Currently the City is not collecting an annual tax levy for this bond issue. Principal and
interest payments are scheduled to continue until December 1, 2018. Current sources are
special assessments and a small amount of interest earnings. At the end of 2010, the Debt
Service Fund for this bond (Fund 360) had a cash balance of $201,176.

Based on the current cash balance, interest rates on the bonds and investment rates for the
existing cash balance, the City Council should consider paying off the bonds in January
2012. Because interest rates on this issue are 4.1% to 4.75% in 2012 to 2018 and because
current investment rates are less than .5%, the City could save an estimated $39,000 over the
next seven years.

Under this scenario, if the bonds are paid off in January 2012 (at $250,000 + accrued interest)
there would be an immediate deficit in the Debt Service Fund 360 of approximately $80,000.
With projected assessments and interest earnings of $32,000 to be collected in 2012, the
year-end 2012 deficit would be approximately $48,000. In order to cure this deficit prior to
the end of 2012, the City would authorize and interfund loan from the Water Fund of
$48,000. As the assessment revenues are collected in Fund 360 in 2013 and future years, the
fund would repay the Water Fund and by 2018 there would be over $200,000 in cash balance
to use for other projects or purposes.

After some discussion, the Council directs Ehlers to work with Staff to prepare the
authorizing resolution and make arrangements to notify the bond holders of the intent to
prepay after January 1, 2012.

2. Review of CIP: The Finance Committee met and is making suggested changes to the CIP.
After a brief examination, it was decided to table further review and to bring department
heads to the next work session.

3. GASB 54: The objective of GASB Statement No. 54 is to enhance the usefulness of fund
balance information and provide clearer fund balance classifications that can be more
consistently applied and by clarifying the existing governmental fund type definitions.



Because of the new fund balance classifications and revised fund type definitions it is
recommended to adopt a fund balance policy and necessary resolutions prior to 12/31/2011.
The Council discussed the City Celebration and Rising Artists Festival Funds and whether
the City continues to have these funds or they just become a part of the General Fund.
Administrator Murphy will ask our City Auditor for further clarification and direction.

4. 1ISO Letter: The City received a letter from Insurance Services Office, Inc. (ISO) which has
revised the Building code Effectiveness Grading Schedule Classification that would apply to
new buildings receiving a Certificate of Occupancy during or after the calendar in which the
revision takes place. The resulting BCEGS Classification is a Class 5 for 1 & 2 family
residential properties and a Class 5 for commercial and industrial property. The new
classification is a regression from the former Class 4 for 1 & 2 family residential properties
and a Class 3 for commercial and industrial property. The Council reviews the principal
reasons contributing to this regression and discuss if an appeal should be made.
Administrator Murphy will begin the appeal process.

5. No Fault Sewer Insurance: The Council reviewed 3 limits offered — annual premiums for
No Fault Sewer Back Up Coverage. They are based on a percentage of the City’s current
Municipal Liability premium. Additional, in order to qualify for the No Fault Sewer
coverage, the City would need to expand their Maintenance Policy to include an attachment
that includes the cleaning schedule for the PVC and clay lines. All clay lines must be
cleaned at least every 3 years. The Council was asked to think about the matter and it will be
brought back to the next Council meeting.

6. Other Issues:
The EDA has invited individuals that have shown interest in starting a business in the City of
Mayer in the past few years to their next meeting, in hopes to encourage further interest.

ADJOURN
There being no further business, the work session ended at 8:50 p.m.

Chris Capaul, Mayor

Attest:
Lois A. Maetzold, City Clerk




