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May 19, 2015

6:12:38 PM  Minutes of the Richfield City Council special meeting held on Tuesday, May 19, 2015 at 6:00 p.m. in the Council Chambers of the Richfield City office building located at 75 East Center, Richfield, Utah.   Mayor David C. Ogden presiding.

1. ROLL CALL

2. PROPOSED BUDGET FOR FISCAL YEAR 2015-2016 DISCUSSED

3. MEETING ADJOURNED

1. ROLL CALL was answered by Mayor Dave Ogden, Councilmembers Kevin Arrington, Richard Barnett, Bryan Burrows, Kathy Christensen, Connie Nielson, City Manager Matthew Creamer, City Finance Director Mike Langston and City Recorder Michele Jolley.  6:13:29 PM
Others present:  None

2. PROPOSED BUDGET FOR FISCAL YEAR 2015-2016 DISCUSSED.  6:16:05 PM  Mr. Langston discussed some of the budget concerns.  Health insurance is increasing by about 10% which amounts to about $1,500 per family per year or a total of about $30,000 per year for the City.  
Employee compensation staying stagnant over a long period of time is a concern.  If we were to have a 2% cost of living increase, including benefits, the budget would have to be increased by about $43,000.   
The cost of police vehicles which amounts to $50,000 to $60,000 per year after our trade-ins and the equipment purchased that is needed for the cars, is another concern.  
Coming up in the year, dispatch services will also be increasing this year and this year they made dispatchers public safety employees which increases their retirement percentage from 18% to 35%, so this cost is going to increase for sure.  The cost is shared with the State paying 2/3rds and then the County and the cities paying the other 1/3 depending on how many officers each agency has.  Our cost last year was $50,000.  Mr. Langston anticipates this cost going up $5,000 to $10,000. 
The drug task force budget was discussed.  Over the years they have had money seized that has helped pay for this program.  However, they do not receive as much of the seizure monies any more.   
A new police resource officer is being requested by the School District and that would cost the City about $24,000 a year.  This is not in the budget.  Mayor Ogden felt it important to note that the school resource officers work for Richfield City during the summer months, which helps reduce the department’s overtime hours.  Mr. Creamer pointed out that the School District and the County decided that since the Richfield officer is covering more schools and many more students that they want to invest in another officer for Richfield, but that would require the City to come up with another 20%.  

The loan payment for the fire truck is not in the fiscal year 2016 budget because the payment does not start until July 2017.  Our share is about $17,000 per year and the County pays the other half.  This is a 10-year loan.

The second or additional airport loan we received for airport improvements is also $17,000 per year which also does not start until fiscal year 2017, so it is not a part of the budget we are discussing now, but Mr. Langston indicated that this will be a concern for next year’s budget.

Increases in operating the golf course and pool will be a concern going forward, especially labor costs.  It just seems to cost us more to operate those facilities than what we have been budgeting.

When we developed the new commercial park it was never really fully funded.  We did do truth in taxation and kept the tax rate from the 2008 or 2009 Special Improvement District’s guaranty fund, which raises about $29,000 per year.  The payment for the improvements that we did (if you will recall we received a $650,000 loan) has a payment of approximately $45,000 per year.  So we have had to come up with $16,000 per year extra to help make that bond payment.  We did get $200,000 from Fed Ex and 2 years worth of lease at about $35,000 per year from EC Source and that has helped us.  It has given us a fund balance, but going forward if we do not get some property sales, we are going to have to subsidize that to make the payment.  Councilmember Burrows asked how much is outstanding on this loan.  Mr. Langston thought that we still have 14 to 15 years before it will be paid off.  It was a 20 year bond and because it was an industrial park, so the funding was different than it would have been for a water project or an airport project.  In 10 years we have a balloon payment of approximately $369,000 because we had to finance this project through a private source.  We will not be able to afford this so we will have to refinance that next 10 years worth of bonds at whatever the interest rate is at that time.  If we could get some property sales, then maybe we could pay it off early.  If we do not, then we have to subsidize this payment.  6:24:25

Mr. Langston stated that no further funds can be committed to the capital improvement fund in our current budget which means that our ability to purchase major equipment or make major improvements will be limited.  We have been fortunate enough over the years because we have tried to budget conservatively and so we have had extra money at the end of the year and we have been able to put it into the capital improvement fund to buy police cars or whatever else we need.  This current fiscal year we are going to come way in under budget on sales tax, which might be the first time this has ever happened to Mr. Langston.  Mr. Langston felt that this is due to under estimated how much of an effect EC Source had on our local economy.  So we budgeted too much for sales tax for the fiscal year that we are in and we will come in under budget.  If you look at the City’s sales tax over the course of 8 or 10 years, it is still slightly going up.  If you compare 2 years ago to the year we are in, we are still growing.  It is just if it is compared to last year’s figures, then it has shrunk.  Mr. Langston thinks that this is due to EC Source.  6:26:04
Councilmember Nielson noted that the information shows that the Council is going to have to come up with an additional $155,000 that we will have to come up with.  

Mr. Langston stated that as long as he has been here, tax revenue has never been increased for the purpose of trying to stay up with inflation.  They have been increased for projects, but those funds were committed or obligated for projects and recreation type things.  Any of the taxes have not been increased just to try and stay up with inflation, which is just a point of emphasis, because this has began to put a strain on our ability to fund City departments at the levels needed to provide quality service.  It is a lot more expensive to completely replace infrastructure than it is to maintain it on an as you go basis, especially our roads.  We still have the Class C road projects we are paying for; one being the bridge project and the other one the College Avenue project.  In 2 or 3 years, these will be paid off and we will have that money available to help us in the road funds with road projects.  

The tentative budget is balanced.  We did include a 2% or 3% increase in sales tax of the estimated total that we will have this year, but the estimated total is less than what we have budgeted.  If we look at the trend, we think it will do this.  Going forward the concerns are all of the payments, police cars, etc., that we do not have a way to fund.  

Councilmember Barnett asked about the transportation tax that the legislature just placed on gasoline.  Mr. Langston stated that it is in the budget, but only the Class C portion which is about a $30,000 increase for this year.  Mayor Ogden has been talking to the County about passing their quarter percent that they were authorized to do.  Mr. Creamer stated that this is up for discussion at the Council of Governments meeting next week.  If they do this, it would be about $150,000 for us. Councilmember Barnett wondered if it would all be ear-marked for transportation, and it would be, but Mr. Creamer stated that it could include things like walking paths.  
Councilmember Burrows asked how much money there is in surplus from the industrial park.  Mr. Creamer stated that there is very little because we have had to pay back some loans from the general fund.  We were in a deficit position 2 years ago when we leased the property to EC Source.  Mr. Langston stated that there is about $70,000, which is about 2 years worth of payments.  This has accumulated from the Fed Ex and EC Source lease.  Councilmember Burrows thought our payment was $17,000.  Mr. Langston stated that the payment is $45,000 of which $29,000 is for the sales tax revenue bond so will need to come up with another $17,000 per year to make the bond payment.  So the surplus will make the payments on the industrial park for about 2 to 3 years.  

Mr. Creamer stated that there are concerns in our current budget too.  He stated that this is going to be a tough year for employees.  If we have no raises, we are actually going to make money away from them that would fund their health savings accounts in order to cover the increase in their health insurance plan.  We have not addressed the resource officer that would need to be included in the budget this year.  

Councilmember Nielson asked if we have to purchase new cars for the police department every year.  Mayor Ogden stated that we have usually purchased at least one per year.  Mr. Langston stated that we just spent $8,000 on repairing 3 police vehicles. Councilmember Burrows felt that purchasing trucks is probably a better choice.  We have 13 officers and with a new resource officer, that is 14.  Even purchasing 2 cars a year is a 7 year rotation and that is not quick enough given the amount of miles that are put on these vehicles.  
Mr. Creamer stated that the City’s options for funding sources are limited.  The legislature does not give cities a whole lot of wiggle room in terms of what they allow us to do to raise money.  We can raise property taxes which is unpopular.  We have the ability to raise the franchise tax.  We currently charge a 3% franchise tax on both electric and gas utilities.  The statue allows cities to charge anywhere from 0% to 6%, so we are only charging half of the maximum amount.  We have a communications tax which is not at the maximum, but we are close.  We are at 3% on this tax and we could charge 3.5%.  Mr. Creamer stated that an increase to this tax would only provide about $20,000.  

The City just does not have a lot of funding mechanisms.  Councilmember Barnett had a conversation with a gentleman from Ivins City over the weekend and he was told that they fund most of their City through building permit fees.  To build a single family home in Ivins City will cost $25,000.  Mr. Langston stated that people build out in the County now because they say it is too expensive to build in Richfield.  Mr. Langston felt that the Council should increase the franchise tax because some of these expenses and are not going to go away.  Bond payments are not going to go away.  The need for police vehicles is not going to go away.  If the franchise tax is increased from 3% to 6% it would generate about $250,000 a year.  
Mr. Langston stated that the only other option we would have is to find and make cuts.  Councilmember Nielson asked if we could cut the sidewalk program, even though it is only $10,000.  Mr. Langston stated that these are road money, so it would not help the general budget.  Councilmember Burrows stated that we made some cuts 5 years ago and slowly most of it has all crept back in.  We have a resource officer that we did not have then and now we are going to have 2 resource officers.  

Councilmember Burrows said that you have to wonder at what point and time it becomes prohibitive for us to have a police force any longer.  Mr. Langston stated that Monroe used to have their own police officers and they decided to give it to the County.  Instead of just the County doing it, they have to pay them so much a year.  So in essence, they are being doubled taxed.  Councilmember Nielson does not think that it would be possible to do something like this.  She thinks we need to protect our police force because we need them.  She thinks it is a possibility that we could not fund another resource officer this year.  Councilmember Burrows stated that he does not want to cut the police department, but it just seems to get bigger and grander every time we turn around.  Councilmember Barnett noted that the State has certainly not helped us out with the way we have to fund retirement for public safety.  

Mr. Creamer stated that one advantage we have in expending that $24,000 for a resource officer is that we would have that officer available at least 2 to 2 ½ months a year that would help cover overtime, vacation time, etc. that we have been struggling with for several years.  We have not had a year in the last 6 to 8 years that we have not had an officer on long term disability, military, etc.  So our officers put in a lot of overtime hours and it runs over the budget.  An extra officer could be paid regular time during the summer that would help some.  
Councilmember Nielson suggested raising the franchise tax to 5% instead of 6%.  That would generate approximate $160,000 to $170,000.  

Mr. Langston talked about inflation and the fact that the City has never covered inflation since he has been here.  We have never raised water rates or sewer rates to cover inflation.  Councilmember Barnett stated that we have covered inflation in the respect in that as the prices for things at the store have gone up, our sales tax revenue has gone up because people are paying more for the good and services they are buying.  So there has been a de facto inflationary increase, but it probably has not been enough to cover the costs of goods and services that we have to buy.  Councilmember Burrows stated that when we lowered the quantities and increase charges, that was an increase.  Mr. Langston said that this was done to cover the cost of purchasing the electronic meters, which was for a project and not to cover the cost of doing business because everything we pay for is higher.  Councilmember Arrington asked what the 3% increase in the franchise tax would mean to the average family.  Mr. Langston stated that it would depend upon the amount of electricity and gas they use in a month.  If you had a $100 electric bill, the franchise fee would be about $3.  If you average about $150 a month between the 2 utilities, it would cost about $4.50 a month or about $50 per year.  
Councilmember Barnett remembers when this came up during the last election cycle; members of the Council said they would never raise franchise tax because it is a tax you have no say in.  Councilmember Burrows stated he was against the PAR tax as well, but if the public is okay with it then it is different.  He has a hard time with just the five councilmembers making that kind of a decision.  Councilmember Barnett noted that this is what the Council is elected to do.  Councilmember Nielson stated that we do not have a whole lot of choices in order to cover the budget next year.  

Councilmember Burrows stated that a lot of the project funded with Class C road funds will be paid for in the next 2 to 3 years, but Mr. Langston noted that these are road funds and cannot be used elsewhere.  Councilmember Burrows also stated that the loan for the seats will be paid for in the next 2 to 3 years also, so there are some funds that will be freed up.  Mr. Langston can see us getting by for one more year, but he cannot get us through for the next 3 years unless some cuts are made. 

Councilmember Arrington asked if the budget includes any increases in salary.  It does not, but it should be discussed.  Mr. Creamer stated that in order to make this budget balance, no raises have been included and in order to cover the increase in insurance, we took the money away from what we have been giving employees in their HSAs.  Not to mention that the public works director is asking for another employee.  

Councilmember Nielson asked how the new public works director is doing.  She heard that he was very good.  Mr. Creamer stated that he has people working harder than they have in a long time.  Mayor Ogden stated that we could have the department heads come in and explain why they need another employee.  Councilmember Barnett stated that from information Mr. Mogan gave the Council, his perception is that we cut several things in 2007-2008 and his statement is that everyone is back to full strength except public works.  Mayor Ogden stated that in his Mr. Mogan stated that if they had another employee, they could do some of the maintenance that they are not now doing and that we end up paying other professionals to do later on after something is critical.  
Mayor Ogden stated that he will let Mr. Mogan come in and make that point because it would be good for us to hear his explanation.  He would also like to hear from Chief Evans about an additional officer and how it would help him.  We could ask the question how it would affect overtime and how it would benefit us in some other way.  

The Council discussed the new business park and the need to sell lots to pay for the improvement costs. Mr. Creamer stated that the total cost of the business park was a lot of money.  It still looks like a vacant piece of ground out there, but it was a million dollar plus project to get it shovel ready.  

Councilmember Nielson asked where we are with the Forest Service.  Mayor Ogden stated that he talked to the new director and he said he is all for it.  He thinks it would be very appropriate for us to have that block down there that their yard is currently on.  He is going to talk to upper management in the next couple of weeks, but he has not received any negative comments on this at all.  They would trade us for property in the northeast corner of the business park.  Mr. Langston stated that any trade would not amount to any money being available to pay for infrastructure and there currently is not any infrastructure on the northeast corner of the park.  

Councilmember Barnett stated that if we are going to seriously consider that we have a revenue shortfall that we need to address now and in the future, we basically have 2 options at this point.  Either we can unilaterally increase the franchise tax by 2% or 3% or we can propose to increase property taxes and hold truth in taxation and whatever else we need to do to increase our property tax rate by.  Mr. Creamer stated that right now we are collecting general property tax of $471,000, so in order to make it amount to what we are talking about, it would be about a 50% increase in the City’s portion of property tax.  The County is going after a property increase as well.  

Given this information, Councilmember Nielson thinks that the best option is to raise the franchise tax.  Mr. Langston stated that if we grow 4% to 5% in sales tax, we could always scale the franchise tax back.  
Councilmember Barnett said that the franchise option came up 4 years ago when the City was really hurting and the Council at that time looked at everything and rather than raising the franchise tax, the City laid people off.  We cut back staff and froze salaries for another couple of years at that time rather than raise tax of any kind. Mr. Langston stated that the economy at that time was worse than it is now.  Councilmember Burrows thinks that the economy is still not good.  Mayor Ogden stated that it is going up slightly or an anemic recovery at best.  Councilmember Nielson wondered where we could cut.  We will be okay for this coming year, but the following year Mr. Langston stated that he would not be able to make a payment on the fire truck, etc.  He is worried about this year and we will really have to tow the line, but we have tried to tow the line this year and then you get an $8,000 repair bill for police cars and you have a roof that we had to reshingle.  Councilmember Nielson stated that there is always an emergency.  

Mr. Langston was told by a representative from Rocky Mountain Power that we should plan on rates going up 3% a year for the foreseeable future because they are covering inflation.  They can see that it just costs more for them to do business.  Councilmember Barnett thinks we do ourselves a disservice when we know brass fittings, plastic pipe, labor and fuel costs more and we just say we really do not want to raise rates to our constituents because that is really a bad thing to do, so we are just going to ignore it.  We were elected to make the hard decisions and that means that it is costing more to run the City so we have to charge more to live here whether we want to or not.  7:12:12 PM
Councilmember Burrows stated that rates cover us on the water and sewer and the street department in a sense and our office, but anything out of that realm is a service that we provide and that is where we are getting killed.  What Councilmember Barnett said is that it costs more to do business whether you are doing a business or doing a service so for us to expect the current tax rates that we have to cover that, whether it is unpopular to raise them or not, is unrealistic.  He is not in favor of raising taxes, but he sure likes having roads and a public works department when he needs them and he likes having parks, police officer when he needs them and he cannot have those things at 1985 tax rates in the year 2015.
Mayor Ogden asked the council if they would like to have Chief Evans and Keith Mogan come in and make their case for what they need for their departments.  Councilmember Nielson thinks that the Council needs to be informed about what is going on in every department and what the needs are and not cut them without knowing those needs or fund them without know those needs.  

Mr. Langston reminded the Council that, by law, they will have to adopt a tentative budget.  That does not mean that we cannot change it; it just has to be available for people to look at and make comments on. We are planning on holding a work session next week at 5:00 p.m. and we could have the department heads come in at that time.  We should plan on passing the tentative budget as it is now.  Then we can make changes any time before the final adoption.  

The Council discussed the fact again that there were no raises included in this budget.  The health care increase was funded by lowering the amount of money the City has been funding for the employees’ health savings accounts.  Next year the employees will only receive about $1,200 in their health savings accounts.  Councilmember Barnett thought the employees received a raise last year, which was across the board and another raise the year before. Mr. Langston stated that last year the employees received about $1,200 annually and the year before is $600 a year.  7:18:04 PM
Mr. Langston pointed out that the revenue for the golf course, recreation, and the pool were increased in this budget.  Staff felt like we are going to have to raise rates in those areas to help fund those budgets.  Mayor Ogden stated that when his family moved here and purchased a family pass at the pool it commented that it was nearly twice as much in New Mexico.  The pool was not as big and was not as nice.  Mr. Langston stated that they discussed a 10% increase in rates, so at the golf course that is basically $1 more per round or if you bought a $500 pass it would cost about $550 next year.  At the pool, we charge $2 now and it was suggested that this be increased to $2.50 or $3.  Councilmember Nielson asked if we would ever consider closing the pool.  She knows that is not a popular thing.  If we said that sometime in the future we are hoping to redo the pool, but we cannot afford to maintain it.  Councilmember Christensen stated that this was one of the reasons the PAR tax passed was because people thought if it did not pass, we would have to close the pool.  
Councilmember Arrington wondered why we could not go to each one of the department heads and tell them that we need them to cut 5% in their budgets and if every one of the line items found 5%, that is almost $300,000.  Mr. Langston does not see where they could cut 5%.  Councilmember Arrington stated that looking at the pool budget; he thinks they could find 5%.  For instance, in looking at the pool budget, Councilmember Arrington thinks that they could 5% in something.  Mr. Langston stated that we can hardly operate if for what it is costing now.  Looking at the pool budget, the expenditures are 10% higher than what we budgeted.  
Mayor Ogden stated that the Council of Governments meeting on the 28th, Senator Okerlund is going to discuss the gas tax and then he will be discussing an option for a County-wide recreational center/swimming pool.  He is going to make that case.  Snow College is very much for this.  Senator Okerlund is very invested in getting them the money to pay whatever he can get and Mayor Ogden thinks he can get a lot.  The County seems interested in participating, but they do not know how to do it at this point, but the mayors and city councils from the north and south ends of the valley will let him know how they feel about it.  Mayor Ogden is confident that a new pool supported by the County, the School District and the College would have the same type of feeling down the road a couple years as they have now for the Sevier Valley Center.  He really needs the Council’s support and he asked that they just hear this out and be positive about it.  He will make the case the best way he can.  It comes down to quality of life and economics.  If we can bring people here in the winter for various kinds of swim things and fill that pool up, staying an extra day, he thinks it would be a real plus for our community and the whole County.  
Councilmember Arrington asked Mayor Ogden if he thought this would be a County ran facility.  Mayor Ogden would love to have that happen, but he does not know if it will because the County has never been involved in recreation.  The case could be made that the County would have a better opportunity to go to the citizens in the County and say we are building a pool and Richfield is going to take their fair share.  It will be located in Richfield, so they will pay maybe half of the cost and half the operation and maintenance.  Their position could be that it will benefit all of us.  

Councilmember Christensen asked if most communities have a separate police car for every policeman.  Mr. Langston thought that some of the larger police forces have carpools and they probably would not have one for every officer.  Most departments in smaller communities all have their own vehicles.  Councilmember Christensen asked if the officers in the Sheriff’s department all have their own vehicles.  Mr. Langston was fairly certain that they do, but he could find out if she would like.  Councilmember Christensen felt that we could cut the Chamber of Commerce.  We only use to give the Chamber $3,000 and now we are clear up to $13,000.  She felt this evolved several years ago when we had a Main Street Committee and we received a grant from the State of Utah, which went to the Chamber.  Then that went away and for some reason we kept giving all that money to the Chamber.  We could not take all of it away because it would kill them where they use it to operate, but she does not think it would hurt if we started dropping that down just a little bit because she believes that is a terrific amount.  Mr. Langston stated that we did drop it by $1,000 last year.  Councilmember Christensen stated that we were paying an extra $1,000 for Christmas Tree Lane.  Mr. Langston stated he did not know how they could pay Lorraine her full time salary if we took $10,000 away from them.  

Councilmember Burrows discussed the leisure service capital expenditure plan.  He indicated that there was a discussion about fencing the area around the shop building at the cemetery.  The estimated cost is $15,000.  He would like to bump that up in priority and wondered if we could pay for some of it with perpetual care funds.  Mr. Langston stated that we probably could use some perpetual care funds. 

Councilmember Burrows thought that it would be worth asking the department heads to try and reduce their budgets by 5%.  There may be something out there that possibly one of them is seeing to cut.  Councilmember Nielson suggested reducing that to 3%.  Councilmember Burrows felt that even 2% or 2.5% would help.  Councilmember Arrington stated that years ago, the County Commissioners went to all of the departments and told each to cut 10%.  They all went through their budgets.  Mr. Langston was just looking at the pool, what we budgeted and where we are going to end up.  Like you cannot cut utilities and you cannot cut employees unless you cut hours, which we did a few years ago and within 6 months people were complaining and we opened it back up.  If we cut hours or employee costs in the police department, we might be saying that we do not want a grave yard shift.  Councilmember Burrows suggested that maybe fuel could be cut by not taking as much equipment to a job.  There would be ways and we might not get the total amount, but being conscious would be helpful.  Councilmember Nielson asked if we have City cars for City employees to drive that they take home.  Mr. Langston stated that there are some employees that take home vehicles.  She thinks this could save quite a bit of money in gas.  Councilmember Christensen asked about the police officer that live outside of town and if they take their cars home.  Mr. Langston stated that if they live within 5 miles they are allowed to take their vehicles home.  Councilmember Nielson asked if the maintenance personnel could leave their trucks here.  Councilmember Burrows stated that only the guy on call takes a vehicle home.  Councilmember Nielson wanted to know if they were gasing up on city gas and driving all around.  There is a tax liability to this as well.  Councilmember Arrington said if you have a vehicle for so many days, then it is considered a monetary benefit that you have to pay taxes on.  
Councilmember Burrows indicated that we should see a significant saving on the fireworks this next year.  They have a new vendor and he thinks the cost of the fireworks could be cut in half.  Mr. Langston stated that the Fourth of July use to cost $20,000 to $30,000 and it is now at $70,000.  

Mr. Langston committed to have the conversation with the department heads, but he does not think is very realistic because it just costs more to operate with all of the increases.  Councilmember Burrows thinks this would give them the perception that there is not a lot of money lying around.  7:56:32 PM
Mayor Ogden asked Mr. Creamer to have Chief Evans, Mr. Mogan and Mr. Abegglen come to the next meeting to discuss their departments.  We will hold a work session beginning at 5:00 p.m. with regular meeting at 7:00 p.m. 
3. MEETING ADJOURNED.  7:58:30 PM At 7:58 p.m., Councilmember Christensen moved to adjourn.  Councilmember Burrows moved to second.  The motion carried on the following vote:  Councilmember Arrington, aye; Councilmember Barnett, aye; Councilmember Burrows, aye; Councilmember Christensen, aye; and Councilmember Nielson, aye. 

PASSED and APPROVED this 28 day of July, 2015.










Recorder
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