PRESCOTT CITY COUNCIL
PUBLIC WORKSHOP AGENDA

PRESCOTT CITY COUNCIL Council Chambers
PUBLIC WORKSHOP 201 S. Cortez Street
TUESDAY, JUNE 3, 2008 Prescott, AZ 86303
1:30 P.M. (928) 777-1100

L
The following Agenda will be considered by the Prescott City Council at its Public
Workshop pursuant to the Prescott City Charter, Article 1l, Section 13. Notice of this
meeting is given pursuant to Arizona Revised Statutes, Section 38-431.02.

1. Call to Order
2. Roll:

MAYOR AND CITY COUNCIL:

Mayor Wilson

Councilman Bell Councilman Luzius

Councilman Lamerson Councilman Roecker

Councilwoman Lopas Councilwoman Suttles
3. Discussion of policy for extending City service into unsewered developed areas.
4. Adjournment.

CERTIFICATION OF POSTING OF NOTICE

The undersigned hereby certifies that a copy of the foregoing notice was duly posted at Prescott City
Hall on , at .m. in accordance with the statement filed by the
Prescott City Council with the City Clerk.

Elizabeth A. Burke, MMC, City Clerk




#3

COUNCIL AGENDA MEMO - June 3, 2008 (1:30 p.m. Public Workshop)

DEPARTMENT: City Manager

SUBJECT: Discussion of policy for extending City service into unsewered developed
areas

Approved By: . ) Date:

Deputy City Manager: Craig V. McConnell ’&W 5-28-08

City Manager: Steve Norwood

Purpose

This is the fifth in a series of recent workshops directed toward formulating policy for
extending sewer service into existing platted/developed areas which are on City water
but rely upon septic or other private systems for wastewater treatment and disposal.
Following Council adoption of this topic as a top priority for 2008, workshops were held
on January 29, February 26, March 25, and April 29, 2008.

Tentative schedule of upcoming policy discussions

o 1:30 p.m., Tuesday, June 3, 2008 Public Workshop
Council discussion; public input

e 5:30 p.m., Tuesday, June 10, 2008 Public Workshop
(to accommodate those for whom an evening meeting is more convenient)
Council discussion; public input

e 3:00 p.m., Tuesday, June 17, 2008 Study Session
Consideration of draft policy resolution

e 3:00 p.m., Tuesday, June 24, 2008 Voting Session
Adoption of policy resolution

Agenda for this (June 3") public workshop

I.  Brief review of policy alternatives Craig McConnell
ll. Improvement districts — what works Andrew McGuire, Esq., Gust Rosenfeld P.L.C.

Ill. Council remarks

IV. Public input (56 min./speaker; one statement by spokesman encouraged for groups)
V. Council concluding remarks

VI. Adjournment

Background

Retrofitting sewer systems via improvement districts has been considered in recent
years for several areas, however, in each case majority support of the property owners
who would benefit and be assessed was not achieved. Subsequently, the Sewer Model
completed by Carollo Engineers in 2007 included new mapping of all unsewered areas
and cost estimates for installing systems.



Agenda Iltem: Discussion of policy for extending City service into unsewered
developed areas

The Sewer Fund (Fund 13) is supported by revenue from its 16,800 existing, rate-
paying customers, hence, any scenario for “Sewer Fund participation” in the cost of
extending service into unsewered areas will directly impact the rates of these existing
customers. The tentative FY 09-14 Capital Improvement Program (CIP) includes
bonding of $8.4 million for construction projects to sewer the North Prescott, Antelope
Hills, White Oak Circle, and White Cloud Lane areas, with debt service supported by
sewer impact fees. Financing for the sewer retrofit projects is available from the Water
Infrastructure Finance Authority of Arizona (WIFA) at favorable, subsidized rates.

Policy Framework and Formulation

The policy formulation steps below, provided again for reference, were outlined and
discussed at prior workshops.

1. Identification of service extension areas; candidates for future sewering

* North Prescott, Antelope Hills, White Oak Circle, and White Cloud Lane
were identified as priority areas.

2. Connection policy when sewer is available
» Mandatory or nonmandatory
3. Financing mechanisms and determination of preferred method
* Improvement District, Reimbursement District, Sewer Fund
4, Supplemental funding from Sewer Fund and/or other participation, if any
5. Selection of areas to receive service and implementation schedule
6. Adoption of resolution setting forth policy for extending service into selected

unsewered areas

The objective of this process is to arrive at a combination of two primary components.
Attachment A presents three (3) different combinations of the following:

Policy = [selection of financing mechanism] + [mandatory/nonmandatory connection criteria]
Frequently Asked Questions (FAQs)
After the April 29, 2008, workshop the attached FAQs addressing unsewered areas and

the process for policy development were posted on the City website as an additional
public information resource.

Attachments A Financing/Connection Policy Alternatives for Retrofit Projects
B Frequently Asked Questions (FAQs)

Recommended Action: No formal action - for continuing Council discussion and
direction as deemed appropriate.




FINANCING/CONNECTION POLICY ALTERNATIVES FOR RETROFIT PROJECTS

ALTERNATIVE 1

Financing Mechanism:

Connection Criterion:

Improvement District (ID)

Mandatory Connection when Sewer System Available to Property

PROS

CONS

Council initiates district formation
process by resolution

* No public vote required to form
the district

* Formation often controversial

* 50% +1 of owners can protest out
(stop) formation

* Recent experience unsuccessful
due to cost/affordability

* Long term (25-year), more
affordable financing available
to property owners

* Debt is on City’s books

* Property owners benefiting
from the improvements pay for
them

* City responsible for long term
district administration

* Impact fees and on-site costs
can be included in district
financing

* Liens placed upon properties to
assure payment of assessments

* Assured revenue stream for
debt service on bonds usually
sold to finance project

Attachment A (3 Pages)




FINANCING/CONNECTION POLICY ALTERNATIVES FOR RETROFIT PROJECTS

ALTERNATIVE 2

Financing Mechanism:

Connection Criterion:

Reimbursement District

Nonmandatory Connection

Exception: When Sewer System is Available to the Property and the
Existing On-Site Septic or Other Disposal System Fails,
the Health Department will Require Connection

PROS

CONS

* Council establishes the district
by ordinance

* Map identifying benefiting
properties within the district
recorded, however, there are
no liens

* Public system pro-rata cost due
when property developed and
connected to system

* Connection cost adjusted
annually per ENR index until
connection made

* Simplified formation - no public
vote required to form district

* No means for public vote to form
or dissolve district

* Property owners benefiting
from the improvements pay
for them

* City Sewer Fund incurs system
project cost and debt service
until reimbursed via property
owner connection charges

* Debt is on City’s books

* Uncertain connection rate and
capital recovery period

* City responsible for long term
district administration

* Property owner must obtain own
financing for all pro-rata public
system, on-lot connection, and
impact (buy-in) fees




FINANCING/CONNECTION POLICY ALTERNATIVES FOR RETROFIT PROJECTS

ALTERNATIVE 3

Financing Mechanism:

Connection Criterion:

Sewer Fund

Mandatory Connection When Sewer System is Available to the Property

PROS

CONS

* City Sewer Fund pays for the
project

* Ordinance prescribes connection
when sewer is available

* Cost recovery through sewer
impact (buy-in) fees

* No district involved

* Ordinance prescribing connection
must be enforced City-wide; may
invite legal challenges pertaining
to selection of “priority” areas to
be sewered, and/or subsequent
application of the connection
requirements

* Property owners benefiting
from the improvements pay
for them

* City Sewer Fund incurs system
project cost and debt service
until reimbursed via property
owner connection charges

*When system in place assured
revenue stream for recovery of
capital expense

* Property owner must obtain own
financing for all pro-rata public
system, on-lot connection, and
impact (buy-in) fees
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