SPECIAL CITY COUNCIL MEETING

Wednesday, April 27th, 2011

5:00 P.M.  -  SHEAD HIGH SCHOOL

Those in attendance:   Councilor Paul Critchley, Councilor Michael Cummings, Councilor John Miller, Councilor Dave Morang, and Council President, Robert Peacock.  Also in attendance was City Manager, Jon Southern; City Clerk, Ella Kowal; City Treasurer, Traci Jamieson; Sewer Clerk, Judy Robinson; and Tax Assessor, Robert Scott; 
.

Council President, Robert Peacock, opens the meeting by welcoming the auditor, Doug Hollingsworth. 
Mr. Hollingsworth gave an overview of what consists of their audit report and continues forward with a briefing of the financial data of the FY2010 audit.  He then explains the differentiation of the financial statements for municipalities versus businesses or other non-profit entities.  He also refers to Page 6 & 7 of the Audit and gives a short explanation of what the financial data means.  In addition, he makes reference that with a year end closing date of June 30th; it comes at a time when Revenue is low.  He then continues with referring to Page 25 which gives a review of what was budgeted versus what was actually expended.  A job was well done on tracking the expenses, however, what was budgeted for intergovernmental services was significantly high compared to what was actually received for revenue and it is anticipated that this may possibly be due to cuts from the State. Basically, it was monies that the City relied upon bud did not receive.  Council President, Robert Peacock, asked of Mr. Hollingsworth whether the figure for intergovernmental revenue was both the City and the School.  This figure is reflective of State monies and not the Federal.  The $542,000 variance is both State Revenue Sharing for the City and State money for the School.  The Auditor continues with reference to Page 10 – Statement 6 whereby he points out it shows a deficit in the amount of $282,681.56 of which a good portion in the amount of $264,736.00 is a non-cash depreciation. This will eventually matter especially in terms of systems needing to be upgraded.  Basically, it is an artificial measure of how old the system is with an estimated guess of its life expectancy.  He then refers to Page 9 making reference to the Capital Assets.  He explains that, on an average, we are half way through the estimated life of the Sewer assets and that there is no guarantee that they will last that long.  It may be that some equipment is aging a bit sooner than anticipated.  Council President, Robert Peacock, asks a question of the Auditor with respect to the depreciation on Page 10 in that if this figure was taken out; then our operating loss would actually be $18,000 on the Sewer system.  Mr. Hollingsworth wishes to refer to Page 19 & 20 with a quick overview of the numbers.  Another brief reference was made to Page 21 which is a detailed summary of the City’s debt schedule which is reflective of no new debt for the year end 
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FY2010.  The City’s present debt is evenly scheduled out through the year 2025 and averages out to be approximately $150,000 for each year.  Council President, Robert Peacock, asks the Auditor where in the Audit to locate the Sewer Bond and he refers him to the top of Page 22 of the Audit but unsure of the exact amount.  The City Manager, Jon Southern, responded that it was his understanding that there was a combined consolidation of debt.  Council President, Robert Peacock, makes reference that our Sewer Bond is at 1-1/2% and the remaining debt is at 4-1/2% and asks of the Auditor if it would be advisable to refinance that into a lower debt for a lower interest rate.  Mr. Hollingsworth responds that if it were a year ago he would recommend it.  However, with the economy being what it is; he is unsure that it could be financed at an attractive rate. But then again, it could not hurt to look into it.
Lastly, Mr. Hollingsworth advises the Council that they typically issue a Management Letter as part of their Audit which normally outlines recommendations and improvements to the day to day operation and the system in place; but because the City has endured such change in personnel over the past year who held years of experience and present staff is somewhat new to their positions, they have chosen not to issue a Management Letter with this Audit with the staff being new in their jobs.  Mr. Hollingsworth also makes reference to the workload of the City Manager, Jon Southern, and notes that he is stretched pretty thin and suggests that if there is any way to lessen the load or ease some of the burden; it would prove to be beneficial in the long run.
The Auditor, Mr. Hollingsworth, opens the floor for questions.  Council President, Robert Peacock, asks of him whether he considers this to be a clean audit and he responded that he did.  Council President also asked the Auditor about what he found in terms of the accounting with respect to Economic Development and whether he found it to be sufficient and accurate relative to what the City is financially responsible for and his response was affirmative.   Council President also questions the Auditor as to the number of years for the depreciation at the Sewer plant.  The Auditor responded that he thought it to be somewhere between 20-30 years.  Questions were also raised by the Council President about the ownership of the School and the property thereof.  The Auditor refers to Page 17 to further address some of these questions.  Council President also asks of the Auditor if he felt that the financial management system that is in place presently is adequate for the City as far as the controls that are needed to do an Audit.  The controls are not there, but having said that, he further responds that it is a problem that affects ¾ of the communities in Maine whereby they cannot afford to implement the full checks and balances.  The Auditor feels strongly that the Treasurer and the City Manager should be reprieved from the handling of any and all cash.  He is of the understanding that the City Manager does not engage in the handling of any funds but realizes that present circumstances rely on the Treasurer for the handling of certain funds and cash related transactions.  The City Managers advises that it is very rare that any one of the employees are there on their own and that they all contribute to the accountability of the daily 
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transactions.  The Auditor makes reference to the fact, that ideally and realistically , the Treasurer should only handle the numbers and never touch the cash.  However, this is in an ideal world of a community with 6,000 people but understand with the smaller communities that this may not be the case.
Council President asks the Auditor if he felt the City has adequate insurance for personnel in terms of liability and he responded positively.  He feels that the bonding in place covers the peeks of the cash we hold.
Councilor Cummings made reference to continue implementing dual signatures for the issuance of checks in large amounts.

Council President reflects on the cost of the Audit and the City’s portion being $15,000 with the Federal being $7,000.  As for the time frame and its completion, it certainly could be done sooner if the School was not part of the City’s Audit and given that we were bound by the results of the AOS this past year; it contributed to the additional time to complete said Audit.  Council President also makes a suggestion to the Auditor with reference to the presentation with a request to enlarge the font for easier reading.
Councilor Cummings raises questions to the Auditor relative to monies or revenue in lieu of taxes as a Quaisi Municipality.  The Auditor responded that this would be revenue recorded somewhere within the Audit.
Council President asked the Auditor if he found any serious problems, other than the lack of record keeping in past Audits in terms of Economic Development and he responded that he did not.
The City Manager asks the Auditor that if the Council leaves this meeting this evening and finds they have additional questions, if they would be willing to address them through the City Manager and he responded positively and encouraged another meeting with the Council if need be.
Martha Brickett addresses the Council and the Auditor with a question relative to the CD’s under investments listed on Page 19 of the Audit and asks if it is required by State law that they remain as such.  The Auditor’s understanding of the law is that such investments are not restricted to CD’s, however, any other consideration must go through the Council as well as the advisement of legal Counsel in terms of placement or allocation thereof.
Heinz Milenkovic makes a suggestion to the Council with respect to available Revenue in that they consider applying it to the bonds with the shortest term to help reduce the amount of debt within a reasonable time frame if the opportunity presents itself.
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PUBLIC HEARING

EFFICIENCY MAINE  -  PACE PROGRAM

(MODEL ORDINANCE & CONTRACT)

WEDNESDAY, APRIL 27TH, 2011

5:00 P.M.  -  SHEAD HIGH SCHOOL

The hearing was called to order at 5:55 p.m.  Those present:  Paul Critchley, Mike Cummings, John Miller, Dave Morang, and Council President, Robert Peacock.  Also in attendance was City Manager, Jon Southern; as well as City Clerk, Ella Kowal.

Council President, Robert Peacock, advises that this hearing is being held to receive public input with respect to consideration for adopting a Model Ordinance and Contract for the Efficiency Maine PACE Program.
The Council President asks the City Manager if legal Counsel has had an opportunity to review the contract and he responded that is has received the approval of legal Counsel.

Council President opens the floor for comments from the Council as well as input from the public.

Sally Erickson expresses her feeling that she believes this to be a good opportunity for the City and its residents.

Council President shares that he took the time to contact the director of Efficiency of Maine.  Basically, it is a loan program that the State set up which allows the City to adopt an ordinance which allows home owners within the City to participate with this program that will help with the proper energy savings improvements.  Loans are approved up to $15,000 with an interest rate of 4.9%.  The maximum amount loaned would result in a payback payment of somewhere between $115-120 a month over a fifteen year period.  The program is administered by Efficiency Maine which is a non-profit organization with Federal monies issued through this revolving loan program. 
Councilor Miller asked Sally Erickson what the funds could be utilized for.  She responded that they could be used for insulation, upgrade to a heating system, windows, and lighting.  It is recommended that an energy audit be completed and the cost averages approximately $2,500.  
It is understood that this opportunity applies to Residential, Commercial, and Industrial.
Council President, Robert Peacock, declared the hearing closed at 6:04 p.m.
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SPECIAL CITY COUNCIL MEETING

Wednesday, April 27th, 2011

5:00 P.M.  -  SHEAD HIGH SCHOOL

Those present:  Paul Critchley, Mike Cummings, John Miller, Dave Morang, and Council President, Robert Peacock.  Also in attendance was City Manager, Jon Southern; as well as City Clerk, Ella Kowal

1.
CALL TO ORDER
The meeting was called to order at 6:05 p.m. by Council President, Robert Peacock.
2.
ACTION ON PUBLIC HEARING
MOTION
MORANG

SECOND
MILLER

To accept the PACE ordinance and contract from Efficiency Maine.
PASSED
5-0
3.
“THERMAL EFFICIENCY: EASTPORT” PROJECT

(Minerva Partners & City of Eastport)
Hugh French spoke with respect to the program which holds an interest in partnering with the City and feels there is good potential and offers the City the opportunity to participate in the program which could result in them working hand in hand with the PACE program which would could also be fruitful to additional benefits and helpful to the possibility of the School being able attain assistance with respect to their need as well as other local sites.  Basically, the program could provide supportive alternative funding resources to the community overall with a variety at no cost to the City.

The City Manager addresses the Council and explains that what is before them is a non-binding memorandum of understanding and that it is not a legal agreement that would lock the City into any financial obligation.  The City’s legal Counsel has reviewed the document and has no concerns or reservations with what has been drawn up.  There is nothing in the contents of the document that would hold either party to remain within the agreement.  Sally Erickson spoke that she had done some research relative to Minerva and what impressed her was that they are very much into preservation.
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MOTION
CRITCHLEY

SECOND
MILLER

To move forward with a partnership between the City and Minerva Partners with respect to the “Thermal Efficiency: Eastport” Project and to execute the Non-Binding Memorandum of Understanding with no obligation.
PASSED
5-0
4.
TOT PARK  -  SOUTH STREET
The City Manager addresses the Council and advises that the property is assessed at $22,700 and the Tax Assessor advises that it is at 96% of the market value.  It is the City Manager’s recommendation to sell the property as the City is unable to maintain it.  He has looked into alternative resources and has found that there are no grants available.  Therefore, he asks the Council to consider placing this property out to bid with a minimum bid of $22,000.
MOTION
CUMMINGS

SECOND
MILLER
To sell said property a/k/a and referred to as the Tot Park on South Street which is also described to be a double lot.
PASSED
5-0
MOTION
CUMMINGS

SECOND
CRITCHLEY
To place a minimum bid of $22,000 on the sale of the Tot Park located on South Street.
PASSED
5-0
5.
ADJOURNMENT
MOTION
CRITCHLEY

SECOND
CUMMINGS

To adjourn.

PASSED
5-0
(6:25 P.M.)
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