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CITY OF HIAWATHA

SPECIAL MEETING

CITY COMMISSION MINUTES
MONDAY, JANUARY 5, 2009 12:00 NOON
HIAWATHA CITY HALL

723 OREGON ST.

1. Pledge of Allegiance/ Call to Order
The Hiawatha City Commission met in special session on Monday, January 5, 2009, at 12:00 noon, with Mayor Gernon, Commissioner Denton, Commissioner Shamburg, Commissioner Sheeran and Commissioner Collins present. 
2. Continue review of Brown County Rural Water District #2 with City Attorney.

The city had received a letter from David Salverson with the Brown County Rural Water District #2 which offered the city $1.24 per 1000 gallons of water beginning January 1, 2009. 
The Commission needed to decide whether or not to accept the $1.24 offer as well as whether to accept the January 1, 2009, effective date. Originally the City had asked for a 12 % increase from the $1.07 they had been paying to begin January 1, 2008, with an additional 3% increase to begin January 1, 2009. The $1.24 amount represents the 12% increase plus the 3% increase, but would not allow any increase for the entire year of 2008. According to calculations by Mr. Peroo, the auditor for Brown County Rural Water District #2, they should be paying only 95 cents per 1000 gallons. He refused to include the maintenance on the water towers as a legitimate expense in the delivery of water.

Mr. Hill, Assistant City Attorney, said that the only way to get the water district to increase the rate for 2008 would be to take it to court. He pointed out that while the water district refused to include the water tower maintenance as an expense for the delivery of water, the contract also stated that the labor portion could be calculated on only that labor associated with the delivery of water to the water district. The employee time cards do not indicate what hours were actually used for the delivery of water to the water district; therefore it would be hard to prove to the court what the actual labor costs were. 
He also indicated that as far as the date that an increase could originate, the contract did state that it would be based on the original start date of the delivery of water, not the date of the contract, and could be increased every two years based on the increased cost of production. The records indicate that the original delivery of water was December 1991, which would allow for the increase in December 2007.
He told the Commission that they could offer a compromise on the effective date for the increase, such as a date midyear 2008. Commissioner Collins did not want to back off of the January 1, 2008, effective date. 

Mr. Hill pointed out that while the amount of increase for 2008 would total approximately $10,000, it could easily cost at least $10,000 to litigate. He also pointed out that proportionality would still be a main issue, and the contract states that it would have to be the same proportionality as the increase for city residents. According to that, proportionately, $1.24 would be the maximum increase.
Mayor Gernon pointed out that the city had raised city residential customer rates by 12% in December of 2007, with another 3% to begin in two years. 

Administrator Ladner pointed out that the city had originally requested from Brown 2 $1.20 per 1000 gallons in December of 2007, with an increase to $1.24 in December of 2009, and an increase to $1.29 in December of 2011. Their offer is to pay $1.24 beginning January 1, 2009, until January 2011, at which point they will go to $1.29. She noted that these increases would actually begin 11 months earlier than for city residents.

Mr. Hill said that his earlier letter to Brown County Rural Water District #2 implied that if the city’s request for the increase was not met, the city would explore rescinding the contract. However, he now indicated that this would be a difficult thing to do. 

He told the Commission that they either need to accept this offer or counter offer with a different rate. They need to come to a half way point for the effective date, or accept their offer. 

Commissioner Shamburg thought we should accept their offer, but advise them in the acceptance letter that the city still considers the water tower maintenance a part of the cost. 

Commissioner Sheeran questioned Mr. Hill if the city would still be required to supply the water district with the contracted amount in case we had to at some point ration water. 

Mr. Hill said he thought it would be the same ratio as for the city. There is a conservation clause in the contract.
He also mentioned that according to the contract, the water district was supposed to get the city’s consent to sell water outside the district, but as far as he knew, they were not selling water outside the district.
Mr. Hill said that the ultimate action would be to shut off their water, but that the liability in that is huge, and it would not be a good idea to do so. 
The contract with Brown 2 is not up until 2031.

Mayor Gernon said that over a 10 year period, the water tower maintenance was a small amount, and there is a gray area as far as the actual cost of labor for the delivery of water. They were going to pay the increase 11 months earlier than the city residents.
Mayor Gernon said that if we accept their rate offer, we also need to let them know that there will be a rate increase in 2011 which may or may not be what they have listed in their offer. He noted that Brown 2 did offer a sizeable rate increase. He also suggested we should let them know that we would be willing to terminate the contract. Mr. Hill said that he had told them that in his letter in October 2008.

Administrator Ladner said that the key is keeping up with the rates. In the past, they didn’t increase as they should have which is what created such a large increase all at once. 
Commissioner Shamburg made a motion, seconded by Commissioner Sheeran, to accept the rate increase from Brown County Rural Water District #2 of $1.24 per 1000 gallons of water effective January 1, 2009, and to notify them by letter that they should anticipate future rate increases, and that the city would include maintenance items including costs of water tower maintenance, and to offer to mutually terminate the contract at an agreed upon date. Motion carried. 4 ayes. 1 nay. Commissioner Collins voted nay.
Mr. Hill said he would write the letter to Brown 2, and although he was no longer with City Attorney Cashman’s office, he would consult with them on this issue. Mr. Hill will e-mail his proposed letter to Administrator Ladner for her to look over. 
3. Adjourn.

Mayor Gernon made a motion, seconded by Commissioner Denton, to adjourn. Motion carried. 5 ayes.

The meeting adjourned at 12:47 p.m.
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