City of Palo City of Palo Workshop Council Meeting September 26,2022

A special workshop meeting of the Palo City Council was held on Monday, September 26,2022 at the Palo Community Center in the Council
Chambers. Mayor Van Kerckhove led the pledge of allegiance then called the meeting to order at 5:30 pm. Council members present: Andrea
Rahe, Jen Welton, Angie Brekke, Pete Hagstrom. Others present Lenna Goodale, City Clerk; Clark Robertson, Public Works; Michelle Cheever, City
Engineer; Logan Rinderknecht, Anderson-Bogert. Mayor Van Kerckhove opened agenda related audience comments at 5:31 pm. No discussion.
Mayor closed comments at 5:31 pm. Welton motion to table sewer line maintenance program for future date to allow more time to research.
Brekke second. 4 Yeas, 0 Nay. Motion carried (4-0).

Extensive discussion had regarding water-sewer rates. Council was given a water and sewer system rate review packet. In the packets, Cheever
went over each report. The reports consisted of a budgeting worksheet that included FY17-18, FY18-19, FY20-21, and FY21-22; Customer usage
chart showing quantity of water from 6/2020, 11/2020, 5/2021, 7/2022, 8/2022 for each 1,000 gallons; Rate review based on variable reserve
options and water usage based on number of people in a household. The average water usage chart is based off statistic data on standard usage
per person. The report doesn’t account for lawn watering or maintenance of pools. Cheever started with the water rate study. She took four years
of data of fixed and variable expenses. The fixed expenses are what determines the flat-base rate for the first 1,000 gallons plus one unit worth of
unit rate charges. She explained the five different reserve options from $0, $25,000, $50,000, $75,000, and $100,000. Cheever went over the
calculations. Fixed costs include the water tower inspections and maintenance contract from last year. Cheever explained & went over the variable
expenses from last year and indicated a 3.5% increase to account for inflation. The minimum base rate is calculated by taking the fixed expenses
divided by metered customers divided by the number of months per year then add a unit rate times one, which is one month. The unit rate is
calculated by the variable expenses divided by the annual metered water divided by 1,000 gallons. She stated both these numbers went up from
the review we looked at earlier this year because she was able to use last fiscal year’s numbers now and last year’s expenses were significantly
higher. Hagstrom enter meeting at 5:42 pm.

Cheever stated the sewer system is the same calculations but different numbers. The big difference is the loan repayment for the sewer system
with the force main to Cedar Rapids. The loan payment goes up .5% to 1.5% each year which needs to be built into the rates. Brekke confirmed the
loan payment goes into the fixed expenses which is the base rate. The schedule for the loan repayment goes until 2039. Cheever explained council
approved the state chemical treatment contract for $19,200 per year to lower the sulfites at the September meeting. That was also included on the
rate review. There are options for the minimum rate and the unit rate based off the different reserve values. Cheever recommends starting at
$75,000 reserve option. She stated one repair last year was over $65,000 for the force main. No matter what reserve council chooses,
approximately 121 users will have their sewer portion go down because they have been subsidizing the higher users.

Resident had questions on the variable expenses on the water report on the high increase over the last four years. Mayor stated funds and
accounts were not coded correctly in the past and we had been using the general fund in past years to cover expenses. Resident also had questions
on the American Rescue Fund. Brekke wanted to discuss moving a percentage of salaries or other variable expenses to fixed expenses making the
base rate be higher, but ultimately lowering the unit rate. More discussion on calculating each year. Cheever explained grant opportunity and how
the city needs to show they can financially assist in grant funding. Palo will not qualify for grants if they’re showing a deficit in both their water and
sewer. Resident brought up a second meter. Council stated that the city does offer second meter or residents can rent second meter up to four
days. Discussion had regarding new homes to be plumbed with two separate meters. Discussion with residents on second meters and billing.
Mayor thanked the residents who attended the workshop. He appreciates them showing up and bring good conversation. A resident stated his
biggest concern is the city needs to make up the deficit for both water and sewer. He hopes council takes in consideration when increasing rates
for the reserve options.

Council had discussion on amounts that they would like to see moved from variable expenses to fixed expenses for both the water & sewer rate
tables. Council had some discussion on the ideal reserve amounts that each person felt comfortable with. It was advised to Council that they could
discuss the different reserve amounts at the first reading. Cheever will adjust what Council is asking for and bring prepared packets for review at
the next meeting. Council will review and discuss a first reading Ordinance at the next regular Council Meeting held on Monday, October 17t at
6:30 PM.

Mayor open general audience comments at 6:55 pm. Again, mayor Van Kerckhove stated he appreciates the residents coming and their
thoughtfulness of their words. It makes a difference, and it helps council. Brekke also stated that she appreciated the residents who took the time
to come and get educated along with Council. Mayor closed comments at 7:01 pm. Brekke motion to adjourn at 7:01 pm. Rahe second. 4 Yeas, 0
Nay. Motion carried (4-0).

Respectfully submitted by Lenna Goodale



