City of Blytheville

Finance Committee
May 12, 2026
Meeting Agenda

Committee Members: Others In Attendance:

e Council Member Perrin (C)
e Council Member Marshall
o Council Member Moore

Agenda:
l. Finance Report from CFO, John Callens
Il. Old Business - none

[l. New Business

a. Utilities
i. Lift Station Adjustments
ii. Review of Act 605 and 2022 Raftelis Rate Study

b. Council Procedure

i. Review of Ord. 1840

IV.  Remarks & Questions Outstanding

Our next meeting will be held on Tuesday, June 9t at 4:00pm.



.
vy

Lift Stati

Vendors & Payments: $300,670.69
Dever Industrial Maintenance - $48,875.00 - 3 Invoices

- $11.857.60 |
- $13536.25
- $23.481.25

|
Blackmon Industrial Electrif.: -$25,776.17 - 1 Invoice
Boomer Environmental - $3,;975.00 -1 Invoice
Jowers General Contractingi- $95,660.00 - 2 Invoices

- $72,000.00
- $23,660.00

Tencarva Machinery - $126,384.42 - 2 Invoices

- $92,049.42
- $34,335.00

i

imburseme mlin xnC°

$288,414.05 !




Philadelphia Indemnity Insurance Company
Philadelphia Indemnity Insurance Company

1

49,692.60 Receipts
228,430.45 Receipts
10,291.00 Receipts

Philadelphia Indemnity Insurance Company

288,414.05

288,414.05




FINAL RULE
AGENCY NO. ANRC 138.00

Rules Implementing Act 605 of 2021

Purpose
The purpose of these rules is to:
a. Implement Ark. Code Ann. § 14-234-801 et. seq.;
b. Provide oversight of retail water providers to promote efficiency in service and stability
in fiscal management;
¢. Provide training and education to governing bodies of retail water providers; and
d. Provide training of local, state, and federal leaders on the issues surrounding provider
personnel, finances, compliance, and environmental factors.
The rules shall be read in conjunction with Ark. Code Ann. § 14-234-801 et. seq.

Definitions

The following definitions are supplemental to the definitions in Ark. Code Ann. § 14-234-801 et. seq.:

1.

9.

“Annualized Revenue Requirement” means the projected revenue if the recommended
increase, as well as all previous recommended increases, is in effect for the full 12-month
period. :

“Commission” means the Arkansas Natural Resources Commission.

“Debt Service Coverage Ratio” (“DSCR”) means Net Operating Income divided by Total Debt
Service.

“Department” means the Arkansas Department of Agriculture, including the Natural Resources
Division thereof.

“Future Capital Expenses” means the design and construction of new and replacement
infrastructure, including any associated labor and fees.

“Major Development Project” means a project that exceeds twenty percent (20%) of gross
revenues of the provider for the immediately preceding fiscal year.

“Non-operating Revenue” means revenue derived from sources other than water use charges.
“Net Operating Income” means earnings before interest, tax, depreciation, and amortization
(EBITDA) less capital expenditures.

“provider board” as used herein shall have the definition provided in Ark. Code Ann. § 14-234-
801(b)(3).

10. “System” means:

a. For a provider that provides water service only, the provider's water system.

b. For a provider that provides water service and sewer service, but where the water
system and the sewer system are not operated as a joint and integrated undertaking
(i.e., when a separate audit is prepared for water and for sewer), the provider’s water

system.



.

c. For a provider that provides water service and sewer service, and the water facilities are
operated as a joint and integrated undertaking (i.e., when water and sewer are
combined in a single audit), the provider’s joint and integrated water and sewer system,

11. “Total Debt Service” means current debt obligations, including but not limited to any interest,

principal, sinking fund, and lease payments due in a given year.

Refurbishment and Replacement Account

. Refurbishment and Replacement accounts, as required under Ark. Code Ann. § 14-234-802(e),

shall only be used to make repairs or to replace watersystem System appurtenances.

. Providers may designate existing depreciation or replacement accounts as the Refurbishment

and Replacement Account required by Ark. Code Ann. § 14-234-802(e), so long as the amount
deposited therein complies with the provisions of Ark. Code Ann. § 14-234-802(e).

. The calculation of the amount required to be deposited into a Refurbishment and Replacement

Account pursuant to these Rules and Ark. Code Ann. § 14-234-802(e) shall be based on the gross
operating revenues of a System.

. The funds shall not be used for routine repairs. Expenditures of $1,000 or less shall be

considered routine repairs.

. Utilization of funds from the Refurbishment and Replacement account must be approved by the

Provider Board prior to its use,

Rate Studies for Retail Water Providers

. Retail water providers shall obtain rate studies pursuant to the requirements in Ark. Code Ann. §

14-234-802.

. A provider that plans to undertake a major development project, as defined above and in Ark.

Code Ann. § 14-234-802(h)(2), shall obtain a rate study or amend the provider’s existing rate
study before beginning the major development project to include consideration of the financial
impact of the major development project on the fiscal sustainability of the provider.

. Rate studies shall be based on the guidelines of the American Water Works Association and the

Water Environment Federation.
a. The rate studies shall include:
i. Reports containing the following information for the current year and projections for
the next five years:
1. Acomprehensive cost analysis, including:

a. Operations and maintenance (O&M) expenses;

b. Financing expenses, including but not limited to debt service payments, bond
issuance costs, and commercial paper fees, if applicable;

c. Any required cash reserves unavailable to pay for expenses, including but not
limited to the annual refurbishment and replacement account deposit
requirement as set out in Ark. Code Ann. § 14-234-802(e);

d. Depreciation expenses;

future capital expenses;
f. Expenses required for an annual audit or agreed-upon procedures and
compilation report;



4.
5.

6.

g Expenses required for rate studies required under Ark. Code Ann. § 14-234-802;
and

h. Any other expenses not accounted for in paragraphs (a) through (g).

A comprehensive revenue earnings analysis, including:

a. Available Cash balance;

b. Non-rate revenue;

c. Rate revenue without recommended increases;

For the five projected years, recommended rate increases and the projected

additional revenue derived therefrom;

Debt Service Coverage Ratios;

The number of days that the available cash balance could cover O&M expenses

without additional revenue;

Annualized revenue requirement.

ii. The provider's asset management plan, including:

1.

2.

inventory of essential assets and for each essential asset, without limitation, the
following information:

Asset type;

Annual maintenance costs;

Year installed;

Vendor-specified useful life, if available;

Anticipated date of replacement;

Installation or replacement cost estimate; and

g. Projected consequence of failure.

The provider’s plan for replacement of essential assets.

mpap oo

iii. Proposed changes in rates should be based on achieving and maintaining a Debt
Service Coverage Ratio of 1.1 or higher.
iv. An explanation of the provider's chosen rate design; and
v. Recommendations for any changes to the provider’s operations, including a plan on
how the changes should be implemented.
vi. Certification by the entity performing the rate study that such study complies with Ark.
Code Ann. § 14-234-801 et. seq. and these Rules.
b. Rate studies shall be provided to the Department at the time it is provided to Arkansas
Legislative Audit under Ark. Code Ann. § 14-234-802(i).
¢. The Commission may request further information necessary to determine a provider’s fiscal
status, and providers shall ccoperate with the Commission’s requests.
d. The Commission may waive any one or more requirement in Section 1V(3)(a), above, upon
written request.
4. Rate studies for providers that operate a joint and integrated water and sewer system shall
analyze the total System.
5. Rate studies performed shall be an objective and unbiased review of the provider’s fiscal status.
6. The Commission will maintain a list of approved entities to conduct rate studies as required
under Ark. Code Ann. § 14-234-802(f)(1). The Commission may remove an approved entity from
its list of approved entities if it determines that an entity violated Arkansas law or Commission
rules in performing a rate study.



V. Determinations of Fiscal Distress

1. A Provider will be in Fiscal Distress if the Provider:

a. Fails to obtain a rate study as required;

b. Fails to implement the rates contained in the completed rate study required within one
(1) or two (2) years as provided under ACA 14-234-802(c)(2)(B){ii)-(iii); or

c. Fails to maintain a Debt Service Coverage Ratio of 1.05 or higher.

2. A Provider may be determined to be in fiscal distress if the Provider:

a. Does not comply with the training required by Ark. Code Ann. § 14-234-805 and Section
VIii, below;

b. Fails to file with Arkansas Legislative Audit an audit report or agreed-upon procedures
and compilation report required by Ark. Code Ann. § 14-234-120;

¢. Fails to maintain unincumbered cash or cash equivalents in an amount equal to one-
twelfth of the total expenses from the most recent fiscal year;

d. Fails to adopt budget before the beginning of a new fiscal year providing for sufficient
revenues to meet or exceed anticipated expenses during that fiscal year;

e. Fails to make all required payments due to the United States Treasury — Internal
Revenue Service, Arkansas Department of Finance and Admission, or Arkansas
Department of Health;

f. Fails to make any bond, loan, or lease payment; or

g. Fails to comply with an administrative order of the US Environmental Protection Agency,
Arkansas Department of Health or Arkansas Division of Environmental Quality
concerning operation and maintenance of the system.

3. Providers determined to be in fiscal distress shall submit to the Department an improvement
plan as required in Ark. Code Ann. § 14-234-802(k} detailing in writing the provider’s plan to
resolve the violation or violations of rule or law or the provider’s plan to resolve its fiscal
insufficiency that caused it to be considered in fiscal distress.

4, A provider will be determined by the Commission to no longer be in fiscal distress if:

a. The provider resolves the violation of rule or law that caused it to be considered in fiscal
distress and obtains written verification from the Commission that the violation has
been resolved; or

b. The provider implements a change of rates that is shown by the study to resolve the
provider’s fiscal insufficiency.

vi. Miscellaneous

1. A provider seeking approval from the Commission under Ark. Code Ann. § 14-234-802(g) shall
demonstrate its fiscal sustainability by submitting to the Commission a business plan
demonstrating its technical, financial, and managerial capacity.

2. Pursuant to provisions relating to Commission intervention under the conditions provided for in
Ark. Code Ann. § 14-234-804(d), upon request of a municipal provider or a customer or
unserved customer of a municipal provider, the Department will assist in the resolution of the
issue or issues if the party or parties involved demonstrate that all parties involved made a good
faith effort to resolve the issue or issues.



Vil.

a.  Such intervention may include without limitation negotiation or mediation with the

party or parties involved.
b. If the Department determines that a party is not acting in good faith, the Department
may end its intervention.

Training

. The Advisory Training Board created under Ark. Code Ann. § 14-234-805 shall develop the

training protocol for provider board members, including training protoco! for rate studies
performed under the guidelines of the American Water Works Association and the Water
Environment Federation. '

. By December 31, 2022, a majority of the members of provider boards shall receive a minimum

of eight hours of provider training.

If a change in membership of a provider board causes the provider board to have less than a
majority of members who have undergone provider training, enough members of the provider
board shall receive provider training within one year of the change in membership such that a
majority of the board has received training.

. Each provider board shall report the following information annually, by January 31, to the

Department:
a. the names and contact information of each member on the provider board;
b. an identification of which members have obtained eight hours of provider training; and
c. anidentification of which members have served on the board for more than ten (10)
years and are exempt from the training requirement pursuant to Ark. Code Ann. § 14-
234-805(a){(3).



October 6, 2022

John Callens

Finance Director

City of Blytheville

124 W Walnut St.
Blytheville, AR 72315

RE: Proposed Water and Sewer Rates and Deposits

Dear Mr. Callens:

As discussed with the City Council at their meeting on September 12, 2022, the financial plans we
developed propose a 15% rate revenue increase for the Blytheville Water Works and a 25% rate revenue
increase for the City sewer utility.

Water Rates

For the water utility we propose to implement these adjustments 'across-the-board' so that every customer

will see a 15% increase in their water bill for the same amount of billed usage. This results in the
proposed rate schedule shown below:.

Current Rates Proposed Rates Adjustment
Fixed Charge (per month)

3/4" Domestic S 10,03 § 11.54 15%
3/4" Commercial S 13.33 § 15,33 15%
1Y S 19.99 § 22,99 15%
1.944" g 28.88 § 33.22 15%
11/2" S 36.50 § 41.98 15%
2" S £9.54 § 79.98 15%
3" s 148.31 S 170.56 15%
4" S 267.73 & 307.89 15%
B" 5 797.54 § 917.18 15%
g" g 1,070.69 § 1,231.30 15%
Volume Rate (gallons)

0-1,000 g g -

1,001-50,000 S 2,00 5 2.30 15%
50,001-100,000 g 1.88 5 2.17 15%
=100,000 S 1.76 5 2.03 15%
wholesale S 2,50 5 2.88 15%



John Callens

Sewer Rates

October 6, 2022

For the sewer utility we are proposing an approach that increases the fixed charges for larger volume
users a greater amount than those using the amount included in the sewer base charge, 3,000 gallons per
month for residential and 5,000 gallons per month for commercial. The utility’s current rate structure
places a large emphasis on the fixed charge and recovers a relatively low amount on from those with

higher sewer volumes, which is not a typical sewer rate structure.

We have discussed with City staff moving to a sewer billing structure that would include a minimum
amount similar to what is currently done then charge for volume usage above that, similar to the water
utility’s existing structure. However, City staff has indicated that detailed billing data to conduct this
analysis will need to be collected, so we have determined that this will need to be done in the future once

that data can be collected over a suitable period.

In the interim we propose the adjustments shown in the table below for the sewer utility.

Residential (per month)
0-3,000
3,001 to 6,000
6000 - 3000
9000 - 12000
12000-15000
15000-20000
> 20000

Commercial {(per month)
0-5000
5000-10000
10000-15000
15000-20000
20000-25000
25000-50000
50000-75000
75000-100000
100000-125000
125000-150000
150000-200000
200000-250000
250000-500000
500000-1000000
> 1000000
> 1000000 Volumetric

Current Rates Proposed Rates

Y VR U U U U U

WV Ur U U U U U U U U U U U U U U

16.97
19,32
22.21
24,52
26.83
29.14
31.39

36.28
39.87
43.86
48.24
53.07
158.07
173.90
191.27
210.43
231.48
254.63
258,18
431.72
£89.53
689.53
0.20
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V> U U U U U U

YR UE VX UR UR U U UL U U U U U D U U

20.71
24,15
27.77
34.33
37.57
43.71
47.09

44,27
49,84
54.83
60.30
66.34
197.59
260.85
286.91
315.65
347.22
381.95
387.27
647.58
1,034.30
1,034.30
0.30

Adjustment

22%
25%
25%
40%
40%
50%
50%

22%
25%
25%
25%
25%
25%
50%
50%
50%
50%
50%
50%
50%
50%
50%
50%



John Callens October 6, 2022

Customer Deposits

We recommend that the City increase the customer deposit for water and sewer utility service from
$75.00 to $90.00. This amount is consistent with the rate increases being proposed for the water and
sewer rates. This amount should be increased with each subsequent increase to the water and sewer rates
to provide the City with appropriate security for providing water and sewer service.

We appreciate this opportunity to be of service to the City of Blytheville, if there are any questions or
comments concerning our recommendations, please feel free to contact me at any time.

Sincerely,
RAFTELIS FINANCIAL CONSULTANTS, INC.

R

Thomas A. Beckley
Vice President

Page 3



Ordinance 1840 - Establishing Rules of Order and Procedure in Council Meetings, Committee
Meetings, Compensation and for Other Purposes

SECTION 7. CODE OF ETHICS
(A) -General -

Members of the City Council occupy positions of public trust. All business transactions
of such officials dealing in any manner with the public funds either directly or indirectly, must be
subject to the scrutiny of public opinion both to the legality and to the propriety of such
transactions.

(B)  Conflict of Interest -

Council Members shall refrain from making use of special knowledge or information
gained by virtue of their elected office before it is made available to the general public; shall refrain
from making or influencing decisions involving business associates, customers, clients,
competitors and immediate family members and shall comply with all lawful actions, directives
and orders of duly constituted municipal officers as such may be issued in the normal and lawful
discharge of the duties of these municipal officers. Nothing herein, however, shall serve to deny
Council Member of the legal rights and privileges available to all Blytheville citizens.

(C) Responsibility of All Council Members -

Council Members shall conduct themselves so as to bring credit upon the city as a whole
and so as to set an example of good ethical conduct for all citizens of the community. Council
Members shall bear in mind at all times their responsibility to the entire electorate, shall refrain
from actions benefiting special interest groups at the expense of the city as a whole, and shall do
everything in their power to ensure equal and impartial law enforcement throughout the city
without respect to race, creed, color, or the economic or social position of individual citizens.

In an effort to allow the public full knowledge of financial and personal interests, Council
Member are expected to file an annual statement of financial interests as required in Arkansas
Code Ann. 21-8-701.



