
Jackson City Council Agenda 
Monday, February 26, 2018 - 5:30 PM Special Meeting 

Jackson City Hall, 33 Broadway, Jackson, California 95642 

1. APPROVAL OF AGENDA.

Approval of agenda for this date; any and all off-agenda items must be approved by the City Council 
(pursuant to §54954.2 of the Government Code.) 

2. DISCUSSION CALENDAR

a. Wastewater Fund budget deficits and plan moving forward.

3. ADJOURNMENT

Posted:   City Hall, 33 Broadway, Jackson 

UPCOMING MEETINGS: 

February 26, 2018 7:00pm – City Council Meeting 
March 12, 2018   7:00pm – City Council Meeting 
March 14, 2018 10:00am – Cemetery Committee Meeting 
March 19, 2018   6:30pm – Planning Commission Meeting – to be confirmed 
March 26, 2018   7:00pm – City Council Meeting 

UPCOMING CLOSURE DATES FOR CITY OFFICES: 

No upcoming closures.  

Agenda materials will be available for review (pursuant to §54957.5 Government Code Section) 
in the City Clerk’s office in City Hall. 

In compliance with the Americans with Disabilities Act (ADA), if you need special assistance to participate in this meeting, you 
should contact the Office of the City Clerk at (209) 223-1646 (voice) or (209) 223-3141 (fax).  Notification 48 hours prior to 

the meeting will enable the City to make reasonable arrangements to assure accessibility to this meeting. 

Visit our website at http://ci.jackson.ca.us 
for copies of previous agendas, minutes and City budget. 
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City of Jackson  
Council Meeting Memorandum 

Monday, February 26, 2018 - 5:00 PM Special Meeting 

To:  Honorable Mayor and Members of the City Council 

From: Yvonne Kimball, City Manager 

Date submitted: February 22, 2018 

Agenda Item:  2a: Wastewater Fund budget deficits and plan moving forward 

Summary and Discussion: 

Issue: 
The sewer fund is not solvent. (I think I can say the same for most of the major funds.  We will 
focus on the Sewer Fund today due to its urgency). 

Staff is deeply concerned that we are unable to fulfill our agreement with the State for the 
WWTP Improvement Project.  We are also concerned about the overall financial health of the 
Sewer Fund.   

1. Concerns related to the loan. We began to notice that we do not have enough money to
meet our payment obligation to the $12 million loan which funds the WWTP
improvement project.  The first annual payment is $471,638 in 2020 and $511,431
thereafter for 29 more years.  The current rate schedule includes a WWTP loan payment
category.  Based on the schedule, Staff project a shortage of $253,638 ($471,638 -
$218,000) for the first payment.  However, the reality is even worse:  City’s budget has
been including the loan payment category dollars in the operational revenues. As a result,
the revenue projection is higher than what it is supposed to be by approximately
$172,000 in FY 17-18.  (I wanted to give a special thank-you to Councilmember Sweet
for bringing this to my attention).

The SRF agreement with the State requires that City establish rates and charges
sufficient to generate net revenues equal to at least 1.2 times the total annual debt
service; And City establish a restricted Reserve Fund, held in the Wastewater Fund,
equal to one year’s debt service prior to the construction completion date of the project.
The restricted Reserve Fund shall be maintained for the full term of the Finance
Agreement.

We are concerned that the current rates and insolvency of the fund do not support the
above expectation.
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2. Concerns over the overall solvency of the Fund.  This Fund has seen operational losses
for two years and we anticipate another year of about $300,000 losses due to the recent
discovery in how the operational revenues were projected and other unexpected needs.
As a result, the Fund balance has been rapidly decreasing over the years.  As of June 30,
2017, it has a zero-fund balance.  The Fund Balance was $1,309,809 at the beginning of
FY 15-16 and reduced to $721,896 by June 30, 2016 and then to zero by the end of FY
16-17.

Why the rapid reduction of the fund balance and the insolvency of the fund?  Staff 
believes 1. since the adoption of the current rates in 2016, there have been increased and 
unexpected needs for the WWTP and the sewer collection system and 2. rates were not 
sufficient at the first place, To wit:  

Sanitary System Management Plan (SSMP) implementation has become an operational and 
budgetary priority.  It obligates us to spend at least an additional $150,000 a year on sewer 
collection system.   

The City has been received fines by the Regional Board on four deficiencies at the collection 
system and the treatment plant.  To date we have spent $1,114,000 in total for fines and/or 
settlement projects at WWTP to address the State Regional Water Board’s orders.   Additionally, 
we are working on a settlement with the State which would amount to close to $180,000 plus 
attorney and consultant fees.   Due to the history of fines and penalties, moving forward, there is 
a need to set aside $30,000 a year for fine related needs.  

The WWTP experienced sudden personnel departures.  While the city is actively seeking to fill 
the vacancies, the WWTP is being temporarily operated by a qualified contractor – at a higher 
cost than full time employees.   Additionally, in order to avoid future personnel crisis at WWTP, 
an additional operator is recommended.   Administrative personnel cost was not accurately 
captured in the existing rates, including the accounting, reporting, and other support services.    

In addition to the lack of adequate funds to pay back the loan, zero amount of capital reserves 
were projected in the rate schedule for FY 17-18 and beyond.  A Fiscal Sustainability Plan 
Report conducted as part of the loan program suggests a substantial amount of capital reserves. 
The SSMP for the sewer collection system also suggests a minimum of $250,000 a year for 
capital needs.  

Solution: 
When we have money problems, we would naturally look at both the expenditure and the 
revenue.  When I review the sewer fund expenditure, I could not find more fat to trim.  When I 
turn to the revenue side, I’ve considered the options of borrowing from other funds and using 
grants. We cannot borrow anything from other funds because the City’s overall financial position 
is not positive.  Neither can we rely on grants for long-term solutions although we will continue 
to seek assistances.  It appears that the only viable option left is to adjust the rates upwards so 
that the revenues can increase and the reserves can be built.   
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Process: 

By law, a rate adjustment will take a minimum of 45 days.  It took years to adjust the rates we 
currently have.  Due to the requirement for the loan, the rate needs to be adjusted as soon as 
possible.  Instead of a fully-fledged rate study done by a consultant which would take several 
months, Staff recommend utilizing the last rate model and address the voids accordingly.  We 
anticipate this timeline:  

• March 2018:  City updates its rate model to reflect the increased costs.

• April 2018:  City provides Proposition 218 notice to ratepayers.

• June 2018:  City conducts public hearing and approves the new rates.

• July 1, 2018: begin to implement the revised rates for the next five years

/attachments: 
Current rate sheet, sewer fund audit pages, a summary of fines/penalties to date, loan payment 
schedule, FY 17-18 budget pages, Fiscal Sustainability Plan for the WWTP.  
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