SR TOWN COUNCIL AGENDA

SPECIAL MEETING November 2,2017 @ 6:30 p.m.

CALL TO ORDER — Mayor Swearingen

Purpose of the special meeting is to discuss matters related to the facility improvement project
construction bids and budget and proposed water and sewer Systems Development fees.
Notice of the meeting was posted at Town Hall and on the website on October 30, 2017, thus
meeting the 48 hour notice requirement.

DISCUSSION AND CONSIDERATION
Expansion, renovation of existing town hall. police and fire buildings; construction of new fire
station

1. Bids and alternate bids (Project Manager/Dugan)
2. Recommendation of the architectural firm for award of contract (Project Manager/Dugan)

3. Amendments to the Capital Project Budget Ordinance (Copenhaver)

Requires motion to approve budget amendments 18-01, 18-02 and 18-03 as presented
Amendment 18-01 increases expenditures to increase construction related costs by net of
$208,809; establishes budget of $100,000 for third party project management costs; increases
budget for miscellaneous project costs by $22,150 and for revenue increases budget for financing
by $250,000; increases budget for transfer from the GF by $80,959

Amendment 18-02 transfers $80,959 from GF appropriation 10-310-00-00 to increase Capital
Project Fund Budget

Amendment 18-03 establishes line item 10-420-65-00 in Administration for relocation expenses
and transfers $176,000 from GF appropriation 10-310-00-00

4. Determination of the final loan amount (Council)
Requires motion to authorize Finance Officer to proceed with loan in amount of §___

5. Award the contract for construction (Council)
Requires motion to award contract to (company name) at cost of 3 , contingent upon
financing approval from Local Government Commission

6. Any other topics directly related to the facility improvement project

System Development Fees

Discussion and consideration of proposed fees and 45 day notice period (Copenhaver)

Requires motion to authorize Finance Officer Copenhaver to proceed with 45 day notice period
on proposed system development fee assessment of 8592.26 for water and sewer connection for
all new development, per unit.

ADJOURNMENT



BIDS
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RECOMMENDATION FROM ARCHITECT



October 25, 2017

OAKLEY
COLLIER
Ms. Nancy Avery, Town Clerk O CA ARC H ITECTS

Town of Kure Beach
117 Settlers Lane
Kure Beach, NC 28449

Reference: Kure Beach — Town Hall & Fire Department
Project No. 16026

Dear Nancy:

Enclosed is our official Bid Tabulation in regard to the above project. Based on the bids received, the
apparent low bidder is Thomas Construction Group with a base bid amount of $4,355,000. On Affidavit
A-Listing of Good Faith Efforts, the Contractor had a total of 90 points. Also, the Contractors Minority

Participation was 5%. The subcontractors included on the Bid Form were:

e Evergreen Clearing - Site

e Garrett Construction Services - Plumbing

e Garrett Construction Services - Mechanical
e Llaney Electric - Electrical

Additionally, there were twelve alternates included in the bid. Based on available funding and the desire
of Board of Commission, we recommend award of:

Alternate # Description Amount
FG-6 Fire Hydrant +$25,194.00
TG-6 Interior Renovation +$6,613.00

It is our recommendation that you award the project to Thomas Construction Group in acceptance of the
base bid and both alternates for a total of $4,386,807.00.

After your review and Board approval, we shall prepare the construction contract for award.
Should you have any questions, please do not hesitate to call.
Sincerely,

R

Timothy D. Oakle\y,/AlA, LEED AP
Enclosure

OAKLEY COLLIER ARCHITECTS 109 CANDLEWOOD ROAD, ROCKY MOUNT, NC 27804 (P} 252.937.2500 WWW.OAKLEYCOLLIER.COM

1111 HAYNES STREET, SUITE 109, RALEIGH, NC 27604  (P) 919.985.7700



ﬂancy Avery

From: Arlen Copenhaver

Sent: Monday, October 30, 2017 4:19 PM
To: Phillip Anderson

Cc: Nancy Avery

Subject: RE: Kure Beach application

Phillip,

The breakdown between Town Hall and the Fire Station is as follows:
Town Hall (52.4%) $2,882,000
Fire Station (47.6%) $2,618,000
Please let me know if you have any questions or require additional information.

Thank you.

Arlen Copenhaver, CPA
Finance & Budget Officer
Town of Kure Beach

117 Settlers Lane

Kure Beach, NC 28449
Tel: (910) 458-8216

Fax: (910) 458-7421
a.copenhaver@tokb.org

From: Phillip Anderson [mailto:Phillip.Anderson@nctreasurer.com]
Sent: Monday, October 30, 2017 2:11 PM

To: Arlen Copenhaver <a.copenhaver@townofkurebeach.org>
Subject: Kure Beach application

Arlen,

We received the Town’s application today for the Town Hall & Fire Station project. Would you let me know how much
of the $5,500,000 is for the Town Hall ? How much of it is for the Fire Station?

Thanks

Phillip Anderson
Financial Analyst 3200 Atlantic A Raleigh, NC 27604
Debt Management Section b

State and Local Government Finance www NCTreasurer.com

Division vy K ° m
Phone: (919) 814-4275

Fax: (919) 855-5812




CAPITAL PROJECT BUDGET ORDINANCE
AMENDMENTS



REVISED CAPITAL PROJECT ORDINANCE

TOWN HALL EXPANSION AND NEW FIRE STATION

Be it ordained by the Town Council of Kure Beach, North Carolina, that, pursuant to
Section 13.2 of Chapter 159 of the General Statutes of North Carolina, the following
capital project ordinance is hereby adopted:

Section 1. The project authorized is the expansion of Town Hall and construction of
a new fire station to be financed by a transfer from the General Fund and installment
financing.

Section 2. The officers of this unit are hereby directed to proceed with the capital
project within the terms of the installment financing agreements and the budget contained
herein.

Section 3. The following amounts are appropriated for the project:
Feasibility Study $ 28,500
Axchitectural Services 386,757
Miscellaneous Project Costs 30,000
Construction — Town Hall 1,656,597
Construction — Fire Station 2,716,084
Project Contingency & Third-Party
Project Management 182,062
Total Project Costs $5,000.000
Section 4. The following revenue sources are anticipated to be available to complete

this project:

Transfer from the General Fund $ 250,000
Installment Financing 4.750.000
Total Revenue Sources $5.000.000
Section 5. The Finance Officer is hereby directed to maintain within the Capital

Project Fund sufficient detailed accounting records to satisfy the requirements of any
installment financing agreements and State and Federal regulations.



Section 6. Funds may be advanced from the General Fund for the purpose of making
payments as due.

Section 7. The Finance Officer is directed to report, on a quarterly basis, on the
financial status of each project element in Section 3 and on the total revenues received.

Section 8. The Budget Officer is directed to include a detailed analysis of past and
future costs and revenues related to this capital project in every budget submission made

to this Board.

Section 9. Copies of this capital project ordinance shall be furnished to the Town
Clerk, the Budget Officer and the Finance Officer for direction in carrying out this
project.

This ordinance being duly passed and adopted this 30th day of May, 2017,




TOWN HALL EXPANSION AND NEW FIRE STATION
REVISED PROJECT BUDGET
AS OF 11/02/2017

EXPENSES:
Feasibility Study $28,500
Architect Fees $386,757
Third Party Project Management $100,000

Construction - Town Hall:

Construction $2,309,613
Technology Wiring & Equipment $23,750
Furnishings $47,500
Contingency (5% of construction costs) $115,480
Total Construction - Town Hall $2,496,343

Construction - Fire Station:

Construction $2,077,194
Technology Wiring & Equipment $38,300
Furnishings $89,400
Contingency (3% of construction costs) $62,315
Total Construction - Fire Station $2,267,209

Miscellaneous Project Costs:

Survey $6,500
LGC Loan Application Fee $1,250
Bank Loan Fees $2,900
Legal fees $25,000
Special Inspections $16,000
Other S500
Total Miscellaneous Project Costs $52,150
TOTAL PROJECT EXPENSES $5,330,959
REVENUE:
Transfer From General Fund $330,959
Installment Financing $5,000,000

TOTAL PROJECT REVENUE $5,330,959




CALCULATION OF CONSTRUCTION BUDGET

TOWN HALL
Original Bid
Site Work (1/2 of total)

Alternative TG-6: Interior Renovation

FIRE STATION
Original Bid
Site Work (1/2 of total)

Alternative FG-6: Fire Hydrant

$2,113,500
$189,500

$6,613

$2,309,613

$1,862,500
$189,500

$25,194

$2,077,194




BUDGET AMENDMENT

FISCAL YEAR ENDING JUNE 30, 2018

AMENDMENT DATE: 11/02/2017

Budget Amendment No.: 18-01

DESCRIPTION/PURPOSE OF AMENDMENT

Based on the contractor bids received for the new Fire Station and Town Hall expansion/
renovation project, as well as other changes to the project, the Town Hall Expansion and New
Fire Station Capital Project Ordinance requires revision. The changes to the Capital Project
Ordinance are as follows:

Expenditures

e Increase construction-related costs by a net of $208,809 determined as follows:

o Town Hall construction $724,266

o Fire Station construction (511,190)

o Construction contingency (4,267)
Total $208.809

o Establish a budget of $100,000 for third party project management costs (Constructive
Building Solutions, LLC)

¢ Increase the budget for miscellaneous project costs by $22,150 determined as follows:

o Additional survey costs $ 3,250
o Bank loan fees 2,900
o Special inspections 16,000

Total $22.150

Revenue

e Increase the budget for financing by $250,000 (from $4,750,000 to $5,000,000)

e Increase the budget for transfers from the General Fund by $80,959 (from $250,000 to
$330,959)



ACCOUNTS AFFECTED

Account No. Account Name Debit Credit
42-580-02-00 Construction Expenses $208,809
42-580-04-00 Project Management Expenses $100,000
42-580-05-00 Other Project Costs $22,150
42-320-00-00 Loan Proceeds $250,000
42-315-00-00 Transfer In From General Fund $80,959

NOTE: (a) Budget Officer may transfer between line item expenditures without limitation and
without a report being required up to $10,000 at any one time. (b) The Budget Officer may
transfer amounts within departments and of the same fund and reported as part of the financial
statements. He/She shall make an official report immediately to Council on such transfers.

(c) The Budget Officer may not transfer amounts between funds without prior Council action.

Requested By: __Arlen Copenhaver, Finance/Budget Officer Date: 11/02/17

Approved By: _ Arlen Copenhaver, Finance/Budget Officer Date: 11/02/17

(Copies of actions/directives from Council Meeting to be attached, if required as per NOTE
above).

Approved by Council 11/02/17 Emilie Swearingen, Mayor

ATTEST: Nancy Avery, Town Clerk




BUDGET AMENDMENT

FISCAL YEAR ENDING JUNE 30, 2018

AMENDMENT DATE: 11/02/2017

Budget Amendment No.:_18-02

DESCRIPTION/PURPOSE OF AMENDMENT

As aresult of Budget Amendment 18-01 to increase the Town Hall Expansion and New Fire
Station Capital Project Fund Budget, an additional transfer of $80,959 from the General Fund is
required. The revenue source for this transfer is an appropriation of the General Fund balance.

ACCOUNTS AFFECTED

Account No. Account Name Debit Credit
10-580-99-99 Transfers Out $80,959
10-310-00-00 Appropriate GF Balance $80,959

NOTE: (a) Budget Officer may transfer between line item expenditures without limitation and
without a report being required up to $10,000 at any one time. (b) The Budget Officer may
transfer amounts within departments and of the same fund and reported as part of the financial
statements. He/She shall make an official report immediately to Council on such transfers.

(c) The Budget Officer may not transfer amounts between funds without prior Council action.

Requested By: _ Arlen Copenhaver, Finance/Budget Officer Date: 11/02/17

Approved By: _ Arlen Copenhaver, Finance/Budget Officer Date: 11/02/17

(Copies of actions/directives from Council Meeting to be attached, if required as per NOTE
above).

Approved by Council 11/02/17 Emilie Swearingen, Mayor

ATTEST: Nancy Avery, Town Clerk




BUDGET AMENDMENT
FISCAL YEAR ENDING JUNE 30, 2018
AMENDMENT DATE: 11/02/2017

Budget Amendment No.:_18-03

DESCRIPTION/PURPOSE OF AMENDMENT

As a result of the capital project to expand/renovate Town Hall and construct a new Fire Station,
the Town Hall complex must be vacated during the construction. The initial estimate is for a
period of one year beginning in late November 2017 or early December 2017. The current
estimate for relocation-related expenses for the entire one-year period is $212,500. The portion
pertaining to FY 2018 is estimated to be $176,000. Although an expense relating to the Town
Hall/Fire Station project, relocation expenses are not a part of the actual capital expenditures that
will be recorded as a capital asset of the Town upon project completion. As a result, this Budget
Amendment is to establish a relocation budget line item, within the Administration Department,
that will be used to account for relocation expenses incurred in FY 2018. A relocation budget
line item will also be required in the FY 2019 operating budget for relocation-related expenses
that will be incurred in that year

ACCOUNTS AFFECTED

Account No. Account Name Debit Credit
10-420-65-00 Relocation Expenses $176,000
10-310-00-00 Appropriate GF Balance $176,000

NOTE: (a) Budget Officer may transfer between line item expenditures without limitation and
without a report being required up to $10,000 at any one time. (b) The Budget Officer may
transfer amounts within departments and of the same fund and reported as part of the financial
statements. He/She shall make an official report immediately to Council on such transfers.

(c) The Budget Officer may not transfer amounts between funds without prior Council action.

Requested By: _ Nancy Avery, Town Clerk Date: 11/02/17

Approved By: _ Arlen Copenhaver, Finance/Budget Officer Date: 11/02/17

(Copies of actions/directives from Council Meeting to be attached, if required as per NOTE
above).

Approved by Council 11/02/17 Emilie Swearingen, Mayor

ATTEST: Nancy Avery, Town Clerk




RELOCATION ESTIMATED COSTS
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SYSTEM DEVELOPMENT FEES



TOWN OF KURE BEACH
SYSTEM DEVELOPMENT FEES
AS OF OCTOBER 31, 2017

SUMMARY OF HOUSE BILL 436 (SESSION LAW 2017-138)

House Bill 436 (Session Law 2017-138) entitled “An Act to Provide for Uniform Authority to
Implement System Development Fees for Public Water and Sewer Systems in North Carolina
and to Clarify the Applicable Statute of Limitations” was signed by Governor Cooper on July 20,
2017. This bill clarifies a local government utility’s authority to assess upfront charges for water
and sewer. This new law grants local government utilities specific authority to assess one type
of upfront charge called a system development fee.

In the bill, a system development fee is defined as follows:

“A charge or assessment for service imposed with respect to new development to fund
costs of capital improvements necessitated by and attributable to such new development,
to recoup costs of existing facilities which serve such new development, or a combination
of those costs, as provided in the Article.”

The system development fee must be calculated based on a written analysis that:

1.

Is prepared by a financial professional or a licensed engineer qualified by experience and
training or education to employ generally accepted accounting, engineering, and
planning methodologies to calculate system development fees for public water and sewer
systems.

Documents in reasonable detail the facts and data used in the analysis and their
sufficiency and reliability.

Employs general accepted accounting, engineering, and planning methodologies,
including buy-in, incremental cost or marginal cost, and combined cost methods for each
service, setting forth appropriate analysis as to the consideration and selection of a
method appropriate to the circumstances and adapted as necessary to satisfy all
requirements of House Bill 436.

Documents and demonstrates the reliable application of the methodologies to the facts
and data, including all reasoning, analysis, and interim calculations underlying each
identifiable component of the system development fees and the aggregate thereof.

. Identifies all assumptions and limiting conditions affecting the analysis and demonstrates

that they do not materially undermine the reliability of conclusions reached.

Calculates a final system development fee per service unit of new development and
includes an equivalency or conversion table for use in determining the fees applicable for
various categories of demand.

Covers a planning horizon of not less than 10 years nor more than 20 years.

1



8. Is adopted by resolution or ordinance of the local government unit in accordance with
G.S. 162A-209.

Adoption and Review Process

For not less than 45 days prior to considering the adoption of a system development fee analysis,
the local governmental unit shall post the analysis on its Web site and solicit and furnish a means
to submit written comments, which shall be considered by the preparer of the analysis for
possible modifications or revisions.

After expiration of the period for posting, the governing body of the local governmental unit
shall conduct a public hearing prior to considering adoption of the analysis with any
modifications or revisions.

The local governmental unit shall publish the system development fee in its annual budget or rate
plan or ordinance. The local governmental unit shall update the system development fee analysis
at least every five years.

Use and Administration of Revenue

Revenue from system development fees calculated using the incremental cost method,
exclusively or as part of the combined cost method, shall be expended only to pay:

1. Costs of constructing capital improvements including, and limited to, any of the
following: ,

a. Construction contract prices.

b. Surveying and engineering fees.

c. Land acquisition cost.

d. Principal and interest on bonds, notes, or other obligations issued by or on behalf
of the local governmental unit to finance any costs for an item listed sub-
subdivisions a. through c. of this subdivision.

2. Professional fees incurred by the local governmental unit for preparation of the system
development fee analysis.

3. If no capital improvements are planned for construction within five years or the foregoing
costs are otherwise paid or provided for, then principal and interest on bonds, notes, or
other obligations issued by or on behalf of a local governmental unit to finance the
construction or acquisition of existing capital improvements.

Revenue from system development fees calculated using the buy-in method may be expended for
previously completed capital improvements for which capacity exists and for capital
rehabilitation projects. The basis for the buy-in calculation for previously completed capital
improvements shall be determined by using a generally accepted method of valuing the actual or
replacement costs of the capital improvement for which the buy-in fee is being collected less
depreciation, debt credits, grants, and other generally accepted valuation adjustments.



System development fee revenues shall be accounted for by means of a capital reserve fund
established pursuant to Part 2 of Article 3 of Chapter 159 of the General Statutes and limited as
to expenditure of funds in accordance with this section.

Time for Collection of System Development Fees

For new development involving the subdivision of land, the system development fee shall be
collected by a local governmental unit either at the time of plat recordation or when water or
sewer service for the subdivision or other development is committed by the local governmental
unit. For all other new development, the local governmental unit shall collect the system
development fee at the time of application for connection of the individual unit of development
to the service or facilities.

PROCESS FOR DETERMINING WATER AND SEWER
SYSTEM DEVELOPMENT FEES FOR KURE BEACH

A common legal consideration (Rational Nexus) related to system development costs (SDC) that
are used to calculate system development fees is establishing a reasonable relationship between
the amount of the SDC and the cost associated with serving the new development. The Rational
Nexus test considers the following elements:

1. A connection between new development and the new or expanded facilities required to
accommodate such development.

2. Identification of the cost of new or expanded facilities.

3. Apportionment of the cost to new development in relation to the benefits it receives.

For element number one, Kure Beach Public Works Department evaluates capital improvement
needs relating to water and sewer operations considering the need for new facilities to
accommodate growth. These needs are incorporated into capital improvement plans. The water
and sewer infrastructure has been constructed taking into account projected future growth and
system demands.

Element number two, relating to the cost of new or expanded facilities, is satisfied by
maintaining records of capital asset additions, disposals and improvements that are then used for
financial reporting purposes and follow generally accepted accounting principles.

Element number three, apportionment of the cost to new development, is accomplished by using
one of the permitted calculation methodologies.



Calculation Methodology

House Bill 436 identified three possible methodologies to use in calculating the system
development fees. They are the buy-in method, cost or marginal cost method, or a combined
cost method. Based on the planning philosophies and practices followed by Kure Beach that
provide for increased capacity in advance of the actual demand, the buy-in method was
determined to be the best method to calculate the system development fees. The buy-in method
is based on the value of the system’s existing capacity. This methodology is typically used when
the existing system has adequate capacity for current and future development. With this method,
new development “buys” a proportionate share of capacity at the cost of the existing facilities.
The buy-in methodology is based on the concept of achieving capital equity between existing
and new customers.

Data, Assumptions and Limitations

The capital asset data used in valuing the system capacity was obtained from the capital asset
accounting records that are the basis of capital asset financial reporting in accordance with
generally accepted accounting principles. These records detail the original cost, accumulated
depreciation and net asset (book) value of each asset. The net book value of water and sewer
capital assets as of June 30, 2017 was used in the calculation and updated with capital asset
additions and disposals through October 31, 2017.

Additionally two types of valuation adjustments were applicable to determine the value of
capacity. First is the debt credit. The outstanding debt relating to water and sewer operations
must be deducted from the value of net assets. This is necessary because the debt service for the
loans used to acquire the capital assets is included in the water and sewer operating budget and
therefore are paid from revenue generated from the monthly water and sewer fees that are based
on usage. As of October 31, 2017, the total outstanding debt for water and sewer operations was
$1,098,324.69.

The second valuation adjustment is the grant credit. This credit represents grant proceeds that
were received for water or sewer capital additions and improvements. As a result, the capital
assets of the Town were increased without using Town funds. The grant credit totals
$402,493.25 and pertains to sewer operations.

Regarding other assumptions, certain older water and sewer capital assets were identified only as
“Infrastructure”. Therefore, there was no clear delineation between which assets were water
capital assets and which were sewer capital assets. In these instances, the assumption used was
to equally divide these assets between water and sewer operations.

Finally, a limitation in performing the calculations was whether the water and sewer capital asset
listings were complete. Without any other information available relating to water and sewer
capital assets, the assumption was made that the capital asset records were sufficient and,
therefore, the capital asset records did not contain any material omissions.



Kure Beach Use and Administration of System Development Fees

The system development fees collected by the Town will be accounted for in the Sewer
Expansion Reserve Fund (SERF), which is an existing capital reserve fund. Use of the system
development fee revenue will require Town Council action to move the funds from the SERF to
the Water and Sewer Fund. As a result of using the buy-in method, the associated revenue can
be used for previously completed capital improvements for which capacity exists and for capital
rehabilitation projects.

Qualifications of Preparer of the Written Analysis

The system development fee analysis was prepared by Arlen Copenhaver, Finance & Budget
Officer for the Town of Kure Beach. Arlen has been a Certified Public Accountant (CPA) for
over 33 years and has over 36 years of finance-related experience. Included in his experience is
over seven years of North Carolina local government finance experience that includes water and
sewer financial operations, budgeting, accounting, financial reporting and rate analysis and
determination for water and sewer operations.

SYSTEM DEVELOPMENT FEE ANALYSIS

Page 6 of this document summarizes the calculation of the system development fees for Kure
Beach. The system development fee is divided into two components, water and sewer. Refer to
page 6 for specifics of the calculation. In summary the calculated fees are:

CATEGORY VALUE OF GALLONS AVERAGE DAILY SYSTEM
PER DAY OF CAPACITY USAGE (gals.) DEVELOPMENT FEE
Water $1.83 137.5 $251.63
Sewer $2.49 136.8 $340.63
Total $592.26

The remaining pages of the analysis contain the documentation supporting the system
development fees calculated on page 6.
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