MINUTES
PAYETTE CITY COUNCIL
Regular Council Meeting

January 21, 2025

REGULAR MEETING
A regular meeting of the Payette City Council was called to order at 5:30 PM by Mayor Lopez in
Council Chambers of Payette City Hall, 700 Center Avenue.

ROLL CALL
Members Present.  Mayor Lopez, Bobbie Black, Jim Franklin, Mike Kee, Kathy Patrick, Lori
Steiniker, Ray Wickersham

Members Absent:

Staff Present: David Tate, City Administrator; Sarah Skelly, Mayor's Clerk; Eben
Masingill, City Attorney (remotely); Robert Armanza, City Engineer; Gary
Marshall, Police Chief; Jake Hust, Water Supervisor; Kevin Petty, WWTP
Supervisor; and LisaAnn Riddick, Deputy City Treasurer

PLEDGE OF ALLEGIANCE

The Pledge of Allegiance was led by Mayor Lopez.

CITIZEN COMMENTS
No comments were heard.

APPROVAL OF MINUTES

A motion was made by Steiniker and seconded by Franklin
to approve the Regular Council Meeting Minutes of
January 6, 2025.

Councilor Black asked staff to double check the term expiration date of Library Trustee Terrie
McKay.

After an unanimous voice vote by the Council, the motion
CARRIED.

APPROVAL OF PAYABLE

A motion was made by Wickersham and seconded by
Black to approve payables in the amount of $435,468.59.

Councilor Steiniker asked about four separate charges to the Building Inspector for TVCA. It
was explained that each building has a permit and each permit is billed separately.
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Councilor Black asked why Police Department radios are being charged to the Water
Department. Water Supervisor Hust said, “It's the antenna for our meter reading software. It got
keyed in that way when we set it up.”

Ayes: Franklin, Kee, Patrick, Steiniker, Wickersham, Black
Nays: None

The motion CARRIED.

AGENDA ITEMS

1. Keller Associates — Water Rate Study — Justin Walker

Justin Walker, Keller Associates, presented the results of the water rate study to the Council.
Walker said, “The primary two sources of revenue for your wired utilities are user rate revenue
or monthly water bills and connection fees, and we're going to talk about both of those tonight.
Right now, you have a base rate which is a fixed fee no matter how much water a person uses
and then you have a consumptive rate or usage-based rate and that is directly proportional to
how much water something uses. Then you add those up and that’s a person’s water bill. We
didn't iook at changing the structure of your water rate. We just looked at how we were going to
adjust the current rate structure that you have. We focused primarily on the residential water
rate because 99 percent of your users have a three-quarter inch. There is a proposal of an ideal
water rate. It does not break down how much to increase the base rate versus the usage rate. It
just says this is how much you would have to raise or lower your water bill every month.”

Walker continued, “User rate is dependent on growth or the lack of growth or how many
connections you have water usage and then the water usage patterns and historical financial
data. When we talk about an EDU in the infrastructure world, we’re talking about an equivalent
dwelling unit. That’s in essence the average amount of water that a single family, residential
home uses. A master plan was completed back in 2020 for the water system. That report
projected a 0.7 percent growth rate moving forward. You're growing at a much more rapid rate
than was projected. If you end up having more rapid growth than you estimated, that puts you in
a better financial position in general.”

Walker added, “The 2024 residential number of EDUs connected to the system was 2,827, and
the number of total EDUs, which would include commercial and industrial, was 3,088. In
Payette, about 62 percent of the water usage is residential, 14 percent commercial. The
average monthly water usage for a home is about 4,900 gallons, but can range from 4,000 all
the way up to 8,500 gallons a month. You're definitely on the low end of typical water usage.
Water rates should pay for operations and make operation maintenance pay for debt service.
They should also pay for a system replacement budget so that as the infrastructure reaches to
the end of this useful life, you have the means to replace it without having to go and borrow
money. The reality is, we can estimate what a life is of various parts of a water system, but
some fail sooner and some live well beyond their expected life, so we get it based on averages.”

Walker said, “You have had a consistent increase in your revenue every year except for 2024.
That’s positive. That's an important trend to note. Your operating expenses have also increased
each year, except for 2024. On average they increased at a rate of 7.7 percent. If you track
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inflation costs nationally, it's pretty close to that number. The amount of money set aside for
depreciation is not adequate to cover an ideal asset replacement budget. If you aren't able to
set aside enough money for the ideal replacement budget, then theoretically you wouldn't
always have what you need for replacement infrastructure. You also use your connection fee
revenue to subsidize your operations. With that in mind, one of the key steps in the process was
to calculate what an ideal replacement budget is for the City's water system infrastructure. In a
perfect world, the City would set aside about $1.4 million every year into a fund that could be
used to replace assets.”

Walker continued, “We calculated what your average water bill would have to be per residential
customer to generate enough revenue to cover both your operating uses and that ideal
replacement budget. In 2025, to fully fund that ideal replacement budget, you would have to
have an average water bill of about $52. It's about a $19 rate hike. | didn't stipulate whether you
do the base rate or the consumptive. I'm just saying the average bill has to go up a total of $19.
If more of your rate adjustment is in the base rate, then you have a more guaranteed and
predictable revenue. If you put more of your rate adjustment in the usage component, then it's
less predictable. If you grow at a much more rapid rate, there's more folks to spread those costs
over. There will be additional cost though, because as you grow you're producing more water. In
the ideal world, you basically need to cover all your maintenance. Your fixed costs are between
75 to 90 percent of your overall costs. In a perfect world, you would have the base rate set at an
amount that you could fund all your fixed costs. We're not necessarily recommending you do a
huge hike. Many communities try to get to a target rate over a period of time. After that initial
hike, if you were to do that, then you would have to raise the rates at about six percent just to
keep up with your inflation. It's advisable to update this in at least a simple way every vear,
because then you have a whole |ot better picture of what is going to be the future growth of this
community.

Walker added, "The City’s existing water rate is $33. There's a handful of communities that are
lower than your current rate. There's a whole bunch that are higher than your current rate. If you
were to implement that rate hike, you would be maybe one of three that are the highest in this
area. Just to caveat on Meridian, their water connection fee is $5,400 for three-quarter service.
When you take that over the last 15 years where you probably added 30,000 connections, you
can imagine the revenue that they have been able to generate.” Walker clarified that this rate
increase does not include if the City bonds. Mayor Lopez said, “My goal, as I've always said, is
to pay for the water reservoir without bonding and | hope we can get there as long as we adjust
the rates enough to get ourselves in position where we can pay for it."

Walker said, “For the water connection fee study, when we evaluated zero connection fee, we
used the equity buy in philosophy, which, in essence, is when a new home, for example,
connects to your system they're in essence buying a certain capacity in your system. There's a
value to that. That value is theoretically the maximum connection fee you can charge. What you
do is you establish the replacement cost in 2024 of essentially every asset in your system and
then we discount it by unfunded depreciation. Calculate the 2024 replacement value, discount it
by the remaining life and then discount it by any debt. Take that discounted replacement value
and divide it by the capacity of the system and that’s the maximum allowable connection. We
established a replacement budget in 2024. Then we depreciate based on life which largely
came from the 2020 study. There’s the 2024 depreciated value and it’s a little more than half of
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the actual ideal replacement value in 2024. Then we calculate the capacity of your system and
divide it by two and it comes to a maximum connection fee of $6,200. You're currently charging
$2,500, so you certainly have a lot of room to move. There’s a lot of implications, but you can
justifiably charge up to $6,200 and say, ‘Here's the data to support it.” You're kind of in the
middle of the pack at your existing rate. There's plenty of communities higher than you. There’s
a few lower. At the end of the day, your system is your system. Your system is unigue to you
and you should do what's right for you.”

2. Discussion on Water Rates

Mayor Lopez said, "We did water. We were way low. You guys didn’t want to do sewer at the
same time, so sewer stayed low for a while and then we got sewer up, $2,500 each. The reason
that | pushed for the study is one, | wanted an outside opinion, an outside firm to give us an
overview. In my opinion, we can't afford not to go up because we've been historically low for too
long. We had to bond for $2 million in water. That is sad. We should not have to bond for $2
million of infrastructure on a $48 million system. it blew my mind that we could not afford a $2
million water reservoir.” Walker said, “In each of your fiscal years, there are monies set aside to
replace your infrastructure. It's used to do great things and important things and that’s part of
the replacement budget. My message is simply, 'It's too low.”

Mayor Lopez continued, “It's a lot of money and | get that. Somebody asked me once about
water rates because that's been the hot topic since I've been in this position. | remember when |
was a kid, all the adults would say, ‘The federal government’s doing this. My grandkids are
going to have to pay for it when they're adults.’ Well, we're the grandkids. We've got to pay for
this because 30 years of low water rates, and unfortunately, had they done better with rates for
the last 30 years, we wouldn’t be this bad. We made summaries to the connection fees, but |
think we could easily jump to $3000, then maybe next year look at it again. We know our
citizens want water, they want clean water, they want potable water. | wish we could go back in
time and just raise them 10 or five percent for the last 30 years, and then we wouldn't be talking
about this, but we've definitely got to do something.”

Mayor Lopez continued, “I'm a 38-year-old male. | know that | carry the burden of taxes for the
elderly. We create income so the elderly can have Social Security and they can live out their
golden years. | would like to see a 10 percent reduction on the base rates for people on fixed
incomes. | would like to take the burden off the senior citizens in some way because there's a
lot of seniors that can't afford it. | would like to see something like that eventually if we can make
the numbers work.”

3. Discussion on Subdivision Fees

Mayor Lopez asked how many hours City Hall staff spend on subdivisions before the
subdivision goes to Council. Mayor's Clerk/Office Manager Skelly said about 80. Mayor Lopez
said, “They need to pay for it. The flip side of that is one development is good for pay. We don't
want to hammer the guys that are developing the City, but on the other side, you explain to
them that here's what it cost us. We have to pay 80 hours of staff time to do it. We’re trying to
offset our cost. | think there’s an argument made for that. These big cities are funneling the
money into their general fund. They're charging people for every step and they're requiring
people to do these steps. They're making sure their general fund is funded by what they're
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doing. | don't believe we as a City are truly funding our general fund with what we're doing.
That's where | say, ‘Instead of looking or talking about impact fees right now, we need to fix up
our fee structure to reflect 2025.” We are so far behind the curve that's where we need to put in
the effort. We're not able to provide the functions of the general fund without a deficit at this
point. We can't even fathom truly shrinking that deficit without increasing revenue.”

Councilor Kee said, "You can’t charge an absorbent amount that isn't justifiable. If you've got 80
hours of staff time into one of these permit reviews, you're not going to make any money. The
fees should be representative of what we're putting into it.” Mayor Lopez said, “If a subdivision
can be justified at $2,000 an application, that puts $2,000 back in the general fund. We need to
make the fees enough to where we can make that deficit manageable.” It was agreed that
subdivision fees would be obtained from Meridian to compare.

4. Discussion on Building Permit Fees

Mayor Lopez said Building Permit fees are based on 45 percent of the ICC values. Mayor Lopez
said, “Our Building Inspector allows a person to say, ‘This is a new build and this is what it's
going to cost me to build." If they say they’re building it for $200,000 but the ICC values are
$320, he allows them to pay a permit at $200,000. | would like to clean that up with the
Council's consent. | can just say we're going to the ICC values across the board. We need to
get to that $100 mark and charge based on $100 a square foot. We are residential one and two
family, and then we are five B, that's the type of build that we do. We are 1686, but only 45
percent of that value, so 166 translates to $74.74, that is what we are charging per square foot.

Mayor Lopez continued, “What we actually charge for the permit is the standard. It's the
standard of valuation cost chart out of the International Residential Code, and it breaks it down
on your values. Resale value is $230 a square foot. Average building cost to build in the United
States, according to this chart, is $166 a square foot for the type of building we build. Qur labor
is not as high as in other areas, so that’s why at one point the Council said, 'Go 45 percent of
the value.’ 45 percent of the value, | befieve is too low to get what we need to do. QOur easiest
thing is to adjust the 45 percent to a value that makes sense. We are inspecting the structure,
we are talking about the cost of the structure, what it cost to build the structure and what we're
going to charge them is based on this. We should be up around 60 percent. We're a little
archaic in building permits and we have a very good way forward to fix our building permits.”

5. Discussion on Impact Area

Councilor Franklin said, “I| have a copy of ldaho Title 67, Chapter 65, Land Use Planning, and
the second paragraph says, 'An area of impact is where drili and development are expected to
occur. Areas of impact should be planned for growth and development and should not be used
to stop growth and development that conforms to applicable plans and ordinances. Areas of
impact should be established, modified or confirmed based on the ability and likelihood of the
City were cities to annex lands within that area of impact in the near future, the City may adopt a
comprehensive plan and conduct infrastructure capital improvement planning that extends
beyond its current area of impact. Counties and cities shall review their area of impact at least
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every five years to determine if modifications are needed or to confirm existing boundaries of
the standard area more frequently than every five years.'

Franklin continued, “The whole purpose of Planning & Zoning Commission is to develop,
implement and carry out these plans. We have a little problem with the County P&Z. They're
hampering the City's growth. They are mismanaging land use in the impact area that can make
them money and they're hampering the growth of the City. State statutes say we have an
impact area. We have a plan, follow the plan. | wish it were that simple.” Mayor Lopez said, "I
don't think that they have a deadline, they're just talking about it. We are probably less on their
radar now that | proposed this.” Councilor Black asked, “If | own a piece of property outside of
what we finally do on the impact area can | ask for it to be annexed?”

Skelly said, “Number one, you have to be in the impact area to annex. Number two, it has to be
contiguous. If she’s outside the impact area, she cannot come in unless we change our impact
area again. They can ask us to change it again.” Mayor Lopez said, “Even in shrinking it, | don’t
think that there’s really any area that in the next five years would be truly impacted. | don’t think
anybody's taking services across the Payette. | think the whole purpose of the law is to get
away from a few appointed officials. | think having appointed officials making decisions without
following a plan is illegal. The elected officials’ job is to make sure there's a plan. The growth
that we see is north of us. We're headed north. I'm just trying to make it where they'll actually
enforce our building codes and our requirements in the impact area. The only thing | want is that
they go to the City standards.”

6. ORDINANCE 1562 AN ORDINANCE OF THE CITY OF PAYETTE, IDAHO, AMENDING
THE PAYETTE MUNICIPAL CODE SECTION 17.80.001 OF CHAPTER 17.80 IN TITLE 17
TEMPORARILY SUSPENDING COLLECTION OF DEVELOPMENT IMPACT FEES; SETTING
AN EFFECTIVE DATE; ESTABLISHING SEVERABILITY; ESTABLISHING A REPEALER. 2Md
Reading

A motion was made by Steiniker and seconded by Black to
introduce Ordinance 1562 by title only.

After an unanimous voice vote by the Council, the motion
CARRIED.

Mayor Lopez read Ordinance 1562 by title only.

A motion was made by Steiniker and seconded by Kee to
suspend the rules and pass Ordinance 1562 on its 2"
Reading.

After an unanimous voice vote by the Council, the motion
CARRIED.

A motion was made by Steiniker and seconded by Patrick
that Ordinance 1562 do pass.
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Ayes: Kee, Patrick, Steiniker, Wickersham, Black, Franklin
Nays: None

The motion CARRIED.

Mayor Lopez said, “Impact fees are suspended.”

7. Update on City Clerk Appointment

Mayor Lopez said, “| reached out to the Director of AIC and she clarified with me my tiebreaking
vote was not legal. That vote was not done legally, so unfortunately that's nullified. Skelly is no
longer appointed, and [ don’t plan on bringing it back to the Council at this time.”

DEPARTMENT & COMMISSION REPORTS
1. Police Department Report — December 2024
2. Library Report — December 2024

3. Engineering Report

COUNCIL COMMENTS
Franklin invited Council to the First Wednesday launch February 5 at 5:30 PM

Councilor Steiniker encouraged everyone to read up on the voucher bill proposal that the Idaho
Legislature is proposing for schools.

Councilor Black said, "I had the privilege of going to the TER banquet where our Toni Rae got
the outstanding support award.”

Councilor Kee said, "l called the bus company and we can put information in buses, but we can't
post to them. They would put something for brochures if you wanted to.”

MAYOR COMMENTS

Mayor Lopez said, "1 think we're making headway at the Airport. They're plugging away and
they're excited about their new taxiways. They're getting pretty consistent requests for people
calling in about hangars. Couch is going to get back to spraying and killing everything that’s out
there. They're thinking about wanting to replace the field fence that is right next to the road
going in, a three pole galvanized with galvanized posts. Definitely not going to stop anybody
from getting in but it's going to delineate the line between the airport and the road. | told them to
keep their fuel prices at a good margin. Last year their fund balance ended in a very good spot
and | think they can continue that through this fiscal year and make enough money to build. |
think that's awesome.”

EXECUTIVE SESSION

A motion was made by Steiniker and seconded by Kee to
adjourn into Executive Session per Idaho Code § 74-
206(a) To consider hiring a public officer, employee, staff
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member or individual agent, wherein the respective
qualities of individuals are to be evaluated in order to fill a

particular vacancy or need.

At the roll call:
Ayes: Patrick, Franklin, Black, Wickersham, Steiniker, Kee

Nays: None

The motion CARRIED and the Council recessed into
executive session at 7:23 PM.

A motion was made by Wickersham and seconded by
Steiniker to reconvene into regular session.

After an unanimous voice vote the motion CARRIED.
Council reconvened into regular session at 7:50 PM.

ADJOURN
A motion was made by Patrick and seconded by Kee to
adjourn.
After a unanimous voice vote by the Council, the motion
CARRIED, and the Council adjourned at 7:51 PM.
Signed this 3" day of February 2025.
Mayor J Daniel Lopez Sy,
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