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AGENDA 
Fort Smith Board of Directors 

STUDY SESSION 
July 14, 2015 ~ 12:00 Noon 

Fort Smith Public Library Community Room 
3201 Rogers Avenue 

 
CALL TO ORDER 

 
1. Discuss upcoming issuance of water & sewer revenue bonds ~ use of the state 

revolving fund loan program and selection of bond underwriters ~     
 

2. Continued discussion of police and fire pension funding ~ Discussed at the June 23, 
2015 study session ~ :  

 
◦ 401 Retirement Plan for non-uniformed employees 

 
◦ General Fund budget reductions  ~ Lau/Pennartz placed on agenda at the 

June 23, 2015 study session ~ 
 

◦ Business license fees    
 

3. Review Interstate 49 / Highway 71 South annexation  
 

4. Review outside agency funding  ~ Lorenz/Pennartz placed on agenda at the June 
2, 2015 regular meeting ~      
 

5. Review preliminary agenda for the July 21, 2015 regular meeting 
 

ADJOURN 
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SS1

Memo
To: Ray Gosack, City Administrator 

From: Jeff Dingman, Deputy City Administrator 

Date: 7/9/2015 

Re: Financing Wastewater Capital Projects 

The Consent Decree requires significant assessment and capital improvement to the city’s sanitary 
sewer collection and treatment systems. The time has come for lining up financing for the first round 
of capital projects to be funded by the recently adopted sewer rate adjustments. We have nearly 
$80 million in capital projects identified for the next three years (attachment). To this end, staff has 
been evaluating both the issuance of water & sewer revenue bonds, as well as participation in the 
State of Arkansas’ revolving loan fund, which is administered through the Arkansas Natural 
Resources Commission (ANRC). 

ANRC Revolving Loan Fund 
Through discussions with ANRC staff regarding the revolving loan fund (RLF), it is our 
understanding that projects with minimal potential to have additional impact on the environment 
would be suitable candidates for funding through the RLF. Such projects include improvements to 
the collection system such as pipe bursting, slip-lining, line replacement, and potentially even some 
pump station upgrades. We have much of this type of work to do, so use of the RLF program may 
be feasible.  

Use of this program may be desirable in that the net interest cost on this type of financing may be 
as much as 20% less than a Triple A bond rate of interest on the conventional public bond market, 
and is currently running about 2.75%. There are no underwriter fees, no debt service reserve 
requirement, and no bond insurance requirement. This debt would be classified as subordinate to 
conventional bond financing, so it does not hamper other financing efforts. 

The lower cost of issuance and the lower interest cost translate to potentially more projects being 
accomplished within the same debt service payment. For instance, assuming a 2.75% interest rate 
compared to a conventional 4% rate of interest, we could show significant savings over the term of 
the financing: 

Amount Financed: $20 million Conventional ANRC - RLF Annual Term 
Term:  20 years 4.00% 2.75% Savings Savings 

Annual Debt Service Payment     1,471,635     1,313,435 158,200 3,164,008

Conversely, for the $1,471,635 annual debt service payment using 2.75% interest, the amount 
financed could increase to $22.4 million to be used for capital projects. 

On top of the overall interest rate savings, the interest does not apply to any amount we have not 
withdrawn and spent. The Bond Purchase Agreement will lock in a fixed interest rate, but unlike 
conventional public financing, we don’t receive all of the funds up front and immediately start 
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accruing interest on the entire amount. Instead, we authorize disbursements from the RLF as 
projects move along, then the funds are withdrawn to pay the contractors and we accrue interest 
incrementally. 

Additionally, debt service coverage requirements for the RLF are typically lower than conventional 
bonds. Staff needs clarification as to whether the Board is interested in pursuing this method of 
financing for some of our projects, where it fits and where it won’t slow down the schedule of the 
project. 

Public Bond Market Financing 
Not all of our projects would qualify for participation in the RLF, so we will still have a need to issue 
water and sewer revenue bonds on the conventional public bond market. We will have many 
projects that fit this category as well, including pump stations, new interceptor mains, and treatment 
plant upgrades. For this financing, we will need to use our bond underwriters, and staff needs 
direction from the Board of Directors for clarification of the bond underwriter arrangement.  

In the past, the Board has issued a resolution authorizing the offering of bonds by specific 
underwriters (stating the allocation of bonds by percentage to specific underwriters) and the 
designation of bond counsel. Staff will seek approval of such an authorizing resolution at an 
upcoming meeting.  

Regarding the designation and assignment of bond percentages to the underwriters, the bonds in 
the past have been allocated 80% to Stephens, Inc. and 20% to Raymond James (formerly Morgan 
Keegan), with Stephens, Inc. serving as book running manager and collecting the management 
fee. 

Attached is a summary of the Series 2014 Sales and Use Tax Bonds and the 2011 Water and 
Sewer Revenue Bonds and their final allocations. Although we typically authorize a retail selling 
group and the underwriters to push the retail sale of bonds, you will note that retail orders have not 
been a particularly strong segment for purchasing our bonds. Staff needs the Board to clearly state 
its desire for underwriting services by resolution. 

The Friday, Eldredge, & Clark firm of Little Rock has been designated the city’s bond counsel for 
many years, and also is used by ANRC to facilitate the RLF, so staff is comfortable that our bond 
counsel will be able to assist us in navigating the particulars of both financing methods. 

Summary
In summary, staff seeks direction from the Board regarding two specific items: 

1. The Board’s interest in taking advantage of potential interest savings by financing 
suitable wastewater capital projects through the ANRC revolving loan fund; and 

2. Recommendation of a resolution initiating the process of issuing water and sewer 
revenue bonds, including determination of the bond underwriter allocation and 
management fee arrangement. 

Please contact me if you have questions regarding this agenda item. 
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Total
Ref Category Project $-million Qtr 1 Qtr 2 Qtr 3 Qtr 4 Qtr 1 Qtr 2 Qtr 3 Qtr 4 Qtr 1 Qtr 2 Qtr 3 Qtr 4

9 P St Wastewater Treatment Plant Screenings, Scum, and Grease - Engineering Sewer Treatment Plant 14-12 0.065      0.048    0.017    
10 P St Wastewater Treatment Plant Screenings, Scum, and Grease - Construction Sewer Treatment Plant 14-12 0.250      0.019    0.019    0.106    0.106    
11 Sub-Basin P007 and S004 Engineering Collection and Interceptor Plant 14-06 0.248      0.188    0.060    
12 Zero Street Pump Station 13 Wastewater Improvements Pumping Plant 09-17 1.091      0.841    0.250    
13 Basin 17 Collection System Improvements Collection Mains 12-14 2.070      0.908    0.788    0.375    
14 Massard 48-inch Interceptor Sewer lining Interceptor Mains 0.600      0.150    0.150    0.150    0.150    
17 Riverlyn Pump Station 8 Replacement Pumping Plant 1.000      0.250    0.250    0.250    0.250    
18 Basin 12 Collection System Improvements (P005) Collection Mains 0.510      0.048    0.048    0.138    0.138    0.138    
19 Mill Creek EQ Basin and Pump Station Equalization Storage 10-01 10.142    2.250    2.347    2.090    1.852    1.603    
21 Update hydraulic model and capacity assessment and report Collection and Interceptor Plant 0.500      0.063    0.063    0.063    0.063    0.063    0.063    0.063    0.063    
22 CMOM development Collection and Interceptor Plant 3.500      0.438    0.438    0.438    0.438    0.438    0.438    0.438    0.438    
23 Hunters Point 13, Edgewater 17, and 104th Street 23 Pump Station Replacements Pumping Plant 12-15 1.770      0.066    0.066    0.066    0.066    0.376    0.376    0.376    0.376    
24 Mill Creek Capacity Improvements Phase 1 Interceptor Mains 12-09 2.560      0.320    0.320    0.320    0.320    0.320    0.320    0.320    0.320    
25 Basin 19 Collection System Improvements (S008) Interceptor Mains 2.030      0.061    0.061    0.061    0.369    0.369    0.369    0.369    0.369    
26 Property and facility construction - Street Dept Administration 8.000      0.300    0.300    0.300    0.300    1.700    1.700    1.700    1.700    
27 Sub-Basin P007 Capacity Improvements Interceptor Mains 0.343      0.016    0.016    0.016    0.016    0.046    0.046    0.046    0.046    0.046    0.046    
28 Property and facility construction and rehabilitation - Utility Dept Administration 1.851      0.088    0.088    0.088    0.088    0.250    0.250    0.250    0.250    0.250    0.250    
29 Evaluation. Report pump stations and force mains. Pumping Plant 1.000      0.100    0.100    0.100    0.100    0.100    0.100    0.100    0.100    0.100    0.100    
30 Sub-Basin P002 & P003 (P Street) Capacity Improvements Interceptor Mains n/a 2.858      0.186    0.186    0.186    0.186    0.352    0.352    0.352    0.352    0.352    0.352    
31 Data management and report generation Administration 4.250      0.425    0.425    0.425    0.425    0.425    0.425    0.425    0.425    0.425    0.425    
32 Massard WWTP Improvements Sewer Treatment Plant 0.988      0.050    0.469    0.469    
33 Consultant engineering - SSA Collection and Interceptor Plant 3.148      0.315    0.315    0.315    0.315    0.315    0.315    0.315    0.315    0.315    0.315    
35 Project management Collection and Interceptor Plant 3.500      0.350    0.350    0.350    0.350    0.350    0.350    0.350    0.350    0.350    0.350    
36 Program 5612 - Sewer Line Construction Collection Mains 1.097      0.110    0.110    0.110    0.110    0.110    0.110    0.110    0.110    0.110    0.110    
37 Sewer System Renewal / Replacement (4s and 5s) Collection and Interceptor Plant 7.854      0.768    0.768    0.768    0.768    0.775    0.775    0.775    0.775    0.842    0.842    
38 Sewer System Renewal / Replacement Collection and Interceptor Plant -        
39 Equipment and Fleet Replacement Collection and Interceptor Plant 1.212      0.081    0.081    0.081    0.081    0.147    0.147    0.147    0.147    0.150    0.150    
40 Information technology equipment Administration 0.300      0.300    
41 Alternative power to Massard Sewer Treatment Plant Sewer Treatment Plant 14-09 1.800      1.800    
42 4th Street Interceptor Improvements Interceptor Mains 1.825      0.106    0.106    0.106    0.502    0.502    0.502    
43 Additional Vehicle and Equipment Purchases Collection and Interceptor Plant 2.540      2.112    0.093    0.336    
44 Chaffee Crossing Force Main (60\40 City) Pumping Plant 2.626      0.657    0.657    0.657    0.657    
45 Roberts Blvd Pump Station and Force Main (60/40 City) Pumping Plant 0.734      0.184    0.184    0.184    0.184    
46 Chaffee Crossing Sewer Pump Station (60/40 City) Pumping Plant 1.623      0.271    0.271    0.271    0.271    0.271    0.271    
47 Basin 10 & 14 Capacity Improvements Phase 1 Interceptor Mains 1.329      0.171    0.171    0.171    0.171    0.323    0.323    
48 Pump Station 5 (Walnut) Rehabilitation/Replacement Pumping Plant 3.536      0.518    0.518    0.518    0.518    0.733    0.733    
49 Pump station alternative power supply and report Pumping Plant 0.023      0.011    0.011    
50 Basin W001 Capacity Improvements Interceptor Mains 0.207      0.103    0.103    
51 Pump Station 6 (Riverfront) Rehabilitation/Replacement Pumping Plant 1.035      0.518    0.518    

Quarterly total -     -     8.439   7.915   10.815 6.598   9.873   8.436   8.436   8.436   5.702   5.366   
Annual total

Sewer Cost

16.355                                                     35.721                                                     27.940                                                     

Fort Smith Utility Department
WORKING DRAFT 3-Year Capital Cost Plan
June 24, 2015

$-million
Year 1 Year 2 Year 3

Item
2015 2016 2017

20150624 03YrCapCostPlan.xlsx Kevin Sandy, MBA
Copyright © 2014 by City of Fort Smith, Arkansas
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MEMORANDUM

July 9, 2015

          TO:  Mayor and Board of Directors 

    FROM :  Ray Gosack, City Administrator

SUBJECT:  Police and Fire Pension Funding

At the June 23rd study session, the board had considerable
discussion about the police and fire pension (LOPFI) contribution
fund.  The lists of options considered are attached.  The board
asked for further discussion on three particular items.  Those
items are:

1. General Fund budget reductions

2. Enacting a business license fee

3. Reduced contributions to the 401(a) retirement plan for
non‐uniformed employees

GENERAL FUND BUDGET REDUCTIONS

The General Fund budget reduction requested was 3%.  The
reduction amounts for various percentages are:

1% $  412,030
2% $  824,060
3% $1,236,089

The amounts for each percentage have been adjusted for
restricted General Fund revenues that can be spent only for
authorized purposes.  Examples are the transit
reimbursement grant and the 1/4% sales tax revenue for fire
services and parks.
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Each General Fund department was assigned a targeted amount
to cut for the second half of 2015 based on their proportion of
the General Fund.  They were given direction that the cuts should
have the least service impacts possible.  The spending reductions
identified by each department head are attached.  General Fund
spending reductions would be directed to the LOPFI contribution
fund via a budget amendment approved by the board.

BUSINESS LICENSE FEE

Attached are the options for a business license fee program
which the board has previously reviewed.  Fort Smith had a
business license fee in place until 1994 when the countywide
sales tax was approved.  If re‐instituted, the resolution stating
how the city spends its share of countywide sales tax revenue
will need to be amended.  The amendment would remove references
to the sales tax revenue replacing the business license fee.

Also attached is information from other larger Arkansas
cities about their business licensing fees.  If business license
fees are enacted, the authorizing ordinance would include a
provision that the revenues net of collection costs would be
transferred to the LOPFI contribution fund.

RETIREMENT PLAN FOR NON‐UNIFORMED EMPLOYEES

The board has asked to consider changes to the 401(a)
retirement plan for non‐uniformed employees.  The 401(a) plan has
been in place since 1997.  At that time, the city changed from a
defined benefit pension plan to a defined contribution plan.

The city places 10% of each employee’s earnings into his/her
401(a) retirement account.  (This was the same amount contributed by the city
to the former defined benefit plan.)  Each employee decides how to invest
his/her retirement funds.  Employees are fully vested after 5
years of service.  Each participant decides how and when to
withdraw his/her retirement funds in accordance with plan
requirements.
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At the June 23rd study session, the board discussed the
possibility of requiring an employee match.  One‐half of the 10%
contribution would come from the city and one‐half would come
from participating employees.  Assuming that all eligible non‐
uniformed employees continued in the plan, the estimated annual
savings for the General Fund would be $437,500 and for all funds
(including the General Fund) would be $1,325,550.  The actual savings
would likely be greater.  Some employees would be unable or
unwilling to pay the employee match and would drop out of the
plan.  Other employees might opt to participate at an amount less
than 5%.

If the board elects to change the 401(a) program, it will
take approximately 90 days to implement the change.  This is the
time needed to make the payroll system programming changes, to
inform the employees of the plan changes, give employees time to
make their choices, and enroll employees in the new plan.  The
General Fund savings resulting from this change would be directed
to the LOPFI contribution fund via a budget amendment approved by
the board.  The savings in the other operating funds (sanitation,
water & sewer, and street maintenance) would accrue to the bottom line in
each of those funds.

A significant change to the non‐uniformed retirement plan 
will likely affect employee morale, retention of employees, and
the ability to attract new employees.  We could expect higher
turnover rates, increased training costs, and less likelihood of 
attracting highly qualified and talented job applicants. 
Employees who couldn’t afford the matching contribution wouldn’t
have any retirement benefit other than social security.

CONCLUSION

Making the LOPFI contribution fund financially solvent will
likely take a combination of spending reductions and revenue
increases.  The board has already approved a spending reduction
of approximately $448,000 annually by returning the police and
fire pension program back to BP 1.  Additional spending
reductions and revenue increases totaling approximately $2.1
million annually are needed to keep the LOPFI contribution fund
solvent beyond 2030.

Attachments
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POSSIBLE BUDGET REDUCTIONS
TO ASSIST WITH LOPFI FUNDING

Outside Agency Funding $145,800

SRCA ‐ senior meals * $176,207

Area Agency on Aging (home health care) * $ 50,000

Project Compassion * $  7,500

Convention Center $777,000

Western Arkansas RITA $ 37,025

U.S. Marshals Museum $ 50,000

Each 1% of City’s contribution rate into
   non‐uniformed employees 401 retirement
   accounts (General Fund share) $ 87,500
   Total for all funds ‐ $265,110

Downtown Events (Support for Blues
   Festival ($13,100), Cox Community
   Concert ($5,400), Farmers Market ($800),
   Christmas Honors ($600), Fourth of July

   ($850), downtown banners) $ 25,000

* Reductions that would require amendment of the resolution which
allocates the city’s share of the county‐wide sales tax revenue.

General Fund Amounts (adjusted for restricted revenues)

1% $  412,030
2% $  824,060
3% $1,236,089
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POSSIBLE REVENUE INCREASES
TO ASSIST WITH LOPFI FUNDING

Re‐instate business license fees $1,435,200 ‐
$1,805,580

Increase franchise fee on electric,
   telephone, gas, and cable TV $  554,000

1% franchise fee on water, sewer,
   and sanitation services $  423,000

1/8% sales tax $2,500,000

½% Prepared Food Tax to replace
   General Fund funding for convention  $  777,000
   center   (Total Revenue:  $900,000)
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MEMORANDUM

July 9, 2015

          TO:  Mayor and Board of Directors 

    FROM :  Ray Gosack, City Administrator

SUBJECT:  Outside Agency Funding

At the June 2nd regular board meeting, the board requested a
discussion about outside agency funding.  The 2015 budget
allocates $145,800 from the General Fund to 25 agencies.  Each of
these agencies has a contract with the city to provide public
services.

BACKGROUND

The city has budgeted for outside agency service contracts
for 21 years.  The highest amount ever allocated was $250,700 in
2005.  The amount was gradually reduced during the leaner budget
years.

Approximately 4 years ago, the process for allocating funds
was overhauled to make it more open and transparent.  Prior to
then, there was no formal application process and it was unusual
for a new agency to receive a contract.

The current process uses a formal application (attached).  A
citizens committee reviews the applications and recommends
contract awards to the board.  Funding is allocated evenly to the
3 service categories regardless of the number of applications or
amounts requested.  The service categories are:
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• recreation
• arts and humanities
• social and community services

The committee is comprised of 9 members.  Three of the
members serve on the core panel and review all applications.  The
remaining 6 members represent the 3 service categories, with 2
serving in each service category and working with the 3 core
panel members to arrive at contract recommendations in each
category.  The recommendations are typically presented to the
board in November of each year.

A list of current committee members is attached.  A summary
of the funding amounts for the last 5 years is attached.  The 
application process for the 2016 budget will begin in mid August,
and applications will be due on September 14th.

LEGAL CONCERN

The concept of funding outside service agencies has drawn
legal concern for a number of years.  Article 12, Section 5 of
the Arkansas Constitution provides:

Political subdivisions not to become stockholders in or lend credit to private
corporations.

No county, city, town or other municipal corporation, shall become
a stockholder in any company, association, or corporation; or
obtain or appropriate money for, or loan its credit to, any
corporation, association, institution or individual.

Attached is a letter from the city attorney which he
provides periodically.  The Cities of Little Rock and North
Little Rock were sued last year for having service contracts with
their chambers of commerce.  The trial court ruled these
contracts violate the Arkansas Constitution.  Little Rock has
indicated it plans to appeal the trial court ruling.  The case
will likely come before the Arkansas Supreme Court; a final
ruling would be several months away.
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ANALYSIS

Some have questioned whether taxpayer funds should be
allocated for service contracts with outside agencies.  They
believe that public funds shouldn’t be allocated to community
organizations, but should be spent by the city to directly
provide municipal services.  Although we do have service
contracts, some view the allocations as charity.

On the other hand, some of the funded organizations provide
traditional municipal services such as youth recreation.  Many of
the funded organizations are able to stretch the public funding
farther than the city is able and can provide greater return on
the investment.

If the board determines to eliminate or reduce outside
agency funding, the funds allocated for outside agency service
contracts are available for any governmental purpose.  The funds
could be used for police and fire pension funding, General Fund
services and projects, or any other service or project provided
by the city government.
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            Board of Directors   

            Ward 1 – Keith D. Lau   

Mayor – Sandy Sanders      Ward 2 – Andre’ Good     

            Ward 3 – Mike Lorenz   

  Acting City Administrator – Jeff Dingman  Ward 4 – George Catsavis     

                At Large Position 5 – Tracy Pennartz 

City Clerk – Sherri Gard      At Large Position 6 – Kevin Settle 

            At Large Position 7 – Don Hutchings 

 
 

AGENDA ~ Summary 
Fort Smith Board of Directors 

STUDY SESSION 
July 14, 2015 ~ 12:00 Noon 

Fort Smith Public Library Community Room 
3201 Rogers Avenue 

 
CALL TO ORDER  
 All present 
 Mayor Sandy Sanders presiding 

 
1. Discuss upcoming issuance of water & sewer revenue bonds ~ use of the state 

revolving fund loan program and selection of bond underwriters ~     
The Board concurred that additional information was needed with regard to 
participation in the Revolving Fund Loan Program.  With regard to selection of bond 
underwriters: 
 
 Settle/Pennartz placed a resolution on the August 4, 2015 regular meeting 

agenda to allocate underwriting services with a 50/50 split between 
Stephens, Inc. and Raymond James.  The lead underwriter will alternate with 
Raymond James serving as the lead underwriter first. 
 

 Good/Hutchings placed a resolution on the August 4, 2015 regular meeting 
agenda to allocate underwriting services as in the past, 80/20 split between 
Stephens, Inc. and Raymond James with Stephens, Inc. designated as the 
lead underwriter.  

  
2. Continued discussion of police and fire pension funding ~ Discussed at the June 23, 

2015 study session ~ :  
 
◦ 401 Retirement Plan for non-uniformed employees 

The Board made no determination, but clarified a reduction in contributions 
to the plan is not “off the table.”  
 

◦ General Fund budget reductions  ~ Lau/Pennartz placed on agenda at the 
June 23, 2015 study session ~ 
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Lau/Pennartz placed an ordinance on the July 21, 2015 regular meeting to 
move forward with the budget reductions as presented excluding those 
submitted by the Police and Fire Departments.  
 
Other possible budget reductions, i.e. incentive pay, salary reductions for 
upper level employees, to be determined and presented at a later date. 
 

◦ Business license fees    
  Deferred to a later study session. 
 

3. Review Interstate 49 / Highway 71 South annexation  
Deferred to the next study session. 
 

4. Review outside agency funding  ~ Lorenz/Pennartz placed on agenda at the June 
2, 2015 regular meeting ~      
Lorenz/Pennartz placed a resolution on the July 21, 2015 regular meeting agenda 
authorizing elimination of outside agency funding for 2016. 
 

5. Review preliminary agenda for the July 21, 2015 regular meeting 
 

ADJOURN 
1:23 p.m. 
 
 
OTHER 
Director of Finance Kara Bushkuhl advised that due to Acting City Administrator Jeff 
Dingman being out of the office until July 27th and potential necessity for an original 
signature on documents, a resolution may need to be on the July 21, 2015 regular meeting 
agenda to formally name an Acting Deputy City Administrator.  
 




