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I. CALL TO ORDER: This meeting has been given public notice in accordance with the 
Section 25-19-106 of the Freedom of Information Act, in such form that will 
apprise the general public and news media of subject matter that is intended for 
consideration and action. 

 

II. ATTENDANCE: Mayor Peter Christie, City Clerk Wayne Jertson, Council Members John 
Flynn, Linda Lloyd, James Wozniak, Larry Wilms, Doug Fowler and Steven Bourke. 

 
III. BUSINESS:  

 
Full review of Capital Improvement projects including Centerton Water System. 

 
  Attachments: 
 

Resident-Council top priorities (from survey). 
   Copy of 2020 Budget Workbook  
   Executive Summary of Water Purchase Issues. 
 
 

 
ADJOURNMENT 

*** Please note: Upon reasonable notice, efforts will be made to accommodate the needs of disabled individuals 
through appropriate aids and services. For additional information or to request this service, please contact the City Clerk at 
479-876-1255. 

 

 
MEETING: SPECIAL CITY COUNCIL WORK SESSION 

DATE AND TIME: Monday June 10, 2019 from 3:00PM – 5:00PM 
Location: Bella Vista Court Facility 

612 Lancashire Blvd., Bella Vista, Arkansas 
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 Summary:  As part of the 2020 Budget process, the Finance office has developed this long-range capital improvements 
plan as a precursor to development of the operating budget.  This plan includes capital asset replacement needs as 
well as new assets needed to accommodate the City’s phenomenal growth since its inception.  This report is intended 
to assist the Mayor, Council, City Directors, and the Public in understanding the size of the City’s capital improvement 
funding gap, and how this funding gap might be addressed over time using the appropriate long-range financial 
planning tools.  

 Capital Improvement Financing Gaps:  Funding for critical infrastructure has become a priority for the citizens of Bella 
Vista, as was illustrated in a recent survey.  However, given the tepid revenue growth of the City, maintenance of basic 
operations is all that has been addressed.  In order for the City to remain in compliance with statutory requirements for a 
balanced budget, the City, like most state and local governments, has had to defer critical capital improvements in 
favor of more immediate financial needs such as labor costs.  As a result of the long-term trend of state and local 
governments to defer asset maintenance, in 2017 the American Society of Civil Engineers (ASCE) published its 
Infrastructure Report Card, which grades the current state of the nation’s infrastructure.  The nation’s infrastructure 
earned an overall grade of D+.  The City of Bella Vista, like the rest of the nation, faces challenges in maintaining its 
critical infrastructure.  While we may earn a slightly higher grade than D+, it is no secret that our infrastructure is in need 
of greater investment and increased innovation to bring us to a state of good repair.

 Public infrastructure is a critical responsibility of governments at all levels.  Whether it is new facilities to meet the needs
of an ever-expanding population or maintaining current assets such as streets, libraries and other public buildings, 
infrastructure is critical to quality of life and economic prosperity.  The City’s overall need for new or replacement 
facilities and maintenance of existing facilities far exceeds our funding.  Like any other enterprise, the City has limits on
how much it can borrow and must strike an appropriate balance between funding its on-going operations versus 
capital assets.
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 Fortunately, the City’s strong financial position puts it in a far better position to address these issues than most other cities 
and states.  Due to prudent financial management practices over the last eleven years, the City has strong reserves 
and strong credit ratings that afford it access to low-cost financing.  Strong local and regional economic growth has 
also provided additional financial capacity over time, as tax and fee revenues have grown.  Finally, the entirety of the 
City’s current borrowings will be paid off in August of 2022, providing additional capacity to support capital needs.

 The infrastructure needs of the City are substantial.  In order to develop a better understanding of the costs for the City 
to maintain its assets in a state of good repair, as well as catch up to the current innovations and capacity needs of the 
City for the long-term, a comprehensive schedule has been developed that provides information on each project or 
asset.  This schedule was designed to answer four fundamental questions:
 What assets does the City own?
 What is the condition of those assets?
 How should the City prioritize its capital needs?
 How much funding is available to address those needs?

 To determine the City’s total capital needs, a comprehensive review of all of the City’s departments was completed, 
with each project scored and ranked to ensure that the highest priority projects were funded first.  Prioritization was 
sorted in order of the highest to lowest priority of the citizen’s of Bella Vista according to a recent survey.  Please refer to
the Summary of Projects on page 6 for a detailed illustration of these items.

 In conjunction with the development of this comprehensive review, the City, with the assistance of its Municipal Advisor 
Raymond James, will determine the optimal capital funding mix, within certain financial constraints, including statutory 
debt capacity, pay-as-you-go funding, and federal or other grant funding.  
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 In April 2018, the City established and adopted an updated financial polity related to fund balances and fund reserves, which
designates that unreserved fund balances should fall within a range of 20-30% of annual unreserved revenues.  In September 2018,
the City determined that unreserved general fund balances should drop no lower than 25% of annual revenue for calendar year 
2019.  

 The table below illustrates the primary capital funding needs gap over the next five years, with projected unrestricted reserve 
balances falling far below the current 25% requirement in 2020 through 2024.

 Note that these shortfalls in reserve balance do not include the cost of projects entered in the column titled “unfunded” in the
summary of projects on Page 6.

 As we work through and modify the list of projects in this and current committee meetings, it is our objective to 
 1. Stay within the policy range of maintaining the unreserved general fund balance between 20-30%.
 2. Develop a plan for pay-as-you-go and/or Amendment 78 financing for all short-term/short-life assets, the funding of which should allow future debt 

capacity to be directed to new capital projects needed to support the City’s growing population.
 3. Fund the remaining long-term projects with long-term debt within the constraints of statutory provisions.   
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Summary of Water Issues/Discussion Topics 
 
Current Status of Gravette/ Centerton Litigation 
 
This case is on appeal before the Arkansas Court of Appeals.  All briefing is concluded, but an oral argument 
has been requested and granted by the Court.  No decision is imminent, and no date for the oral argument 
has been scheduled.  I believe the earliest a decision could be expected from the court would be late 
summer/early fall. 
 
The issue in this case is whether Gravette can force Centerton to sell to Gravette that portion of the water 
system within their city limits, pursuant to a state statute, when the system is subject to federally-backed 
financing and subject to transfer limitations pursuant to federal statute. 
 
After the Court of Appeals renders a decision, a request may be made by the losing party for further review 
by the Arkansas Supreme Court, thus the appeal process could still take significant time. 
 
Keep in mind, if Centerton is successful in its argument and a sale of the water system at issue is 
consummated with Bella Vista, Gravette would be able to use the same state statute to attempt a forced 
sale of that portion of the system BV buys that lies within the city limits of Gravette.  Unless Bella Vista 
uses the same sort of federally-backed financing or successfully assumes that portion of Gravette’s 
federally-backed financing, Gravette would most likely be able to obtain the system within its city limits. 
 
WATER SOURCING AGREEMENTS ARE SEPARATE FROM THIS DISCUSSION, BUT THEY WILL ALSO HAVE A 
SIGNIFICANT ROLE IN OVERALL FEASIBILITY. 
 
 
Rates 
 
The City will need to adopt rates for service, if it buys the system, and it will need to have these in place 
prior to taking over operation.   
 
Arkansas Code provides that any rate fixed by the city council must be sufficient to “provide an adequate 
depreciation fund and to provide the operating authority’s estimated cost of operating and maintaining 
the waterworks system.”  ACA § 14-234-214.  I take this to mean that the City will not be permitted to 
operate the system at a loss.  With this being the case, a study of what rate will be necessary to support 
the system in compliance with this statute would be appropriate.  KEEP IN MIND THAT ANY REVENUE 
BOND FOR SYSTEM EXPANSION SECURED BY RATES WOULD NEED TO BE CONSIDERED, IF SUCH IS UNDER 
CONSIDERATION REGARDING SYSTEM EXPANSION. 
 
The City may have different rates for customers in Bella Vista and outside Bella Vista, in addition to 
distinctions based on residential, commercial or industrial service.  The City may also prioritize service 
inside the city limits over potential service outside the city limits (restrict new meters to in-city only).  In 
other words, the city could have a policy of no further system expansion outside of its city limits in order 
to preserve capacity for in-city needs, including maximizing potential fire protection. 
 
 
 
 



What happens if BV doesn’t close on the purchase? 
 
In January 2018, Bella Vista and Centerton Water entered a Memorandum of Understanding addressing 
reimbursements to Centerton in the event a water system sale does not occur.  The Memorandum is 
attached.  In it, Bella Vista agreed to reimburse Centerton’s Water Commission “for all reasonably 
incurred, audit direct technical and legal third-party costs and fees incurred . . . that are specifically and 
only associated with establishing the value of and meeting regulatory requirements in connection with 
Bella Vista’s purchase of the BV System.”  Further in the Memorandum it is specifically stated that “costs 
and fees submitted to Bella Vista by the Commission for reimbursement shall not include costs and fees 
incurred by the Commission in connection with its day-to-day operations, including, but not limited to, 
legal expenses related to requests by other municipalities or water systems to purchase portions of the 
water system operated by the Commission.” 
 
Therefore, if the City Council determines not to proceed, Bella Vista will be responsible for certain 
expenses of Centerton’s Water Commission, but WILL NOT be responsible for costs or legal fees related 
to the pending litigation between Gravette and Centerton.  As of this writing, I do not have information 
on Centerton’s reimbursable expense total to date, should Bella Vista decline to proceed. 



Stricken language would be deleted from and underlined language would be added to present law. 
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State of Arkansas    1 

92nd General Assembly A Bill      2 

Regular Session, 2019  SENATE BILL 554 3 

 4 

By: Senator A. Clark 5 

  6 

For An Act To Be Entitled 7 

AN ACT TO REQUIRE WATER PROVIDERS TO EXTEND WATER 8 

SERVICE TO NONRESIDENT CONSUMERS AND PROPERTY OWNERS; 9 

AND FOR OTHER PURPOSES. 10 

 11 

 12 

Subtitle 13 

TO REQUIRE WATER PROVIDERS TO EXTEND 14 

WATER SERVICE TO NONRESIDENT CONSUMERS 15 

AND PROPERTY OWNERS. 16 

 17 

 18 

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF ARKANSAS: 19 

 20 

  SECTION 1.  Arkansas Code Title 14, Chapter 229, Subchapter 1, is 21 

amended to add an additional section to read as follows: 22 

 14-229-105.  Water providers — Services to nonresident property owners 23 

or consumers. 24 

 (a)(1)  A water provider in this state shall provide services to a 25 

nonresident property owner or consumer whose property lies within the 26 

accepted service area of the water provider if requested by the nonresident 27 

property owner or consumer, except as provided under this section. 28 

  (2)  A water provider shall supply the same amount of water and 29 

water pressure to resident property owners or consumers and nonresident 30 

property owners or consumers if infrastructure exists to do so, but a water 31 

provider is not obligated to change the location or increase the size or 32 

number of mains or pipes outside of the water provider's service area 33 

boundaries. 34 

  (3)(A)  Water shall be supplied to resident property owners or 35 

consumers and nonresident property owners or consumers at rates the water 36 
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provider deems just and reasonable. 1 

   (B)(i)  A water provider may establish separate rate 2 

classifications for resident property owners or consumers and nonresident 3 

property owners or consumers with reasonable justification. 4 

    (ii)  The water provider shall treat all property 5 

owners or consumers within a rate classification equally. 6 

 (b)(1)  A water provider shall provide services to a nonresident 7 

property owner or consumer at the request of the nonresident property owner 8 

or consumer if: 9 

   (A)  The nonresident property owner or consumer does not 10 

have access to any other water service; 11 

   (B)  The nonresident property owner or consumer resides in 12 

a water improvement district that: 13 

    (i)  Has installed water lines or other 14 

infrastructure; and  15 

    (ii)  Has deeded the infrastructure to the water 16 

provider, and the water provider has accepted the infrastructure with no 17 

requirement for annexation; 18 

   (C)  Infrastructure to supply services exists at the time 19 

of the request; and 20 

   (D)  The nonresident property owner or consumer provides 21 

any necessary pipes or structures to access the water provider 22 

infrastructure. 23 

  (2)  Resident property owners or consumers and nonresident 24 

property owners or consumers who seek water service or receive water service 25 

for agricultural, developmental, or industrial purposes shall be treated 26 

equally in relation to any water conservation measures. 27 

 (c)  Except for emergency measures established by rule and promulgated 28 

by the Department of Health, a water provider shall treat all property owners 29 

and consumers equally in terms of service, including without limitation:  30 

  (1)  The provision of water; and 31 

  (2)  The availability of new service.  32 

 33 

 34 

 35 

 36 
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