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MINUTES 
BEECH MOUNTAIN TOWN COUNCIL 

Special Meeting – June 28, 2012 
 
 
I. CALL TO ORDER    
 
Mayor Owen called the special meeting of the Beech Mountain Town Council to order at  
6:04 p.m., Thursday June 28, 2012 in the meeting room at Buckeye Recreation Center.  Other 
Council Members present were Paul Piquet, Alan Holcombe, Cindy Keller and Rick Miller.  Town 
Attorney Stacy C. Eggers, IV was present.  Staff members present were Town Manager Randy 
Feierabend; Town Clerk Jennifer Broderick, Finance Officer Nancy Johnson, Public Utilities 
Director Robert Heaton, Public Works Director Riley Hatch, Town Planner James Scott, Tourism 
Development Authority Assistant John Troxler, Fire Chief Robert Pudney, Police Chief Jay Hefner 
and Parks and Recreation Director Daniel Scagnelli.   
 
II. Pledge of Allegiance – All present joined in the Pledge of Allegiance to the flag. 
 
III. New Business  
 
 Mayor Owen thanked everyone for coming to the meeting.  Mayor Owen stated that there 

were questions posed to Council at the public hearing for the budget and at the last regular 
Council meeting during the public comment portion of the agenda which needed to be 
addressed.  Mayor Owen stated that a lot of the questions dealt with the issue of the 
infrastructure of the Town and what steps the Town was taking towards resolution.  As a 
result Mayor Owen stated that Town Engineer Marion Rothrock and members of the Ad Hoc 
Water Committee had been invited to attend the meeting and placed on the agenda in order to 
provide information.     

 
a.  Discussion of Questions that Have Been Posed to Council During May 31, 2012 and 
June 12, 2012 Council Meetings – Mayor Owen stated the first question came from Eva 
Jones and that the Town has not taken on any new paving projects because of the water and 
sewer needs that are underneath those roads.  Mayor Owen stated that Councils policy is to 
fix the infrastructure first and then look to paving.  Staff has been asked to locate the list of 
the paving schedule.  Mayor Owen stated that Dr. Murray Miller asked about Councils plan 
to pave Golf View with the owners paying the full cost to have this road paved.  Mayor 
Owen stated that not all of the homeowners have agreed to this project and that there was 
also a right of way issue at the end of Golf View Road which caused the paving project to be 
taken off the table.  Mayor Owen advised Dr. Miller to follow up with Manager Feierabend.  
Mayor Owen stated that Jane Miller asked about the paving of Greenbriar.  Mayor Owen 
stated that the idea to pave Greenbriar came up initially when Randy Corn was a member of 
the Council.  Mr. Corn pushed for this project but there was never a majority vote by Council 
to initiate this project.  Greenbriar has been identified as a corridor with infrastructure repair 
needs.  Mayor Owen stated that Mrs. Wimberly asked about the possibility of the Town 
placing park benches along the trails if the Town was awarded the recreational grant money.  
Mayor Owen stated that staff will look into this possibility.  Mayor Owen stated that  
Barry Shore’s question related to raises’ for employees and the pay rate study that was done 
by MAPs Group.  In that study MAPs Group recommended a pay scale which was adopted 
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by Council.  This did place some employees at the top of their pay scale.  Since then Cost of 
Living Adjustments have been granted to employees.  Mr. Shore is questioning how these 
employees that are at the top of their pay scale are eligible to receive Cost of Living 
Adjustments.  Mayor Owen stated that pay scales grow with Cost of Living Adjustments 
which are given due to inflation.  Mayor Owen stated that Eva Jones asked if the lakes on the 
mountain were spring fed and could be dug out to increase the Towns water supply.  Mayor 
Owen stated that the Town did not feel like there are springs at the bottom of the Towns lakes 
and that it was also unfeasible to dig in these lakes because the Town would have no water 
supply.  Mayor Owen stated that Walter Gassner’s question pertained to Council receiving 
Larry Price’s letter dated June 2, 2012.  Mayor Owen stated that Council did receive the 
letter.  Mayor Owen had Council raise their hands to show who read the letter.  Mayor Owen 
then read aloud questions 3 through 5 with the answer being no for each question.  Mayor 
Owen stated that the Recreation Reports were never intended to coincide with the audit.  
Mayor Owen stated that the Police have finished their investigation on this and that they have 
asked the District Attorney and the State Bureau of Investigation to review their report.  What 
stemmed this investigation was that Larry Price did a lot of work collecting numbers that 
have to do with passes and the amount of money that is collected by Buckeye Recreation 
Center.  The numbers that Mr. Price collected related to the reports that the Recreation 
Committee receives showing how many passes have been sold at Buckeye Recreation Center.   
Mayor Owen stated that the Recreation Report figures were never intended to be reconciled 
with the audit.  Mayor Owen stated that Mr. Prices numbers that he collected were from the 
recreation reports and multiplied by the amount of money we collect and that when 
calculations were done they did not add up.  Mayor Owen provided an example for the 
reason that the figures Mr. Price were using would never add up explaining that if a family 
pass it equals $150 but that the total number of passes varies depending on the number of 
members in the family.  So a family pass could have a total number of 3 passes, one pass for 
each member of a family of 3, while only reflecting 1 sold pass.  Mr. Price asked if passes 
that were given away showed up on this report as well.  Mayor Owen stated that he believed 
that he did.  Mayor Owen stated that he did not believe that any staff member maliciously 
generated these reports.  Mayor Owen stated that now staff is able to create a better report 
that will reflect better figures.  Mayor Owen stated that the Police Report is available to the 
public should anyone request it.  Mayor Owen stated that Rochelle Gassner’s question 
pertained to information that was published in the Winter/Spring 2012 MountainEar not 
believing the numbers that staff had published regarding utility rates.  Mayor Owen advised 
that the discrepancy in Mrs. Gassners information and the Towns information was that the 
Town was using figures for resort communities.  Mayor Owen stated that Larry Miller asked 
about the procedure for being placed on the agenda.  Mayor Owen advised that original 
requests to be placed on the agenda are made to the Town Manager and Town Clerk.  If the 
request is not granted then the individual could make their request directly to Town Council.  
Mayor Owen stated that Hal Halliburton asked if there had been a study done to determine 
the cost of Buckeye Recreation Center on the city.  Mayor Owen stated that a study had not 
been done but that staff is working on a comprehensive plan.  Mayor Owen stated that Carol 
Parent asked about the August 2010 report for the July 2010 period.  Mayor Owen stated that 
records are tracked through a swipe card and that they are recording actual visits to the 
Recreation Center.  Mayor Owen stated that his wife and child will either swipe their card or 
staff knows who they are and keys them manually in.  Mayor Owen stated that if a party is 
held at Buckeye Recreation Center then those individuals that attend are using the facility and 
are also counted.  Mayor Owen stated that these figures were meant to reflect use of the 
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facility and not paid visits.  Buckeye Recreation Center has been here for 6.5 to 7 years.  
Mayor Owen stated that Dr. Berman asked about August 2010 reports for July 2010.  Mayor 
Owen stated that this is the same issue as the question before.   Mayor Owen stated that 7 
individuals on a family pass equals 7 pass holders however when the numbers come to the 
finance officer they are represented as 1 family pass sold.  Mayor Owen stated that Phil 
Lipsky asked about grant money that was used to build the Recreation Center.  Mayor Owen 
stated that staff is looking into this answer further but that his recollection was that there was 
approximately $250,000 of grant money for the building and another sum of money toward 
the property when it became a recreation area.  Mayor Owen stated that Watauga County has 
given us $5,000 to the Town each year for recreational purposes.   Mayor Owen stated that 
staff has requested this information from the Parks and Recreation Trust Fund.   
Councilwoman Keller stated that Buckeye Recreation received a grant for new windows for 
the building and that this grant was due in part to Paul O’Connell.  Mayor Owen stated that 
the Thoreson Foundation donated the money to pay for these new windows.  Mayor Owen 
stated that Richard Wichman wanted to know if full time and part time residents paid 
different taxes.  Mayor Owen stated that the answer is no and that the Town does not 
determine the value of the property.  The counties of Watauga and Avery take care of 
assessing properties.  Mayor Owen stated that Bob Bedore wished to know when the cost for 
Buckeye Recreation Center would stop.  Mayor Owen stated that he does not have an answer 
for that.  Mayor Owen stated that the next question asked if all of the taxes and utilities that 
were paid to the Town were taken into account what percentage of money would 
nonresidents pay versus residents.  Mayor Owen stated he did not know the exact answer but 
that it would be a lot.  Mayor Owen stated that another question was how much money was 
spent at places of business by nonresidents versus residents.  Mayor Owen stated that he did 
not know the exact answer to that but that it would probably be a lot.  Mayor Owen stated 
that Mr. Gassner asked about the loss or cost to run the Recreation Department and whether 
Council looks at this as an expense.  Mayor Owen stated that some people refer to this as a 
loss while others refer to it as an expense.  Mayor Owen stated that in North Carolina when 
you look at your departments and how they are set up you have your General Fund expenses 
which are offset in bulk by taxes and sales tax.  Then you have Enterprise Funds.  Mayor 
Owen stated that he was not aware of any Recreation Department in the state of North 
Carolina that pays for itself and acts like an Enterprise Fund.  An Enterprise Fund would be 
Water and Sewer Fund.  This type of fund is supposed to be self supporting.  Mayor Owen 
stated that Mrs. Rausch discussed her water and said that it did not taste good and smelled 
funny and what was going to happen to this community if this was not fixed.  Mayor Owen 
stated that Town Engineer Marion Rothrock is going to address this larger issue.  Mayor 
Owen stated that staff would come out and bleed the water line for her.   

 
b.  Discussion of Utility Capital Improvement Projects – Mayor Owen introduced Town 
Engineer Marion Rothrock.  Mayor Owen stated that there is no question about the fact that 
the Town has infrastructure needs.  Through the years the Town has been responsible for all 
of the vacant lots for water and sewer.  Mayor Owen stated that when individuals had bought 
lots the belief had been that the sale and building on other lots would help to defray costs.  
Mayor Owen stated that Council wanted a consultant to come in and look at all of the utility 
projects that the Town has completed so far as well as to determine the utility needs that the 
Town has in order to establish a comprehensive plan.  Mayor Owen stated that Town 
Engineer Marion Rothrock is here to look at the total picture for the Towns utility system 
including the history, present and future.  Mayor Owen stated that Mr. Rothrock was a 
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contracted consultant of the Town and that he would not be doing any of the design work for 
any of the projects.  Mr. Rothrock stated that he has no vested interest in any project and that 
he would not be designing any project of any major significance for the Town of Beech 
Mountain.  Mr. Rothrock stated that in 2009 he began work on a long range plan for water 
and sewer.  This report was presented to Council on July of 2011.  This report identified just 
under $35,000,000 in present day need.  What this means is that this is something that needs 
to be done at some time in the future.  It is not necessarily a project that needs to be done 
tomorrow.  The first 8 items on the priority list from this report have either been done or 
Council has approved in 2012 for completion by 2013.  One major project that is scheduled 
for 2013 is the lift station at Grassy Gap along with the rehabilitation of the sewer lines 
leading to the lift station so that the Town can totally eliminate all overflows at Grassy Gap.  
If this project is not totally successful then during fiscal year 2013/2014 money that is 
planned for some other part of the system will be used for the Grassy Gap drainage basin to 
ensure that the Town can get away from receiving any notices of violation with the State of 
North Carolina.  To date there has been about $900,000 spent towards identifying or reducing 
the volume of water that the Town was losing.  A study was completed by North Carolina 
Rural Water which showed that the Town was losing 80% which is astronomical.  Mr. 
Rothrock stated that it was not his belief that the loss was this high.  When completing the 
Radio Read Meter Project the Town identified meters that were not reading at all and taps 
that did not have any meters.  This produced an error in establishing the 80% water loss.    
The new radio read meters have leak detectors on them.  The Town has also been able to 
identify some and correct substantial leaks.  Nearly every meter that was replaced had at least 
a seepage leak.  Mr. Rothrock stated that since there are not major leaks the Town believes 
that there are seepage leaks occurring at every joint of every pipe.  As work is done then as 
much pipe as can be replaced will be replaced.  There are 3 major projects that have been 
identified from the priority list; that consisted of 38 projects, for the Town to move forward 
with.  The raw water supply to Buckeye Lake is one.  The water flow into Buckeye Lake is 
grossly inadequate by North Carolina State standards.  When looking at this the size of the 
reservoir is not taken into consideration because it is replenished when it rains.  It is the flow 
coming into Buckeye Lake that is grossly inadequate.  This causes the water supply to be 
inadequate if there is an extended dry spell.  As the Town grows the Town is going to need 
more water.  The goal is to take care of the increase in demand by reducing the leaks.  If this 
can be done then over the next 3 to 4 years the Town can make up the difference in increased 
use.  Our goal for a long term solution is to go to the Watauga River.  The Town is hoping 
that this project will come online in 2014/2015 and will cost approximately $2,250,000.  The 
second identified project that is not on the priority list is a new water treatment plant.  Mr. 
Rothrock stated that about $70,000 has been spent on repair of the 2 steel tanks that hold 
water for the water treatment plant and now believes that the plants life has been extended by 
8 to 10 years.  If the Town can reduce the water loss as fast as the Town increases the water 
need then this project is projected to come online at 2020.  The cost would be $4,800,000.  
The proposed water treatment plant will produce 1.5 million gallons per day which is a ½ a 
million gallons more then what the current plant produces.  Build a conventional plant that 
could be expanded without any construction to a 3 million gallon per day facility.  It is 
believed that this water treatment plant will carry the Town beyond 2070.  It will take 
approximately 4 years for this project from beginning to finish.  The third item is replacement 
of the Grassy Gap Wastewater Treatment Plant which is a package treatment plant which 
means that it is all steel.  It is estimated that the useful life will have ended by 2024.  The cost 
of this will be $900,000.  You can see that we did not try to identify just the urgent need.  
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Monies have been allocated to do the lift station which is planned to be completed before the 
winter of 2012.  The rehabilitation of the sewer lines will be done during this year and 
finished up next year.  Mr. Rothrock stated that the Town is not in violation of any drinking 
water standards.  The Town does receive notices of violation from the North Carolina 
Department of Environment and Natural Resources for overflow at the Grassy Gap Lift 
Station a couple times a year but a solution is being implemented.  Public Works Director 
Robert Heaton addressed the audience concerning the quality of the drinking water stating 
that the utility bill that was being generated would include a consumer confidence report.  It 
lists all of the tests that are performed, what is required and what the Towns results are.  This 
report comes out annually.  The Town has not had a violation since a lead and copper 
incident about 3 years ago.  As for the wastewater spills the report states the cause for the 
spills which are due to very heavy rain.  Mr. Rothrock and staff have worked very hard to 
provide a permanent solution to this issue.  Mayor Owen stated that the bulk of the water that 
is causing the overflow spills to occur is storm water.  Mr. Rothrock confirmed this stating 
that approximately 98% of the overflow is caused by infiltration inflow which is rain water 
coming into the sewer line.  This is the reason the Town is doing rehabilitation on the sewer 
lines.  Council has approved the plan to stop the notices of violation by the end of 2013.  Mr. 
Rothrock stated that in the priority report he believed that number 19 needed to be moved up.  
This project is a cross connection between the Spruce Hollow Tank and the Parkway Tank.  
Right now approximately 80% of Beech Mountain is furnished water through a single 6” line 
that comes through the Spruce Hollow Tank.  The Town needs a larger line there which will 
give us a greater reliability in every aspect of the system.  Mr. Rothrock stated that this 
project is included in the $35,000,000 and stated that without having the figures in front of 
him he believed that this project would cost approximately $600,000.  Mr. Rothrock 
informed the audience that the balance of the needs that are a part of the $35,000,000 report 
that have not been discussed in detail are going to be taken care of through an approved 
schedule which sets aside $200,000 to $250,000 a year to go towards the continued 
rehabilitation of water and sewer.  Council has made this commitment.  Mr. Rothrock does 
not believe that the Wastewater Treatment Plant should be a concern for the next 35 to 40 
years or beyond except for maintenance.  The overall program that the Town has outlined 
should be revaluated annually.  The analyses are not redone during this evaluation process; it 
is the priorities that should be revisited and readjusted.  This is why priority number 19 in the 
report needs to be moved up and replace priority number 9.  Mr. Rothrock provided 
information on the timeline over the next few years stating that in the 2012 to 2013 fiscal 
year the number one priority is the lift station at Grassy Gap and rehabilitation of the sewer 
line leading to that lift station.  In the meantime ongoing efforts will be made in 2012, 2013 
and 2014 to get the Watauga River reclassified.  The Town will then move on to acquiring a 
withdrawal permit then finding a consultant to do design for the intake pump station and the 
water lines.  The cost of this project is estimated at $2,250,000.  Mr. Rothrock addressed the 
water well report the Town had completed stating that the report that came back for the wells 
was very discouraging so Council did not elect to spend $35,000 to $50,000 more towards 
this idea and that instead that they would use this money to proceed with the withdrawal to 
feed Buckeye Lake.  Mr. Rothrock stated that it was his opinion that this is the only source 
for water that will be able to provide the Town with the adequate water flow that is needed on 
a long term basis.  Mayor Owen stated that Mr. Rothrock was hired on the front end to do 
work as a consultant for the Town and Mr. Rothrock has been paid for that.  Mr. Rothrock 
will not be paid for any projects that come out of the work that he has done.  Mayor Owen 
thanked everyone for being present to listen to the information that was being provided.   
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c.  Discussion by Ad Hoc Water Committee of Project Funding and Current Utility Rate 
Structure – Mayor Owen stated that the Local Government Commission oversees the Towns 
audit and financial condition and to ensure that the Town is financially stable as well as 
overseeing the Towns ability to borrow money.  The Local Government Commission would 
like for all of these utility projects to be paid out of the Utility Enterprise Fund.  Currently 
there are is no legislation in place that stipulates this rule.  Mayor Owen stated that the Town 
has been building its Reserve Funds for years for projects such as these utility projects.  The 
Town has also been working towards making the Utility Enterprise Fund self sufficient 
through the increase in the water rates.  The Town has transferred $750,000 from the General 
Fund to the Utility Enterprise Fund to pay for current projects.  Mayor Owen stated that the 
Radio Read Meter Project in the amount of $900,000 was completed through a loan and that 
payments were being made through the increase in the water rates.  Mayor Owen stated that 
borrowing money is always going to be indicative and that the Town did not want to spend 
all of its savings on these utility projects.  Mayor Owen stated that Enterprise Funds have to 
cover the cost of the service they are providing.  Mayor Owen stated that in the past the 
Town used to transfer money from the General Fund to the Utility Fund to cover 
expenditures.  Operating in this manner had permitted the Town to have a very low water and 
sewer rate.  The Local Government Commission is really pushing for all Enterprise Funds to 
be self sufficient.  Mayor Owen introduced Urs Gsteiger as one of the members of the Ad 
Hoc Water Committee stating that Mr. Gsteiger had served time on the Town’s Planning 
Board and has an interest in the community as a part time resident.  Mayor Owen stated that 
the other members of the committee are part time homeowners as well.  Mr. Gsteiger stated 
that he appreciated everyone being present.  Mr. Gsteiger stated that the Ad Hoc Water 
Committee has become involved in the last year or so with the Town’s utility needs.  Mr.    
Gsteiger stated that his own personal involvement with the Towns utility needs has been for 
about 5 years.  Mr. Gsteiger stated that most of the information is available to the public 
during public hearings and on the Towns website.  Mr. Gsteiger stated that he lived on Beech 
Mountain full time for 3 years and went to every Council meeting and listened and learned.  
Mr. Gsteiger stated that he spoke to Council Members and staff to become more aware of 
issues within the Town.  Mr. Gsteiger stated that most individuals who know something 
about the Towns history know that this Town was developed by a developer and that a lot of 
the infrastructure was built substandard.  Mr. Gsteiger cited some examples of lines being 
misidentified, not going to where they were supposed to go and not being the right size.  
Council has begun to see these issues and has taken steps to correct these issues.  The Towns 
utility system has approximately 2,100 users which are virtually all residential but the system 
is about the same size as the Town of Boone’s utility system.  The Town of Boone however 
has approximately 4,500 users.  They have a lot more commercial users.  Commercial users 
can be charged a lot more and they use a lot more water.  Mr. Gsteiger explained that one fix 
for the Town could be to find another 1,000 customers and attach them to our system.  
Unfortunately that is not doable unless the Town can have another 1,000 homes built.  Mr. 
Gsteiger stated that our Towns utility system could easily support an additional 1,000 homes 
and that if the Town had that revenue the Town would not be facing some of the issues it is 
facing today.  The Town had years of under spending and the water and sewer budget had 
been operating in the red.  Some utility employees were being carried in other departments.  
When Manager Feierabend came in he corrected a lot of problems that existed for this Town.  
By making some of these corrections the Towns deficit appears to have gotten even larger.  
So as an aside when you all are looking at your old figures and it looks like the water and 
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sewer budget has increased it really has not increased.  What is happening is that the Town is 
better reflecting the cost of running the utility system.  Mr. Gsteiger stated that Manager 
Feierabend invited him and a couple of other citizens to look at the rate structure and propose 
some changes.  The Town staff had studied similar systems which included a visit to Maggie 
Valley which had a similar system and had found themselves in a similar problem years 
prior.  Mr. Gsteiger stated that the new structure was designed based on usage.  Mr. Gsteiger 
stated that the Towns old water rate had been based upon the size of the water line and that 
this rate system had not been changed for about 20 years.  Mr. Gsteiger stated that the Ad 
Hoc Water Committee wanted to increase conservation and increase the revenue stream to 
close the deficit.  Mr. Gsteiger stated that North Carolina, unlike most States, has a 
supervisory body over local communities which essentially monitors what a community does 
with it finances.  In our case is the Local Government Commission.  The Local Government 
Commission has, as an ultimate sanction, the power to remove the mayor, the Council and 
the City Manager.  The Local Government Commission was created after the depression to 
keep communities from defaulting on borrowing money.  The Ad Hoc Water Committee 
wanted to rationalize rates to generate the funds needed for the capital projects that were 
coming down the road.  This has been an issue that has been ongoing, has been known about 
and has been addressed for several years.  The initial proposal by the committee was adopted 
with some modifications by the Council.  The rate structure that was adopted was an initial 
residential water rate of $25 a month for water and $25 a month for sewer based on a 3,000 
gallon usage.  This needs to be charged year round because this is a small community that 
operates a fairly large system and this is the only way to keep it affordable.  Mr. Gsteiger 
stated that the committee also proposed two $10 rate increases over the course of the next 
two years which Council followed though with so that the combined monthly water and 
sewer rate is now $70 for 3,000 gallon usage.  The more water that is produced the cheaper it 
becomes.  Unfortunately there are very few commercial users on the mountain.  The 
additional funds that have been generated and are being generated are being spent to repair 
and upgrade the water meters.  Council decided to try to deal with the Towns water loss.  A 
lot of these were found when the Town installed the radio read meters.  The installation of 
these meters is allowing staff to quickly detect leaks.  There have been some homeowners in 
the past that have had leaks that were millions of gallons.  By reducing the water loss the 
Town has been able to delay the immediate need for a water treatment plant.  We do still 
have water being lost in the main lines but this is due to how Carolina Caribbean chose to 
build those lines.  We now have a system that generates sufficient dollars to fund the system, 
both operating and capital requirements.  Due to the Towns size we need a large base charge 
and can not allow part time residents to disconnect.  The current water rates bring in 1.7 to 
1.8 million dollars which is believed to be enough to fund what needs to be funded for the 
capital projects.  This water rate project morphed into a project on how to fund capital 
improvement projects identified by Town Engineer Marion Rothrock.  The committee then 
added some other part time residents.  Mr. Gsteiger stated that Craig Hunter came on board 
and has experience in Florida Bonds and Town Management.  John Merritt was added and 
has significant project architect experience.  Jack Lubin was added and has experience in 
Florida as a Town Manager.  Staff input has been provided from Public Utilities Director 
Robert Heaton and Fire Chief Robert Pudney.  The water system also has a secondary need 
which is to provide water for the Towns firefighting needs.  Finance Officer Nancy Johnson 
and Town Manager Randy Feierabend are also a part of this group that meets informally as 
need to address the problems that the Town has.  Mr. Gsteiger stated that Mr. Rothrock’s 
study showed that there was about $34,000,000 million dollars of total needs.  It is a number 
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that needs to be broken down and studied.  The staff along with the committee deemed 
$8,000,000 from this study of critical needs that need to be addressed first.  Much of the 
$34,000,000 cost is the cost of entirely replacing all of the Towns water and sewer lines.  
This will never be able to be afforded and does not need to be done.  What needs to be done 
is to take care of the critical needs and then to spend $250,000 or so each year in needed 
maintenance and repair of the lines that the Town has.  When you read Mr. Rothrocks report 
it is very clear that he does not think so either.  Mr. Rothrock’s study has 35 
recommendations and 35 projects that need to be funded.  Numbers 1 through 9 have already 
been done.  The total of the 1 through 35 cost about $13,000,000 so we are already talking a 
whole lot less than the $34,000,000 figure.  The 3 projects that need to go forward fairly soon 
are the new water treatment plant, the Watauga River Intake Project, and the Spruce Hollow 
and Parkway Pump Station are going to run approximately $8,000,000.  This is the operation 
figure that the Town is working with.  Mr. Rothrock is due a lot of credit on extending the 
life of the water treatment plant.  Because of this the Town is looking at funding a new water 
treatment plant in the next 5 years.  The drought showed the Town that there is a need for an 
alternate source of water which is why the Town is taking on the Watauga River Intake 
Project.  The Town is looking at a number of different options for financing these projects.  
One of the ways the Town is looking into is a United States Department Agriculture loan.  
The Local Government Commission has looked favorably upon other communities obtaining 
this type of loan for funding water and sewer projects.  The United States Department of 
Agriculture has some advantages such as offering 40 year loans. Currently interest rates are 
at 3.5%.  They do require that the utility rate needs to support the payment of the loan.  The 
Local Government Commission requires a level principal payment structure so the payment 
starts higher and then runs down.  Looking at the payment amount and the Local Government 
Commissions level principal payment structure it is believed that this can be funded with the 
current water and sewer rates.  The Local Government Commission has other requirements as 
well which some are statutory and some are policy.  The Town is questioning whether all of 
the Towns projects need to be funded from the water and sewer fund.  Mr. Gsteiger reiterated 
that if the Town was able to borrow the $8,000,000 from the United States Department of 
Agriculture for a term of 40 years the initial payment of the first year would be $480,000 and 
then decrease.  It is believed that this is able to be funded through the water and sewer fund.  
Mr. Gsteiger stated that in order to free up $480,000 for this payment the Town is going to 
have to start funding some of the other repairs outside of the water and sewer budget.  The 
Town has to be able to show the Local Government Commission that the Town can fund this 
before they will permit us to take on this type of financing.  The Town is currently funding a 
$750,000 project out of a combination of reserves and operating funds.  The Town believes 
that the money is there and that we can do it without a rate increase or a tax increase.  There 
are two factors that need to be kept in mind.  Avery County and Watauga County are going to 
be completing their reevaluations.  A reevaluation, depending on what it does to our tax base, 
may result in the Town having to do a tax increase in order to keep the tax stream revenue 
neutral.  The second factor is what happens to interest rates over the next couple of years.  If 
the Town uses a general obligation bond then this would require a referendum of the voters.  
If the Town does use a revenue bond for funding then this type of bond does not require 
approval of the voters.  Mr. Gsteiger pointed out that any type of funding that the Town went 
with would require final approval by the Local Government Commission.  Mr. Gsteiger 
explained that the Town has a revenue base upon which it collects its taxes.  If the 
reevaluation process increased everyone’s home value by 10% then there might be a tax cut.  
Conversely if the Town sees an overall decrease in the Towns property value then the Towns 
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tax revenue would decrease by 10% and the Town would have to figure out that budget gap.  
North Carolina millage rates do not automatically readjust and require Council action.  Mr. 
Gsteiger stated that the Town is early in this process and that the goal is to not increase water 
and sewer rates or tax rates.  Ad Hoc Water Committee member Craig Hunter stated that he 
had been a Town Manager in Florida for 14 years then moved into bonding where he worked 
on financing these types of projects for Towns.  Mr. Hunter stated that nothing right now is 
iron clad and emphasized that the Town was just getting started at looking at financing 
options.  All financing options have pros and cons.  Mr. Hunter citied many types of funding 
options including bank loan, revolving loan and the United States Department of Agriculture 
Loan.  Mr. Hunter stated that in this situation a Town never knows about their credit until 
there is a need to finance and they go through the process.  Mr. Hunter stated that the best 
option for the Town right now was to look into a United States Department of Agriculture 
Loan.  Mr. Hunter stated that he has a vested interest in this process being an owner of 
property here on the mountain and wants to solve this problem and work through it.  Mr. 
Hunter stated that with interest rates at the lowest they have ever been that the Town needs to 
get on this as quickly as possible.  Mr. Hunter stated that the Town needs to move on these 
projects and cannot afford to wait on this.  Mr. Hunter stated that a meeting has been 
scheduled to take place in about two weeks.  Mayor Owen stated that as far as expediting the 
funding of the $8,000,000 that Council is taking whatever actions can be taken to research 
options for financing.  Mayor Owen stated that the Ad Hoc Water Committee is actively 
involved in this project and have shown their commitment by giving so freely of their time.  
Ad Hoc Water Committee member Jack Lubin stated that this financing the Towns utility 
projects would be a process accomplished through many meetings.  The Ad Hoc Water 
Committee will be meeting with other organizations.  Mr. Lubin stated that this committee 
wanted to get this project done as quickly as possible and pay the least amount of money to 
get the job done right.     

 
IV.  Adjourn – Upon motion to adjourn made by Vice Mayor Piquet and seconded by 

Councilman Holcombe the meeting was adjourned at 8:45 p.m.  The motion carried 
unanimously.   

 
Minutes approved by Town Council on September 11, 2012. 
 
 

                         
                   Richard H. Owen, Mayor 
ATTEST: 
 
__________________________ 
Jennifer Broderick, Town Clerk 


