SPECIAL CITY COUNCIL MEETING

MINUTES OF NOVEMBER 20, 2017

Members Present:  Mayor Hallum, Council members Bunke, Benson, O’Donnell  Absent:  Council member Honsey.  Councilors-elect Ryman and Linder also attended the meeting.
The purpose of the special meeting was to review with financial consultant, Mike Bubany of David Drown Associates, Capital Financial Planning (CFP).  The planning tool address options for planned future projects, debt service needs, debt levels, utility service charges, long range planning, as well as provide some comparables with similar communities.  Brian Malm, engineer with Bolton & Menk was also present to participate in the discussions.

Bubany provided an over-view of the program and indicated the ability to show the impact on taxes and utility rates based on projects undertaken, determining bonding or cash financing options; basically playing with numbers and dates and scope of project to see what is workable.  Certain assumptions are made on the tax base, growth of the community cost of a project factoring in inflation for future completion of projects.  Planning for growth can make a difference, but if it doesn’t occur when you expect, the impact on the financial planning can be bad.  The City has set a threshold of $6,000.00 per capita in maximum general obligation debt which must be kept in mind for planning the timing and sizing of projects.  
It was noted the MN Dept. of Revenue has indicated preliminary property taxes statewide will increase about 5.2%.  The City’s  preliminary rate has already been amended and is currently at 5.3%.  It was noted commercial entities will receive a reduction in state commercial taxes of approximately 5.0%
General information highlights included:

· Tax rate remains steady in the 85-90% rate and operating expenses have been kept flat; Bubany recommended budgeting to keep the rate steady even when debt drops as any extra cash will be needed for the future projects; this prevents large dips and spikes in the rate
· The debt discussed in this exercise is only the tax supported debt, not revenue supported such as electric, water or sewer; most recent projects of the City have been 10 year bonded projects so as to free up funds faster for the next projects
· This exercise assumes water and sewer bills for residential users at 5,000 gallons a month; water rate is a little higher than surrounding communities, but we have a water treatment plant in operation; those communities will soon be needing to install that operation and rates will be affected; sewer rate is typical but has not been increased for several years.  No major wastewater plant upgrades are anticipated although expensive equipment and parts replacement is needed; PCA generally gives at least 10 years notice if a treatment plant needs to meet new limits or new licensing requirements; capacity of the plant is good
· The Capital Projects Fund is for designated expenditures and typically spends what is levied each year, but still retains fund balance for long-term designated expenditures such as truck and equipment replacements; using too much cash from this fund to help fund project costs might have negative effect on ability to pay outright for planned equipment upgrades and purchases

· Standard & Poor’s & Moody’s bond rating companies look at cash fund balances as an important indicator for bond interest rates and for bond ratings; to increase our bond rating we would need a lot more cash and a lot less debt 

· Historical use  of levy and local government aid (LGA) on a per capita basis indicates we are being efficient with these funds
· Street projects typically enjoy an economy of scale to combine several projects into one; must also prioritize which areas are in the worst shape

· Potential projects discussed included street/infrastructure rebuild projects as per the Bolton-Menk study; if projects are put off too long, inflationary costs increases will outweigh what we may pay in interest to bond for the projects
· State Highway 30 (Steven’s Avenue) mill and overlay is planned; we have undersized and insufficient water and sewer services which need replacement; State will work with City on the project (similar to Hwy 43) and we can discuss appropriate timing with them for financing; State participation is similar in dollar value to the Hwy 43 project; city share to be approximately $l,345,000.00

· Other projects included street rebuilds in other areas of the City; potential westerly development for housing; potential R-P School site redevelopment; SRTS; canoe launch, bike/walking paths
After inputting various cost estimates, dates and seeing the impact on the debt level and rates, consensus was reached on the following items:

· The debt threshold of $6,000.00 per capita will be complied with and to accomplish that, may require some cash inflow to projects to keep the bond levy lower

· No street projects will be planned for 2018; but planning will begin to identify appropriate streets for a 2019 project at a cost of approximately $2 million; City will stay with the 10 year amortization of debt, but can consider longer terms if potential new development will take longer to accomplish (westerly development)

· Discussions will be held with the State for Highway 30 project in the year 2023

· The goal will be to keep the tax rate between 85-90% and keep the impact on a typical house for taxes and utility cost increases to 3% or below in a year; capital project budgeting will remain steady to provide for appropriate maintenance of the new streets and appropriate cash purchases of planned-for equipment
· Consideration should be given to adjusting sewer rates so the increase is not too large at one time and to adequately prepare for higher cost maintenance issues
No formal decisions were made on specific projects, scope of work or time tables, but this workshop provided insight and information for that planning to now move forward.

Motion by O’Donnell seconded by Benson that the meeting be adjourned at approximately 8:10 p.m.  Upon roll call all voted aye.
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