

June 4, 2013 Special Council Meeting

City of Oronoco

Special City Council Meeting Agenda
June 4, 2013
6:30PM

I. CALL TO ORDER

The meeting was called to order at 6:31pm.

II. ROLL CALL

Members present:  Mayor Kevin McDermott, Councilor Skyler Breitenstein, Councilor Jayne Krause, Councilor Trish Shields, Attorney Fred Suhler, Clerk Sandy Jessen, Mike Bubany, Ron Zeigler, and Councilor Nathan Hartung entered at 6:35pm.
III. CEDA:  Ron Zeigler 
CEDA has been around for 27 years, it has a 12 member board. They do many things to assist communities:  grant administration duties, funding, development projects, and behind the scenes they assisted administration work for flooded businesses. The proposal is to utilize CEDA on an as needed basis. The billing would be hourly and there is a 30 day out clause. They put the emphasis on themselves the different items are upfront project leg work.  It takes the burden off city staff and council. Mayor Kevin McDermott; It could be a huge asset for various reasons, if we receive the sales tax dollars. Mayor Kevin McDermott will abstain due to conflict as his boss is a board member. Ron:  You are ready to go with this contract.  The Rochester contract for sales tax, we can say yes there is an EDA. There are 16 of them that work on the projects.  Councilor Jayne Krause: Would it be one individual per project?  Ron: With this, there would be one person of the staff that works on a specific area.  There is a Public Hearing on June 17th, 2013 at Rochester to vent about the sales tax issue.  Attorney Fred Suhler: 7:00pm is when Rochester has hearings. Ron: They ask that the 17 cities have representation. Councilor Skyler Breitenstein:  The contract as of July 1, would they represent us?  Ron: They will have staff there.  Councilor Skyler Breitenstein; If signed, could they speak on our behalf? Ron: They are having one or two speak.  Thankfully Rochester is moving it forward.  Councilor Jayne Krause moved to approve for CEDA starting July 1st of this year, Councilor Skyler Breitenstein second:  Councilor Trish Shields; The meeting is June 17th ? Should the contract date be moved up?  Ron is comfortable moving the date. Councilor Trish Shields; Gold Rush is the same night as the Rochester Public Hearing. Councilor Trish Shields amended the motion to be signed effective June 17th.  Mayor Kevin McDermott; They are expecting someone from the city. Mayor Kevin McDermott will plan on attending. All in favor, motion carried.
IV. TIF District: Mike Bubany, Bond Consultant
They work hand in hand with CEDA; Mike did a presentation for council in 2010 on TIF districts. It is a property tax tool that redirects property tax for projects. The base value for so much tax the tax is froze and that amount will stay the same, the added tax above the set amount, the incremental is sent to the city and that amount is used for the TIF.  The tax amount is used for a project; in general there has to be a but for finding the project couldn’t move forward without that need.  The project would not move forward without this, or a study could be done to prove the need for the TIF. There is no real formula that directs this.  Is it a project you want? It could be council policy, or they will go to another city with TIF existing.  A lot that is not serviced with infrastructure; they would request the TIF dollars be used for their project.  Projects costs: costs are paid up front, someone has to borrow money to pay the upfront costs, the city borrows money from itself or a bond and then hopes the development is built and they pay their taxes and hope to get repaid through the taxes.   Preston ran into problems when upfront tax law changed, it reduced the expected amount for the repayment.   Many cities stay away from upfront TIF.  The second option is pay as you go: the development fronts the cost and the tax bill goes up and taxes are reimbursed to the developer.  The city would not be on the hook for any shortfalls. There are a variety of districts: economic development, redevelopment, and housing development (income qualified only).  There are rules and regulations on each. A public hearing is required. Develop a TIF plan and send to county and schools. The County and school can’t stop the TIF but have a 30 day comment period; council is sole authority. Businesses pay a state property tax on commercial property.  The County and City has to wait for the TIF to go away to get the additional tax dollars. 
Mayor Kevin McDermott; What is the average life of TIF.   Mike: Economic development is 9 collections, it takes two years to hit the tax base, redevelopment district is up to 26 collections, 15 is more common, 26 is rare.  You have five years to enter into an agreement once the TIF is established. Should spend the TIF for the project solely, the local taxes are generated from the property tax dollars,  the total doesn’t change,  the TIF portion gets distributed to the city and reimbursed to the project.  Cooperative tax abatement isolates tax and city, county, and schools have to approve. TIF removes the uncertainty of them wanting to participate. Attorney Fred Suhler; One problems discussed on a TIF district if the state changes the rules and with pay as you go what happens?  Mike; The development is out of luck.  Attorney Fred Suhler; People who own property may want a TIF, do you know why some wouldn’t want it?  Mike; The only reason is that they don’t believe to use it as a political tool.  Attorney Fred Suhler; A bank entered into a TIF and the dollars were used to fund another bank.  Mike; A TIF can be used for other parcels, you average a five year clock if it is established. The city should wait for a TIF district until you have a project in place.  By resolution you would have to kick out that parcel after five years or would have to redo it.  Mayor Kevin McDermott; Say the city gets a pot of money for economic development would there be a need for a TIF?  Mike; The Rochester sales tax dollars? TIF could put the money up front with the Rochester money and then get paid back through taxes.  There are limitations of what that money can be used for.  Attorney Fred Suhler; None could be used for admin fees and can only be typical costs for engineering and project costs.  Mike; Rochester issued bonds that are tax exempt, it is used for public purposes. The project would need to qualify for the sales tax use and TIF.  Councilor Nathan Hartung; Should wait for anchor business to be in place and then we would want to look at it.  Mayor Kevin McDermott; It was brought up a few years ago and it was opted not to do this. There are pros and cons; we want added business, and some say they will come no matter what with the city’s location. We can think about it and it can be weighed both ways. None of the existing businesses have used a TIF and we would be able to capture the tax dollars now.
V. Stolp Shed Appraisal


Mayor Kevin McDermott; The appraisal came in and we will go into closed session for this.
VI. CW Roads

Attorney Fred Suhler will have an update by the next meeting. It’s hard to understand what leverage we have. One consideration is they still own some of the property and may have to deal with this when expansion comes; it may take another process.  There may be collateral damage.  The bank has lost a lot on the property.  Engineer Joe Palen; The property could be assessed while the bank owns the majority; before the majority is sold. Attorney Fred Suhler; If there was a project we could list the pending assessment.   The other issue is the development of the 2nd phase that they will put more pressure on existing roads. Engineer Joe Palen; Maybe the bank doesn’t care. Councilor Skyler Breitenstein; What is the process? Engineer Joe Palen; Public hearing after City Council initiates the project, do feasibility report, assessment hearing, and then assess it.  Attorney Fred Suhler will get an answer in the next few days.

VII. Flow Chart for Wastewater Improvements
At the last sewer and water meeting City Engineer Joe Palen was requested to put together a flow chart for a sewer system project facilities plan. The assessment report was submitted to the MPCA in February and it has not been reviewed yet.  After they approve the report then there would be a public hearing on the facility plan.  A facilities plan looks at the population and the current wastewater and what the future (20 years) needs would be.  The last plan was from 2002. It figures out how to treat the wastewater; treatment plant or join with Rochester or Pine Island. It takes a lot of planning, coordination, and to address questions of what is best for Oronoco.  How do you pull all the systems together downtown and the subdivisions to bring to one system?  Commercial developments need sewer.  Figure out costs and what is permitable. We can build upon the 2002 plan, but much of it needs to be revisited.  There are some funding options PFA and the revolving loan fund; low interest over extended period, over 20 - 30 years. The water loan is over 1 million at one percent for twenty years. TMDL grant, is grant funding for 3 million maximum with a 50 percent match funded through the 3/8 cent tax that passed a few years ago.  Funding is sometimes there and sometimes not; they look at income of residents and they will buy down the loan.  Funding is there now and may not be later.  It takes a long time to move the project forward.  If started today with the facilities plan; it is due each March (2014), hold the public hearing and submit it to the PCA and then can become eligible for the funding. Once the plan is approved, we can apply for the revolving loan fund, and then if you are serious to move forward, then apply for IUP if you score high enough. The score is based on need and threat to public health.  The downtown area has placed in the 60 range which is a good score; the higher the score, the higher the eligibility, anything over 35 is good.   Submit plan and specifications to MPCA within 6 months; if we don’t meet the required date it will go back to the next year.  We must meet the requirements as in the water project.  Typically you’re looking at a lengthy project negotiation with Rochester and Pine Island. Rochester is larger and we’re not sure what interest they would have.   Mayor Kevin McDermott; Wouldn’t that plan have to come first?  Engineer Joe Palen; It needs the study first to present the numbers.  Negotiating the ROW and easements will be needed for the subdivision flows and the downtown, bringing them together and then conveying them.  If the city is interested to move forward we can put a more detailed scope of service together for City Council.  It’s not free, about $50,000 or more to update the plan and it would take six months. We would want to be able to submit to the MPCA by March.  Councilor Jayne Krause; The committee thought we should do something now.  Councilor Skyler Breitenstein; Didn’t realize cost, but we are now largest small town without sewer service.  Updating the facilities plan helps us plan for growth, may be able to use sales tax proceeds to fund some of this. As the city grows we need the sewer capacity.  There is a risk to public health. It is not an easy decision, but needed.  Councilor Skyler Breitenstein; requests Stantec to compile the scope of service for the facilities plan, Councilor Jayne Krause second; discussion: Councilor Skyler Breitenstein; Received an email that we have to submit a plan by September to Rochester for use of the sales tax or it will go to the DMC.  Each city needs its own plan; it is reasonable to use it for this, as it is growth for the city.  All in favor, motion carried.  It is important to speak to Rochester and Pine Island as part of the scope of service.
VIII. County Road Turnback
Engineer Joe Palen’s comment is more direct than the contract and covers for the future.  Attorney Fred Suhler felt that the original is okay but through engineering prospective it is language that they intended; they may mean the same, but Joe’s language clarifies.  Mayor Kevin McDermott motioned to approve the contract with the county on the turnback of the roads with Olmsted county, adding the 2e 4 clarification of contract verbiage, Councilor Skyler Breitenstein second; all in favor, motion carried. We can sign as soon as we receive the corrected copy back. 
IX. Law Enforcement Contract
Mayor Kevin McDermott motioned to approve the law enforcement adjusted contract, Attorney Fred Suhler; it is an insurance requirement. Councilor Nathan Hartung second; all in favor, motion carried.
X. Tree Work: Oronoco Park
Low bid was from the Arborists of Rochester @ $2700. There is only $2000 left in the budget.  It needs to be done. Maybe they can drop and leave clean up to community service or approve the difference. Councilor Nathan Hartung; See if community service can do part of the clean up.  Mayor Kevin McDermott motioned $2000 with community service help, any additional cost would be brought forward on June 18th, Councilor Trish Shields second; all in favor, motion carried. 
XI. ADJOURNMENT
Mayor Kevin McDermott motioned to adjourn at 8:04pm and reconvene in closed session in five, Councilor Skyler Breitenstein second; all in favor, motion carried.
The meeting reopened at 8:30pm; it was to discuss property acquisition and appraisal of property.  Mayor Kevin McDermott motioned to approve the additional $150 at $1650 for the appraisal, Councilor Nathan Hartung second; all in favor, motion carried.   
Mayor Kevin McDermott motioned to close the meeting at 8:31pm, Councilor Skyler Breitenstein second; all in favor, motion carried.
______________________



    ________________________    

  City Clerk                                                                        Mayor
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