REGULAR CITY COUNCIL MEETING

MINUTES OF JUNE 27, 2016
Members Present:  Mayor Hallum, Council members Bunke, Honsey, Benson, O’Donnell 

Following the Pledge of Allegiance, Mayor Hallum called the meeting to order at 6:30 p.m. and noted tonight’s meeting would be the first for Tony Chladek, new City Administrator.  
Motion by Honsey seconded by O’Donnell to approve the agenda as presented.   Upon roll call all voted aye.
Motion by Benson seconded by Honsey to approve the June 13, 2016, meeting minutes as presented.   Upon roll call all voted aye.
The Mayor asked if there were any citizens wishing to be heard with the following persons speaking:
· Bert Boyum – for 50 years have had no problems on sewer or water on Hillcrest Drive; Hillcrest project was chosen just to spend more money; punishing people with assessments is not right; City has more debt than we need and doesn’t need more lawsuits; wants to know why Hillcrest was selected, didn’t get an answer before

· Ken Highum – understands where city is at, wants to see more debt taken care of; if we don’t have progress, we stand still; why not assess everybody exactly the same; or why not assess only 100’ of property
· Deb Holm – did review of 2015 sewer videos vs. 2007 video show anything

· Darlene Paulson – what will cost be

· Ardell Lee – read in the paper that electric utility will be done at the same time

Brian Malm, City engineer from Bolton & Menk responded to these questions:
· Reviewed the timetable of the project scoping starting with August 2015 review of streets for pavement reconstruction; council decided to get more comprehensive evaluation of infrastructure before redoing the street; December 2015 city-wide analysis completed and presented to Council in January 2016; discussed problem of constructing new pavement over the top of utilities that are already 50+ years old and have outlived their expected life; Council authorized feasibility study in February 2016; Council ordered improvements April 2016; public hearings held in March and April 2016; April memo detailed value engineering options that reduced costs and changed scope of project to save money; Council authorized plans and specs in April 2016; ordered bids in May 2016; bids opened in June 2016

· Tapes and written reports reviewed for sewer video of 2007 and 2015; no improvement to existing pipes, deterioration and problems still exist; engineers stand by their determination that it is too risky to just put a new surface over bad pipes; full reconstruct is a better management of the infrastructure
· Financing for City infrastructure requires a bond issue and rules for bond issue include assessing certain percentage of improvements to benefited properties; city has an assessment policy for percentage and type of assessments which has been followed for past three improvement projects

· Using bid prices received, estimated assessments for a 100’ lot will be in the $8,150.00 range; $2,800.00 for sewer and water and $53.00 per lineal foot of curb/gutter/street; this assumes the lowest possible percentage assessed to property owners to meet bond guidelines

· Electric utility conduit is planned to be placed in front of properties on the south side of Hillcrest while the area is dug up, in order to move that electric service from the back, hillside portion of the properties to the front for underground installation; electric utility cost is not assessable cost; north side of Hillcrest is already all underground

Mayor Hallum thanked the citizens for coming to the meeting and asking their questions.
The following notifications were received:

· Notification of Mediacom adding and moving channels
· 2016 SpectaculAir Warbirds Expo  scheduled for 9/25/16; flyer and sponsorship opportunities form attached

Motion by Honsey seconded by O’Donnell to approve the consent agenda consisting of the following:
· Approval of Verified Claims and Fund Summary Report for period ending 6/27/16
· Adoption of Resolution 2016-046 granting a Temporary On-Sale Liquor License to Rushford Festivities, Inc. for the annual community celebration to be held on July 11-17, 2016 at the Fest Grounds on Industrial Drive west of the Historic Depot.
· Approving the granting of a temporary permission to Rushford Festivities, Inc. for is coordinators to operate golf-type vehicles on City streets during the 2016 celebration to be held July 11-17, 2016.

Upon roll call all voted aye. 
Mike Bubany, financial consult from David Drown Associates, provided a bond recommendation for the appropriate means of financing the 2016 Municipal Improvement Project.  Included in the recommendation was detail on the potential crossover refunding of the 2011 GO Improvement bond for the purpose of lowering future payments given the lower rates in today’s market.  MN Statutes provides for funding of these types of projects with the requirement that the City specifically assess at least 20% of the bond issue to benefiting properties.  Also included in the planning process is to keep the per capita debt under the City’s self-imposed debt limit.  Taking into account the amount of future projects facing the City, Bubany recommended a 10 year term for this bond with the typical 1% above borrower rate for the 10 year assessments.  The tool of the cross-over refunding bond is a means to refinance in advance a bond that is not yet “callable”, obtain a more favorable interest rate and maintain the proceeds in a temporary escrow account.  The savings analysis of this bond issue indicates a present value savings to be approximately $80,000.00 after issuance costs.  This is, of course, dependent on available interest rates, which no one can accurately predict.  Bubany recommends a negotiated sale to set thresholds to insure maximum savings and take the steps needed when interest rates are known.  A “triggering resolution” would give authority to take advantage of the low interest opportunity when it arises.  Bubany also recommends the City obtain a bond rating in order to go to market.  The current rating from Standard & Poor’s is A Stable.  It was noted the previous rating of A+ was issued before the ’07 flood and was subsequently lowered to A Stable when the City’s cash flow was lowered and payments were pending from FEMA.  The last City audit indicates cash/fund balances have improved considerably which may well result in a revised rating of A+ again which will result in a better interest rate.  A chart of general obligation debt indicates that with debt being paid down, and proper structuring of the bonds, the per capita amount is below the limit set and continues to go down.  Considerable discussion was held with Bubany answering various questions presented to him.  Motion by O’Donnell seconded by Benson to adopt Resolution 2016-047 Approving the Issuance of up to $2,130,000 of GO Improvement and Crossover Refunding Bonds, Series 2016A if Certain Targets are Met.  This resolution authorizes the Mayor and Clerk/Treas. to execute a bond purchase agreement if a total present value savings of not less than $60,000.00 can be realized on the crossover refunding bond.  This also authorizes executing a bond purchase agreement for new funds for the 2016 Improvement project provided the net interest cost is at or less than 2.5% interest.  Upon roll call all voted aye.
Bubany also noted again his plan to attend a Council meeting in the future to use his firm’s computer modeling program that will help with general financial planning to incorporate projects while maintaining a satisfactory debt level.  This could include future bonded/assessed projects as well as future projects funded by tax levy alone.

Next item of business was to consider awarding the construction contract for the 2016 Street & Utility Improvement Project.  Brian Malm of Bolton & Menk Engineering attended the meeting and provided the Council with a bid abstract and letter of recommendation to accept the low bid of Generation X Construction in the amount of $798,206.72  (Engineer’s estimated cost was $1,064,228.55).    Considerable time was spent answering questions on the project.  Highlights of the discussion include:
· Malm reviewed the camera work conducted in 2009 and 2015 on the Hillcrest sewer lines; review of verbal and video reports indicate joints are not sealed, cracked joints, radial and longitudinal cracking, protruding taps, pipes are offset, cast iron laterals are very corroded; Malm stated it is a risk to put a 40 year surface over these old pipes

· Several areas of the project have been changed and/or the scope of work reduced to reduce costs;

Hillcrest storm sewer was cut considerably by only putting two new catch basins at the intersection with Watt St.; this is not an assessable item

· Councilmember Bunke asked about working around the curb and gutter and not replacing that which appears to be in good shape.  Malm stated past history has shown it’s not cost effective when doing a full reconstruct as contractors are working with water line, sewer line, compaction, spoils piles, etc. and contractors will have to get more to cover their extra costs 

· Councilmember Bunke asked why all curb was not replaced on Rushford Ave. in the Brooklyn area during that utility project?  Subsequent review of the plans showed the sewer line was run down the middle of the parks which allowed a lot  of existing curb/gutter to remain

· Councilmember O’Donnell noted the bid numbers were very favorable and as Bubany stated, the bond opportunities were also very favorable; the assessable portion will be equivalent or even less costly than the past projects that have been assessed; waiting to do the project will be more expensive in the future

· Councilmember Benson noted that a lot of progress has been made on the City’s system and this project is a continuation of being conscientious and being responsible
· Councilmember Honsey noted this project has had the most push back from residents than any of the other assessed projects

· Malm stated his recommendation was the best infrastructure management plan, but the city could choose to do less

· Mayor Hallum stated with the Otomo Engineering study and the Bolton/Menk Engineering study of the infrastructure needs, the City should do it right; it is irresponsible to not do a rebuild and not follow a plan that makes the streets last as long as possible

The timeline of the project was again reviewed dating back to August 2015 with various stages of discussion, planning, project scoping and value engineering being conducted to date. Motion by O’Donnell to approve Resolution 2016-044 Awarding the Construction Contract on the 2016 Street & Utility Improvement Project.  Hearing no second, the motion died.  Motion by Bunke to reject all the bids and cancel the 2016 Street & Utility Improvement Project.  Hearing no second, the motion died.
Discussion was held on having a special meeting to review this project one more time and give citizens another opportunity to ask questions.  Motion by Honsey seconded by Bunke to hold a Special Meeting July 5, 2015 at 6:30 p.m. specifically to consider Resolution 2016-044 regarding the 2016 Improvement Project contract.  The clerk shall post/publish notice of this special meeting noting that the public will have until Thursday June 30th to present any other questions or concerns.  Upon roll call the following voted aye:  Bunke, Benson, Honsey, Hallum  Voting no:  O’Donnell  Motion carried.
The easement agreement with Toni & Ken Highum for storm water utility across their property at 305 South Burr Oak Street was reviewed for description, map and calculation of value of easement.  Ken Highum was present to discuss the issues with drainage on his property, specifically after the heavy rain this past week.  Highum noted he had provided the easement document to his attorney with only a comment on which year the land valuation would apply, the current year or when completed in 2018.  It was noted if the land value changes in the next year, the calculation for easement payment would be quite minimal.  Motion by Honsey seconded by O’Donnell to approve entering into the easement agreement with Highums and when they decide which year of valuation to use for the calculation, that the Mayor and Clerk be authorized to sign the necessary forms.  Upon roll call all voted aye.
A letter of recommendation was received from Matt Wagner, Mead & Hunt Engineering regarding the bids received for the Aircraft Fueling System Project.  Bids were opened on June 23rd; with the low, responsible bidder being Olympic Builders in the amount of $258,027.40 (engineer’s estimate for the project was $335,450.00.  Following review of all bids and verification that the requirements listed in the “instruction to bidders” was in compliance, it was the recommendation of Mead & Hunt to award the contract to Olympic Builders.  Motion by O’Donnell seconded by Benson to accept the recommendation of Mead & Hunt and award the Aircraft Fueling System Project to Olympic Builders in the amount of $258,027.40.  Upon roll call all voted aye.
Motion by O’Donnell seconded by Honsey that the meeting be adjourned at approximately 9:25 p.m.
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