SPECIAL CITY COUNCIL MEETING

MINUTES OF SEPTEMBER 29, 2011
Members Present:  Mayor Hallum, Council members Dahl, Honsey, Bunke
Absent:  Council member Roberton
Purpose of the special meeting was to review the updated Capital Financial Planning Summary as presented by Mike Bubany of David Drown Associates. 
Bubany presented an explanation of how the program works, where projects, costs, and payment plans are all plugged into the program to create various reference graphs.

The following areas were covered:

· Tax Rate Projects – taking into consideration operational cost and debt service; market value exclusion (taking the place of state paid market value credit) will lower market values and even if the levy remains the same, taxes payable will increase; also depends on how an individual parcels value changes; commercial properties will bear the hit of higher taxes; state-wise issue because of the legislation; this report assumes operating spending will grow only as much as the tax base grows; as the city grows, there will be more room to do projects and still keep the tax rate steady
· Water and sewer bills – charts calling for regular increases; we already have sewer rate scheduled to increase in October and water rate to increase in February
· How much more will individual taxpayer see coming out of pocket – assumed $115,000. value home (average) and user of 5,000 gallons of water (may be on high end) and factoring in the 23% reduction for the market value exclusion – increase will be approximately $10.00 more per month

· Capital Projects Fund – considerable LGA funding going into that fund; model assumes we would keep putting those funds there for annual expenses and to build for future project expenses; capital projects fund also as FEMA receivables
· Projects to plan for – 2014 Hwy 43 project $1.5 million City share; pay with assessments, bond issue and possibly PFA funding;  2012 Levee project, structure bond payments for interest only first two years, not as efficient but more affordable until other debt drops off
· Debt per capita – goal to stay around $4,500. level; may be couple years of slightly higher till other debt drops off.  Standards & Poor’s did not downgrade because of debt level; was for lack of cash; need to pay back/rebuild General Fund
· Library Project $1.7 million reduced project cost; using FEMA funding, USDA loan, USDA grant, annual $20,000.(formerly to community center)  - need to raise $500,000. in donations – all this would have minimal impact on debt service and minimal impact on monthly cost increase to individuals; MN Rural Water good source for temporary construction loans
· Councilmember Bunke asked about cost savings of building a library in conjunction with a new R-P School building; discussed previous studies, other cities, variances in operations between school and public function, etc.
· Various scenarios were reviewed by changing taxes, changing debt service, changing projects, etc. to see the impact; considered other big projects coming up; could budget LGA to only cover actual capital project costs but then aren’t building for future and then don’t have any cushion for unknowns; need for more businesses to fill the downtown; some cuts to levy ($20,000.00 may seem like a lot) but has little to no impact on the taxpayer amount.  Always an unknown what the State might do with LGA funding.

· Mike will prepare two versions of the CIP –one with higher LGA to Capital projects and one with lower LGA to Capital projects (assuming then that difference goes to operating costs).  The plan will also take into account interest only payments on the levee project vs. standard payment schedule.  At first glance it appears to have a similar effect on a typical taxpayer.
It was generally agreed this program was a good tool for exploring various options in financing, budgeting, bonding, levying and overall planning.  The new Market Value Homestead Exclusion will have a dramatic impact on commercial and non-residential property taxes payable; but residential properties may not always be affected.  

Motion by Bunke seconded by Dahl that the meeting be adjourned.  Upon roll call all voted aye.
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