Mt. Lake City Council
Mt, Lake City Hall
Special Meeting — Work Session
Monday, November 24, 2014
3:00 p.m.

AGENDA

Meeting called to order by Mayor, Dean Janzen
* Further information on agenda item is attached

Review of Preliminary Budget*(1)

Review of Bond Fund Balance*(2)

Review of Water Fund 2014 Budget*(3-6)

Review of Sewer Fund 2014 Budget*(7-10)

Review of Utility Funds Balances as of 11-20-14*(11)
Review of Sewer Fund Balance as of 12/31/13*(12)
Review of Water Fund Balance as of 12/31/13(*13)
Review of Electric Fund Balance as of 12/31/13*(13a)

. Memos*(14-16)
. Review of City of Stewart Deferment Policy*(17-19)

Other information as requested by the Council

. Adjourn
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BOND FUND BALANCE

1994
1995
1996
1997
1998
1998
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014

$840,076.21
$701,322.98
$752,153.55
$659,513.22
$599,517.45
$802,383.35
$821,869.51
$442,430.96
$434,898.85
$239,785.46
$242,235.48
$244,959.79
$256,678.11
$267,805.69
$279,500.41
$288,331.62
$291,488.13
$293,989.15
$296,311.76
$296,877.61
$298,067.79
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Utility Funds as of

11-20-14
Checking
Water $100,630
Sewer $262,005
Electric $735,726

Sweep Savings

Water

$205,108

Includes $150,000 of 2013A G. O. Bond proceeds for
final payment of Utility and Street Project

Sewer

$539,334

Includes $157,246 that must held in the wastewater
infrastructure fund to keep the reserve requirements of
2001 G. O. Sewer Revenue bonds. Includes penalties paid
by MSC for exceeding their Significant Industrial User
agreement parameters.

Electric

$765,715

Includes $32,000 remaining in the $2 equipment fund
(sewer/electric); includes $64,500 required debt reserve
for the 2012C electric bonds; includes $55,000 for the
debt reserve of the 2009B electric bonds. In January the
Utility Commission will be discussing needed upgrades to
the power plant and sub-station. Upgrades have an
estimated cost of 52,000,000,

Savings

Electric

$837,304

self-insurance for the electric department's 6 mile 69Kv
line that brings electricity from the substation north of
city into the city.




$5,000,000

Sewer Utility Fund Cash Flows

A013 Aulxr  12/31/13

4,500,000

$4,000,000

$3,500,000

$3,000,000

$2,500,000

$2,000,000

$1,500,000

$1,000,000
$500,000

2010 2010 2011 2011 2012 2012 2013 2013

Disbursements  Receipts Disbursements  Receipts Disbursements  Receipts Disbursements  Receipts

M Qperating costs B Debt payments M Other (capital, interfund, etc) M Operating receipts B Other (bond proceeds, assessments, interest, ete.)

$1,200,000
$1,050,000
$900,000
$750,000
$600,000
$450,000
$300,000
$150,000
$-

Sewer Utility Fund Cash Balance Analysis

$998,650

$675,843

$577,488

2010 2011 2012 2013

Actual Cash e Minimum Target Cash Balance

The minimum target cash balance is based off of 25 percent of operating costs plus the next year’s debt payments for the fund.

2010 2011 2012 2013

Bonds payable $§ 991,850 $ 1.122.850 $ 3.010.647 $ 6.219.011
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Enterprise Funds

Enterprise funds are used to account for operations that are financed and operated in a manner similar to private business enterprises-
where the intent is that the costs of providing goods or services to the general public on a continuing basis be financed or recovered
primarily through user charges.

A comparison of enterprisc fund cash flows and cash balances for the past four years is as follows:

Water Utility Fund Cash Flows

Q013 Rk 12/31]13

$3,000,000 1

$2,500,000

$2,000,000

$1,500,000

§1,000,000

$500,000

2010 2010 2011 2011
Disbursements  Receipts Disbarsements  Receipts

1- v
2012
Receipts

2013
Disbursements

2013
Receipts

2012
Disbursements

L uQOperating costs  MDelt paymenls  WQuer (capitel, interfund, ete.)  ®WOperating receipls M Otier (bond proceeds, capital grants, interfund, interest, ete.)

Water Utility Fund Cash Balance Analysis

$800,000 77— e
$600,000 4 — = = —— — - e $i¥7,—058 S
$400,000 g —
5200000 00— B

. | stz | $395,721

(397,471
T S R -)i_. Mt
$(400,000) {— — i L = S
$(600,000) -———— - — e = S
2010 2011 2012 2013
1 Actual Cash e Minlmum Target Cash Balance

The minimum target cash balance is based off of 25 percent of operating costs plus the next year's debt payments for the fund.

2011

2011

2012

2013

Bonds payable $ 2315700

§ 2,338,200

5 2,174,360 § 3,927.437
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2013 Audidc

Electric Utility Fund Cash Flows
as ot [2-3/-1/3

$3,500,000

$3,000,000

$2,500,000

$2,000,000

$1,500,000 {

$1,000,000 -

$500,000

5 [

$(500,000)

Disbursements

2010 2010

Receipts

2013
Receipts

2011
Receipts

2012
Disbursements

2012
Receipts

2013
Disbursements

2011
Disbursements

1 Qperating costs

1 Debt payments

® Other (capital, interfund, etc.) ® Qperating receipts u Other (bond proceeds, interfund, interest, ete.)

$2,800,000
$2,400,000
$2,000,000
$1,600,000
$1,200,000

$800,000

$400,000

$-

Electric Utility Fund Cash Balance Analysis

2010

$2,392,116

$2,395,398 $2,303316 $2,219,749

2012

1 Actual Cash e Minimum Target Cash Balance

The minimum target cash balance is based off of 25 percent of operating costs plus the next year’s debt payments for the fund.

Bonds payable

2010 2011 2012 2013
$ 2,908,750 $ 2,715,000 $ 2450379 $ 2244434
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Wendz Mezer ‘ |

From:" David Savage <savagepastor@live.com>
Sent: Friday, November 21, 2014 1:22 PM

To: Wendy Meyer; Muske Muske Suhrhoff
Subject: , Re: Special Assessments

Hi Wendy,

T am still hoping to get the cash reserve info for the City and Utility today. Also, if we approve the special
assessments on Monday, can we still adjust individual assessments in December?

If 50, here is what I am thinking to propose. Approve the assessments on Monday for the full

$2.975,000. Then allow anyone who feels their assessment is too high fo come to City Hall on or before the
December 16® City Council Meeting requesting a 20% reduction in their assessment, This 20% reduction will
be granted provided they waive their right to challenge their assessment in District Court.

The maximum reduction in annual income to the city would be $26,000, although not likely everyone would
come in, so likely less than that. For the next 20 years, the Utilities will provide an additional

$15,000/year. The City would then cover the remaining amount (maximum of $11,000 per year, but likely less
than that) or we could take the difference out of reserves or a combination with raised levy depending on the
amount. We would know this exact amount at our final December16 meeting and could set the final 2015
budget accordingly.

This way we still get our 20% project cost requirement met even with the available reduction, if the City’s
assessments count toward the 20%. Even if the City’s assessments don’t count it is likely few enough people
would request the reduction to maintain the 20% assessment. Finally, this proposal could keep us out of court
thus saving the city that additional expense. - - -

I know it’s not perfect and will not make everyone happy, but it does show we are trying and will
help. Thoughts?

David



Wendy,
One thing | think we could do is take a look at the properties that we received objections on,

| recommend that since we had assessments done in 2006 that we say $7,000 per property is fair. I'm
not sure if the 5 to 6,000 dollar increase in value per house included houses with side lots or not. That
would need to be taken into consideration. 1f we could calculate the amount of money the City would
owe per year based on reductions to $7,000 it is possible we could take money from Utilities every year
to pay for it. At one time | thought we took substantially more from Utilities than we do now.

We could also look at what the reductions would be if you we did that for every property assessed but
that task might be too much to take on. There may be obvious cases where the $7,000 is too low and
we could look at those one at a time. This is of course provided we can even reduce the assessment to
less than 20%. '

It would also be nice to know what the increase per year in the levy would be if it was to be spread
across the entire City (I'm guessing around a 25% increase over 20 years).

The other option would be to pay the $121,000 for this year with reserves as we talked about last night
and let the new Council make the decision since they will be the ones who will feel the ramifications of
something this Council did. Feel free to share this with the rest of the Council. Thanks Wendy and hope
you have a great day.

Brian Schultz
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Wendz Mexer

From: Muske Law Office - Windom <muskelaw@qwestoffice.net>
Sent: Friday, November 21, 2014 2:11 PM :

To: Wendy Meyer

Subject: assessments

As part of your 20%, you can include city owned properties, intersections with abutting city-owned property.
You can adopt the assessment and then defer collection, for Ag and empty lots
You can adopt the Christian school assessment and then deduct $25,000.

Deferments can be as long as 30 years. If an empty lot is adjacent to a residential lot, | personally would only defer half
because | think it adds to the value of the home to have a bigger lot.
If you defer, you also decide when interest is paid, Interest can be deferred or paid.

For ag and empty lots, we recommend that you ask the owner to withdraw their objection and consent to the
assessment; defer until developed or 20 years, whichever is sooner;
Interest Is deferred for 20 years and they pay the assessment over 10 years (years 20 to 30).

We suggest adopting the assessment roll except the properties where people filed an objection. Then either negotiate
or get appraisals for those parcels only. The other owners will not have standing to sue.

Maryellen suhrhoff

Muske, Muske & Suhrhoff, L{d.

937 Third Avenue

P.O. Box 397

Windom, MN 56101

Phone: (507)831-5575

Fax: (507)831-1097

E-mail: muskelaw@gwestoffice.net
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SPECIAL ASSESSMENT POLICY
CITY OF STEWART, MN

reasonably foreseen at the time of the original construction (e.g. new industry,

school, etc.) .
3. Other cause as determined by the Council.

V. DEFERMENT OF ASSESSMENTS
A. Deferment of Special Assessments Outside of Corporate Linits,
If the City installs utility facilities that benefit property which lies outside the
corporate limits, the area and the allocable costs shall be included in the original
public hearing for the improvement. The City may attempt to negotiate a contract
with the property owner of the property lying outside the City that will provide for
payment to the City on the same basis as if the property were within the City and to
be assessed for the improvement as a prepayment upon completion of the project. If
such a contract cannot be executed, the City will assume the temporary
responsibility for payment of the cost allocable to the property lying outside the City
limits. In that event, the original principal amount of the assessment, if it had been
assessed, plus accumulated interest, may increase annually by a percentage to be
determined by the Council. At the time of annexation of the property to the City, a
subsequent public hearing may be held for that property and an assessment rol}
prepared, adopted and certified to the County Auditor, payable at the same rate and
terms except for the total amount, as were applicable to other property owners
included in the original assessment. The City shall reserve the right to delay the
assessment of benefit for facilities previously installed, and to make such assessment
at the same time it causes to be constructed other public improvements on the
property following its annexation. When property lies outside the City limits, no
physical connection to the City's utility or drainage system will be permitted until 4
utility agreement and contract, including satisfaction of costs or assessments, is
executed.
B. Deferment of Special Assessment at the discretion of the City Council

The City Council may elect to.defer an assessment for agricultural property or non-
developable property along a project. When the property is developed, the City
Council reserves the right to apply the previous assessment with interest to the
newly developed property. '

The City Council may also elect to defer an assessment which causes a gross financial
burden or hardship on the property owner. If a request is made of the Council to
defer an assessment due to a hardship, the property owner shall provide the Council
with written documentation including, but not limited to tax records, paycheck
receipts, bank account balances, other assets, other real or personal property etc,
which proves the hardship. If the asset/income exceeds $30,000 it is presumed the
applicant does not qualify for a hardship.

C. Deferment of Special Assessment for Senior Citizens, Property Owners that
reside at the home that is on Permanently Disability or is a member of the
Minnesota National Guard or Other Military Reserves who is ordered into

Active Military Service,
: (i)
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Criteria. In determining whether or not a senior citizen, a property owner that is on
Permanently Disability or are a member of the Minnesota National Guard or
other military reserves who is ordered into active military service is eligible for
deferral of special assessment installment payments, the following criteria are
established:

(1) Senior Citizens, a property owner that is on Permanently Disability or are a
member of the Minnesota National Guard or other military reserves who is
ordered into active military service special assessment hardship deferral applies
to special assessments levied after the date of the adoption of this Policy,
providing the City Council adopts an ordinance to this effect.

(2) Senior Citizens, a property owner that resides at the home that is on Permanently
Disability or are a member of the Minnesota National Guard or other military
reserves who is ordered into active military service special assessment hardship
deferral applies to qualifying special assessments against all properties classified
as "homestead" pursuant to M.S. Chapter 273, where one or more of the owners
of such property is 65 years of age or older; a property owner that is on
Permanently Disability or are a member of the Minnesota National Guard or
other military reserves who is ordered into active military service and it would
create a hardship for the owner or owners of the property to pay the special
assessment installments as they become due.

It shall be presumed that a bardship exists if:

(1) The annual assessment installment exceeds 1% of the previous year's total
adjusted gross incomes, for Federal Income Tax purposes, for all owners of the
property; in no event shall "total adjusted gross income" include Social Security
Benefits, Railroad Retirement Benefits, retirement benefits attributable to
employee contributions, disability benefits, personal injury awards or workmen's
compensation payments. '

(2) All owners of the property verify, under oath, that they meet the criteria for
establishing a hardship by completing an application provided by the City.

(3) In cases where exceptional and unusual circumstances exist, the City Council may
determine that a hardship exists despite the fact that the minimum income
requirements of Section (3) (a) are not met; such cases shall be decided by the
Council on a case by case basis.

Interest, Interest shall be charged on any assessment deferred pursuant to this

Policy at a rate equal to the rate charged on other assessments for the particular

public improvement project the assessment is financing.

When Deferred. The deferment shall be granted upon a certification by the owner

on a form prescribed by the county assessor supplemented by the City Clerk to

establish the qualification of the owner for such a deferment. The application shall
be made within thirty (30) days after the adoption of the assessment roll by the

Council and shall be renewed each following year upon the filing of a similar

application not later than May 31st. The Council shall either grant or deny the
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deferment and, if it grants the deferment, it may require the payment of the interest

due each year. If the Council grants the deferment, the City Clerk shall notify the

county auditor and the county assessor who shall, in accordance with Minnesota

Statutes, Section 444.23 record a notice of the deferment with the register of deeds

setting forth the amount of the assessment. When a deferment is allowed by the

Council, it shall be noted and made a part of the resolution adopting the Final

Assessment Roll,

When Deferment Ends, The option to defer the payment of special assessments

shall terminate and all amounts accumulated, plus applicable interest, shall become

due upon the occurrence of any one of the following events:

(1) The death of the property owner 65 years of age or older, providing the surviving
owner is otherwise not eligible for deferment;

(2) The property owner is no longer on Permanently Disability

(3) The member of the Minnesota National Guard or other military reserves is no
longer on active military service

(4) the sale, transfer, or subdivision of all or any part of the property;

(5) loss of homestead status on the property;

(6) determination by the Council for any reason that there would be no hardship to
require immediate or partial payment;

(7) failure to file a renewal application within the time prescribed by Subd. B, herein
above; or

(8) at the request of the property owner.

Procedure for Termination, Upon the occurrence of one of the events specified

herein above, the Council shall terminate the deferment. Thereupon, the Clerk shall

notify the county assessor and the county auditor of the termination, including the

amounts accumulated on unpaid installments plus applicable interest which shall

become due and payable as a result of the termination.

Publication. The City Clerk shall publish notice in the official publication of the City,

said notice to be published in the first week of April and the first week of May of each

year. Said notice shall advise of the availability of the deferment of payments on

special assessments and shall advise as to the deadline for filing of same,

Partial Payment. After the adoption by the Council of the assessment roll in any

local improvement proceeding, the owner of any property specially assessed in the

proceeding may, prior to the certification of the assessment or the first installment to

the County Auditor, pay to the City Clerk any portion of the assessment. The

remaining unpaid balance shall be spread over the period of time established by the

Council for installment payment of the assessment.

Certification of Assessments. After the adoption of any special assessment by the

Council, the City Clerk shall transmit a certified duplicate of the assessment roll with

each installment, including interest, set forth separately to the County Auditor to be

extended on the proper tax lists of the County.
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