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Bloomington Charter Commission

Tuesday, June 30, 2015
7:00 PM
Haeg Conference Room
1800 West Old Shakopee Road
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	 Call to Order
	Chair Michael Barg called the Charter Commission meeting to order at 7:03 p.m.
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	 Roll Call
	Present:	Commissioners Rod Axtell, Jack Baloga, Alice Chu,
	Jim Goodermont, Cynthia Hunt, Branna Lindell,
	Grant Petersen, Steve Peterson, Mark Thorson,
	Dan Wallerus, Cary Weatherby and Roger Willette.

Absent	Commissioners Tom Nelson and John Taylor.

Staff Present:	Lori Economy-Scholler and Sandra Johnson.

Guests:	Terri Heaton, Springsted, Inc. and John Utley, Kennedy &
	Graven.
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	 Approval of Minutes
	



	3.1


	 Approval of Minutes@->
	[bookmark: TOPBemerkung__START__15822][bookmark: TOPBemerkung__END__15822]Requested Action:  <-@@->
[bookmark: TOPBeschlText__START__15513__2220]Approve the May 7, 2015, Annual Charter Commission meeting minutes as presented.

Hunt requested the minutes be corrected to indicate she voted in opposition to the motion to continue the discussion of the Charter amendment to another meeting resulting in an 11-2 vote (Hunt and Lindell opposing).  

Motion was made by Peterson, seconded by Willette, and all voting aye, to approve the May 7, 2015, Annual Charter Commission Meeting minutes as amended and discussed.
[bookmark: TOPBeschlText__END__15513__2220]
<-@
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	 Unfinished Business
	



	4.1


	 Resolution for Charter Change for City Bonding@->
	[bookmark: TOPBemerkung__START__15823]Requested Action:  Adopt a resolution recommending the City Council enact a Charter amendment by ordinance authorizing the issuance of General Obligation Bonds by vote of the City Council.

Barg explained the purpose of this Charter Commission meeting is to continue the Commission’s May 7th discussion on a proposed amendment to the City Charter that would give the City Council additional bonding authority.  Before getting into the details of such authority and given the commissioners have had the opportunity to view the April 6th City Council meeting, he asked if anyone was opposed to giving the City Council this additional bonding tool.

Chu asked what recourse the citizens will have if they are opposed to the City Council having this tool.  
[bookmark: TOPBeschlText__END__15337__2222]<-@


	
	
	Economy-Scholler explained if the Charter Commission recommends the City Council adopt an ordinance to change the Charter and the City Council votes unanimously to do so, the proposed ordinance would be published in the Sun Current newspaper.  Citizens would then have a 60-day window to gather signatures on a petition (5% of those people who voted in the last election or 2,000 registered voters, whichever is less) and get it submitted to the City Clerk to request the Charter amendment be put to a voter referendum, or it could come back to the Charter Commission for changes, or be eliminated altogether.

Chu asked for clarification on what the proposed bonding authority could be used for.

Economy-Scholler explained the Charter amendment would allow for 100% tax supported bonds to be issued.  Capital Improvement bonds could not be issued for a community center, a motor vehicle building, or a public health building.  Only under this Charter amendment bonding authority could the City issue debt for those buildings.  She explained there are three different types of bonds:  The Charter bonds currently being discussed, Capital Improvement bonds, and lease revenue bonds.

Heaton stated the bonding type used depends on the purpose for the bonds.  There already exists a tool for Capital Improvement Plan (CIP) bonds for the purpose of essential City buildings used for day-to-day operations such as a city hall, the police department, or public works.   A community center, which isn’t considered a day-to-day operation, can only be funded using a lease revenue bond or possibly an abatement bond which require extra processes.  She said the Charter bonds could be used for a new community center, the parks and trails.  

Chu said she was appalled that only $200,000 is budgeted for park and trail maintenance and asked why doesn’t the City just increase its budget for those things rather than change the Charter.

Economy-Scholler explained the City currently collects approximately $200,000 annually in park dedication fees which the Council prioritizes at budget time to determine where it should be spent.  She said a department could ask that more tax levy money be spent on the parks and trails.  If this bonding tool gets approved, debt could be issued for parks and trails.

As a past Parks, Arts & Recreation Commissioner, Goodermont said park dedication fees were used to build parks back in the 1970’s.  However, there hasn’t been enough money budgeted since then to maintain the City’s nonathletic parks and trails.  He said he’s not comfortable with what’s been presented on this new bonding tool.
Economy-Scholler said the City doesn’t have the ability to issue debt to help a park under the Council’s current authority but said the department could request the Council approve spending more of the tax levy on park and trail maintenance.  She said the type of bonding that can be used for park buildings, for example, depends on the level of maintenance the building needs.  Some items are considered capital improvements while other projects are just considered maintenance.  

Barg explained the proposed bonding authority would give the Council the ability to issue general obligation bonds to be used for the repair and upgrade of the parks and trails that can’t currently be done using CIP bonds.   This would be a broader and more flexible tool for the Council to use.





	
	
	Economy-Scholler stated under existing bonding authority, the City doesn’t have the ability to issue any debt to help a park.  She said a department has to request more money in their budget from the tax levy for general maintenance, which the Council would have to approve.  She went on to explain the eight categories of the levy and said 85% of it goes into the General Fund.

With regard to the survey the City conducted with other cities, Economy-Scholler provided an update on how other charter cities like Bloomington are utilizing this tool.  That information included the type of majority vote required, whether or not there is a requirement for a reverse referendum, and if so, the associated timeline, and the purpose for the bonding.  She explained the voting majorities:  Simple (4 of 7), strong (5 of 7), which is what is listed in the Charter amendment, super (6 of 7), and unanimous.  She presented what she and Peterson discussed today, and what staff is proposing, which includes a 30-day reverse referendum.  She stated the overall timeline for a bond issue would be approximately 87 days beginning with the first Council study meeting during which it would be discussed by the Council, followed by the posting of the bond issue in the Sun Current, then a Council meeting to approve the bond issue at which point the 30-day clock to submit a petition would begin.  She stated the low bidder is selected by the City Council at a regular meeting on the day in which the bonds are sold.  She said credit rating calls would commence immediately after the 30-day period expires but prior to the bond sale.  She explained why credit rating calls are conducted.  She said a bond sale would then be discussed at three different Council meetings and published in the Sun Current newspaper at least once.

Peterson said the timeline gives the public the opportunity to hear about a potential bond sale at several Council meetings and a published notice in the Sun Current, which is plenty of time for them to put together a petition and collect the necessary signatures.

Barg asked for clarification on when the 30-day clock starts for a reverse referendum petition.

Utley explained general obligation bonds shall not be issued for at least 30 days after publication in the official newspaper of the Council’s intent to issue such bonds.  He said the 30-day time clock for a reverse referendum commences from the date of the publication in the newspaper. 

Peterson said that pushes the period of time from when the public sees the first evidence that the Council is considering a bond issue and the petition due date to 86 days.  He suggested the Commission recommend to the Council a requirement for a 30-day reverse referendum.

When Barg asked the Commissioners if they desired more discussion on a 30-day reverse referendum, Goodermont asked if the 30 days takes the public more out of the process.  He wants to make sure the citizens of Bloomington who will be paying for the debt have a say in the matter.

Peterson explained while the Commission wants to ensure there is adequate time for the citizens to organize a petition, extending that period beyond 30 days could potentially change the cost of the bonding.  The cost of the bonding could go down or could increase due to fluctuating interest rates.

Axtell asked if the administrative cost for issuing the bonds would increase if the 30-day period was increased to 45 days.



	
	
	Economy-Scholler replied the cost would be about the same; it’s the interest rates that are most volatile.  She explained none of the statutory bond issues require more than 30 days.

The next item the Commission discussed was the number of Council votes needed to approve a bond issue under this new authority.  Barg stated the Council discussed requiring 5 of 7 or 6 of 7 votes which would provide further protection against a contentious general obligation bond.

Lindell supported a strong majority vote (5 of 7), as it provides some protection for the public.  She said 6 of 7 votes is too strong and wouldn’t support requiring a unanimous vote.

Petersen supported a strong majority.

Thorson said his concern with requiring 6 votes is two Council members who might not necessarily be in tune with the rest of the community could cause a bond issue not to happen.

Peterson supports a strong majority (5 of 7 votes).  He discussed how the City Council is represented by three members who represent the entire city and four who are elected to districts.  Requiring a super majority of 6 votes could cause two district representatives to vote against a bonding issue if it doesn’t affect their districts.

Baloga said a minority of Council members could frustrate the majority of the Council on a particular issue if the bar is set too high.  Having struggled with this particular question and having given it a lot of thought, he said there are very few things the Council has to approve on a super majority vote.  He said the Council is elected to act as a simple majority; not a super majority.  It would be too easy to block something with a small minority.  He now supports requiring a simple majority (4 of 7) votes rather than a strong majority because it’s still a majority.

Axtell supported a strong majority (5 of 7) votes because it would take three Council members to turn something down.

When asked if all seven Council members would need to be present to vote on this type of bonding issue Utley replied no.  If a strong majority is selected by the Charter Commission, it would just take 5 Council votes to authorize it.

Thorson said he was initially leaning towards a super majority of 6 of 7 votes but now supports a strong majority of 5 of 7 votes.

Hunt supported a strong majority of 5 of 7 votes.

Barg moved onto the last item for the Commission to consider; whether there should be a cap on the general obligation bonding amount authorized under this Charter amendment, and if so, should it be on the aggregate total or on a per individual bond issue, and should it be based on a percentage of market value or a percentage of debt.

Axtell doesn’t believe it’s the Charter Commission’s role to manage the City budget and therefore deferred that decision to staff and the Council.

Petersen said there’s a big difference between fixing trails and building a community center and believes at a certain dollar amount, i.e. $100 million; the question should go before the voters.



	
	
	Peterson believes the role of the Charter Commission is to set limits on certain authorities given the Council and supports setting a maximum on this type of bonding authority.  He said the statutory limit for issuing G.O. bonds in Bloomington is an aggregate amount equal to 3% of the City’s debt limit.  He said without a referendum, the City could approve an aggregate amount of general obligation debt of up to 1% of the City’s market value.  Anything above that 1% would have to go to the voters.  The calculation would be to take 1% of the taxable market value and subtract any outstanding general obligation debt that counts against the debt limit.  The difference between those two numbers would be the limit for the Council.  It would not be on a per issue limit but on an aggregate limit.  Anything above that aggregate limit the Council would have to go out for a referendum.  He explained the debt limit is calculated based on the actual market value of property in the city.  State law allows up to 3% of debt but this capability would allow up to 1%, which is approximately $100 million.  If there is currently $8 million in outstanding debt, the Council could issue $91 million using this tool.

Economy-Scholler said there were two previous occasions when the City issued debt over $80 million.  When asked about the limits in other cities, she reported the City of Minneapolis can issue bonds for no more than $15 million per project.  The City of St. Paul has an annual cap of $20 million.  Most other cities use the statutory debt cap levels.

Axtell asked if the proposed cap would increase the cost of issuance.

Economy-Scholler replied it would not.  She said if the City issued up to the $100 million and there was a downturn in the economy resulting in dropping market values, the City could be against the Charter.

Utley explained that situation would not retroactively invalidate any outstanding bonds but the City would be at the cap at that point.  

Economy-Scholler commented the City would have to issue a lot of debt to reach $100 million in G.O. tax supported bonds for things such as a community center and lots of trails.  She said that $100 million wouldn’t be affected by the City’s Pavement Management Program improvement bonds.  They would be outside of this limit.  
Barg said setting the maximum at 1% would provide protection against the Council bonding for a really expensive project.  He said based on the history provided, it wouldn’t be a terribly limiting aggregate level.

Economy-Scholler said $500,000 is equal to 1% of the tax levy so believes the number would stay conservative.  She said $100 million would not be limiting but that would be up to the Council to decide. 

Baloga asked what percentage change the debt service on $100 million would cause to the levy using today’s rates of issuance.  

Heaton said an $8-$10 million issue would result in a 20% levy increase.  

Baloga said these kinds of things are self-governing, as the Council would not likely support a 20% levy increase for a project that potentially wouldn’t get heard by a referendum.

Weatherby questioned why the maximum needs to be set at 1% when past history indicates it hasn’t been needed for a project.  She said it would concern her if the Council could, on a strong majority vote, authorize $100 million in bonds for a community center and suggested the limit be lowered to one-half of one percent or $50 million in total.  She would be more comfortable with limiting each project to $15 million like Minneapolis.
Economy-Scholler explained how the City Council and the Port Authority could bond for a new community center right now using lease revenue bonds without requiring a reverse referendum, which only requires a simple majority vote of the Council to authorize it.  In that case, the Port Authority would issue the debt for the Council.

Axtell discussed the benefit of less cost to the taxpayers to issue bonds using this bonding tool compared to issuing lease revenue bonds, which would cost the taxpayers more in interest.

Economy-Scholler commented the City of Chaska has to pay $1.80 million more in interest for the lease revenue bonds they issued because they didn’t have this bonding mechanism.

Baloga said there is greater opportunity for public input using the Charter bonds because of the reverse referendum ability plus the Council is leaning towards requiring a strong majority to pass a bond issue.  He said the financial constraints on the budget are real whether it’s during good times or during a downturn.  There’s always a lot of pressure on the Council regarding the changes to the levy, as there are greater demands for money than there are resources to pay for them.  

Peterson said in terms of voter input and getting a larger group of Council members supporting this change in the Charter, it’s better to drive it down the general obligation path vs. the lease revenue path.  He suggests setting a 1% aggregate cap.

Baloga commented the State might hold public hearings on its bonding bills but there’s no opportunity for a reverse referendum or referendums in general on those.  If it passes the Legislature, it goes forward.

Barg concurred there are self-limiting factors but instituting a limit would guard against the Council making a big mistake.

Lindell asked staff if they had a recommendation regarding a limit.

Economy-Scholler replied the budget and tax levy are self-limiting.  Her only concern with the 1% cap is if there was something that required the Council to quickly initiate a Charter change; which takes time.  That would need to be a really big project.  General Obligation Capital Improvement Bonds could be issued for the majority of City buildings such as public safety, etc.  

Motion was made by Axtell, seconded by Hunt, to adopt a resolution recommending the City Council enact a Charter amendment by ordinance authorizing the issuance of General Obligation bonds by a strong majority of 5 votes of the City Council that includes a provision for a 30-day reverse referendum and no limitation on the amount of bonding that could be issued.  No vote was taken.

Motion was made by Peterson, seconded by Thorson, to amend the motion to include a 1% aggregate limit on the amount of General Obligation bonding to be issued that counts against the City’s 3% total debt limit as calculated by State statute.  The amendment was accepted by Axtell and Hunt.  No vote was taken.








	
	
	The amended motion made by Peterson, seconded by Thorson, was to direct staff to draft a resolution recommending the City Council enact a Charter amendment by ordinance authorizing the issuance of General Obligation bonds by a strong majority (5 votes) of the City Council to issue such bonds that includes a provision for a 30-day reverse referendum and an aggregate bonding limit of 1% of the City’s total debt limit as calculated by State statute.  No vote was taken.

Utley said he will draft the ordinance language the Commission will adopt but suggested it state, “any bonds proposed to be issued under this Charter amendment could not be authorized without voter referendum if the amount of that bond together with the outstanding bonds subject to the debt limit of the City would exceed 1% of the taxable market value.”

Barg called for a vote on the amended motion per the draft language provided by Utley.  It passed 12-1 (Goodermont) opposing.

Johnson stated staff will send the final draft ordinance language to the Chair Michael Barg to review and approve.  If it meets his approval, he will forward the language to the Charter Commissioners via e-mail with a request that they respond directly to him only, via e-mail, to indicate their acceptance of the proposed language.  If the Chair receives any responses that indicate a member’s uncertainty of the proposed ordinance language, the Chair should then schedule another meeting of the Commission to continue the discussion.
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	 New Business
	None.
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	 Adjournment
	Barg adjourned the meeting at 8:28 p.m.





[bookmark: EATO_OEF_END_MULTI]
Page 1 of 7	June 30, 2015
Page 7 of 7	June 30, 2015
image1.png
Q CITY OF
BLOOMINGTON
MINNESOTA




