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UNAPPROVED MINUTES

Study Meeting
Monday, November 09, 2015
Bloomington Civic Plaza
1800 West Old Shakopee Road 
Bloomington, Minnesota  55431-3027

	[bookmark: EATO_OEF_START_MULTI]1


	 Call to Order - 6:00 PM
	Mayor Winstead called the study meeting to order at 6:00 p.m.

Present:	Councilmembers C. Abrams, J. Baloga, T. Busse, A. Carlson,
	D. Lowman and J. Oleson.
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	 INTRODUCTORY
	None.
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	 CONSENT BUSINESS
	None.

	4


	 PUBLIC COMMENT PERIOD
	None.
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	 HEARINGS/PUBLIC INPUT
	None.
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	 ORGANIZATIONAL BUSINESS
	None.

	6.1


	 2016 PMP/Old Cedar Update
	Requested Action:  Staff will present an update on the 2016 Pavement Management Program (PMP) Reconstruction Project and a summary of the irregular characteristics of Old Cedar Avenue (OCA).  No action is necessary.

Civil Engineer Julie Long and Civil Engineer-Development Coordinator Jen Desrude presented this item.  They presented the following slides:

· Resident Concerns:  (Start construction as the Old Cedar Avenue bridge construction starts winding down.)
· Old Cedar Avenue Pavement Condition Index:  (City took over OCA from MnDOT when it was already deteriorated. Hasn’t had any mill and overlay or sealcoats.  Makes no sense to overlay.  The road is in need of reconstruction.)
· Groundwater Concerns:  (To avoid repeating the mistakes of the past, staff is working with a consultant to mitigate impact construction effects on spring fed pond/fountain.) 
· Improvement Project Process:  (Wrapped up 2015 special assessment hearing in October.  Now it’s time to order the 2016 Pavement Management Program (PMP).  Will be bid in the spring and reconstructed during summer.  Staff to look at the irregular lots for special assessments.  Assessment hearing next October.)
· Old Cedar Properties:  (Meadowview, Cedar Circle and OCA.)

Baloga asked about the assessment policy relating to the irregular lots on Amsden Road.  Desrude said there were two situations … lots that didn’t front Amsden and three lots that shared an access agreement.  With regard to the lots on Mariabo Circle, they all had access through the private street.

	
	
	· Watermain Assessment:  (Four properties without access to public water.  A brand new watermain will be installed and they will be assessed 100% at an estimated rate of $64/AFF (Adjusted Front Footage).  
· Watermain Assessment Comparables:  (7 parcels do not currently have watermain in the adjacent street including the 4 on OCA.)

Busse asked if it’s their decision whether or not they hook up.  Staff replied yes.

· Old Cedar Properties:  (PMP is a 10-year assessment and watermain is a 20-year assessment.  Interest accrues.  Finance Director determines the interest rate.)
· Special Benefit Consultation Report:  (A special assessment has to result in a special benefit.  A consultant is analyzing the special benefit for the four single-family homes on OCA.)
· Old Cedar Properties Preliminary Benefit Analysis:  Three properties not proposed to have watermain, as they’re below the special benefit range; the two on the corner of Meadowview and one on Cedar Circle.  Staff to work with Garden Center owner on their assessment.
· Watermain Options:  (Assess full amount in fall 2016)

Oleson said neighbors have told him what is happening on OCA now is due to the activity of the City and other agencies.  The 2013 legislation to rehab the bridge and the trails will result in more traffic in the area.  He said the Department of Natural Resources (DNR) and the US Fish and Wildlife Service (USFWS) are doing things down there and asked if the City is having conversation with them about funding.

Winstead said part of OCA will be fronted by USFWS, the State, and City lands and asked if the City is assessing those agencies.  Desrude replied for the road and utility work south of the last property, there are other sources so they’re not on this bill.  Regarding the watermain, only 850 feet of the 2,000 feet are proposed to be assessed.  The rest has other funding.

· Ordering the Improvement:  November 16 Council meeting.
· Old Cedar Area Projects
· Reasons to Combine Projects
· Funding

With regard to the Special Benefit Consultation Report, Carlson asked if it takes into account a special benefit if those properties were to immediately connect to the watermain.  Desrude replied the benefit is that the watermain is there and they’ll have the ability to connect to it at any time.

Winstead said the cost estimates for OCA are melded in with the other streets that will be done in 2016 and asked if there will be any inordinate costs.  Long replied staff believes this section of road will be more expensive than a traditional street due to the storm sewer and drain tile but the curb and gutter and road surface on OCA isn’t any more expensive than on any other street.

Lowman asked what these assessments would look like if OCA was delayed to 2017 or 2018.  Desrude replied costs have historically increased every year on average about 4-6% per year.

Busse asked why the watermain wasn’t extended 40 years ago.  Long said staff doesn’t know why it wasn’t extended when the condo was built.

	
	
	·   Old Cedar Avenue Projects:   (Julie Long)
An aerial map was shown.  Two road components.  Last City project is the improvement to the parking lot and trailhead amenities.  She described the DNR projects and the Dakota County/Burnsville projects.  Three Rivers Park District also has a project (old InterCity Trail) now called the Nokomis-Minnesota River Trail.

· Reasons to Combine Projects:
MnDOT is the administrator of the federal grants.  They want the City to submit just one document.  Staff would like to get in and get out for the construction.  Staff doesn’t want to drag out the projects.
· Funding: For the PMP Road and Nokomis-Minnesota River Trail Trailhead.

Winstead said none of the extra work is part of the PMP funding.  No one will be assessed.     

Winstead said the Council will revisit this after the Special Benefit Analysis has been performed.  Council will need to react to 9708 Old Cedar Avenue with the estimated total assessment of $72,000 with an estimated special benefit range of $36,000 - $42,000.  

Busse asked if there are economies of scale in combining the projects.  Long replied yes, for example, money will be saved on the earth work.  Staff will keep track of how many feet of material belongs to what funding source. 

Abrams asked about the path of the storm sewer if all of these projects are brought together.  How does the City ensure there won’t be flooding down at the boardwalk with all of the storm sewer runoff? Long said the corridor is fairly narrow.  There aren’t a lot of options so the storm sewer will be built where it is.

Carlson said with the PMP Program, this road won’t need to be reconstructed for 50 years.  It’s a big burden on a lot of the neighbors.  He asked for some assurance that the City isn’t putting any additional burden on the neighbors for this road section.  Long said this is a once in a lifetime cost.  They’ve had a road to use and haven’t been assessed for it yet.  She said staff is trying to design the best road possible and the soils on the east side of Bloomington allow the roads to last longer.

Winstead said there’s a lot of front footage on a few of these parcels but they’ll be treated the same as other similar parcels in Bloomington.  He said people will be concerned at the assessment hearings.  He said the hearing to order the 2016 PMP Project is on November 16, 2015.



	6.2


	 Metropolitan Council System Statement for Bloomington - Forecasting Concerns
	[bookmark: TOPBeschlText__START__19937__3078]Requested Action:@-> No action is necessary.  A resolution requesting a hearing on amendments to the Metropolitan Council System Statement will be considered at the November 16, 2015, Regular City Council meeting.
[bookmark: TOPBeschlText__END__19937__3078]
Planning Manager Glen Markegard presented this item.  He said the City received Met Council’s System Statement.  It requires adoption of a resolution by the City, but the City has some concerns relating to forecasting.  He presented the following slides:  Four (4) Met Council Maps (Thrive 2040, Highway Systems, Current Revenue Scenario Transitways, and Increased Revenue Scenario Transitways), Forecasts for Bloomington (2021-2030), How Forecasts are Used, Met Council Employment Forecasting Methodology, Bloomington’s Methodology, 2040 Bloomington Employment Forecast, and Employment Forecast Concerns.


	
	
	Markegard said the last time the City and Met Council were in agreement on the employment forecast was for the 2030 Plan.  The City’s employment estimate for 2040 is 120,000.  Met Council’s forecast on October 13 started at 113,600. Because the national number has gone down, Met Council lowered their projections for Bloomington to 111,000 as of August 2014.  As of May 2015, they projected 101,300 and then raised it back up to 104,000 in September 2015.  Staff is concerned because the forecasts are lower than the development Bloomington already has entitled, which takes Bloomington to 108,200 jobs.  He said Bloomington is positioned for real growth but Met Council is stating Bloomington’s 2040 employment will be the same as in 2000.  He said Met Council’s forecast for number of households in 2040 is not that far off from the City’s.  Regarding population, Met Council has Bloomington’s at 93,300 in 2040.

He said Met Council staff is open to considering adjustments, as they understand Bloomington’s concerns.  But, if they increase Bloomington’s employment forecast, it adds to the Metro total.  Even if the City has a really good argument, the Met Council is constrained.  He said they’ll work with the City but it won’t get done in the 60-day timeframe.  He said staff recommends the City file an appeal via a resolution at the November 16th Council meeting.

Busse asked what happens if Bloomington ends up gaining numbers and other cities lose them.  Markegard said the Met Council could increase Bloomington’s numbers but they’ll continue to get revisited as the City does its 3-year Comp Plan Update and forecasts are adjusted.

Abrams said with regard to an appeal, this is the groundwork the City needs to cover using a different mentality about looking at the future; understanding that a lot of the numbers are from 2002 - 2014.  Council will have to review this again with a focus.

Winstead directed staff to keep the appeal alive and said additional discussion will take place in the future.  



	6.3


	 2016 Proposed Internal Service, Enterprise and Special Revenue Fund Budgets 
	[bookmark: TOPBeschlText__START__19909__3079]Requested Action:@-> Staff will present the 2016 Proposed Internal Service, Enterprise and Special Revenue Fund Budgets.  No action is required.

[bookmark: TOPBeschlText__END__19909__3079][bookmark: TOPBemerkung__START__20152]This item was presented by Budget Manager <-@->@Cindy Rollins and Chief Financial Officer Lori Economy-Scholler.  Their presentation included the following slides:

· Internal Service Funds: (Revenues from interdepartmental charges.)
· Insured Benefits:  (Initially looked at a 15% premium increase.  Plan changes bring it down to an 8% increase.)
· Enterprise Funds:  (Managed like a business and supported by fees to customers.)
· Water:  (Usage was down in 2014.  A rate increase is requested to fully recover the cost of buying water from Minneapolis and to build capital reserves.  A 7% increase for Tier I water and a 13% increase for Tier II water.) 
· Wastewater:  (MCES is imposing a 9.3% increase.  City is requesting a 9.5% increase.)
· Storm Water:  (7% increase is proposed in 2016 to help complete the Northeast Penn Storm Sewer Project and to help bolster reserves.)
· Solid Waste:  (Includes Curbside Cleanup and organized collection.  No change in rates proposed.  The credit from the County grant will not be kept by the City for organized collection and curbside cleanup.)

	
	
	· Special Revenue Funds
· Communications:  (66% of budget is for franchise fees.)
· Cemetery:  (A new road will be added next year to access the lot the City purchased on the north side of the cemetery.  A columbarium will be built in the older section of the cemetery.  Hope to keep this fund out of the General Fund without any tax support.)
· Fire Grants:  (Expenses for training and equipment.)

Council comments/inquiries:

City Manager Jamie Verbrugge said staff was able to work with the benefits committee to reduce the health insurance premiums from 15% to 8% by increasing the deductibles, which puts more responsibility on the employee.  This is a good example of how staff works with the City’s employees.

Oleson said the City’s contract for water with the City of Minneapolis ends in 2017 and asked when Council will receive information on the pros and cons of continuing that contract.  

Utilities Superintendent Bob Cockriel stated the City has started preliminary discussions with Minneapolis.  He said the current contract expires on July 1, 2017.  He said the City of Minneapolis has changed the way it structures its contracts.  He said Bloomington is much different than the other six cities getting water from Minneapolis in that the City is working with them on setting the boundaries.  He said updated information will be passed along to the Council.

Winstead said Bloomington will always have a dual system; it’s just at what rate and how heavily does it lean on it.

Cockriel said the City hasn’t purchased much water above the minimum from Minneapolis over the last two years.  As a result, it needs a 30 million gallon plant to make up for that but it would be cost prohibitive.  He said the current situation Bloomington has with Minneapolis is in the City’s best interest.

Comparing Bloomington’s rate plan with Minneapolis to others, Baloga asked what it would mean on average for 1,000 gallons if Bloomington fit into the Alternative Plan.  Cockriel said Bloomington is requiring Minneapolis to reserve capacity for Bloomington on the chance it might need it.  In return for the capacity, Bloomington is guaranteeing it will purchase 720 million gallons each year.  He said going forward, the City can probably request less than 30 million gallons but they’ll still want a guarantee from us.

Carlson said regarding a stormwater impact in the South Loop District in 2016, there was talk about a proposed development in the Penn American District and asked if any of that work is included in the 2016 proposed budget.  Rollins replied there are PMP related projects.

Public Works Director Karl Keel confirmed the large project is in the Penn American District and the bulk of that work has been pushed to 2017.

Carlson asked if any of that is predicated on private development proposals in the area.  Keel replied it’s not absolutely dependent on development.  The City is redesigning its approach so that it’s not solely dependent upon a large pipe going down to Penn Lake.  Rather there will be some more storage within the district itself.  It will result in a little more flooding in the district than the City wanted to see but it’s a cost benefit balance and will result in tolerable flooding amounts.


	
	
	With regard to program income, Abrams asked what the City did differently a few years back.

Community Services Director Diann Kirby replied the program income is from the Bloomington Briefing, grants, and cable TV production.  She said there are a variety of activities that go into that line item.  There is more use of City facilities.

Abrams asked if there were plans to take the HD format to a higher level to relieve some of the community’s communication concerns.  Kirby replied the City has a public access facility and it includes ramping up the City’s activities with the public access facility.  Abrams asked what happens to the old equipment when the City transitions to High Definition, which will be financed by some part of the PEG revenues.  Kirby replied it’s retired after a certain point in time.  She said some standard high definition equipment can be recycled or offered for resale.

Verbrugge said there’s a statutory requirement regarding how cities dispose of surplus equipment.   He said the City asked cable attorney Brian Grogan what the franchise revenue projections look like in the future.  Grogan said the best assumption is that it’s going to be a 1:1 ratio.  The longer term question is what happens with cord cutting.  Once that trend starts, it will flow quickly.  Grogan said Comcast will move quickly to try and remain competitive. 

With regard to the Solid Waste budget, Busse asked how long before the diseased trees number increases dramatically.  Keel said the City has slowly been ramping up the number to combat Emerald Ash Borer but the peak of that expenditure will come out in 5-6 years.  Busse said the $800 cost for tree replacement seems high.  Keel said it includes removal and replanting.

Winstead said adoption of these budgets will occur on November 16.



	6.4


	 Franchise Fees
	[bookmark: TOPBeschlText__START__19879__3074]Requested Action:@-> Staff to provide feedback on the November 4th open houses where the potential of the City implementing franchise fees on gas and electric bills is being negotiated with CenterPoint Energy and Xcel Energy.  No action requested.

[bookmark: TOPBeschlText__END__19879__3074][bookmark: TOPBemerkung__START__20153]<-@->@This TThis item was presented by City Engineer Shelly Pederson, Chief Financial Officer Lori Economy-Scholler and Civil Engineer Julie Long.  Their presentation included the following slides:

· Overall Goal:  Implement changes in the funding for PMP committing to maintaining a sustainable and consistent funding source for PMP Street Overlays and Trails.
· Total Street and Trail Miles:  341 miles of street and 38 miles of asphalt trails.  
· Transportation – PMP:  Per the National Citizen Survey, 50% of the residents think Bloomington’s street repair is good or excellent; the other 50% don’t.
· Transportation:  Path and walking trails were rated fairly high in the survey.  It starts to drop with trail maintenance.
· To what extent, if at all, would each of the following City actions increase property values in Bloomington? The four starred survey responses relate to increased street maintenance, better maintenance of street rights-of-ways, better park maintenance, and new bicycle and walking trails.



	
	
	· Regarding the Business Survey, a question was asked about the ease of bicycling:  In the Resident Survey, 52% of the residents thought it was in the good to excellent category.  In the Business Survey, 66% thought it was in the good to excellent category.  
· Regarding street repair, 62% of the businesses responded Bloomington streets are in the good to excellent category and 81% thought the sidewalk maintenance was good to excellent.  The City has an active program with regard to concrete sidewalks whereby a contractor provides spot maintenance.  It’s already funded through the General Fund.  

Julie Long presented the slides on PMP:

· History of PMP Program
· PMP Construction Techniques:  Overlay roads with curb and gutter.  Sealcoats are handled by the City’s maintenance crews.  New to the program is the PMP trail construction and maintenance, which will be handled by City forces and a contractor.
· Pavement Life Cycle:  With no maintenance, the road will deteriorate in 20 years.  This tries to extend road life out to 65-70 years.  About 30 years is the goal for the trail component due to the thinner layer of bituminous.
· PMP Overlay
· PMP Funding Sources:   Currently its property taxes and MSA Maintenance funds.  Proposed source is franchise fees and MSA Maintenance funds.
· Goal:  “The right action at the right time.”

Shelly Pederson discussed the next slides:

· PMP Trail Construction and Maintenance:  It’s a newer program.
24 miles of narrower asphalt trails and 14 linear miles in parks.  Of 38 miles, 9 are rated low, 7 marginal, and 22 in the maintenance category.
· PMP ROW Trails:  (Map)  Red trails need construction.  Of 9 miles, 2 miles will be reconstructed in 2016 with the Normandale Project. 

Oleson commented the new trails are not on this map.  Pederson replied the new trails have not yet been added to the map but they’ll get on the maintenance schedule.  Oleson said the ultimate goal is to work towards interconnectivity from one jurisdiction to another.  Pederson said what’s not on this map are the striped on-road trails.  Those are done with regular PMP when the streets are done.  She said there are a lot of on-road facilities in the eastern part of town.

Baloga asked about the age of the Normandale trail.  Long replied it was constructed in 1979 and has never received any maintenance.  

· PMP Right-of-way (ROW) Trails (PMP Trail Reconstruction Analysis 2015 - Funds needed to start the program beginning in 2016.
· PMP Park Trails Map:  13 miles of trail.  Most of them are getting maintenance.  
· PMP Trails within the Parks – Funds needed to start the program in 2017.  First half mile starts in 2017.  City will continue to apply for grants.  There are more grants for new trails.

Abrams asked if the ordinances to establish franchise fees have to specify how the funds will be used.  Economy-Scholler said the ordinance will state the funds will go into Capital Projects or the General Fund.

	
	
	Winstead said it will be the City’s determination to specify where it goes.

Abrams asked if the Council will begin with all of the existing trails before taking on the new ones or does that need to be specified in the ordinance.  Economy-Scholler said no.  These are just to maintain what the City has in the existing model.

· PMP Overlay Funding:  Current balance is anemic.  The tax levy will need to be increased substantially if franchise fees are not implemented.  Only 7 miles were done each year during the downturn utilizing the tax levy and MSA funds (gas tax).

Winstead asked what the MSA money would be used for if not for PMP.  Pederson said it would be used for signal maintenance.

Oleson asked if the City gets a percentage of the total amount of gas tax the State puts in.  Pederson said Bloomington gets a certain percentage of the gas tax that is collected.  The City receives less in some years and more in other years depending on how much gas is purchased.  Oleson said it would be interesting to see how those amounts differ before and after the recession.  Pederson said staff has that information.

· Combined PMP Overlay and Trail Needs:  Only street overlay is proposed in 2016.
· MN & 7 County Metro Area Map
· Hennepin County Map    
· Population and Franchise Fees:  73% of the population in Hennepin County has franchise fees.  Rogers just approved their franchise fee at $9.00, Brooklyn Park is looking at a combined rate of $14, Richfield is at $8.20, Eden Prairie is at $5, and St. Louis Park has a combined rate of $6.50.   
· Franchise Fee Use in Hennepin County  
· Proposed PMP Funding Sources: Reconstructs-tax levy and assessments, Overlays-franchise fees and MSA Maintenance funds, Sealcoats-tax levy and City’s General Fund, and Trail Reconstruction/
Maintenance-franchise fees.
· Franchise Authority:  City has the ability by law to exercise a gas and electric tax.  It would be put in the capital projects fund to be solely used for overlays and trails.
· Potential – CenterPoint:  $1.9 million for a full year.  It’s modeled at three-quarters of a year.  This was presented to the Chamber President.  It’s a 7.4% increase on the residential median value home.  It’s a 4% increase for A & B commercial properties and possibly a 9-10% increase for C commercial properties depending on the type of user it is.

Winstead said it would be approximately $2 million from CenterPoint and $3 million from Xcel for an approximate total annual revenue of $5 million.  It would be a 7.4% levy impact to the residential median value home if taxes were levied instead of implementing franchise fees.  He asked how that equates to a dollar amount equal to the franchise amount the median value homeowner will pay.  Economy-Scholler said the franchise fee amount equals $90/year for the median value homeowner.  Winstead asked what the dollar amount would be if that $90/year were levied.  Economy-Scholler said it would be an additional levy increase of 7.4%.  It’s a 7.4% levy increase whether it’s paid in the form of a franchise fee or it’s paid in the form of a levy increase. Winstead asked if it’s the same flat rate if the $5 million is raised through the levy.  Verbrugge said next year, a $5 million increase in the levy will result in a 10% increase on the median value home.



	
	
	Winstead said staff has made the case that $5 million is needed in order for the City to move forward with the maintenance of roads and trails.  If the City were to levy for it, it would cost the median value home $90/year.  If a franchise fee were imposed, it would cost that same home $90/year in franchise fees.  Economy-Scholler said for the full $5 million impact, the total franchise fee proposal would be a 10% impact to the residential taxpayers for an entire year.  Winstead said it’s a more regressive way to raise money than a levy.  Economy-Scholler said commercial will be based on usage.

Lowman asked if apartments and condos would be included in the same rate as residential.  Economy-Scholler said it depends on how it’s hooked up.  It depends on how that building is metered.

Verbrugge said every home will pay the same rate.  It’s a flat tax vs. the levy.

Winstead asked if the residential portion of ratepayers will be contributing in aggregate the same amount of the $5 million they would be paying with a tax levy.  

Busse said the number of payers with a franchise fee is greater.  Economy-Scholler said there are 26,000 residential properties in Bloomington, 3,000 commercial, and 42,000 Xcel customers. 

· Potential Revenues:  At $3.75/month for residential –  
· Tax Levy vs. Franchise Fee:  In 2016, every 1% levy = $500,000.  Franchise fees are estimated at $3,718,000.  Estimated tax levy would increase 7.4%.
· Upcoming Schedule:  CenterPoint approved the draft ordinance but City is still in negotiations with Xcel.  

Winstead said staff wants everything to be done by April 2016 so the City can start collecting fees.  Economy-Scholler said the amount from CenterPoint, if adopted, could at three-quarters of a year, potentially cover the entire amount needed for the Pavement Management Overlay Program.  She said it wouldn’t cover trails next year until it’s approved, but it could fund the Overlay Program.  

Winstead questioned why staff’s recommendation is to have a dedicated source for any franchise fee that gets adopted.  He said it’s cover for putting on a tax increase.

Carlson said staff is recommending $3.75/month.  Economy-Scholler said that is just to keep Overlay and Trails, as listed, funded that way.  The overall goal is to find a sustainable funding source for Overlay and Trails.

Abrams said it is good that specific funding has been identified in writing, beyond the minutes, for the purpose of pavement management and trail reconstruction and maintenance per Council’s discussion.  That will preserve the intent of the conversation the current Council has been having and it will help guide future city councils.

Winstead said franchise fees are being initiated so the City can be compensated for the use of its ROW by the Utilities.  The fee will be passed through onto the Utilities’ customers.  Verbrugge said the Utilities will be identified on the statements.






	
	
	Winstead said the State, when it’s taken dollars and dedicated them for certain things, has also run into trouble during a downturn.  He suggested putting the franchise fee revenue into the General Fund and working it out from there.  Have future council’s determine how it should be used.   

Verbrugge said if its dedicated, it would be in the form of an ordinance which wouldn’t be binding.  Future councils could change it.  Economy-Scholler concurred it could be changed in the future via an ordinance.

Oleson said taxpayers are going to want to know why it’s going into the General Fund.  He said the City’s gotten behind in the maintenance of its aging infrastructure while more and more people are using it.  He sees a connection in that it can be changed down the road.  Economy-Scholler said a standard agreement is 20 years but the fees could be changed every year. 

Carlson said the idea of having a dedicated sustainable funding source for street maintenance and trail construction seems very practical.  Bloomington residents will see where their money is going.  He said through the levy would be the preferred choice but it’s a compelling argument for a tool that would allow revenue to be put right back into the neighborhoods.  He’s leaning towards supporting this based on the long-term need and how the funds will be used. 

Winstead requested staff provide Council with the impact on the median value home, which is every ratepayer in the city.  He asked what a levy increase would mean to the residents.  He said for the commercial properties, it’s more usage based.  The Council needs this information in order to make a decision.  He directed staff to make sure the presentation states it will be done by ordinance and that it can be changed even though the best wisdom is to put it in street and trail maintenance for now.  This means the City won’t be levying taxes for this purpose so they can go elsewhere.

Carlson said he doesn’t like how it would be applied vs. the levy but the compelling piece for him is based on the point that the City has been playing catchup since the recession.  If this funding mechanism had been in place, the City wouldn’t have found itself in this position.

And, Winstead said, the residents would have been paying higher taxes.

Baloga said the City wouldn’t have fallen behind had Council raised the levy during the downturn.  He said this is to account for future downturns.  It comes down to which is the most transparent method – levy or a franchise fee.  He said Council set the Preliminary Levy at 6.85% and this is incremental to that.  He asked if the City is giving due notice on this.  If it’s a 10% impact on the median value home, then it’s like having a 17% levy impact.  He asked if due notice and transparency has indicated what the tax increase would be for residents in 2016.  He finds it hard to believe that it’s 10%.  He said every single apartment has a separate meter.   He believes the math works that down significantly from 10%.

Winstead said it’s 25,000 single-family units or 10,000 multi-family units.  Verbrugge said staff will provide Council with the Reichel report.

Oleson said that suggests each housing unit will be paying for the use of roads and trails rather than each property owner.  He asked how that tax will affect apartment owners who pass it on.  





	
	
	Verbrugge said in addition to playing catch up, there are currently the unfunded parks and ROW trails.  He said Council has the additional use of the bonding tool to issue debt for them but then it adds debt service onto the levy.  He asked if it makes sense to do some bonding to try and take care of some of that earlier instead of on the one mile per year plan.  The franchise fee revenue could be the designated revenue source to pay for the debt levy to service those bonds.

Busse said philosophically, it comes down to how it all happens.  St. Paul went years without levy increases but was using franchise fees.  If it’s part of the levy, the Council will hear about it and will talk about it.  If it’s in a franchise fee that is renewed every year, it’s out of sight; out of mind.   Philosophically, he doesn’t agree with the lack of transparency.

Lowman said he’s in Busse’s camp.

Winstead said he’s split on this one.  It will have to be weighed out.  Look at the data and the transparency side of it. 

Baloga said it’s premature but asked Verbrugge what staff plans to do with the levy if franchise fees are implemented.  He said the City is currently modeling the levy at about 5.75%, a little more than a 1% total levy increase over last year.  It’s a 2% levy impact for the overlay.

Winstead said if the City doesn’t go with franchise fees, it would be stuck with the levy, which doesn’t include much funding for the programs discussed tonight.  

Baloga said part of it is going to be the Council’s collective wish list and he’d like to see it.  Verbrugge said the 2016 Strategic Priorities includes the Neighborhood Emphasis Program.

Economy-Scholler said if the $1 million of overlay is removed, of the $1,053,000, $535,000 could go into Strategic Priorities which would reduce the levy from a 6.85% to a 5.75%.  With the extra property tax revenue in Strategic Priorities plus the $500,000 Council discussed earlier this past summer being available, there would be $1.1 million in funding available for projects while keeping the fund balance at $1.09 million at the end of 2016.  

There will be a public hearing on November 16, 2015, to consider citywide utility franchise fees with CenterPoint and Xcel.



	6.5


	 Organized Collection Update 
	[bookmark: TOPBeschlText__START__19944__3076]Requested Action:@-> Staff will provide an update on the implementation status of Organized Collection. 

[bookmark: TOPBeschlText__END__19944__3076][bookmark: TOPBemerkung__START__20154]This item was presented by Public Works Director Karl Keel and Deputy Public Works Director Jim Gates.  Their presentation included the following slides:<-@->@

· General:  (Organized Collection was approved in June.  Sustainability Coordinator Jennifer Lynn Moore was hired as Project Coordinator to start in two weeks.)
· Schedule is Critical:  (City needs to figure out how to handle residences with no service and those that show up as having two services.   Organized Collection to begin service in April 2016.)
· Important Customer Communications  





	
	
	· Service Updates:  (Weekly trash service only.  Unlimited yard waste.  Looking to bill once per year for unlimited yard waste.  Haulers say most customers prefer to bag yard waste.  Organics recycling to be implemented later.)

Baloga asked about a defined season for yard waste.  Keel said the dates are specified in the contract.  Gates said yard waste would probably go through the month of November. 

Lowman said he thought it was going to be an every other week trash service.  Keel said according to the haulers, very few customers want trash picked up every other week and it would make it more difficult for the haulers to keep track of it.

Winstead said the trend now is to go with weekly trash pickup but that could change as the negotiations move ahead.  He asked staff to be sure the negotiations give the City that flexibility.

Baloga restated it’s weekly pick up of trash and every other week for recycling with the future of organics to be determined and with flexibility in the future to change what’s picked up when.   Keel said the Blue Bag has to do with organics pickup and the challenge with the Blue Bag Program is there is no site to handle it.  However, the industry is changing quickly in this area.  He said the Council can, at its discretion, add in the Blue Bag Program at any time.  He said it’s dependent on how much it will cost.  The haulers have offered to provide the program at $2 per resident for everyone in town that wants to participate, which staff anticipates will be about 20%.  He said Council will need to consider the cost when it becomes available.

· Service Updates:  Walk-up service and opt-out ability require applications.

Abrams said regarding walk-up service, the haulers will be providing the City with a field of information and asked if that information will be communicated to the residents regarding what they need to do to continue that valet service.  Keel replied yes.

Busse asked if two households could opt out of the program and take their garbage to neighbor C’s house.  Keel said the haulers suspect 10-15% of the population doesn’t have garbage service.  He said according to the preliminary dump of information from the haulers, it’s more in the range of 5%.

Oleson said regarding the Opt-out option, a citizen talked to him about living close to a City park and has seen on a regular basis someone putting their garbage in a dumpster.  He asked if the Opt-out option is going to be pretty restrictive.  Keel replied it will be.  Very few will be able to opt out.  Oleson asked about the Opt-in Program for associations.  Keel said townhomes that receive service individually and contract individually are included in the organized collection program.  Townhome associations that pay per pick-up service as part of an association are not part of the organized collection program.  He said townhome associations could opt into the City’s program and convert to an individually billed program.

· Rates Update:  (They contain two components:  Pickup and disposal.  The City’s original estimated rate was $18.49 but now it’s estimated be $19.68 due to the HERC rate, which is purely a trash tipping fee.





	
	
	Winstead said the tipping fee goes up $8 but the collection rate goes up $1/month.  He asked if that means he has an eighth of a ton of trash every week. Keel replied every month.  It was based on the anticipated amount of trash for a small cart, a medium cart, and a large cart.  The medium size cart equals roughly 100 lbs. of trash per week.  Winstead said what it boils down to is the amount of trash per week.

Carlson said the weight is irrelevant.  It’s how they come up with a measure to cover their real costs.

· Consortium Agreement:  City is not a party to this agreement.  It’s between the seven haulers that establish a Single Legal Entity - LLC.  This agreement must be filed before the Services Agreement is approved.    

Baloga asked if the Consortium Agreement contains how the City will deal with bad haulers.  Keel said it won’t, as the City is not a party to it.  Baloga said if the Consortium Agreement said this is how you lose membership in this consortium and it comported to the terms of the service contract, it would be an eloquent solution.  If someone gets a number of dings against them, the other six haulers can talk to the sixth and say you’re out.  Keel said the consortium agreement refers to the Services Contract, which says if they fail to perform under this agreement, then such and such will happen.  The hauler LLC also deals with how to distribute the remaining shares if one of them were to go out of business or if they wanted to add another hauler to the consortium at that point.

· Services Contract:  (It’s between the City and the consortium.  The 45-page contract will go to the Council for approval on November 30.)

Winstead said the change of day/zones should not occur in the middle of a street such as Portland.  The boundary change should occur in the backyard.   

· Outstanding Issues:  (Payment Terms -- service is billed after services are rendered.  The City collects bills over eight weeks across the city.  Haulers are used to posting a small performance bond but the City is requiring a performance bond that covers three quarters the amount of an annual contract; approximately $4.5 million.  Regarding the impacts of the ongoing lawsuit, if the plaintiffs prevail, the haulers want some protection for their investments if something has to be unwound.  Staff will bring a plan to Council on November 30.)

Baloga said HERC has its potential rate increase and asked what the tipping fees are elsewhere.  Keel said with organized collection, the waste is required to go to a burner.  He said the HERC rates are lower than the Elk River or Newport sites.  Baloga asked what the haulers are looking for in terms of lawsuit ramifications.

Keel replied that the City will reimburse the haulers any losses in their investment if organized collection comes unraveled.  He said the City could agree that it would hold off on implementing organized collection for a year if the City were not to prevail in the lawsuit but it isn’t proposing to reimburse any costs.

Winstead asked why they don’t compensate the City its legal fees if the City does prevail.




	
	
	Oleson commented many people have told him they’re anxious to have this happen.

Keel said the City is fairly confident it has a decent chance of prevailing but there is always the potential it might not go the City’s way.

Baloga asked for the average date a snowbird returns.  Verbrugge said April 1.  Baloga said if that’s the case, their trash and recycle bin might get picked up before they return to Bloomington.  He said perhaps that date should be reconsidered due to the potential of bad weather and missing residents.  Keel said the date could be pushed to April 4th.  

Winstead said staff should rethink having a firm date of April 4th.  Keel said staff wanted to do it as early as possible.

Baloga suggested staff review the date, as snowbirds in Florida or Texas require they be out of Minnesota for 183 days in a calendar year.  He said most people don’t come back until May 1.

Winstead said if there’s a benefit to moving that date, staff should do it.  It’s something to be considered.

Baloga asked if there was any way to impact the first year increase.  Keel said the City is challenged with cash flow.  He said it would be difficult for the City to reduce its rates the first year, as it needs revenue quickly.  Baloga asked staff to keep looking for ways.
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	 ADJOURN
	Mayor Winstead adjourned the study meeting at 9:18 pm.
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