4141 Douglas Drive North ¢ Crystal, Minnesota 55422-1696

| .CITY .of
CRYSTAL

Tel: (763) 531-1000 » Fax: (763) 531-1188 « www.crystalmn.gov

Posted: July 3, 2014

CRYSTAL CITY COUNCIL
WORK SESSION AGENDA

Thursday July 10, 2014
7:00 p.m.
Conference Room A

Pursuant to due call and notice given in the manner prescribed by Section 3.01 of the City
Charter, the work session of the Crystal City Council was held at p.m. on Thursday, July
10, 2014 in Conference Room A located at 4141 Douglas Drive, Crystal, Minnesota.

I. Attendance
Council members Staff
___Adams ____ Norris
_____Budziszewski ______Therres
_____Deshler ______Hansen
______ Hoffmann _____ Mathisen
_____ Libby ____ Peters
__ Peak ____ Norton
_____ Selton

Il. Agenda

The purpose of the work session is to discuss the following agenda items:
e Financing mill and overlay projects
e Replenishing Major Building Replacement Fund

I1l. Adjournment
The work session adjourned at p.m.

Auxiliary aids are available upon request to individuals with disabilities by calling the City Clerk at (763)
531-1145 at least 96 hours in advance. TTY users may call Minnesota Relay at 711 or 1-800-627-3529.



Memorandum
CRYSTAL

DATE: July 8, 2014
TO: Mayor and City Council
FROM: Anne Norris, City Manager

Charles Hansen, Finance Director

SUBJECT: Financing Mill and Overlay Projects

Phase 1 (Winnetka Hills neighborhood) of the Street Reconstruction Program was
completed in 1997. Milling and overlays are required to maintain the reconstructed
streets in good condition as long as possible. Council Resolution #2010-48 outiines a
policy of specially assessing mill and overlay projects.

At recent work sessions, the Council discussed increasing the tax levy to pay for mill
and overlay projects rather than using special assessments. The cost of the Phase 1
mill and overlay project is approximately $1 million.

At its July 1 work session, the Council requested additional information showing:

- The three options included in the July 1 work session packet with additional
information on what the tax levies and special assessments will look like in
future years allowing for inflation;

- What assessments for seal coat projects would look like over time (Schedule
D);

Schedule A — Assess 100% of Mill and Overlay Projects to benefited properties:

Schedule A1. This is the financial overview of the Street Maintenance Fund under
the 100% assessment model as it was presented at the July 1 work session.

Schedule A2. This shows how the assessment per house assessment will
increase over time using a steady 3% annual increase in construction costs. The
assessment per house starts out at $2,000 for the 2014 project and gradually increases
to $2,864 for the 2027 project. Annual principal and interest payments for the ten year
term of the assessment are also shown. After a property owner has paid off the special
assessment, there presumably will be ten years without a mill & overlay assessment.
However, there most likely will be a smaller assessment for a seal coat project.



Schedule B — Levy 100% of Mill and Overlay Projects to the Property Tax:

Schedule B1. This is the financial overview of the Street Maintenance Fund under
the 100% property tax levy model as it was presented at the July 1 work session.

Schedule B2. This shows the additional property tax levy and the impact it will
have on the median value home. This is $66.57 in 2015. Higher value homes will have
a larger property tax increase and lower value homes will have a smaller property tax
increase than the median home.

Every property will pay the increased tax every year even if a mill & overlay project isn't
being done on their street and may not be done until many years in the future.

Inflation is included in the project costs shown on the right side of Schedule B1. There
are variations in the pace and size of projects. Sometimes there is one every year for
several years in a row and then no project for several years.

There are also variations in the collection of other revenues such as MSA
reimbursements and seal coat special assessments. The tax levy fills the gap between
project costs and the other revenues. The tax levy doesn’t increase with inflation since
it fills the gap between project costs and the other revenues.

Schedule C — Special assess 60% of the Mill and Overlay projects and Levy 40% to the
Property Tax

Schedule C1. This is the financial overview of the Street Maintenance Fund under
the 60% special assessment and 40% property tax levy model as it was presented at
the July 1 work session.

Schedule C2. This shows how the assessment per house will increase over time
using a steady 3% annual increase in construction costs. The assessment per house
starts out at $1,200 for the 2014 project and gradually increases to $1,762 for the 2027
project. Annual principal and interest payments for the ten year term of the assessment
are also shown. After a property owner has paid off the special assessment, there
presumably will be ten years without a mill & overlay assessment. However, there most
likely will be a smaller assessment for a seal coat project. A term of less than ten years
could be considered since the special assessment is $1,200 rather than $2,000.

Schedule C3. This shows the additional property tax levy and the impact it will
have on the median value home. This is $53.26 in 2015. Higher value homes will have
a larger property tax increase and lower value homes will have a smaller property tax
increase than the median home. The property tax levy may only be needed for three
years since there is less of a cash flow problem with only 60% of the cost being
assessed rather than 100% of the costs. This assumes that MSA reimbursements and
investment earnings will take the place of the property tax. Every property will pay the
increased tax every year even if a mill & overlay isn’t being done on their street and may
not be done until many years in the future.



Schedule D — Assess 100% of Seal Coat Projects to benefited properties:.

This shows how the assessment per house will increase over time using a steady 3%
annual increase in construction costs. The assessment per house starts out at $255 for
the 2014 project and gradually increases to $374 for the 2027 project. Annual principal
and interest payments for the three year term of the assessment are also shown. We
didn’t attempt to shown which street phase would receive a seal coat in any given year.

Rebates for overlapping reconstruction and mill/overlay assessments

At the June 3 work session, there was discussion regarding some sort of “rebate” for
property owners still paying special assessments for a street reconstruction project if
mill and overlays are paid for with a general tax levy. This would be very challenging to
administer and the City Attorney is researching whether it is possible.

If this year's mill and overlay project is to proceed this year, the Council needs to either
reaffirm the policy outlined in Resolution #2010-48 or establish a different form of
financing so the bids can be awarded for this year’s project at the July 15 meeting. The
notice to residents regarding the June 17 public hearing on the Phase 1 mill and overlay
project assumed the use of special assessments. A typical assessment would be
approximately $2,000 paid over 10 years.

Attach: Schedules A, B, Cand D
Resolution #2010-48
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SCHEDULE B2

CITY OF CRYSTAL
STREET MAINTENANCE FUND ANALYSIS
Levy 100% of the mill & ovelay costs to the property tax
Construction costs are assumed to increase 3% per year

Percent Dollar

Increase Increase

over on

Tax 9,009,153 599.76

Levy levy levy

2015 1,000,000 11.10% 66.57
2016 1,100,000 12.21% 73.23
2017 1,050,000 11.65% 69.90
2018 250,000 2.77% 16.64
2019 250,000 2.77% 16.64
2020 250,000 2.77% 16.64
2021 250,000 2.77% 16.64
2022 250,000 2.77% 16.64
2023 250,000 2.77% 16.64
2024 250,000 2.77% 16.64
2025 250,000 2.77% 16.64
2026 250,000 2.77% 16.64
2027 750,000 8.32% 49,93
2028 750,000 8.32% 49.93
2029 1,000,000 11.10% 66.57
2030 1,000,000 11.10% 66.57
2031 900,000 9.99% 59.92
2032 1,000,000 11.10% 66.57
2033 1,200,000 13.32% 79.89
2034 1,200,000 13.32% 79.89
2035 1,200,000 13.32% 79.89
2036 1,200,000 13.32% 79.89
2037 1,200,000 13.32% 79.89
2038 1,400,000 15.54% 93.20
2039 200,000 2.22% 13.31

2040 100,000 1.11% 6.66
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SCHEDULE C3

CITY OF CRYSTAL
STREET MAINTENANCE FUND ANALYSIS
Special assess 60% of the mill and overlay costs.
Levy 40% to the property tax.
Construction costs are assumed to increase 3% per year

Percent Dollar

Increase Increase

over on

Tax 9,009,153 599.76

Levy Levy Levy

2015 800,000 8.88% 53.26
2016 800,000 8.88% 53.26
2017 600,000 6.66% 39.94
2018 0.00% 0.00
2019 0.00% 0.00
2020 0.00% 0.00
2021 0.00% 0.00
2022 0.00% 0.00
2023 0.00% 0.00
2024 0.00% 0.00
2025 0.00% 0.00
2026 0.00% 0.00
2027 0.00% 0.00
2028 0.00% 0.00
2029 0.00% 0.00
2030 0.00% 0.00
2031 0.00% 0.00
2032 0.00% 0.00
2033 0.00% 0.00
2034 0.00% 0.00
2035 0.00% 0.00
2036 0.00% 0.00
2037 0.00% 0.00
2038 0.00% 0.00
2039 0.00% 0.00

2040 0.00% 0.00
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RESOLUTION NO. 2010 - 48

ADOPTING ASSESSMENT POLICIES FOR 2010 36™ AVENUE
AND FUTURE STATE AID AND LOCAL STREET MILL
AND OVERLAY PROJECTS

WHEREAS, due to normal wear and weather related deterioration, it has become
necessary to perform a mill and overlay project on the State Aid Street 36™ Avenue in the
year 2010, and it is therefore necessary to develop a funding mechanism for said project,
and it has been determined that a special assessment for a portion of that funding is
appropriate; and

WHEREAS, the City has no previously established assessment policy for mill and
overlay projects, however there are established policies for similar street related projects
as shown in Exhibit A; and

WHEREAS, the affected properties in the 36™ Avenue project have not
previously been assessed for street reconstruction other than a minimal amount for curb
and gutter and sidewalks in the early 1990’s, yet all properties on the adjoining side
streets have since been assessed for full street reconstruction, and therefore it is desirable
to treat the 36™ Avenue properties in a similar fashion; and

WHEREAS, in previous full street reconstruction projects, single family/duplex
properties received an approximate 30% reduction in the assessment by using State Aid,
Storm Drain Utility, and other funding sources, and corner lots abutting 36™ Avenue have
previously been assessed in the manner described in Exhibit A; and

WHEREAS, it is desirable to develop a 36™ Avenue assessment policy that can be
modified to apply to future State Aid and local street mill and overlay projects.

NOW, THEREFORE, BE IT RESOLVED, by the Crystal City Council:

1) The properties abutting 36™ Avenue shall be assessed in a manner similar to a
full street reconstruction project, however such assessment shall be based on
the lower actual cost for said mill and overlay project.

2) 36™ Avenue corner single family/duplex properties with driveways on 360
Avenue shall be assessed at one-half the unit assessment rate because these
properties have previously been assessed one-half a unit street reconstruction
rate.

3) Similarly, 36" Avenue corner single family/duplex properties with driveways
on the side street shall not be assessed for the 36™ Avenue project because
these properties have previously been assessed one full unit street
reconstruction rate.



4) Commercial and non-profit properties shall be assessed for the full cost of the
project based on a per front foot unit cost for the entire front footage abutting
the project area.

5) The assessment policy for the 36™ Avenue project shall be as described in
Exhibit B.

6) The assessment policy for future mill and overlay projects on State Aid and
local streets shall be as described in Exhibit C.

7) In the future, when it is necessary to either mill and overlay, or reconstruct
portions of 36" Avenue, assessment rates for both commercial and non-profit,
and single family/duplex properties shall be determined based on the most
recent large mill and overlay or reconstruct projects respectively, adjusted for
inflation, as if 36" Avenue were a standard 32 foot wide State Aid Street in
the City.

Adopted by the Crystal City Council this 1** day of June, 2010.

CoL..

ReNae J. Boﬁman, Mayor

ATTEST:

lewdd
Jahet Lewis, City Clerk

I:Pubworks/projects/2009/36 overlay/adoptassmntpolicyres



EXHIBIT A

CITY OF CRYSTAL SPECIAL ASSESSMENT POLICIES AS THEY

RELATE TO STREET MAINTENANCE AND RECONSTRUCTION
AND ALLEY RECONSTRUCTION

June 2010

Total construction cost includes contractor and material costs, plus feasibility,
engineering design, legal, project management, bonding, levy, and other related
costs. Front footage is measured at the property line. Front footage is a
measurement based on both sides of the street, not street centerline footage.

Assessed Sealcoat

1. Non-corner single family/duplex properties are assessed on a per unit cost

_ based on total project construction cost per front foot for the entire project.

The total single family/duplex properties front footage times the cost per
front foot divided by the number of net whole single family/duplex properties
determines the cost per unit.

Single family/duplex corner properties are assessed at the same unit cost as
for non-corner properties.

Commercial/non-profit properties (including churches) are assessed based on
total project construction cost per front foot for the entire project times the
number of front feet for a given parcel.

Commercial/non-profit corner properties are assessed based on the entire
front footage of both sides of the property.

Alley Reconstruction

1.

w

Alley reconstruction assessments are based on 60% of the total construction
cost. The remaining 40% is paid by the Storm Drain Utility. This applies to
single family/duplex and C/N-P properties alike.

Alley reconstruction is assessed in a manner similar to sealcoat. Non-corner
single family/duplex properties are assessed on a per unit cost based on 60%
of the total construction cost per front foot for the entire project. The total
single family/duplex properties front footage times the cost per front foot
divided by the number of net whole single family/duplex properties
determines the cost per unit.

Single family/duplex corner properties are assessed at the same per unit cost.
C/N-P properties (including churches) are assessed based on 60% of the total
project construction cost per front foot for the entire project times the
number of front feet for a given parcel.

C/N-P corner properties are assessed based on the entire front footage of

both sides of the property were there to be an alley project on two sides of a
corner property.



Street Reconstruction

Street reconstruction projects have two assessment categories. The first is the street
construction assessment, which is assessed in 2 manner similar to sealcoat
assessments, i.e. a per unit basis for single family/duplex, and a per front foot basis
for C/N-P properties. Street construction includes all construction work associated
with the project, including storm drainage work, but not including curb and gutter
work. The second category is the curb and gutter assessment which is assessed on a
front foot basis at a rate based on the status of the existing or non-existing curb.

Single family/duplex properties receive a credit of approximately 30% of the actual
street construction cost portion (per unit cost) of the assessment based on State Aid
and Storm Drain Utility Funds that are distributed equally across said properties on
a per unit basis.

1. Properties with frontage on a Municipal State Aid Street are assessed in the
same manner as properties on non-State Aid municipal streets. For the
purposes of this document, and unless differentiated otherwise, “local street”
includes both State Aid and non-State Aid municipal street frontages.

2. Single family/duplex properties are assessed for the street reconstruction
portion on a per unit cost based on total street construction cost per front
foot for the entire project. The total single family/duplex properties front
footage times the cost per front foot divided by the number of net whole
single family/duplex properties determines the per unit cost.

3. Non-corner single family/duplex properties are assessed on a per unit cost
basis for the street reconstruction portion, regardless of length of front
footage. Curb and gutter is assessed on a total cost per front foot basis and
the 30% reduction is not applicable.

4. C/N-P properties are assessed on a front foot basis for both street and curb
and gutter assessments, and the 30% reduction does not apply.

5. A single family/duplex corner property that has its driveway on a county
road is assessed one half of the unit street cost for local street reconstruction
and the standard amount for curb and gutter.

6. A single family/duplex corner property that has its driveway on a local street
with the other side on a county road is assessed at the full unit street cost and
the standard amount for curb and gutter.

7. A single family/duplex corner property with both sides on a local street and
within the project area, is assessed one full unit street cost, and for curb and
gutter based on the full length of the short side (regardless of which way the
front door faces), and one-third of the first 135 feet and 100% of any length
beyond 135 feet on the long side.

8. A single family/duplex corner property with both sides on a local street, but
only one side in the project area, is assessed one-half of the unit street cost
and the standard amount for curb and gutter on the reconstructed side. The
balance to be assessed when the other local street side is reconstructed.



10.

11.

12,

13.

All properties with any frontage on a county road are not assessed for the

county road portion when the county road is rebuilt.

Three or more properties with frontage and driveways on an unimproved

street will have the street built to local street standards and are assessed at

the standard rates. If only two of the three properties have driveways on the
unimproved street, the two properties may petition to have the street built to
local street standards as part of the larger project, and be assessed
accordingly. The third property would be a corner parcel and would be
assessed accordingly. If there is no petition, then the private driveways in the
right of way remain the responsibility of the property owners.

For the two or less unimproved street parcel situation, a corner parcel with

frontage on an improved street, regardless of what side the driveway is on, is

assessed one full unit street cost and the standard amount for curb and
gutter. If the parcel has no improved street frontage, the parcel receives no
assessment, however the private driveway located in the unimproved right of
way is the responsibility of the property owner and is not improved as part of
the project.

Non-corner single family/duplex parcels with frontages on two streets (front
and back yard for example) are assessed in the same manner as a corner lot,
including the long and short side curb and gutter policy.

There are three curb and gutter assessment rates that apply equally to single

family/duplex and C/N-P properties:

e Properties with no existing curb and gutter are assessed at the full curb
and gutter rate.

e Properties with the old “D” mountable style curb are assessed at 75% of
the full rate. ‘

e Properties with the city standard “B618” curb are assessed at a
“reincorporation” rate specific to each project based on estimated
removal and replacement costs. This rate is approximately 25% of the
full rate.



EXHIBIT B

CITY OF CRYSTAL SPECIAL ASSESSMENT POLICY FOR THE
MILL AND OVERLAY OF STATE AID STREET 36" AVENUE

June 2010

Total mill and overlay construction cost includes contractor and material costs for
asphalt and curb and gutter and sidewalk repair, plus feasibility, engineering
design, legal, project management, bonding, levy, and other related costs. Front
footage is measured at the property line. Total project front footage is a
measurement based on both sides of the street, not street centerline footage and
includes single family/duplex corner lots with driveways on the side street even
though those corner lot properties will not be assessed as part of the project. Total
single family/duplex properties front footage is the total of all single family/duplex
front footages, including those with driveways on the local side street.

Single family/duplex properties receive a credit of approximately 30% of the actual
mill and overlay cost of the assessment based on State Aid Funds that are
distributed equally across said properties on a per unit basis. The credit is due to
this project being treated as a reconstruction and not a maintenance project.

1. Single family/duplex properties are assessed for mill and overlay on a per
unit cost based on total construction cost per front foot for the entire project
less approximately 30%. The total single family/duplex properties front
footage times this revised cost per front foot divided by the number of net
whole parcels of single family/duplex properties (excluding corner parcels
with driveways on the side local street) determines the per unit cost.

2. Non-corner single family/duplex properties are assessed on this per unit cost
basis for mill and overlay regardless of length of front footage.

3. Commercial/non-profit properties (including churches) are assessed based on
total project construction cost per front foot for the entire project times the
number of front feet for a given parcel. The 30% reduction does not apply.

4. Single family/duplex corner properties that have driveways on 36™ Avenue
are assessed one half of the unit mill and overlay cost. These properties have
already been assessed for a one half unit of street reconstruction on the local
street,

5. Single family/duplex corner properties that have driveways on a local street
with the other side on 36™ Avenue, have already paid a full street assessment.
These properties will not be assessed for the 36™ Avenue mill and overlay
project. They will receive a full unit mill and overlay assessment when their
respective local street is mill and overlayed.

6. In the future when it is necessary to mill and overlay 36™ Avenue again, the
assessment rates for both commercial and single family/duplex properties
will be determined based on the most recent large overlay project that
included a combination of local and state aid streets, adjusted for inflation.



7. In the future when it is necessary to do a total reconstruct of 36" Avenue, the
assessment rates for both commercial and single family/duplex properties
will be determined based on the most recent large total reconstruct project
that included a combination of local and state aid streets, adjusted for
inflation.



EXHIBIT C

CITY OF CRYSTAL SPECIAL ASSESSMENT POLICY FOR THE

MILL AND OVERLAY OF STATE AID AND LOCAL STREETS
(EXCLUDING THE 2010 36" AVENUE PROJECT)

June 2010

Total mill and overlay construction cost includes contractor and material costs for
asphalt and curb and gutter and sidewalk repair, plus feasibility, engineering
design, legal, project management, bonding, levy, and other related costs. Front
footage is measured at the property line. Front footage is 2 measurement based on
both sides of the street, not street centerline footage.

1.

Non-corner single family/duplex properties are assessed on a per unit cost
based on total project construction cost per front foot for the entire project.
The total single family/duplex properties front footage times the cost per
front foot divided by the number of net whole single family/duplex properties
determines the cost per unit. In determining the cost per unit, corner lots
with only one side being overlayed are counted as one-half unit, and corner
lots with both sides being overlayed are counted as a full unit.

Single family/duplex corner properties are assessed at the same unit cost as
for non-corner properties. These properties receive a full unit assessment if
both sides are being overlayed, and one-half unit if only one side is being
overlayed.

36™ Avenue Frontage Excepetions: Corner lots with driveways fronting on
36! Avenue are assessed at one-half of the side street rate when the side
street is overlayed. Corner lots with driveways fronting on the side street are
assessed one full unit when the side street is overlayed.
Commercial/non-profit properties (including churches) are assessed based on
total project construction cost per front foot for the entire project times the
number of front feet for a given parcel.

Commercial/non-profit corner properties are assessed based on the entire
front footage of both sides of the property.

I:/pubworks/projects/2009/36thOverlay/Assessm entpolicies2



Memorandum

CITY of

CRYSTAL
DATE: July 8, 2014
TO: Mayor and City Council
FROM: Anne Norris, City Manager

Charles Hansen, Finance Director

SUBJECT: Replenishing the Major Building Replacement Fund

At last

week’s work session discussion of replenishing the Major Building Replacement

Fund (MBRF), the Council requested information regarding how funding the Public

Works

Facility with a combination of cash and bonding would look and what the MBRF

budget looks like over 10 years. Attached are two schedules showing the MBRF
extended out 10 years to include the Public Works Facility and best estimate for a

Police

facility in 2020 — 2021.

Schedule 1 shows the MBRF projects on a cash basis, without the use of bonds. The
assumptions of this schedule are:

Public Works Facility constructed in 2014/2015. Total cost estimated at
$14,000,000.

Police Station constructed in 2020/2021. Total cost estimated at $7,500,000.
Tax levy from County Highway 81 project is redirected to MBRF for at least 2015
through 2017 to cover gap in funding Public Works Facility.

Tax levy from County Highway 81 project is continued after 2017 to rebuild
MBRF.

Cash balance in MBRF only recovers to about $1,200,000 before Police Station
project begins in 2020. Additional funding sources will be needed for the Police
Station.

Schedule 2 shows the MBRF projects using bond sales in 2015 and 2020 to finance a
portion of the projects. The assumptions of this schedule are:

Public Works Facility constructed in 2014/2015. Total cost estimated at
$14,000,000.

Police Station constructed in 2020/2021. Total cost estimated at $7,500,000.
A $5,000,000 bond with a ten year term is sold in 2014 to help fund the Public
Works Facility construction. This bond could be as little as $3,000,000 and still



maintain a positive balance in the fund. Term of the bond could be less than 10
years in this case.

e A $4,000,000 bond is sold in 2020 to help fund the Police Station. If the 2014
bond is less than $5,000,000, then the 2020 bond will need to be more than
$4,000,000.

o Tax levy from County Highway 81 project is redirected to the debt service fund
for the bonds. Debt service payments may be needed simultaneously on both
bonds in the years 2021 through 2025. In this case, the total tax levy would be
something like $1,000,000 per year instead of $563,153 redirected from the
County Highway 81 tax levy.

Replenishing the MBREF is a worthy goal and the Council needs to first determine how
to finance the Public Works facility. Finance Director Charles Hansen and | will be at
the July 10 work session to answer questions.

Attach:
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