MINUTES OF THE SPECIAL ASSESSMENT BOARD

April 13, 2010, 2:00 PM, Room 106A

MEMBERS PRESENT:  David Montgomery, Chief Administrative Officer; Cindy Voigt, City Engineer; Keith Hamre, Interim Planning Director; Jim Benning, Public Works & Utilities Director, John Gellatly, City Assessor.
ALSO PRESENT:   Bob Asleson, City Attorney’s Office; Wayne Parson, City Auditor; Cari Pedersen, Kimberly Sannes and Matt Decur, Engineering; Linda Brophy and Kevin Scharnberg, City Assessor’s Office.
PERSONS PRESENT FOR AGENDA ITEMS:  Robert Golla, property owner, 312 S. 73rd Ave. W.
Dave Montgomery called the meeting to order at 2:00 P.M. 

Minutes of the February 9 meeting were approved as amended.
TABLED ITEMS:   

1)
Woodland Avenue Special Assessment (Project 0243TR) - UMD-Owned Property 

This item will remain tabled until the special assessment is paid.

2)
Interest policy discussion for future assessment projects (Wayne Parson)

Wayne Parson explained that this was a concern of his because now that the city is not bonding for most projects, another method to determine the interest rate on special assessments will have to be used.  Previously the interest rate was the bond rate plus 1.25%.  Wayne said that for the Glenwood Street project a formula of the prime interest rate plus 1.5% was determined after looking at how other cities in Minnesota do this.  He would like to see a new policy put into place and applied consistently.  While he believes that five-year assessments should have a lower rate than 15-year assessments, he is not yet ready to make a final recommendation.
The first question was when the city of Duluth actually begins to charge interest on special assessments.  Wayne said that for other cities it’s a mixed bag, but he believes that interest should not begin to accrue until a project is completed.  Jim Benning agreed, saying that a homeowner does not begin to realize the benefit of an improvement until the end of a project.  Cindy Voigt suggested the date that the city council certifies the assessment. 
Dave Montgomery advocated keeping the process simple, and pointed out that some flexibility would be needed, for example for the two-year projects such as Woodland Avenue and Glenwood Street.  Bob Asleson mentioned that the recent changes made to the City Code regarding special assessments were done to increase flexibility: instead of setting an interest rate annually, the Special Assessment Board now reviews and sets the interest rate “from time to time.”  Jim Benning pointed out that special assessments are based upon completed project costs so there is no way an assessment could be accurately calculated for the first year of a two-year project.  Kimberly Sannes asked if the city’s “carrying cost” could be built into the interest rate.  Dave Montgomery said he thought that would be the cleanest way to do it.  Cindy Voigt added that she saw no reason for having two different interest rates, since the cost of the money is the same whether it’s a five-year or a 15-year assessment.  
Dave Montgomery asked Wayne Parson to prepare a written summary on past policy and suggestions for future policy, to be discussed at the May meeting.
OLD  BUSINESS:  





None.
Meeting was recessed at 2:30 PM for a public hearing on the reinstatement of a garbage assessment against Plat 0370, Parcel 02060 (Block 17, Southerly ½ of Lot 5 and all of Lots 6 through 9).  Keith Hamre moved, and Jim Benning seconded, that the assessments be reinstated, and the motion was approved unanimously.

NEW BUSINESS:

1.  
Special assessment of reconditioning, city forces
2.
Special assessment of reconditioning, contracted (Cindy Voigt)

Cindy said that she sent out a survey to 40 cities in Minnesota, asking about their assessment policies for mill and overlay and reconditioning work.  She said that she received 29 responses, which overall were a mixed bag: some cities assess more for reconditioning, some the same, some less, and a few don’t assess at all.  She said that by adopting a policy to special assess for reconditioning, Duluth would not be breaking any new ground.  She recommends assessing reconditioning at the same rate and equation as mill and overlays are currently assessed.  She said a decision needs to be made right away because part of the upcoming Glenwood Street project will involve reconditioning.
Dave Montgomery asked for clarification on the differences between the various types of street maintenance.  Kimberly Sannes explained that the type of fix depends upon the road in question, its traffic count, and the length of time the work will last.  Cindy added that the city does not assess for anything less than 1” of bituminous, since Street Maintenance does all of that work.  Currently the city is assessing only complete reconstruction and mill and overlay jobs.  A couple of reconditioning projects were done in 2009, both by contractors and by the city, but these were not special assessed.  
Dave then asked what the difference is between a mill and overlay and reconditioning.  Cindy and Kimberly explained the differences, emphasizing that while reconditioning lasts longer than a mill and overlay, it can’t be done everywhere, for example on streets with curbs and gutters or streets with concrete bases.  Cindy said she would recommend assessing reconditioning projects at the same rate as mill and overlay projects to keep things simple.  Even though there is justification to assess reconditioning at a higher rate, i.e. 50%, the public would undoubtedly have a difficult time with that.  
Bob Asleson asked if the cost to the city is the same for both types of work.  Kimberly said it is, and Matt Decur added that most of the cost of reconditioning is getting the machinery to and from the jobsite.  Bob said that legally the city can only assess to recover costs, not to make a profit, and that the best way to proceed would be to combine the costs of Street Maintenance jobs with contracted jobs to the point where they are indistinguishable, then the assessment amount could be calculated accurately.  Cindy said that Barb Kolodge could submit the actual costs for work done by Street Maintenance in order to accomplish this.  
Jim Benning moved that all mill and overlay projects and reconditioning projects, both those done by Street Maintenance and those contracted out, be pooled together and from there the special assessments be calculated (25% of a 28-foot equivalent street).  Keith Hamre moved to accept, Cindy Voigt seconded, and the motion was passed unanimously.

3.  
Set 2010 Street Preservation Project assessment Rate (Kimberly Sannes)
Kimberly said this year’s estimated assessment is $15.75 per linear front foot, same as 2009.  This amount includes engineering and administrative costs. Keith Hamre moved to accept this number, John Gellatly seconded, and it was passed unanimously.

4.
Set public hearing date for 2010 preservation projects (Kimberly Sannes)

The public informational meeting is scheduled for Wednesday, May 5 from 4:30 PM to 6:00 PM in the Mayor’s Reception Room, and the public hearing (required by state law) is scheduled for Wednesday, May 12 at 5:00 PM in the Mayor’s Reception Room.  Letters will go out to the affected property owners shortly.  Jim Benning moved to approve these dates, Keith Hamre seconded, and the motion passed unanimously.
5.
Assessment of MSA projects at commercial rate (Cindy Voigt)
Due to time constraints it was agreed to table this agenda item until the May meeting.

Meeting was adjourned at 3:30 PM.
INFORMATION ONLY:


Next regular meeting May 11, 2010, in Room 106A at 2:00 p.m.

Respectfully submitted,




Dave Montgomery, Chair

Jeanne Horn

Special Assessment Board

SAB Secretary

