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City of Minnetonka Beach 
Finance Committee 

Members: 
Steve Howarth (Treasurer) Chair 
Erik Bender 
Lee Goehring 
Colby Skelton 
Paul Sperduto 
Davida Suiter 
Johnny Whitaker 
 
Council Liaison – Jill Bartel  
Staff:  Susanne Griffin 
Consultant: Bruce Kimmel, Ehler’s or alternate 

 

Meeting Minutes  
Wednesday, May 2, 2018– 6:30 PM  

Finance Committee 
City Hall 

 
1. Call to Order 
Chair Howarth called the meeting to order at 6:30 p.m.   
 
Members Present:  Chair Howarth, Erik Bender, Lee Goehring, Paul Sperduto, Davida Suiter, and 
Council Liaison Jill Bartel.  Absent:  Colby Skelton and Johnny Whitaker.  Also in attendance was Chris 
Mickelson from Ehler’s. 
 
2. Approval of Agenda 

 

Goehring motion, Suiter second to approve the agenda; all ayes.  Motion passed.  
 

3. Approval of Minutes of February 21, 2018 Finance Committee meeting 
Chair Howarth asked for a correction on page 3, 5th paragraph.  He asked that the minutes be clarified 
to state the following:  “Howarth also discussed a possible policy on the use of City’s reserve funds, City 
funds and capital expenditures. “ 
 
Bender motion, Sperduto second to approve the minutes as amended; all in favor.  Motion passed. 
 
4. Old Business – Bonding for 2018 Capital Improvement Program 
 
4.1 Scope of Project 
Chair Howarth distributed a handout with an outline the issues and discussion for the Committee’s 
discussion.  The handout included the following topics:  1) Confirming the desired project scope; 2) 
Review, discuss and confirm the expected amount to cash funding from the general and utility 
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reserves; 3) Determine “affordability” – impact to utility rates and general tax rates; 4) Language for 
bond referendum.  
 
Howarth also reviewed the discussion from the recent Joint Finance and Utilities Commission meeting 
held on April 4, 2018 for the benefit of the members who were not at that meeting.  He stated that 
during the last meeting they discussed the projects under consideration for bond funding, funding 
requirements and cost estimates for the projects.  They discussed financing alternatives and scenarios 
for funding the projects, and costs of financing, but they did not determine a final amount to be 
financed.  They also discussed the use of city reserves on overall financing.  He mentioned that for 
every $100,000 in tax levy on a $1,000,000 home equates to about $300 additional taxes per year.   
 
With regarding to the desired scope of the projects, he asked members, staff, and members of the 
audience if the list of projects had changed any since the April 4th meeting.  He stated that the 
complete list of projects under consideration were in the packet.  He confirmed with staff and Council 
Member Lindstrom confirmed that there were no additions to the list that she was aware of.  There are 
other projects coming up, but none that have been studied or approved by the City Council.   
 
Member Goehring asked why the amount had increased from the earlier amount of around $1.3 
million to now $2.225 million.  Howarth explained that since the original dollar amount of $1,378,000 
additional projects were added (replacing all 4” mains) bringing the principle amount of project to 
$2,224, 290, which was rounded it up to $2,250,000, but the actual cost of the project will be 
determined after projects are bid out later. All of the projects under discussion have been studied and 
recommended by the Utilities Commission and approved by the City Council as part of the 2018 Capital 
Improvement Program. They also talked about what would remain of the old pipe which is estimated 
to be 85 years old, and past its useful life, so future projects are likely. 
 
4.2 Use of Reserve Funds 
Howarth then directed members attention to the City Fund Reserve Balance sheet in the packet which 
showed cash balances of each city fund at the end of 2017 and excess reserves over the City’s reserve 
fund balance policy. He pointed out that while the sheet showed a negative reserve balance at 2017 
year end for the Capital Projects fund, with 2018 budgets, that negative excess reserve balance will be 
back to zero.  
 
Howarth discussed the level of utilization of reserves, including the city’s self-imposed policy of 65% of 
budgeted expenses.  He asked members what level of reserves the members are comfortable 
recommending.  Members discussed what percentage of excess reserves is appropriate.  Members 
asked about what other projects are on the horizon that are not included in the 2018 CIP.  Member 
Suiter was concerned that there are other new items not yet discussed that will have to be budgeted 
for on top of any debt levy.  Her goal is to minimize the tax impact to residents. Some of the projects in 
the future include the outcome of the paving management study, a water filter rehab project, water 
tower improvements, access paths to raised median project, etc.  Administrator Griffin explained that 
the Capital Planning process is just beginning. Member Bender asked about the use of reserves for CIP 
or other projects.  Bonding for the 2018 projects would not likely impact the annual budget until 2020. 
Bender stated that if the City has reserves, they should be used.   
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Member Goehring asked about upsides to the 2018 budget and what savings might there be.  For 
2018, the Police contract was a big savings.   
 
Chair Howarth stated that when looking at scenarios he suggested using $400,000 of reserves.   Chris 
Mickelson from Ehler’s reviewed Bruce Kimmel’s memo dated April 19.  They provided eight scenarios 
ranging from no cash to $500,000 cash with terms ranging from 15-18 years.  He reviewed each 
scenario including the costs of financing, project construction funds, and rounding amounts. 50 basis 
points were used for the scenarios. 
 
Member Goehring asked about interest rate benefits in either scenario.  Mickelson explained that due 
to the size of the bond there wouldn’t be big rate benefits.  Basically, the longer the term the more 
interest expenses.  Member Bender asked about moving the process up sooner to take advantage of 
rates. It was explained that due to the bond referendum in August, the timing is what it is.  The next 
steps of the process are to get actual construction bids before going out for bonding.  The Finance 
Committee needs to make a recommendation on affordability and maximum bond amount they are 
comfortable with. 
 
Howarth stated that with a 15-year term on $2.250 million bond, using no reserves equates to a 7.5% 
tax on the city portion only of taxes, using 2017 as the base.     
 
Mr. Mickelson discussed his colleague Bruce Kimmel’s recommendations which is $400K from reserves 
to buy the bond issue down, a 15- year term, and split 60% taxes and 40% utility revenues. Goehring 
clarified that the City’s AAA bond rating would not be affected by decreasing reserves, which Mickelson 
confirmed. Chair Howarth’s handout showed a scenario using $400,000 of reserves, 15-year term and a 
split of 40/60% (utility revenues/tax levy).  This scenario would equate to a 2% tax levy increase for the 
debt service.     
 
There has been previous discussion about the use of utility revenues for general obligations bonds.  
The City has determined over the years to use a percentage of utility revenues to pay back the debt.  
Generally other cities use utility funds to pay back debt. There was discussion of how the reserves have 
accumulated over the years, and there were tax increases over the years as well.   
 
Members discussed how much of the reserves should be used.  Goehring stated more of reserves 
should be used.  These are funds that have been taxed and should be used responsibly.  Suiter 
reviewed the amount of debt service requirements and varying amount of reserves and the differences 
were minimal. Members also discussed paying back the debt with taxes vs utility revenues.  When this 
was discussed in previous years, paying back the debt with taxes was advantageous because taxes 
could be deducted whereas utilities could not.  This is no longer the case. The discussion about the use 
of utility revenues to pay back the debt can be discussed later.  Goehring stated he was not in favor of 
the 40/60 split.  
 
Bender stated that since rates are low he suggests authorizing the maximum lending amount and 
utilize reserves for other purposes.   



4 

 

Howarth was supporting the use of Kimmel’s recommendation on the maximum bond amount be 
$2,250,000. He calculated the tax increase without the use of utility revenues and it would be under 
4% (with the use of $400,000 of reserves).   
 
Sperduto asked again about other foreseeable expenses and whether the full amount should be 
bonded for since rates are so good right now.  Suiter again brought up some possible projects on the 
horizon.  Mickelson reminded members that this is a maximum referendum authority amount, but less 
could be used.  
 
Bender made an initial motion to utilize $300K of reserves and a maximum lending of $2.325 million, 
but after further discussion amongst members, he amended the amount of reserves to $400,000 and 
$2,500,000, but intention is to use $2,325 million for project costs. The remaining amount would be a 
cushion in case bids come back higher. 
 
Bender motion, Sperduto second to recommend to the City Council the use of $400,000 of reserves 
and a maximum borrowing amount of $2,500,000; all in favor.  Motion passed.    
 
Suiter motion, Sperduto second to recommend to the City Council the 40/60% (utility revenues/tax 
levy) for paying back the debt; all in favor.  Motion passed.  
 
Members discussed creating guidelines on excess reserves.   This will be discussed at a later date. 
 
5. Schedule and Process for 2019 – 2023 Capital Improvement Program 
 
Chair Howarth summarized that the upcoming Capital Planning process was underway and his interest 
in the Finance Committee’s involved as it relates to what is being requested and having a better 
understanding of what the request represents.  Griffin explained that the process involves sending a 
worksheet out to all committees and commissions, and city staff requesting input into the capital plan.  
The Finance Committee will also be asked to submit input, and it is expected that the Finance 
Committee will want to review a draft of the plan before the public hearing on June 25th.  A Finance 
Committee meeting will be scheduled for early June. 
 
The Chair recognized members of the audience and asked if anyone had any questions.   
 
Council Member Kozloski asked about bond interest rates vs current investment CD rates. CD rates are 
variable but Howarth indicated that the rates are at least a point below the borrowing rate.  
 
6. Adjourn 
 
Suiter motion, Bender second to adjourn; all ayes.  Motion passed. Finance Committee meeting 
adjourned at 8:05 p.m. 
 
Others Present:  Mayor Taylor, Council Members Kozloski and Lindstrom 
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June 26, 2018 

 

City of Minnetonka Beach, MN 

PORTFOLIO REVIEW 

OVERVIEW 

This Portfolio Review is just one part of Ehlers Investment Partners commitment to the City of 

Minnetonka Beach to provide strategic and valuable investment advice.  In this review we will 

examine your investment objectives and your overall investment portfolio, strategy, structure and 

performance. Ehlers Investment Partners does not have an investment for the City so is relying 

on Minnesota State Statutes governing local government investments for policy guidance.  

Ehlers Investment Partners recommends the City formulate and implement an investment policy 

at the earliest possible date. Assets under management were over $800,000 at 5/31/18.   

SAFETY 

At 5/31/18 the portfolio consisted of nearly 83% FDIC insured certificates of deposit, almost 

17% in U.S. Treasury Bills and less than 1% in cash deposited in an FDIC insured money market 

account. The FDIC insured certificates of deposit and U.S. Treasury Bill are an indication of the 

minimal credit risk (the risk the issuer will be unable to pay principal and interest when due) and 

high degree of safety in your investment portfolio.  

LIQUIDITY 

The average weighted maturity of the portfolio at 5/31/18 was slightly less than two years. The 

average weighted maturity is an indication of liquidity risk (the risk a security may not be able to 

be liquidated for cash in a timely manner at an appropriate price) and market risk (the risk of a 

significant change in value related to changes in interest rates) features of your investment 

portfolio.  Depending on the specific cash flow requirements of the City, Ehlers Investment 

Partners recommends a laddered maturity structure and strives to maintain an average weighted 

portfolio maturity not more than 3 years in order to minimize liquidity and market risk.  

RETURN 

 

At 5/31/18 the investment portfolio had a total annual rate of return of -0.736%, net of fees. 

(Total Annual Rate of Return includes any unrealized gains/losses.) At 5/31/18 the average 

weighted yield to maturity of the portfolio was 1.856%, net of fees. (The Average Weighted 

Yield to Maturity includes interest paid and interest accrued but not yet paid and does not include 

any unrealized gains/losses.) The City does not have an adopted investment policy to indicate a 

benchmark, for comparison the 2-year U.S. Note paid an average 1.862% for the 12 months 

ending 5/31/2018. A 24-month certificate of deposit yielded approximately 2.65% at 5/31/18.  
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MARKET COMMENT 

In the Federal Reserve Act, Congress established three key objectives for monetary policy: 

maximize employment, stabilize prices and moderate long-term interest rates. Maximizing 

employment and stabilizing prices are often referred to as the Fed’s dual mandate. The goal then 

is to steer the economy to a point where employment and inflation are neither too-hot or too-

cold, just right as Goldilocks suggests. 

At the end of the most recent recession unemployment stood at 10%. On May 4 the Labor 

Department reported unemployment at 3.9%. Since the late 1950’s unemployment has dropped 

below 4% only three times. If unemployment goes too low for too long the economy runs the 

risk of inflation or financial asset bubbles. The three times unemployment went below 4% (the 

late 1950’s, the late 1960’s and the late 1990’s) one of those outcomes occurred and a recession 

followed. (In an interview with Bloomberg on May 4, outgoing New York Fed President 

William Dudley suggested he would be surprised if there was a recession in the next two years, 

also saying “I’d be surprised if the expansion would end in the next year or two”.) 
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The Fed pushes interest rates down to encourage spending (and growth) by business and 

households and pushes rates up in an effort to discourage investment, spending and growth and 

therefore temper inflation. (On May 2 the Federal Open Market Committee voted unanimously 

to leave the target range for the federal funds rate unchanged at 1.50% to 1.75% but left open the 

possibility of a rate hike in June.) The Fed tries to manage inflation (also at the May 2 meeting 

the FOMC indicated inflation “is expected to run near the Committee’s symmetric 2 percent 

objective over the near term” suggesting Committee members are not anticipating runaway 

inflation.) with a theoretical threshold called the “nonaccelerating inflation rate of 

unemployment” or Nairu. The Fed’s current estimate of Nairu is near 4.5% and projects it to 

drop to 3.8% next year and 3.6% sometime in 2020 which suggests the Fed is willing to let 

unemployment fall to levels not seen in over 50 years before it considers more aggressive moves 

to raise interest rates and curb inflation. The problem the Fed faces in this scenario is that 

historically once the economy moves too far in one direction it is difficult to get it to change 

directions. And historically, once unemployment starts to rise from the low levels experienced 

today, it tends to rise a lot.     

What does unemployment and inflation have to do with local government investments? Our 

purpose here is not to raise alarm but to advise caution. As suggested above, when the direction 

of unemployment and inflation change they can change quickly and a lot. And as we’ve seen 

short-term rates rise nearly 1.00% in the last 12 months (see graph below), they can change 

direction just as quickly; remember 2008/2009. 
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Ehlers Investment Partners does not believe in timing investments as interest rates fluctuate. 

With a comprehensive cash flow forecast as a guide Ehlers Investment Partners believes a 

laddered portfolio structure, with an average weighted maturity not to exceed 3 years, will meet 

or exceed all the investment objectives as outlined in the investment policy. Additionally, a 

laddered structure will allow for taking advantage of rising interest rates as maturing investments 

will be reinvested at higher rates and falling rates will not have a significant impact on overall 

portfolio performance. 

The FDIC insured securities and U.S. Treasury Bills, in addition to investments held with a third-

party custodian in the City’s name, adds a high degree of safety to the City’s investments.  The 

average weighted maturity of the City’s portfolio is less than what Ehlers Investment Partners 

typically recommends.  With cash flow considerations in mind, the City could increase overall 

portfolio performance by increasing the average weighted maturity.      
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City of the Village of Minnetonka Beach 
2945 Westwood Road - Mailing Address: P.O. Box 146 

Minnetonka Beach, MN  55361 

952-471-8878   fax 952-471-7416 

www.ci.minnetonka-beach.mn.us 
 

June 25, 2018 

 

Planning Commission 

City of the Village of Minnetonka Beach 

2945 Westwood Road 

Minnetonka Beach, MN  55361 

 

RE:  Capital Improvement Program (CIP)  

 

Requested Action: 

  

• Hold Public Hearing on 2019-2023 CIP 

• Review the 2019-2023 CIP and propose recommended changes 

• Move to affirm the 2019-2023 CIP as conforming to the Comprehensive Plan 

and recommend approval to the City Council.   

 

Dear Chair Haag and Planning Commissioners: 

 

Enclosed with this letter is the compilation of input received from the various City Commissions 

and committees, elected officials and other agencies that were asked to review the information 

and provide comments on the 2019 – 2023 Minnetonka Beach Capital Improvement program.  

We received input from:  Staff (Berent and Griffin), Planning Commission, Civic Committee, 

Park Commission, Utilities Commission, and Council Members Bartel, Lindstrom and Myers.  

None of the outside agencies who responded had any projects coming up in Minnetonka Beach 

during this five-year period.  Commissioner Anderson has reviewed the compilation of input.   

 

A couple of things to note; 1) in some cases, more than one person or entity suggested the same 

item but a different time frame or financing source.  In those cases, I went with the person 

submitting input with the closest knowledge (i.e. Brian for Public Works items), 2) this CIP draft 

does not include a recent review of a Department of Health survey of the water plant and the City 

Engineer (Stantec) Action Plan which recommended a number of improvements.  This was not 

included in the CIP because the City Council has not yet reviewed the report but will at their July 

9, 2018 City Council meeting.  A copy of the Stantec Action Plan is included with the packet as 

information only to the Planning Commission. 

 

The Planning Commission needs to hold a public hearing, review the Capital Improvement 

Program as to the projects conformance with the Comprehensive Plan and make a 

recommendation to the City Council.  The Planning Commission may also make suggestions on 

funding and timing, but it is not required.  The Planning Commission will take input from the 

http://www.ci.minnetonka-beach.mn.us/
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public on the nature and timing of proposals, and even potential funding sources, but those 

decisions are ultimately the responsibility of the City Council.   

 

The City Council is responsible for determining if a project should remain in the Capital 

Improvement Program, timing, and to designate the funding to be used.  The City Council will 

review the CIP at the July 9th City Council meeting.  Once this is done, the Council should 

adopt the 2019 – 2023 Capital Improvement Program, and then take the 2019 portion of the 

Capital Improvement Program, once approved, and adopt this as the 2019 Capital Budget which 

will become part of the 2019 Budget process.  Council will adopt a preliminary 2019 budget and 

tax levy in September and a final 2019 budget and tax levy in December.   

 

Sincerely,  

City of the Village of Minnetonka Beach 

 
Susanne Griffin 

City Administrator 

 

Encl: Adopted 2018 – 2022 Capital Improvement Program, Proposed 2019 – 2023 Capital 

Improvement Program, Worksheets from City Council members, 

Commissions/Committees and staff, Stantec Action Plan (DNR Water Plant Survey) 



CAPITAL IMPROVEMENT PROGRAM DRAFT - 2019-2023

PC Recommended 2018, Council Adopted 2018

Capital Improvement Program: 2019 2020 2021 2022 2023 Potential Funding Source Recommended or Supported By Comments/Explanation

Parks & Facilities

1 EAB Treatment 8,000 8,000 Tax Levy Park Commission

2 City Hall Maintenance 2,500 Tax Levy Staff
Refinish floor in office and update 

flooring in bathroom and kitchen-

3 Irrigation for City Hall grounds 10,000 Tax Levy
CM Lindstrom & Bartel, Staff, Park 

Comm

4 City Event Sign Board TBD Tax Levy CM Lindstrom, Civic

5 Margaret Dahl Library Improvements 20,000 Tax Levy CM Bartel, Park Commission

Library part of city's heritage and 

history, should be repaired and 

updated. Park Comm is investigating 

costs for improvements

6 Update Playground equipment 10,000 Tax Levy CM Bartel

7 Enhancements to City Entrances TBD TBD Civic

Add lighting to Welcome sign, add 

flower baskets to added poles, add 

flower pots to medians

8 Replace collapsing window well-rear of city hall TBD Tax Levy Staff

9 Replace part of front sidewalk-city hall 3,000 Tax Levy Staff

4 sections of sidewalk sinking, cracked 

and not sloped properly causing ice 

buildup in winter

Streets

1
Transportation Study-Phase 1 Construction Access 

Paths to Raised Median
45,000 Tax Levy/Grant/Reserves Planning Commission, CM Myers, Civic 

Construction Cost total is $45,000-grant 

pending for $22,000 or half of 

construction cost-Planning Comm 

recommends increase from $20K to 

$45K

2
Transportation Study-Engineering for Phase 2 

Construction-Access Paths to Raised Median
5,000 Tax Levy/Grant/Reserves Planning Commission, CM Myers

Could be partially funded with County 

aid funds

3
Transportation Study-Phase 2 Construction Access 

Paths to Raised Median
50,000 Tax Levy/Grant/Reserves Planning Commission, CM Myers

4
Road Repairs based on outcome of Paving 

Management Study
TBD Tax Levy/Bond Civic Study authorized in 2018

5 Speed Bumps TBD Tax Levy Civic
If additional funds are needed from 

2018

Equipment:

1 SCADA alarm system (Water/Lift Stations) 40,000
Tax Levy or Water/Sewer Fund 

or Reserves

PW, supported by Utilities Comm, CM 

Myers

2 Utility Vehicle 35,000 Tax Levy or Grants
PW, supported by Utilities Comm, CM 

Myers

3 System for watering flowers around city 3,000 Tax Levy CM Bartel This could be done with utility vehicle



CAPITAL IMPROVEMENT PROGRAM DRAFT - 2019-2023

PC Recommended 2018, Council Adopted 2018

4 Lift Station control panels 20,000 20,000 Tax Levy or Sewer Fund
PW, supported by Utilities Comm, CM 

Myers

5 Portable Generator 40,000 Tax Levy or Reserves
PW, supported by Utilities Comm, CM 

Myers

6 Wood Chipper 50,000 Tax Levy
PW increased from $35K to $50K, 

supported by Utilities Comm

7 Bobcat/Power Broom 48,000 Tax Levy PW, supported by Utilities Comm

8 Mower 18,000 Tax Levy or lease PW, supported by Utilities Comm

Water Improvements:

1 Replace filter media 90,000 Water Fund, Reserves or Tax Levy
PW, supported by Utilities Comm, CM 

Myers

2 Water Tower historic register study Grants CM Myers

3 Water Resevoir Ground Tank Updates TBD Reserves and/or Tax Levy CM Myers

4 All remaining old water mains TBD Bond CM Bartel

5 Water meter head replacements $6,750 7650 9720

6 Meter reader $2,675

7 Data Logger  (trimble) 3000

8 Water Plant upgrades from Health Dept Survey

TOTAL 158,500 162,425 100,650 115,720 18,000 555,295

Bond Funded Projects

Tax Levy

CIP/Reserves
















