APPROVED

City of Minnetonka Beach
SPECIAL CITY COUNCIL MEETING
Monday, July 18, 2011 6:00 p.m.
MINUTES

Roll Call

Mayor Joann Anderson, Council Members: Jill Bartel, Michelle Kroll, Linn Ferguson,
and Mike Taylor, and Treasurer Rick Skalla.

City Council Agenda
1. Call to Order

Mayor Joann Anderson called the meeting to order at 6:02 p.m.

2. Approve Agenda

The agenda was approved as written (Bartel motion, Ferguson second; all ayes).

3. Old Business

3.1. Watermain System Improvements
Mayor Anderson said the objective for this meeting is to get all the questions out and
make a decision how Council wants to go forward.

3.1.1. Consider Bid Results — Darren Amundsen, Bonestroo

The three bids received on July 120 were; $1,614,141 from Geislinger and Sons, Inc.,
$1,886,542 from GM Contracting, Inc, and $1,892,536 from Northdale Construction Co.,
Inc. The engineer’s construction estimate was $1,250,000. Darren Amundsen explained
why there was such a difference in the engineer construction estimates and the bids that
actually came in. He said one reason more bids weren’t received was because
contractor’s schedules were full up for the year and they were not interested in taking on
more work, or hiring more crews. Tom Kellogg, Bonestroo, said the materials for the
project have increased 40-50% in the last month for pipe; normally it had been $28 to $33
a linear foot for PVC pipe and these bids had more than doubled it at $65/foot. The
materials costs were consistently high on all three bids, coming in 25-35% higher than
expected. The bids are good for 60 days.

Council discussed their disappointment in the bids and how to go forward. Ferguson
asked for a recommendation from the city engineers for what they felt should be done.
Kellogg recommended rejecting all three bids and go out for bids again in January of
2012 when there is a more competitive bidding climate. But, the material costs will be an
unknown at that time and interest rates could be higher. Amundsen estimated it would
cost about $5,000 to re-bid the project. So far this year the city has already paid $75,000
in “soft costs” for the project in engineering and other fees. There is a total engineering
fee cap for the project of $197,000.
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Costs for doing the East Side project, minus the Frecon section, but including the Central
Section would be about $1,930,000. Bruce Ehlers said the bond capacity is $1.5 million,
assuming not doing the Lafayette Ridge paving and the truck purchase. Without doing
the paving and the truck purchase there would still be a $300,000+ gap for which the city
would need to find funding.

Kellogg recommended formatting the new proposal so the Central Section would be an
alternate. He said the city would still be able to reach the goal of 500 gpm for the fire
hydrants on the east side and, if necessary due to costs, the Central Section could be done
at another time. Bond Counsel Attorney Jenny Boulton, from Kennedy & Graven, has
said Council would have the latitude to make adjustments and not do everything it was
given authorization for in the bond referendum.

3.1.2. Discuss Bonding Options — Bruce Kimmel, Ehlers

Bruce Kimmel gave Council three option estimates on how to approach the bond issue:
Option 1: Still refund 2002A bonds in Fall of 2011; issue 100% of water in June 2012
(rates 50 bp higher than current rates)

Option 2: Refund 2002A bonds and issue 50% of water in fall 2011; issue other 50% of
water in June 2012 (50 bp higher)

Option 3: Refund 2002A and issue 100% of water in Fall 2011 (all current rates)

Kimmel commented the city does not have to bond to full capacity. Refinancing of the
2002 bonds, paving Lafayette Ridge, the purchase of the public works truck, and
repayment of soft costs to-date could be done with a smaller bond issuance. Kimmel
noted if Option 3 is done, the City will need to spend $1.5 million. The refunding interest
rate for the 2002 bonds is figured at 1.9% because of the shorter length of time to pay it
off, the new bonding portion rate is figured at about 3.5% over the 20 years. It was the
bond attorney’s opinion that state law would probably over-ride the city charter regarding
requiring a referendum for bonding.

Mayor Anderson recapped what Council is aiming at going forward from this meeting:

e Reject all three bids at the August gt meeting via a resolution.

e Re-bid the project; advertise end of December with bid opening in January, 21
days after advertising.

e [f re-bids are not favorable and the water project is shelved, Council could decide
to still do a smaller short term bonding of $900,000 which would pay for the
paving of Lafayette Ridge, the new public works truck, the repayment of water
project engineering soft costs of $87,000 to-date (which would rebuild the
reserves), and refunding of the 2002 general obligation bonds that have a call date
of Feb. 1, 2012 (which would save money by giving a lower interest rate).

e Ifre-bids are favorable and the water project does go forward, sell bonds in
March of 2012.

Dennis Klohs commented most people thought they were voting on a water project; he

recommended the engineers restructure the project in segments to make it work if not for
all, then part of the water project.
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4. Adjournment
(Taylor motion, Ferguson second to adjourn the meeting at 7:29 p.m.; all ayes).

Public Present:
Dennis Klohs, Bruce Kimmel, Darren Amundsen, and Tom Kellogg.

Staff Present:

City Administrator Susanne Griffin, City Clerk Marilyn Regnier, Public Works Director
Ben Young and Planning and Zoning Administrator Dick Krier. Minutes recorded by
City Clerk Regnier.
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