Business Item

Environment Committee Item: 2012-81
E Meeting date: February 28, 2012

ADVISORY INFORMATION

Date: February 23, 2012
Subject: Authorization to Hold a Public Meeting on a Proposed Loan

Program for Communities

District(s), Member(s): All

Policy/Legal Reference: MN Stat. 473.517 and 473.521,
Council Admin. Policy 3-2-3

Staff Prepared/Presented: Jason Willett, 651-602-1196
Division/Department: MCES c/o William G. Moore, 651-602-1162

Proposed Action

That the Environment Committee authorizes staff to schedule and hold a public
meeting to seek public input on a proposed municipal loan program that could,
upon a community request, provide a deferral of a portion of the Municipal
Wastewater Charges to a community in a year in which those charges experienced
a substantial increase.

Background

On January 5, MCES received a letter from the City of Maple Plain’s administrator
(see Attachment A) asking for additional time to pay its Municipal Wastewater
Charges.

In addition, a letter was received from Metro Cities asking MCES to explore options
to address this issue (see Attachment B). A work group was formed by Metro Cities
and MCES. This group met on February 16 to discuss possible criteria and loan
terms and the proposed program criteria, in Attachment C, resulted.

It is now proposed that the criteria and loan terms be presented for comment at a
public meeting tentatively scheduled as follows:

Feb. 28 Environment Committee authorizes public meeting
May 14-May 18 Public Meeting, followed by written comment period.
June 12 Committee recommendation on loan program

June 27 Council decision on loan program

Related to this action, the Council and Metro Cities are seeking to amend the MCES
Housekeeping bill (HF2148) to include an explicit authorization in MS. 473.517 for
such a loan program. The proposed bill language would allow details of such a
program to be at the discretion of the Council, and actual loans would only occur at
the request of communities.



Funding

Council wastewater contingency reserve funds are available for a temporary
deferment. The proposed loan terms include interest, so there would be no
permanent cost to either the Council or other sewer rate paying communities.
Rationale

The proposal provides enhanced customer service to the municipalities that may
experience substantial increases in these charges based on measured flows.

Maple Plain’s appeal is the first time such a request has ever been made for
Municipal Wastewater Charges. However, creating a uniform process available to
all cities seems most equitable.

Known Support /7 Opposition

Metro Cities and the work group.



Attachment A

MAPLESPLATN

EST, 1868 INC.1912

- ——

1620 MEFLE SWLHGE PO, BOX 97 | MAPLE PLAIH, MM 55359 (755 475-0510
Ph: (TE2JAT2 U814 | Faxi (TEH 4T9-061% | s mapleplao.zan

January &, 2012

Jason Willeit

Metropolilan Council Environmental Services
300 Morth Robert Strest

&t Paul, MM 55101

Mr Willat:

O Decamber 13 we dissussed the City's concamn regarding its 2012 sanitary sewer
charge. Also at this meeting was Kyle Celvin, MCES; Palli Nauman, Metro Cities: Roger
Hackzarth, City Souncil; and Dan Boyum. Gity Engineer. As noted during the meeting,
cur rate increased by 360,563, ar 33.7%. This bas placed a significant francial burden
¢n the communily, especially as it relales to potential resuting sewer rates. In arder for
the sammunity to meel ils aparating and deb! service expenses, including the sewer
cnarge, sewer rates would nesd to increase by 28% on lop of the approvad B
increase for 2012, That increase would give the City a talanced budgel, bul nel bring its
sewer aparating fund out of deficit.

I'he City understands its respansibility to pay (his charges. Sowsver, wo are asking for
your assisiance, now. to help alleviate this burden

As noted during our December 12 meeting, the Gty is seeking Nexibility to mast this
ohligation, Wie are requesting to pay the amount owed in 2017, plus an acditiznal
arnount per year, inferest free, until tha obligation is paid in fll, 1t would be our full
intentian to pay off whal is owed as soon as possible, provided lunds allow.

We agree with Metro Cities that sriteria for a larger program, adaressing similar
concams fof aities now, and in the fulurg, should be considered by the hetrapalitan
Cauncl. However, this issue is urgent for Maple Plain, now, and cannol wait for the time
it would 1ake to create such & grogram or policy

W are not asking for special privieges, We ara simply asking for understanding of the
financial burden facing the community and its residents. W formally request the
Metropolitan Council grant Maple Flain additional Eme to pay in full what 1= owad,

Feal Iree 1o contact me with further questions. | can be reached at (763} 479-05135 or
jiemen@mapleplain com. | would also be happy to attend the upcoming Enviranmeantal
Committee meeting, if necessary.

cx  Kyle Cabvin, MUES .
Patii Mauman, Metro Ciles



Attachment B

METRO CITIES

Association of Metrooolitan Municipalities .

January 8, 20612

e, Jasen Willert

Firtanee Dhrestor, ddetvapalitin Couneil Envircnment Sarvices
I M orth Robert Sireel

At Paul, MM 35102

Diear b, Willeil:

This letter is a follew up o our December mesting with sity otficials [rom Mapls Plain reparding
the cily's penesrns nbant the rote of incrense in (e cily's wastewater char e,

Al the meeling, we discussed the reasons Lo the increase and pelential opfions aound whethear
the caiy's bl ceuld he pord over o period ol fme. T undersiand that the Counci s lecibalicy
with regacd to the timing of these payments may not ke elose, The purposs of this lober 15 o
request bt MOCES explocs s antherity wnd possible optiowns o assist cliics w cases where the
city's charge reprissenis a stan Tount nerease urd Amaneial challenps Gor the oy,

Metre Cities undcrestands thal the Coucell bas such flewbilite with regard o SAC peyment: and
Tre Inflonw aod [ntiltration Suscharpe propram.  We would sugpest that MOES explore options
slong thege lines with regard to the wastowater charge,

Wewould suapast that MOES work with Meatra Clties to cootdingie a meating with MRS and
cily affivials fo explore possible oplions, eritaria, ete., Metro Citiss peoopnizes thar any
allernalive methnds srosmd the dming of payment Qe Goess charess must nol saenBee equily Dos
ofhes ratepavers, and mast be tinansially prudect for both the Metropolitan Coanneil &nd
individual cities.

Mo Cities onderstands that memiad izsues may nesd (o be resolved befare any options could e
established and that the fime ne for a potential resolution o ohis ssue may not address the
rrnediale challenpes For the city of Maple Plain. To this end, we woudd esk that the Couneil
wiork with city officials From Maple Plain o reach a salation that allows the ity spme Rexibility,
while thees izaucs are disenszed and addrozsed on a moie systomic 2ok,

Thank vou R your consideralion ol aur reguest. We ook [orsard Ao weorking with yow on ihese
(LEGRE

,,-'-kifiiuﬁ .
'_'lrﬁmmn
Lxecutive Divector

145 Thiversity Ave W @ 51 Paol, M 53105-2 044 @ Thone (651] 2134000 @ Fax (651) 281- 1257 & www, betroClitlesMN.ag I



Attachment c

Proposed Criteria for loans to communities for Municipal Wastewater
Charges (MWCs):

1.
2.

10.

Cities will be required to agree to a standard loan agreement.

To qualify for a loan, a city’s MWCs must have increased 15% or more from the
prior year. To qualify for a second loan (in the following year) an additional 10%
increase will have had to occur (i.e. apx. 25% cumulatively over the two years).

The loan amount will be limited to the amount of increase in MW(Cs that is over and
above the loan eligibility thresholds each year (i.e. 15% for the first loan and 10%b, if
a loan is requested the following year).

Loan repayment schedules shall be limited to 3 years following the year of the
deferral.

Principal Outstanding on such loans shall be payable at any time with no
prepayment penalties.

The interest rate will be based on MCES’ average cost of capital calculated at the
most recent calendar year-end (e.g. the average rate was 3.24% at 12/31/11 so all
loans originating in 2012 would be at this rate).

Cities will be eligible for a loan two years in a row, but will not be allowed to have
three loans outstanding at the same time.

Cities facing extraordinary circumstances can appeal for additional assistance (e.g.,
additional loan amount or a longer term); requests will be reviewed by Council on a
case-by-case basis.

The Metropolitan Council shall retain the right to reduce or deny any loan request
based on the balance in MCES’ contingency reserve fund and/or impending large
MCES cost increases (e.g. $1 billion required for new regulatory compliance that
would increase all communities MWCs past the loan threshold).

The standard loan agreement will require the City to agree that the Council’s
deficiency levy rights (M.S. 473.521 subd. 4) will apply to any unpaid loan payments
(i.e. current authority applies to the MWCs and the agreement will require this
applies to the loan payments, including interest).
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