City of Phillips’ Common Council Meeting
Council Room, Municipal Hall
174 S Eyder Avenue

April 12, 2016
5:30 p.m. 
Mayor, Charles Peterson

Council Members: Wards 1 & 2 –Richard Heitkemper, Jerry Clark; Ward 3 – John Vlach, Laura Tomaszewski; Ward 4 -Dorothy Hanish, John Klimowski.

Public Works – Jeff Williams; Water-Sewer - Todd Toelle Police – Michael Hauschild; Library – Rebecca Smith

Clerk/Treasurer: Barb Revak

This meeting is held in compliance with Wisconsin’s Open Meeting Law, WI § Chapter 19, Subchapter V.  As such it is open to the public.

Call to Order (presiding officer)

Greeting

Certification of compliance with Open Meeting Law

Pledge of Allegiance

Roll Call:  Charles Peterson ___, Jerry Clark___ , Richard Heitkemper ___,  Laura Tomaszewski ,  ___ John Vlach___,  Dorothy Hanish ___, John Klimowski___.

Public Comment 

DISCUSSION-ACTION ITEMS:

1. Motion to Approve/Correct March 8, 2016 Council Meeting Minutes.

2. Motion to approve the payment of vouchers in total amount of $182,416.05.
3. Motion approving the purchase of a new garage door in the Municipal Center.

4. Motion to proceed with the process of a 3 year extension on the TID’s which will allow for additional projects and revenue as recommended by the Committee of the Whole.

5. Motion to move forward with 2016 street projects of N Minnow Lake Rd, Ridgewood Cir, Ridgeway Dr, Ridgewood Ct, Pine Ridge Rd, Trinity Dr. and N Airport Rd. not S. Airport.

6. Phillips Lionite Hardboards Product project requests. 
7. Committee Reports.

Ambulance

Library

Chamber

8. Adjournment

COUNCIL PROCEEDINGS
………of the Common Council of the City of Phillips at a meeting held in the Council Room of Municipal Hall on April 12, 2016.

The meeting was called to order by Mayor Peterson at 5:30 p.m.  Those present included:

Mayor Peterson

1st Aldermanic District:  Jerry Clark, Richard Heitkemper

2nd Aldermanic District:  Laura Tomaszewski, John Vlach

3rd Aldermanic District:  Dorothy Hanish, John Klimowski
Clerk/Treasurer:  Barbara D. Revak
Also present:  Jeff Williams, Michael Hauschild, Barb Revak, and Anna Marie – Price County Review, Bob DeBryn, Cheryl DeBryn, Tom Gustafson, John Slaby, Marty Krog, Travis Nez, Rep Beth Myers, Keith Pierrard, Stephen Willett and Jordan Spacek, Jeff Dietrich.

DISCUSSION-ACTION ITEMS:

1. Hanish/Clark motioned to approve March 8, 2016 Council Meeting Minutes.

2. Heitkemper/Klimowski motioned to approve the payment of vouchers in total amount of $182,416.05.  Carried

3. Vlach/Hanish motioned to get one more quote for the purchase of a new garage door in the Municipal Center from Flambeau Overhead Door out of Ladysmith.  Carried

4. Klimowski/Clark motioned to proceed with the process of a 3 year extension on the TID’s which will allow for additional projects and revenue as recommended by the Committee of the Whole.  Carried
5. Vlach/Heitkemper motioned to move forward with the bidding process on 2016 street projects of N Minnow Lake Rd, Ridgewood Cir, Ridgeway Dr, Ridgewood Ct, Pine Ridge Rd, Trinity Dr. and N Airport Rd., Linden, Walnut and Oak, not S. Airport.  Carried
6. 5:40 Mayor Peterson stepped down and Jerry Clark –Council President took over the meeting.

7. Phillips Lionite Hardboards Product project requests:
Clark called on Jeff Dietrich from the Northwest Regional Planning Commission as the Loan Fund Manager.  He was hired to evaluate, for the City and the County, the request from Phillips Lionite Hardboards Product’s loan for $3.5 million.  Jeff is going to discuss with the Council the Board of Commissioners of Public Lands process and what he has learned so far.
The application process:  It is a loan, fill out an application and submit it.  Jeff handed out a brochure on the application process.  In the third paragraph it states “Because we set funds aside for your loan at the time of application, please do not send in an application request until you are certain that the project is moving forward, have examined your funding alternatives and have made the decision to borrow from BCPL”.   Not to that point yet.  There has been a public hearing set up on April 28th incase this project moves forward.  At the public hearing a resolution would need to be passed approving the loan from the BCPL.  It also states that “applications must be received a minimum of eight days in advance of the BCPL board meetings which meet on the 1st and 3rd Tuesday of each month”.
For Municipalities there are two loans that could potentially look at.  Revenue Obligation Loan and the General obligation loan:

The revenue obligation loan security:
a.  Loans are secured by a pledge and assignment of the revenues generated by a specific project (not sales revenues).  These revenues may include tax increments allocated to the borrower (the city) for project costs within a tax incremental district.  A failure by the borrower to remit loan payments when due, requires BCPL intercept of state aid payments.

b. Jeff had a conversation with Tom Germer of the BCPL and discussed with him, and dispelled that existing tax dollars does not qualify as a revenue source and right know the City of Phillips does not have a revenue source that would precipitate this sort of loan application.

c. Potential things would be tax incremental dollars, if the city has the ability to do that. Tax incremental dollars would be considered for the revenue stream that would consist of the payment on a potential loan.

d. This option is really not available as all facts are on the table right now.

e. Klimowski stated the city would have to create another TID. Jeff responded with that would be an avenue to get there.

General obligation loan:

a. Loan security would be the general obligation of the borrower, once again.  In both cases the city would be the borrower and then re-lend these funds to the business.  The city would be an intermediary lender but ultimately responsible for the re-payment.  The city would then enter into a secondary agreement with the company for their payments to the city.
b. The loan purpose for the general obligation of loans for 10 years or less may be made to facilitate the performance of any power or duty of the borrowing municipality, including operations and maintenance.  Loans greater than 10 years are restricted to the financing or refinancing of public purpose projects including “the acquisition, leasing, planning, design, construction, development, extension, enlargement, renovation, rebuilding, repair or improvements of land, waters, property, highways, buildings, equipment, or facilities:, or any purpose otherwise allowed by law.

c. The limitation would be the capacity for the city to borrow under that general obligation whatever that might be.

d. Where Jeff is at this point in looking at options as far as the BCPL the limitations are as stated.  There is a general obligation limitation that would be there, and if these funds were used to purchase specific assets then there would be recommended limitations on the value of those assets and what the city would want to assign for a collateral or liquidation value for those assets because the city would then have the first lien position if the city would be the primary lender in this transaction. There are some left and right limits.
e. Other question:  Heitkemper; is part of the interpretation on this that the city would purchase the property and then lease it? Jeff; that is not the implication here. The city could elect to purchase the property, that is an alternative and then lease the property.  That would be considered a revenue stream for the BCPL.  Of course there are risks involved and the guarantee of a lease payment.  The lease payment would impact what the city could borrow.

f. Multi phase project:  First would be to acquire the property, second would be to retool, and third stage would be up to full production.  The $3.5 million is only the acquiring of the plant; there are still a number of things that need to get past to get this project up to full speed.
g. Revak; How will this affect the city’s borrowing ability in the future? General obligation bonds or revenue bonds.  Jeff; there is a limit on the general obligation. Marshall; his understanding is whether it would be general obligation or revenue borrowing this would not affect the cities borrowing ability.  Jeff; for the general obligation borrowing it does for the revenue borrowing it does not.  Bruce; this would play into effect with the $500 thousand limit which wouldn’t be enough to impact this project.

h. The city would be eligible for the revenue obligation but there is no revenue stream.  Heitkemper; if this were an operating business in a new TID there would be revenue to be used.  Existing TID could be arguable depending on what improvements might be done to the plant that would impact the tax dollars.  The dollars would be the difference between what the property if worth now and any improvements.  Revak; any machinery improvements would not increase the value of the property as far as the TID goes because that is personal property.  Heitkemper; the projected $5 million to retool would not increase the value of the property for the TID.  Revak; it would not increase the assessed value of the property.
i. Clark; open up for question.

j. Heitkemper;  Last week’s meeting we talked about this and getting NWRP involved and Mr. Willett (upon Clark’s question) that he would agree to pay fees to have this looked at for us.  Heitkempers question is does the city have a written contract with the investment group where Mr. Willet, one or the other or both to take care of that before we proceed any further if we chose to proceed any further?  Marshall; there is no contract like that.  He thought that the statement made by Mr. Willett was that his group would take care of those costs upon funding but didn’t think that the city required he make a statement that the group would cover those expenses regardless of whether the funding came through or not. Heitkemper asked Mr. Willett directly on this issue.  Mr. Willett; our intent was, as Jeff indicates, that the city was going to investigate to see what was possible for us.  Once that was determined to go ahead with an application they would fund that but if it is determined the city can’t go forward it would be foolish to agree.  Mayor Peterson; the city has money that was set aside in the TIF that would cover the costs for this no matter what we do, the money is there and that is why we amended the projects list.
k. Clark; sounds to me like we are limited to the $500,000 and if we are limited to the General Obligation Loan and that puts us in a precarious position if we need funding done the line.  Some real reservations about proceeding any further here.  Mr. Willett would the $500,000 would do anything for you.  Mr. Willett; no it wouldn’t and I agree with you if that in fact is the fact.  That is not what has been relayed to them. 

l. Marshall; as it sits right now, without the city purchasing the plant and equipment if we take that off the table as a tool for this discussion.  Is there any way that the city would have a sufficient revenue stream to go back to that revenue obligation. So if the city were in any way to entertain a $3.5 million loan request it would have to come under this revenue obligation approach.  Is there anything that you could see in a potential submission by the investment group that would in some fashion bump this into a category that from what you understand from Tom Germen that they would comfortable in looking at this or any we can get there with the facts we have before us.  Jeff; for the revenue piece there is not a revenue stream at this point. There really is not anything unless the city were to amend the TID to include the property and that there were significant improvements to the property which would then increase the assessed value which would increase revenues.  These revenues need to be in existence before applying for the loan.  The BCPL has been around for 148 years and have never done a loan on a projected revenue source.
m. As everything stands at this moment the general obligation revenue does not appear to be a possibility.

n. Clark; is there any benefit in going forward with the April 28th public hearing?  Heitkemper; doesn’t think there is any need to move forward and where does the County stand with their borrowing limit?  Marshall; the county determined last week that they were not joining in on the public hearing.  They need to get past the organizational side and then get through what was presented to them.  They would have the same type of general options with the BCPL.  Their borrowing capacity is much higher, however, we also need to keep in mind the county won’t be impacted as greatly as the city.  I think the county is interested but not making any steps forward at this time.
o. Marshall; keep the date as a scheduled date and if the investment group can come up with something then everything is in place.  This meeting can always be cancelled at a later date.

p. Jeff was asked if there was any other possible option.  There could be other options.  Remember that the $9.5 million (city and county) only gets you the plant.  A prudent lending decision you need to demonstrate that it is going to be repaid and then what ever the values of that property are you are only going to lend a certain percent of the value.
q. The city will postpone any decision and there will be a meeting on April 19th at 5:30.

Vlach/Hanish motioned to keep the schedule of this public hearing and proceed with looking for other options.  Carried

8. Committee Reports.

Ambulance – Next meeting will be April 27th.
Library – no becky, fund raiser, national library week, Dori Johnson did a painting fund raiser, Jeff Foytek senior selling and signing new book 
Chamber – checking into digital sign, web uploading new member list, established the 4th of July committee.
9. Clark/Klimowski– Adjournment – 6:40 pm.
