City of Nashwauk
Special Meeting – Bonding & Springsted
February 10, 2016

Mayor DeNucci called the meeting to order at 5:35 p.m. in the council chambers. 

Members present: Bolf, Heyblom, DeNucci, Gangl
Members absent: Marinaro 
Also present: Jamnick, Ketola, Paul Steinman of Springsted

Steinman took the podium and presented the council with information about refunding outstanding bonds for interest cost savings. For the city’s GO Improvement and Utility Bond, the estimated net savings could be approximately $19,000. 

Bolf discussed the 1st Street project to begin in 2018, a project that may need to be bonded. 

Steinman discussed the new recreation center project. For both aspects of the project—the artificial ice and addition for the community center—the costs are approximately $2.8 million, plus around $100,000 in financing costs. Because this would be a recreation project, the financing available would be very expensive unless the city were to hold a referendum, which would potentially mean a GO Bond, with the least expensive interest costs. Steinman also discussed lease revenue financing, which is a complex transaction. If the city had an EDA, that entity could borrow the money and lease the facility to the city. The lease payment would be paid through the levy. 

Steinman referred to 4 examples of debt service payments that would be paid over 20 years and the tax impact it would have for homes and businesses in Nashwauk. It gave the council a clear example of the tax impact. Heyblom discussed other financing options, including cash, savings and IRRRB grants to look at ways of cutting the debt service in half. 

Jamnick questioned the interest rates. Steinman said recreation facilities have the fewest financing options and are the most difficult project in the state to finance. Bolf, Heyblom and Gangl were convinced the city had a bond rating. Steinman said that rating would help a little with the financing.  

Jamnick asked if there was a cap on what the city could borrow. Steinman said under lease revenue there is no cap on what could be borrowed, but the impact would be significant. If the space was leased to another entity, such as the school, the lease payment would help make the payments. No entity as of yet would be in the position to be able to lease the space. 

Steinman discussed abatement bonds, but said they were usually used for economic development. The impact would be the same and the maximum would be $50,000 a year. 

There is a statutory debt limit of 3% of the estimated market value of the city, which Steinman put at $1.3 million. This would not apply to lease revenue, but rather the GO debt that the city levies for. 
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The city’s current debt load was discussed. Gangl said the city has a small debt load because the council has not been proactive, but rather reactive. He said the city needs amenities to attract and keep people here. DeNucci said it would be valuable to the community. 

*Motion by Bolf, seconded by Heyblom to adjourn at 6:10 p.m. 
Ayes all present—motion carried 




___________________________________
City Clerk 


 
