Attachment D

~ARDEN HILLS

MEMORANDUM
DATE: October 14, 2003 Agendaltem 4.A
TO: Mayor and Council
Michelle Wolfe, City Administrator
FROM: Aaron Parrish, Director of Community Development / Asst. City Admin. @
SUBJECT: Karth Lake Pumping Project Financing Options
ENCLOSURES: . Karth Lake Pumping Project Costs: Direct Expenses

. Karth Lake Pumping Project Financing Scenarios

. Scenario #1 Parcel Specific Estimates

. Scenario #2 Parcel Specific Estimates

. Scenario #3 Parcel Specific Estimates

. Scenario #4 Parcel Specific Estimates

. Surface Water Management Fund Retained Earnings
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Overview

At the September 29, 2003 Council meeting, the City Council approved proceeding with the
Karth Lake Pumping project. However, the ultimate approach to financing the project was
deferred to the October Work Session. Previously, the notion of a 50/50 split between the City
and Lake Improvement District was discussed. The intent was to share in all costs including
construction expenses, legal expenses associated with creating the Lake Improvement District,
and engineering expenses. Since the project came in significantly over the engineer’s estimate,
the Council wanted to explore the possibility of changing the approach to finance the project.
Discussion at the Council meeting ranged from changing the percentage allocation between the

Lake Improvement District and the City to changing what costs were ultimately included in the
total project cost.

As a follow up to this discussion, staff has prepared a series of four altermnatives each with
different cost and policy implications. These alternatives generally include the following:

1. Scenario #1: Previous Proposal. This scenario takes into account all direct expenses

associated with the project. The cost is split between the Lake Improvement District and
the City equally.
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2. Scenario #2: This scenario is an equal split between the Lake Improvement District and
the City, but only takes into account the expenses associated with the approved
construction contract.

3. Scenario #3: This scenario takes into account all direct expenses incurred by the City as a
result of the project, but changes the percentage allocation to 60% City and 40% Lake
Improvement District.

4. Scenario #4: This scenario only take into account expenses associated with the current
construction contract and changes the percentage allocation to 60% City and 40% Lake
Improvement District.

The net financial impact for all of the scenarios is outlined on the attached spreadsheet titled
“Karth Lake Pumping Project Financing Scenarios.” In addition, parcel specific estimates were
compiled for each of the scenarios and are included for your review as well. Finally, staff has
done a review of the potential impact of this project to the Surface Water Management Fund.
Since the Femwood Channel Pond is eligible for reimbursement from our Municipal State Aid
Construction Account, the retained earnings for the fund are higher than previously estimated for
year end 2003.

Requested Action

1. Provided for discussion and direction.
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Enclosure #1

' Karth Lake Pamping Project Cost: Direct Expenses

. | .  Constriiction Cohtract: $98,700
) ' “Design and Construction Engineering: $16,286

Lake Improvement District Legal Expenses $2,000

TOTAL -  $116,986



Enclosure #2

Karth Lake Pumping Project Financing Scenarios

Scenafio #1: Current Propesal

1 Year Average 3 Year Average 3 Year Range

Re&fdent Cast - $58,493 $424 §1,272 $551 to $1699
City Cost : §58;,403 N/A N/A N/A

Key Assumptions and Figures

1. Project Cost Used: All Dirett Expenses $116,986

2. Cily Percentage Cost Allocation 50%

3. Improvement District Cost Allocation 50%

4. Indirect expenses such as reduced interest earnings, ongoing maintenance of the district, and staff time are not included in the total project cost

Scenario #2; Constriiction Coritract Expense Only; Equal Percentage Distribution

1 Year Average 3 Year Average 3 Year Range

. Resident Cost $49350  $358 $1073  $465to $1603
City Share Cost $49.350  N/A N/A ©NiA
City Total Cost : . $67,636

| Key Assumptions and Figures
1: Project Cost Used: Construction Cofitract Only $98,700
2: City Percentage Cost Allocation 50%
3. Iipfovement District Cost Allocation 50%
. 4. Inditéct expenses such as reduced interest eammgs arigoing maintenance of the district, and staff time are not included in the project cost
5. Dnrect expenses for deSIgn englneermg, constructlon engineering, and legal expenses are not ingluded in thie total project cost

Scenaric #3: All Divect Expenses; 60/40 Pércentige Distribution

LT : o _ o 1 Year Average 3 Year Average 3 Year Range

Resldent Cosf ' : $46,794 $339 $1,073 $441 to $1520

City Cost : . i $70,192 N/a N/A N/A

Key Assumpiions and Figures

1.Project Gost Used: Construction Contragt Only  $116,986

- 2.-City Percentage Cost Allocation 60%

3. Improveirient District Cost Allocation _ 40% _

4. Indirect expénses such as reduced interest earnings, ongoing maintenande of the district, and staff ime aré not included in the project cost

'Scendrio #4: Construction Contract Expense Only; 60/40 Percentage Distribution

T ) 1 Year Average 3 Year Average 3 Year Rarnige
Resideit Cost’ C $39,480 $286 $858 $37210 51282

~ City Gost ~ - $59,220 N/A N/A N/A
Clty Total Cost $77,506

Key Assuimptions and Figures

1. Project Cost Used: Construction Contract Only $98,700

2. City Percéntage Cost Allocation B80%

3. Imiprovement District Cost Allocation 40%

4.'Indirect expenses such as reduced interest earnings, ongoing maintenance of the district, and staff time are not inéluded in the project cost
5. Direct expenses for design eéngineering, construction engineering, and legal expenses are not included in the total project cost
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. Enclosiire #7

Surface Water Management Fund Retained Earnings

Year End Balance for 2602
© 2003 Estimated Revenue
2003 Estimated Expenses
:Esfimated: Year End Balance for 2003
Estimated Year End Balance for 2004

,_-'TN'otéi 2003 Estifiiated Expenses will be an estimated
- $300,000 under budget since MSA Construction

Funds will cci_ve'r a portion of the Fernwood Channel

' ."P'o'nd

$666,016
$200,000
$361,200
$504,816
$373,969



