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Detroit Lakes, Minnesota
March 6, 2017

The Special Meeting of the City Council was called to order in the Council
Chambers of the City Administration Building at 5:00 PM, March 6, 2017; all members
of the City Council having been notified of the meeting and the business to be transacted.

Present:  Mayor Matt Brenk; City Administrator Kelcey Klemm; Account
Technician Stacy Gray; Finance Officer Pam Slifka; City Engineer Jon
Pratt; Police Chief Steven Todd; Community Development Director
Larry Remmen; Public Utilities General Manager Vernell Roberts and
Public Works Director Bradley Green

Aldermen: Imholte, Josephson, Marks Erickson, Schiller, Schurman, Sukke,
Wenner and Zeman

Absent:  Alderman Boeke

Mayor Brenk opened the meeting noting the Special Council Meeting discussion
and action would be limited to the only topic on the agenda.

Pursuant to notice having been published in the official newspaper that the
Council, at this present meeting, would conduct a public hearing to receive public
comment on the proposed resolution to seek legislation for a local option sales tax.
Mayor Brenk called the hearing to order at 5:05 PM.

Mayor Brenk introduced a resolution to seek legislation for a city sales tax. The
resolution states:

IN THE MATTER OF AUTHORIZING THE MAYOR AND CITY ADMINISTRATOR
TO SEEK LEGISLATION AUTHORIZING THE VOTERS OF THE
CITY OF DETROIT LAKES TO VOTE ON THE ESTABLISHMENT OF A
CITY SALES TAX FOR THE CITY OF DETROIT LAKES

WHEREAS, the City of Detroit Lakes has identified several capital projects within the
community which require construction and improvement; and

WHEREAS, these projects have regional significance in that they either provide services,
jobs, water quality improvements, or recreational opportunities for the many non-Detroit
Lakes residents that utilize the City of Detroit Lakes services and facilities; and

WHEREAS, Local Government Aid that is provided to the City of Detroit Lakes for
2016 is less than half the amount that was received in 2001, a reduction of over $830,000;
and
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WHEREAS, reduced Local Government Aid hampers the City’s ability to provide capital
maintenance of various public facilities and to make necessary infrastructure
improvements; and

WHEREAS, the City of Detroit Lakes is mandated by the State of Minnesota to upgrade
its wastewater treatment facility to comply with stringent regulatory standards; and

WHEREAS, offsetting revenue is needed to maintain an affordable wastewater rate for
the citizens of the City of Detroit Lakes; and

WHEREAS, the taxpayers of the City of Detroit Lakes are burdened by property taxes
and should not be further burdened with the full cost of providing services to non-Detroit
Lakes residents; and

WHEREAS, a city sales tax could generate the revenues needed to provide the necessary
capital improvements; and

WHEREAS, the Mayor and City Council of the City of Detroit Lakes would like to have
the legislative authorization to have the voters of the City of Detroit Lakes vote on the
establishment of a city sales tax for the City of Detroit Lakes; and

NOW, THEREFORE, BE IT RESOLVED By the Council of the City of Detroit Lakes,
Minnesota,

1. The Mayor and City Administrator are hereby authorized to seek legislation
authorizing the voters of the City of Detroit Lakes to vote on the
establishment of the city sales tax for the City of Detroit Lakes.

2. That the proposed city sales tax rate shall be one-half of one percent.

3. That the proceeds of the city sales tax would be used to pay the cost of
collecting the taxes and to pay for all or a part of the following:

a. $8,000,000 for wastewater treatment plant improvements;

b. $3,200,000 for construction and improvement to regional recreational
facilities including Washington Ballfield, Kent Freeman Sports Arena,
Detroit Lakes Community and Cultural Center, and Detroit Mountain
Recreation Area;

c. $6,100,000 for construction and improvements to regional service
facilities including Detroit Lakes Public Library, Detroit Lakes Police
Department, and Boys & Girls Club of Detroit Lakes;

d. $2,000,000 for storm sewer infrastructure improvements; and
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e. $6,700,000 for Detroit Lake lakefront development including construction
and improvement to the Pavilion, street and utility improvements,
streetscapes, and sidewalks/trails to Washington Avenue and West Lake
Drive.

4. The tax would expire at the earlier of (a) 25 years or (b) when the City
Council determines that the amount of revenues received from the taxes to
finance the improvements equals or exceed $26,000,000.00, plus the
additional amount needed to pay the costs related to issuance of bonds
including interest on the bonds

City Administrator Kelcey Klemm made a presentation and explained in great detail the
resolution to seek Special Legislation for a Local Option Sales Tax for the City of Detroit
Lakes. He stated the resolution is a request to the State to allow the City to conduct an
election on the implementation of a Local Option Sales Tax. The resolution is not an
approval of the sales tax or an approval for any project mentioned in the resolution.

City Administrator Klemm stated the resolution is required by State Statute to establish
the proposed sales tax rate, what the sales tax will be used for, how much tax it will
generate, and how long the sales tax will be in place. He also emphasized that this
resolution is the first step to a long legislative process. City Administrator Klemm
explained that should this resolution pass, the next steps are to seek Special Legislation to
hold a Special Election. If the Local Option Sales Tax passes at the Special Election,
then the City Council has to adopt an Ordinance and submit approval to the MN Dept. of
Revenue.

City Administrator Klemm reviewed the categories identified with budget amounts that
would be funded with the local option sales tax. He also highlighted the specific projects
within those categories.

$8M for Wastewater Treatment Plant Improvements:

The total estimated project cost is $34-$35M with roughly $15M of that cost is associated
with meeting new permit requirements. The City is anticipating a Point Source
Implementation Grant in the amount of $7M. ($15M - $7M = $8M is being proposed for
the Sales Tax funding.) The proposed sales tax would help close the gap in State Grant
funding.

$3.2M for Regional Recreational Facilities:

Washington Ballfield — In 2011, Ulteig Engineers did a Structural Assessment of the
grandstand. The study indicated the structural steel members are in “an acceptable
condition” and the decking, wood walls, and concrete slab should be replaced. The
opinion was that the existing structure could “be economically repaired”. Current
budgetary amount is $400,000.
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Kent Freeman Sports Arena — The Capital Maintenance Plan for the Sports Arena
includes a variety of deferred and upcoming capital maintenance items that totals over
$1.5M worth of projects over the next 15 years. These projects include: Ice making
equipment such as compressors, condensers, etc., energy efficiency improvements
including lighting and insulation, as well as other building improvements such as parking
lot, locker rooms, furnaces, bleachers, etc.

Detroit Lakes Community and Cultural Center — DLCCC is city-owned, and operated by
non-profit management organization. DLCCC has provided a Capital Maintenance Plan
that identifies over $2M in needs over the next 15 years. The need include lockers, pool,
parking lot, water heaters, roofs, boilers, furnaces & HVAC, theatre. DLCCC has
requested that the City contribute $75K per year to fund the Capital Maintenance Plan
(DLCCC operation would provide match $75K).

Detroit Mountain Recreation Area — DMRA is city-owned, and operated by non-profit
management organization. DMRA has been recommended by the GMRPTC to receive a
$1,246,000 Legacy Amendment Grant for trail development and other improvements.
The grant award excluded some of the paving projects and trail lighting and snowmaking
for Nordic Ski Trails.

$6.1M for Regional Service Facilities:

Detroit Lakes Public Library — The Capital Maintenance Plan for the Library includes a
variety of deferred and upcoming capital maintenance items including HVAC
Improvements to replace A/C unit and upgrade existing pneumatic controls. This will
cost approximately $60K. As well as other future building improvements include roof,
carpet, parking lot, etc.

Detroit Lakes Police Department — In 2015, the City commissioned a Facility Assessment
& Space Needs Study of the Police Department and City Administration Building. The
Study has identified that approximately 17,800 square feet is needed to meet the staff’s
and community’s needs. The current Police Department is only 6,000 square feet.

Boys & Girls Club of Detroit Lakes — The Boys & Girls Club building is city-owned and
the Boys & Girls Club leases the building. They are seeking City support for a capital
building campaign.

$2M for Storm Water Improvements:

Several projects have been identified over the past few years to make storm water
improvements, including West Lake Drive from Legion to County Road 6, South Shore
Drive, North Side Basin Improvements in the North Industrial Park. In addition to those,
the City also discharges storm water to the St. Clair Lake watershed. Based upon the St.
Clair Lake TMDL, the Detroit Lakes MS4 has an established goal of reducing
phosphorous loading by 49%.
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$6.7M for Lakefront District Improvements:

Pavilion — The Pavilion was originally constructed in 1915. In 2012, BHH Partners did a
Building Assessment to identify building deficiencies and how to make it a 4-season
facility. Structural issues include deteriorating concrete walls, moisture problems,
shifting foundation, leaking roof, HVAC upgrades and lack of insulation. The Building
Assessment identified a variety of options from repairs to remodeling to replacement.
Some improvements have been made since 2012 but structural issues and annual
maintenance items remain. The assessment “recommended that the original structure be
removed and replaced, salvaging the original steel structural elements for reuse within a
new structure in an aesthetic function.” The current budgetary number for the Pavilion is
$3.3M.

Washington Avenue & West Lake Drive -

To address the concerns raised last month, the project list has been clarified to include
only Washington Avenue from Willow to North Shore Drive and West Lake Drive from
North Shore Drive to Legion Road and not the extension of North Shore Drive. These
improvements were identified in the 2008 Business Corridors Study and include the
continuation of the Washington Avenue theme with concrete, streetscaping, plantings,
and decorative lighting. The current project budget is $3.4M.

City Administrator Klemm stated that a local option sales tax would reduce the burden on
Property Taxes and City Ratepayers. There is no other way for the City to pay for these
projects other than with property tax and utility fees. A local sales tax would generate
about $1.1M. A Sales Tax provides revenue from outside users who use the City
facilities.

City Administrator Klemm commented a sales tax is not a new concept. It has been
discussed for years dating back to the food & beverage tax discussions but more recently,
this discussion began last November when the City did some capital improvement
planning and looked at the impact of doing these projects along with other street and
utility improvement projects. The combined impact to property taxes made the City look
closer at the sales tax. The timing makes sense since we are expecting an Omnibus Tax
Bill this Legislative Session (2017) along with numerous other communities proposing
local sales taxes. However, City Administrator Klemm said seeking special legislation in
2019 is still an option.

Mayor Brenk opened the hearing up for questions. After all questions had been asked,
Mayor Brenk then asked for comments.

Tom Frank, 1015 Minnesota Avenue, appeared before the Council and commented that
sales tax provides revenue from outside visitors who attend WeFest and lake residents
who live on surrounding lakes.

Tom Harper, 1305 Minnesota Avenue, appeared before the Council and expressed that
the proposed sales tax is a bad idea and should only be in response to a specific need. He
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commented that the North Shore Drive extension project should be permanently removed
from future City plan and no longer proposed unless the need can be shown and all costs
can be made public in advance. He strongly encourages the City to not seek a sales tax.

Moriya Rufer, 1126 Minnesota Avenue, appeared before the Council and expressed her
support of the City Sales Tax. She stated the projects are important, and the sales tax
would be a better option to generate funds versus raising property taxes. It would share
the cost of improvements with the tourists who enjoy the City of Detroit Lakes.

David Vareberg, 18588 US Highway 59, appeared before the Council and expressed that
he is not in favor of a sales tax.

Pat Johnson, 1250 Minnesota Avenue, appeared before the Council and expressed the
City has lots of amenities. She feels the DLCCC and Detroit Mountain should be self-
sustaining and not need money from a City sales tax. She believes the list of projects are
not necessary.

Kyle Braaten, 1313 Lake Avenue, appeared before the Council and expressed his
concerns with the language in the resolution. He would like Item E removed or re-stated
to specifically exclude the North Shore Drive extension.

Rebecca Vinje, 1305 Lake Avenue, appeared before the Council and expressed her
concerns regarding how an updated corridor study would impact for her neighborhood.

Bob Merritt — 1241 Minnesota Avenue, appeared before the Council and expressed that
the extension of North Shore Drive would dissect his neighborhood. He requests that the
North Shore Drive Extension no longer be considered.

Laurie Lynch Fong — 1992 Long Bridge Road, appeared before the Council and
expressed she would like Item E on the resolution be amended to exclude any extension
of North Shore Drive.

Sharon Josephson — 1567 East Shore Drive, appeared before the Council and expressed to
audience that the City is looking for approval to start the beginning of a process. There
are many steps to this process. She commented she has observed other communities that
have waited far too long to complete projects and they become more expensive. She also
stated she has witnessed other communities spread the tax burden among the people that
use the facility not only the citizens where the facility is located. She again urged the
citizens to remember this is simply the beginning of a process.

Ben Grimsley — 800 West Avenue, appeared before the Council and asked the Council to
amend the resolution if they are in support of a sales tax. He feels there is far too much
latitude in regards to the project list and dollar amounts. He is also not in favor of any
extension to North Shore Drive.
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Stu Omberg — 450 Willow Street, appeared before the Council and complimented the
City for taking a proactive approach to the needs listed in resolution. He stated he feels
these projects are needs and not wishes. He appreciates the City seeking options to
spread the tax burden to all users not just property owners in Detroit Lakes. He supports
the City’s efforts to address these issues now and supports the resolution.

Bob Louiseau — 2322 St. Clair Circle, appeared before the Council and expressed that he
has reviewed the resolution and said the projects included are critically important to the
future of our community. He stated all the projects listed are of regional significance and
therefore it is important to look at a regional tax base to support regional facilities and
projects. He said the Waste Water Treatment Facility and the Stormwater Improvements
are critical projects and each offer different challenges. He said this sales tax would help
fund the projects in a proactive manner. He urged the council to move ahead and seek
legislation for a city sales tax.

There being no further comments, Mayor Brenk closed the hearing at 5:55 PM and the
Special Council Meeting was reconvened for Council discussion.

Mayor Brenk commented there was a motion tabled during the Council meeting on
February 14, 2017. He recommended that the previous motion be withdrawn since the
resolution has changed. Alderman Wenner withdrew his motion. The motion to
withdraw the previously tabled motion was seconded by Alderman Schurman.

In response to the comments from the citizens, Alderman Zeman recommended
excluding North Shore Drive from future project lists. Mayor Brenk deferred to the City
Attorney. City Attorney Ramstad said you could amend the resolution to specifically
state that sales tax revenue would not be used for the North Shore Drive extension, but a
future Council may have interest in many different projects and the current Council
cannot prevent that.

Alderman Imholte asked for clarification of the timeline in regards to the special election
for the sales tax. City Administrator Klemm stated that within two (2) years of receiving
approval from special legislation, the citizens would need to vote on the sales tax
proposal.

Alderman Schiller asked if funding the Wastewater Treatment facility with this sales tax
could reduce the money that could potentially be funded by the bonding bill. City
Administrator Klemm said there is not a definitive answer. Public Utilities General
Manager Vernell Roberts stated that the Chairman of the Senate Bonding Committee was
very adamant there will be no amendments to the current bill and we are not included in
that bonding bill. He continued to say we are working to find a way to be included.

Alderman Imholte stated he would like Item E eliminated, but he supports the projects
defined in Items A-D. However, Alderman Imholte suggested alternative language if the
Council wants Item E included. Alderman Schiller agreed that Item E was too vague and
also stated she does not support the current resolution.
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Alderman Zeman made a motion to approve the resolution with Item E amended as
follows:

e. $6,700,000 for Detroit Lake lakefront development including improvement to
the Pavilion and City Park, streetscapes, parking, and sidewalks/trails to
Washington Avenue and West Lake Drive and excludes the North Shore
Drive extension.

The motion for the adoption of the resolution was seconded by Alderman Wenner.
Alderman Wenner stated for the record that all the projects to be funded by proposed city
sales tax will still need to follow the past practices of holding public hearings and
Council approval.

After further lengthy discussion, Mayor Brenk called for a roll call vote. Those in favor
were: Aldermen Wenner, Sukke, Josephson, Marks Erickson, Zeman, Schurman and
Imholte. Alderman Schiller opposed. The motion carried and Mayor Brenk declared
Resolution 0306 adopted.

There being no further business to conduct, by general consent, Mayor Brenk
adjourned the meeting at 6:40 PM.

Respectfully submitted,

Stacy Gray, Account Technician



