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emorandum

To: Mayor and City Council Members
From: Dan Walker, City Administrato
Date:  02/28/2017

Re: Special Assessment Policy

Attached within is the City of Two Harbors Special Assessment Policy. The policy
was created using the guidance of other policies from communities across the state,

the League of MN Cities Special Assessment Toolkit, as well as input from the City
Administrator, Finance Director, City Engineer, and City Attorney. The policy was
vetted through close work with the Finance Committee.

An assessment policy is the accompanying document to the CIP. The policy will
encompass a wide variety of issues that generally arise during the 429 assessment
process. The policy is intended to give the City Council, Staff, and the Community
guidance on how the assessment process works, how the improvements will be
financed, term of the assessments, eligible costs, methods of assessing, construction
standards, and the assessment percentage formulas. The formulas used were based
on the input of the financial plan created by Ehlers in the Summer of 2016, input
from Staff, and also from typical formulas used by other communities. The
formulas are seen as equitable and will ensure that we are able to remain financially
stable as we move forward with the CIP projects.

Please note that this document, along with the CIP, will need to be modified as the
scale and complexity of the projects move forward. It is intended to give us a
starting point, and was intended to be a simple and straight forward document.
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City of Two Harbors
Special Assessment Policy
Adopted February 27,2017

Purpose and Intent Statement

The purpose of this Special Assessment Policy is to set forth the policies and procedures
outlined in accordance with Minnesota Statues, Chapter 429 for the determination of special
benefit and the assessment of cost of the various public improvements which are constructed
and installed by the City of Two Harbors pursuant to law, charter, or order of the City
Council. These policies should serve as a guideline for the City Council, City Staff, and the
general public.

The City recognizes that city streets, utilities, and other City owned facilities have a finite
design life. The purpose and intent of these policies is to ensure consistent, uniform, fair, and
equitable treatment when practical to all property owners in regards to the assessment of

costs for special benefits to property for various improvements of publicly owned facilities.

Scope and Limits

The City Council reserves the right to vary from these policies if the policies act to create
obvious inequities, or where the assignment of special benefit to a particular property is
difficult because of an extreme or unusual situation, or if it is deemed to be in the best
interest of the City.

The Council may deviate from these policies if there is a written developer’s agreement
between the developer and the City that specifies how public improvements are to be paid
and provided that the developer meets all the requirements of the subdivision ordinance.

Definitions
Definitions adopted in Minnesota Statute 429.011 shall be used under this chapter.

Project Initiation and Hearing Process

This section described the initiation of improvement projects and the administration
required to receive final City Council action, pursuant to the requirements of Minnesota
Statutes Chapter 429,

4.1 Project Initiation

A. By Council Action: If the Council determines that an improvement is in the best
interest of the City, it can, without petition, initiate the improvement with a four-




fifths vote of the Council (per chapter 429). The City of Two Harbors seven member
council requires a six-sevenths vote for approval.

Generally, initiation will be based upon an inspection of City street conditions
conducted by The City Engineer and City Staff. The result of evaluation shall then
be used to determine the priority of street improvements in the City’s Five Year
Capital Improvement Plan (CIP). The City will typically improve streets that have
the highest priority first. However, circumstances may exist which would require
deviation from this objective.

By Petition: Citizen petition forms for initiating a street improvement will be
provided by City staff upon request of property owner(s). Such petitions circulated
by the affected property owners shall bear the signatures of property owners of not
less than 35% of the affected frontage as measured on a lineal footage basis.

When projects are initiated through this process, the costs of doing engineering
feasibility studies and associated project consideration costs may be borne by the
property owner(s) so petitioning. A deposit may be required of the petitioners prior
to commencement of the study to cover the costs of same if construction does not
proceed. If the project proceeds through construction and assessment, those costs
will be considered project costs and any deposit made would be credited accordingly
to the depositors.

Neighborhood Meeting and Hearing Process

Neighborhood Meeting: After the City Council initiates the project or a valid petition
is filed and its adequacy determined, the City Engineer will prepare a Preliminary
Feasibility Report. If it is determined necessary, Staff may hold a neighborhood
meeting with the owners of the properties that would be benefited by the
improvement. The purpose of the neighborhood meeting would be to gather
information and feedback from residents that may not have been included in the
feasibility report, or to answer any questions specific to the project or possible
assessments.

Improvement Hearing: After reviewing the feasibility report, a public improvement
hearing will be scheduled, notice will be published, and persons benefited by the
project will be notified in writing in accordance with applicable State Statutes.

If after the improvement hearing, at which all persons are heard, the Council feels
that the project is feasible, then the Council may authorize the preparation of
necessary plans and specifications. Upon receipt and acceptance of those plans, the
Council will authorize the advertisement for bids for the construction of the project.
Following award of a contract, construction of the improvement will commence.

Assessment Hearing: After the project is completed, a determination of the final
costs will be calculated and commence assessment process. The purpose of the
second hearing, commonly known as the assessment hearing, is to give property
owners an opportunity to express concerns about the actual special assessment.
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At least once and at least two weeks before the assessment hearing, the city must
publish notice of the hearing in the Lake County News Chronicle. At least two
weeks before the hearing the city must also mail notice of the hearing to each affected
property owner.

At the assessment hearing the council shall hear and consider all objections to the
proposed assessment, whether presented orally or in writing. The council has some
flexibility before it adopts the assessment roll and may change, or amend, the
proposed assessment as to any parcel. Council must, by resolution, adopt the same as
the special assessment against the lands named in the assessment roll. Once the
assessment roll is adopted the assessments are set and become liens against the
properties listed.

The assessment process must be completed before November 30 each year in order
for the assessments to be certified by Lake County.

Financing

A.

The Council shall establish an interest rate of the bond rate + 1% to be paid on unpaid
balances that may be necessary to cover bond administration, principal, and interest
payments.

Dedicated yearly improvement funds or one time appropriations will be used first to
defray City cost for the actual project. The remainder will distributed across the total
project cost whenever funding allows and only for projects completed within that year.
Grant funding will be applied to comply with the parameters outlined within the grant
fund limitations, and if possible, those costs will be used to defray the City share or
distributed across the total project cost.

Term of the Assessment

A.

The term of the assessments shall be determined by the Council for each project.
Consideration shall be given to the size of the project, amount of the assessment per
parcel, and any other financial factors in determining the length of the assessment terms.
The maximum term of assessments are outlined in Section 7.0.

The City will only consider authorized deferred assessments as outlined in Minnesota
Statute, Sections 435.193 to 435.195.

7.0 Maximum Term of Assessment for each improvement class

7.1 Surface Improvements

A. Bituminous Street 15 Years
B. Alley 15 Years

C.
D.

Grading and Base 10 Years
Sidewalks 5 Years if done independently- 15 Years if part of street reconstruction

E. Concrete Curb and Gutter 15 Years




F. Bituminous Overlays 10 Years
G. Aggregate Surface Streets 10 Years

7.2 Sub-Surface Improvements

A. Watermains 20 Years

B. Sanitary Sewer 20 Years

C. Sewer and Water Services 20 Years
D. Storm Sewers 20 Years

8.0 Eligible Costs

Where an improvement is constructed, which is of special benefit to properties within the
project area, it is the intent of the City Council that special assessments be levied against the
properties receiving the special benefit within that area to the extent of the special benefit.

In the event that city staff has questions as to whether or not the proposed assessments meet
the special benefits to the properties in question, the City Council may, at its discretion, order
benefit appraisals as deemed necessary to support the proposed assessments.

The City Council shall determine the total cost of the improvements in accordance with
Minnesota Statutes, Chapter 429 and as stated below:

A.

B.

The final construction costs;
The cost of labor and materials furnished by the City if not contained in contract costs;

The cost of engineering, legal, fiscal, and administrative services provided by City staff
or other parties;

The cost of acquiring property or right-of-way required by the improvement;

Interest cost incurred by the City between the time money is borrowed for the
improvements and special assessments are levied for collection; and

Any other costs which in the opinion of the City Council should be included as part of the
total project cost.

9.0 Methods of Assessment

9.1 Adjusted Foot Frontage




Generally, assessments will be based on a per foot frontage calculation subject to
modifications necessary to provide for minimum and maximum assessment for
residential, commercial, and industrial lots.

9.2 Area Method

The area method of assessment shall be based on the number of square feet or acres
within the boundaries of the appropriate property lines of the areas receiving special
benefit from the project. The assessment rate (cost per square foot/acre) shall be
calculated by dividing the total assessable cost by the total assessable area. On large lots,
the City Engineer may determine that only a portion of the lot(s) receives the special
benefit and may select a lot depth for the calculation equal to the special benefit received.
All properties included in the area receiving special benefit, including other governmental
areas, churches, etc. shall be assessable.

9.3 Per Lot Method

The City reserves the right at its sole discretion to utilize a “per lot” assessment
methodology when it appears to result in more equitable treatment of affected properties
with similar characteristics in a project area. A “per lot” assessment will calculate
assessable costs in the same manner as the “front foot” method. This amount will then be
divided by the number of assessable lots within a project area to yield the assessment rate
per lot. The ability to subdivide a parcel consistent with City zoning regulations will
result in corresponding number of “per lot” assessable units.

9.4 Per Each Method

The “per each” method of assessment shall be utilized when a property receives the sole
special benefit of the improvement. (Example: water services).

10.0 Minimum Standards for Public Improvements

The following standards are established by the City to provide a uniform guide for
improvements within the City. These standards shall be consistent with past practice
whenever practical and in accordance with all required local, state, and/or federal
guidelines. The minimum standards must also be in accordance with the City’s
Subdivision Ordinance and follow the guidelines outlined in the Standard Specifications
and Construction Requirements Manual prepared by MSA Professional Services, June
2005.

10.1  Surface Improvements

A. Surface improvements shall normally include all improvements visible on or above
the ground within the right-of-way or on City owned property and include, but not
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limited to, streets, sidewalks, alleys, trails, public parking lots, trees, s1gnage parks,
and playgrounds.

B. Prior to construction or completion of surface improvements, and where applicable,

10.2

all utilities and utility service lines shall be installed to all planned service locations
such as residences or buildings.

All surface Street improvement standards are defined below:

1. Subdivision Policy and The Manual for Standard Specifications and
Construction Requirement, June 2005 will be used for new
construction projects.

2. Reconstructed Streets, sidewalks and trails will be reconstructed to
the existing width and class whenever feasible. Deviations to this will
be considered by petition of residents or under advisement from the
City Engineer and Public Works Superintendent.

3. Reconstructed Alleys shall be sub-cut and appropriate base layer and
class V.

Sub-Surface Improvements

Subsurface improvements shall normally include such items as water distribution,
sanitary sewer, storm sewer, natural gas, or electrical lines.

Sub-surface improvements shall be made to serve current and prOJected land uses.
All installations shall conform to applicable standards established by local, state,
and/or federal agencies.

Assessment Formulas

The following is the typical City assessment for various specified improvements. This policy
is in accordance with the provisions established in Resolution No. 9-134-93 adopted
September 14, 1993 and amended by Resolution No. 7-112-03 adopted July 28, 2003
(Exhibit A). The assessable portion of the affected property owners and based of the total
project cost shall be determined as follows:

11.1

Street Improvements

A. New Construction. 100% of the cost to improve the street by establishing the
grade, installing road base, curb, gutter and pavement shall be the responsibility
of the property owner or the developer.

B. Reconstruction. Streets which have been improved but have deteriorated through
age or other circumstances determined by the City Council to be beyond the
control of the City, and require total reconstruction, will be on a cost share basis
of one half (50%) to the City and one half (50%) to the property owner.
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Overlays. One half (50%) to the City and one half (50%) to the property owner.

Seal Coat/Maintenance. Maintenance of improved streets is the sole
responsibility of the City includes patching, repairs to curb and gutter. Property
owners may petition for overlay of streets or alleys at their cost. If a majority of
the affected property owners approve the City will follow the special assessment
procedure and initiate the project.

City Street Sides (north/south) Where the majority of parcels have their side
lots adjacent to the street, three quarters (75%) to the City and one quarter (25%)
to the property owner. Where the parcels predominantly face the street with their
fronts (address side), one half (50%) to the City and one half (50%) to the
property owner.

Gravel Streets. One half (50%) to the City and one half (50%) to the property
owner.

Alleys. One half (50%) to the City and one half (50%) to the property owner.
Standards for alley reconstruction is outlined in Section 10.1.C.3. If residents
wish to have an existing alley upgraded to a paved alley, they must follow the
procedure outlined in Section 4.1.B and will be responsible for 100% of the
assessable portion of the cost of the upgrade.

Sidewalks and Trails.

A.

New Development 100% of the cost to install new sidewalks or trails in newly
developed areas shall be assessed to the properties abutting the improvement and
in accordance with the Master Sidewalk and Trail Plan.

New Construction in Developed Areas or Reconstruction. One half (50%) to
the City and one half (50%) to the property owner and in accordance with the
Master Sidewalk and Trail Plan.

Storm Sewer

A.

New Development. 100% of the cost to install all new storm sewer piping,
pumping stations, culverts, ditches, storm water treatment facilities and any other
improvements which will facilitate storm water mitigation.

Reconstruction. One half (50%) to the City and one half (50%) to the property
ownet.

Sanitary Sewer

A.

New Construction Main Lines. 100% of the cost to install all new.
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B. Reconstruction Main Lines Seventy-five percent (75%) to the City and one
twenty-five percent (25%) to the property owner.

C. Oversized or Trunk Lines 100% City Share.

D. Service Laterals 100% Property Owner.

Watermains

A. New Construction Main Lines 100% of the cost to install all new.

B. Reconstruction Main Lines. Seventy-five percent (75%) to the City and one
twenty-five percent (25%) to the property owner.

C. Oversized or Looping 100% City Share.

D. Service Laterals. 100% Property Owner.
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RESOLUTION NO, 9-134-93

RE-ESTABLISHING POLICY FOR ASSESSMENT
OF STREET TMPROVEMENT AND UTILLTY EXTENSTON COSTSs

WHEREAS, the City Council of the city of Two Harbors believes
the present street dmprovement assessment poliay should ba amended
to provide for major reconstruction of a -previously improved

roadway, therefore

BE IT RESOLVED, that the present property assessment policy
for street improvements be reconfirmed as follows:

1)  Properties which abut previously unimproved streets be
assessed one hundred percent (100%) of the aost to
improve the street by establishing grade, installing road
base, curb, gutter and pavement.

2) Maintenance of ilmproved streets ig the sole
responsibility of the clty and includes patcohing, reépaiis
to ourb and gutter and occasional overlay of ewxisting
pavement when city funds may be available. Property
owners may petitlon for overlay of streets or alleys at
their cost. “If a majority of the affected property
owners approve the City will follow the special
assessment procedure and initiate the project.

3) Extension of water and sewer mains are assessed at one
‘hundred percent (L00%) cost to affected property owners.
Exlsting water and sewer mains which ave in need of
repalr oxr replacement will be done at cost to the city.

BE IT RESOLVED FURTHER, that this poliocy be amended to
establish the Following provision: :

4) Streets which have been improved but have deterlorated
through age or other ciroumstances determined by the City
Council to be beyond the control of the city, and require
total reconstruction, will be on a cost share basils of
two thirds (66 2/3%) to the Clty and one third (33 1/3%)
to the property owner. Total reconstruction is defined
as replacement of existing pavement, ourb and gutter and
providing adequate road base. ’

ADOPTED This 13th day of September 1993,
) 3’4 D //}*—‘l\

o
<§%§%%§i;71«4£f231/f“
ATTEST: Z/;f /
' ﬁﬁw <] paorrtin

President, City Council

Adini/viisti‘ator
APPROVED By the Mayor of the City of Two Haxbors this 14th day
of September, 1993.: o (
. =
\L/'\_—G{i.,\,;\ o, fl\\ ﬁ(.l,b%

Mayoi///

.,




RESOLUTION NO., 7-112-03

AMENDING THE POLICY FOR ASSESSMENT OF STREET IMPROVEMENT COSTS
BY INCREASING THE PROPERTY OWNER'S PARTICIPATION OF THE COSTS
TO 50%

WHEREAS, Resolution No. 9-134-93 re-established the policy for assessment of street
improvement and utility extension costs, and provided that strests which have been improved
but have deterlorated through age or other clrcumstances determined by the City Council to
ba beyond the control of the City, and require total reconstruction , will be on a cost share
basls of two thirds (66 2/3%) to the Clty and one third (33 1/3%) to the properly owner, and

WHEREAS, the City Councll belleves it would be In the best interests of the City to
amend sald policy, now therefore .

BE IT RESOLVED, by the City Councll of the City of Two Harbors, that the Policy of
Assessment of Straet Improvement and Utllity Extenslon Costs is hereby amended as follows:

Streets which have been improved but have deterforated through age or other
clrcumstances datetrhined by the City Councli to be beyond the control of the City, and
require total reconstruction, will be on a cost share basls of one half (50%) to the City and one

half (50%) to the proparty owner.

-

ADOPTED, this 268" day of July, A.D., 2003,

President, City

ATTEST: &u @ FKQQ;

Adminlstrator

APPROVED, hy the Mayor of the City of Two Harbors £his 29" day of July, 2003,

M [

ayor




