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CITY OF HIAWATHA

SPECIAL MEETING

CITY COMMISSION MINUTES
THURSDAY, JULY 24, 2008 5:30 P.M.
HIAWATHA CITY HALL

723 OREGON ST.

1. Pledge of Allegiance/ Call to Order
The Hiawatha City Commission met in special session on Thursday, July 24, 2008, at 5:30 p.m. with Mayor Gernon, Commissioner Denton, Commissioner Collins and Commissioner Sheeran present.  Commissioner Shamburg was absent.
2. Consider Approval of an agreement for economic development services with Silverthorne Development, LLC.
City Administrator Ladner stated that a development service agreement was drafted in part by the attorney’s for Silverthorne Development and was revised by our city attorneys.  This development service agreement is for the purpose of the Speco project and provides an agreement between the City and Silverthorne to be the developer should Speco choose to locate their facility in Hiawatha.  They would like the agreement formalized so they can start putting things in place.  This agreement is just for the Speco project and is not tied to any future development.  The suggestion by the city attorney is to tie it to full-time employees’ equivalence which is what we have done in the past.  An e-mail was provided which documents from Speco  their intended employees.  They are looking at hiring approximately 15 people for this project that salary ranges between $50k to $100k, 15 people with a salary range between $50k and $80k, 20 with a salary range between $40k to $60k and about 120 additional people at a $25k to $40k a year range.  That would bring the total amount to 170 employees for this project alone.  This would meet or exceed any other employment levels that were required in the past for salary range.  The e-mail goes on to say how many will be local and how many will be from the company perspectives.  The majority will be local employees.  There would be people coming from Kansas, Nebraska and some from Missouri to work.

Administrator Ladner was not sure if it would be $15 an hour, but at least 50 employees would be $15 an hour range with health benefits, etc.  This gives them the option to purchase the land for a $1 as part of the project.  This is part of the City’s contribution to get this project here and reduce the cost of the building if there’s not an additional land price that has to be factored into it.  There is a termination and buyout clause in the event that we move forward with the project and either they are unable to move forward or if they decide to build the building themselves, it does allow us to get out of the agreement.  Administrator Ladner also stated that Attorney Hilary Boye is here to speak on behalf of the city attorney’s if there are any legal questions.  We’re at a point where the decision of moving forward with this project or being stuck a week and a half from the site visit and potentially not having anyone to build this building if they do decide to come here and don’t want to own it and build it themselves.

Commissioner Sheeran asked if it would be the City’s part to purchase the ground.  City Administrator Ladner stated that they would purchase the ground for a dollar.  Commissioner Sheeran stated that it would be the City’s part to come up with the money for the ground and then donate it to them for a dollar.  We would have some long term debt in terms of the ground.  Is there a safety margin for the City if things don’t work out.
City Administrator Ladner stated that we won’t exercise that option to purchase the ground until there has been a contract signed for them to come here.
Mayor Gernon stated that there are a lot of unknowns as far as size of building and actual number of employees.  Until Speco comes here and we start to negotiate that deal, which is subject to city commission approval, there is still the ability for a PILOT program.  The trouble right now is we’re trying to get someone to put up a $16 million building.  That is double what the assessed value of the City is.  There is no one in the city limits who could put up a $16 million building.  It’s a good thing in one way because we’re actually getting to a point where we are talking to a company who at least has Hiawatha on the map.  Unless there is an agreement in place, what Silverthorne is asking is that if Speco comes and they spend time lining up financing and setting up, Silverthorne wants to be the ones doing the building.  We’ve talked to the banks and no one will step up to do this building.  
Commissioner Collins asked about the unknown cost if it doesn’t happen.  City Administrator Ladner stated that if it doesn’t move forward we won’t be paying anything.  Commissioner Collins asked if there were any clauses or contracts to pay fees.  Commissioner Sheeran and Attorney Boye stated that there is a $10k buy out fee and that’s after the project is started.  Mayor Gernon stated that that’s if we decide not to use Silverthorne.  Commissioner Collins asked if they come and they don’t get the deal, are there any hidden fees.  City Administrator Ladner stated that that’s why the termination and buy out clause is in the agreement.  Mayor Gernon stated that this is substantially different and that Assistant City Attorney Hill has made quite a few changes to the agreement and it has to go back to Silverthorne and there may still be more changes.
Commissioner Sheeran made a motion, seconded by Commissioner Denton, to approve the agreement for economic development services with Silverthorne Development, LLC.  Motion carried.  4 ayes.

Attorney Boye stated that in article 3, at the end, in parenthesis it says, who pays for bond counsel.  This is a decision the city attorney wants the commission to decide.  City Administrator Ladner stated that usually the IRB’s are generally set up by the company.  It’s been the City’s policy in the past that the company applying for the IRB bond pays for the bond.  The policy in place states that the company pays but has to use the City’s designated bond counsel.  Attorney Boye stated that in article 5, section 2, it states the type of fees.  It’s probably up to the developer, but not sure.  Mayor Gernon stated that they had not been approached about any fees.  Commissioner Collins asked if there had been a complete research done on the fees.  City Administrator Ladner stated that she has never been asked to pay any fees and hadn’t realized that there was a developer’s fee in the agreement until Attorney Boye had pointed it out.  Mayor Gernon stated that they want a reasonable development fee to be paid for out of the sale and or financing.  He would like that paragraph thrown out.  Commissioner Sheeran stated that if we are going to sell the land for a dollar, we shouldn’t pay for any additional fees.  Mayor Gernon stated that this will be a big development project.
Next, Attorney Boye stated that the final notation would be on article 7, section 2, and subsection (a), expense to the owner of the utilities.  They want us to show them the utilities and what it cost the City.  Mayor Gernon stated that we won’t know the cost until it’s completed.  Attorney Boye stated that City Attorney Cashman thought that most of the utilities are already there.  City Administrator Ladner stated that water and sewer are at the Crosswinds building, electric substation is at 12th Street and U.S. Hwy. 36.  There is not going to be an overwhelming cost.  Mayor Gernon stated that the big thing is rail and land.  We’re hopeful for low interest loans and grants to get the rail in.  He also stated that there are blanks in acres.  City Administrator Ladner stated that Speco has asked for up to 50 acres but have not specified a specific amount.  Obviously we don’t want to tie up more than we need to.  She also asked if we want to make the employment blank up to 150 employees.  Commissioner Collins stated that he wanted to know exactly where we’re at in the process and he didn’t have a problem authorizing Mayor Gernon to sign the agreement.  Mayor Gernon stated that we don’t have the ability in Hiawatha to put up a building like this.  It allows them to be the developer.  City Administrator Ladner stated that they can negotiate with financiers for better rates that they can lock in now rather than a month or two down the line when we don’t know what the market will be like.
Commissioner Sheeran made a motion, seconded by Commissioner Denton, to have Mayor Gernon sign the agreement as adjusted by the Attorney’s office.  Motion carried.  4 ayes.
Mayor Gernon made a motion, seconded by Commissioner Denton, to go into an Executive Session with City Administrator Ladner and Attorney Boye to discuss real estate at 6:00 p.m. for 15 minutes.  Motion carried.  4 ayes.
Commissioner Collins made a motion, seconded by Commissioner Sheeran, to return to open session at 6:15 p.m.  Motion carried.  4 ayes.
Commissioner Collins made a motion, seconded by Commissioner Sheeran, to authorize the Mayor to sign the real estate acquisition option documents related to the Speco project.  Motion carried.  4 ayes.
3. Adjourn.

Commissioner Sheeran made a motion, seconded by Commissioner Denton, to adjourn.  Motion carried.  4 ayes.
Meeting adjourned at 6:18 p.m. 
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