
 

   
 REPORT/RECOMMENDATION 

To: MAYOR AND COUNCIL Agenda Item VIII. D. 

From: Scott Neal   Action 

 City Manager   Discussion 

Date: August 6, 2012   Information 

Subject: Special Assessment Policy Revision   

 
 
ACTION REQUESTED: 
Approve proposed revision to the Special Assessment Policy 
 
INFORMATION/BACKGROUND: 
At the 2012 Council Retreat in February, the Council expressed support for a study of 
the City’s special assessment policy and practices in order to make the policy less 
burdensome on property owners.   
 
City staff engaged the public finance consulting firm Northland Securities to study our 
special assessment policy and to develop alternative special assessment financing 
models.  Representatives from Northland and City staff presented the Council with the 
results of the study and the alternative financing models at the June 5 City Council Work 
Session.  After considerable discussion, Council directed staff to prepare a revision to 
the City’s special assessment policy which included the following changes: 
 
1. Extend repayment period for special assessments from 10 to 15 years. 
2. Restructure the payments from a declining principal formula to a level payments 

formula. 
3. Decrease the spread between the interest rate of the City’s project financing and 

what is added to the special assessments that are financed by the City from 2% 
to 1%. 



4. Exclude sidewalk, trail and lighting costs from Project Costs subject to the cost 
share formula.  These costs would be paid from a new revenue source:  utility 
franchise fees. 

5. Evaluate the potential impact on utility rates of shifting the cost share burden 
from the property owner to the City for the costs of replacing the sanitary sewer 
lateral from the home to the main. 

 
 
 
The attached policy revision incorporates all of the policy directives suggested by the 
City Council except the directive 5.  Staff have evaluated the concept of shifting the cost 
burden of all underground utility repair and replacement to the City.  The estimated cost 
of that proposal, however, was excessive and would require an increase in our utility 
rates of more than 50%.  In lieu of that proposal, staff have proposed the inclusion of 
underground utilities, including the ability to special assess sump pump removal or 
redirection, into the proposed policy revision with a repayment period proposed of 15 
years. 
 
The policy changes in directives 1, 2 and 3 are beneficial to property owners at a 
modest impact to the City.  Taken together, the extension of the repayment period; the 
restructuring of the payment formula; and the reduction of the interest rate spread will 
have the effect of reducing the annual payment on a $10,000 special assessment from 
$1,375 per year for ten years to $868 per year for 15 years.  The total repayment under 
the current policy in this scenario is $13,750.  Under the proposed revised policy, the 
total repayment in this scenario is $13,020. 
 
Finally, the creation of the Pedestrian and Cyclist Safety Fund with new utility franchise 
fees will provide the City with the ability to remove the costs of new sidewalks and other 
pedestrian improvements from special assessment projects, but also enables the 
Council to realize an important goal of expanding and improving the City’s non-
motorized transportation facilities and infrastructure all over the City. 
 
 
RECOMMENDATION: 
Any City’s special assessment policy can be a lightning rod for negative attention.  But, 
the City could not make necessary infrastructure improvements to the City and keep its 
competitively low property tax rate without a special assessment program.  I believe the 
proposed policy revision will allow the City to continue its infrastructure improvement 
program and provide a moderated impact to impacted property owners in the future.  I 
recommend the Council approve the proposed revision.  
 
ATTACHMENT: 
Proposed Revision to the City of Edina’s Special Assessment Policy 
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