DEEPHAVEN CITY COUNCIL MEETING

MONDAY, APRIL 21, 2014

MINUTES

1. CALL MEETING TO ORDER:  Mayor Paul Skrede called the meeting to order at 6:00 p.m.

PRESENT:
Mayor Paul Skrede, Councilmembers Steve Erickson, Josh Hackney, Keith Kask and Darel Gustafson

STAFF:
Police Chief Cory Johnson, City Assessor Dan Distel and City Administrator Dana Young

2. PLEDGE OF ALLEGIANCE
The Council recited the Pledge of Allegiance.

3. LOCAL BOARD OF APPEAL & EQUALIZATION
Mayor Skrede opened the Board of Appeals and Equalization at 6:00 p.m. and stated that the purpose of tonight’s meeting is to answer questions and review any requests regarding property values and tax classification.  He introduced City Assessor Dan Distel and Hennepin County Assistant Assessor Earl Zent.
Dan Distel stated that he has served as the City Assessor for the cities of Deephaven, Woodland and Wayzata for the past 26 years.  He stated that there have been some substantial increases in assessed value this year in several neighborhoods.  He stated that real estate prices were relatively flat until 1993 when they began to climb.  In 2007, they reached their peak prices until they began to drop for the next six years.  He stated that there has been a very substantial overall increase in Deephaven of 12.5% and some neighborhoods required a much higher percentage increase due to recent sales activity.  He stated that some residents are here this evening due to these increases.  He stated that there have been increases of 25%-38% in some areas.  He stated that on Hummingbird and Fairhomes, there was an increase in the value of the land due to a number of recent sales.  He stated that there were 32 sales that occurred in the study period from October 2012 – October 2013.  He stated that every city assessor does a mass assessment and individual properties are evaluated according to quality of construction and depreciation costs.  He stated that his job is to use his judgment to determine equalization and fairness in his assessments.

Mayor Skrede asked Hennepin County Assistant Assessor Earl Zent to explain time value adjustments.

Earl Zent stated that it is his job at the County to review and approve values and to ensure that they are in line with neighboring cities.  He stated that it is their goal to establish a sales ratio of 95% of estimated values to actual sale price, although the percentage is actually going to run between 85%-110%.  He stated that in 2011, the Minnesota Department of Revenue required a market condition adjustment.  He stated that this resulted from the City of Minneapolis asking if the assessed values were being followed closely enough in a declining market.  He stated that for the first couple of years, no time adjustment was warranted as there was an actual reduction of 2.5% in 2012 and no change in 2013.  He stated that everything changed in 2014 with a 13.69% time value adjustment on off-lake property and 9.18% for on-lake property for the City of Deephaven.  He stated that the time value adjustment or T Calc is a program designed to evaluate a 21 month sales period from January 2, 2012 to September 30, 2013 in a larger group of cities that are considered as a region due to their similarity to other cities.  He stated that Deephaven is included in a region that includes Excelsior, Greenwood, Minnetonka Beach, Tonka Bay and Woodland.  He stated that the T Calc attempts to provide a “real time” value to property owners.

Mayor Skrede thanked Mr. Zent for his overview and hoped that this information provided sufficient background for our discussion.
Virginia Monnens, 18200 Hummingbird Road
Virginia Monnens provided a summary of her statistical analysis on market valuations that indicated that several neighborhoods received inordinately high increases in market value and recommended adjustments to the 2014 valuations assigned to properties on Highland, Hummingbird and Laurel.  
Dan Distel stated that when he first saw some of the sales coming though on this neighborhood, he first thought that the neighborhood had been valued too low over the years.  However, after further review, he stated that this wasn’t the case and his assessments had been in the ballpark in previous years.  He stated that it was also normal to have higher estimated values as the sales decline.  He stated that when the sales rates started coming in at 79%-85% of market value to sales price, he stated he had no other option but to bring the neighborhood up to where they were selling.  He stated that he considers this area as one distinct neighborhood because the homes are all around the same age and have similar characteristics.  He stated that two of the most recent sales are over so it may turn out the neighborhood is overvalued but with the current sales shown in the study period, a 25%-30% increase was required.  He acknowledged that Virginia Monnens’s analysis illustrated that, as a whole, higher valued homes may need to be adjusted and stated that he may have to look into these potential adjustments for next year.   

Motion by Councilmember Kask to approve the City Assessor’s recommendation to lower the 2014 assessed value of the building $26,000 from $209,000 to $183,000 due to its overall condition and retain the assessed value of the land at $187,000 for an overall 2014 assessed value of $370,000 at 18200 Hummingbird Road.  Seconded by Councilmember Hackney.  Motion carried 5-0.

Jylan Johnson, 18145 Hummingbird Road
Jylan Johnson stated that her valuation increased 25% from $328,000 in 2013 to $409,000 in 2014 and requested a reduction to $392,000.  She stated that in her report to the City Council, a reduced value was warranted due to:
· The average property value of similar split-level properties on Hummingbird Road is $385,571.

· Her home lacks the same type of improvements such as casement windows, exterior doors, and number of bathrooms that resulted in the recent sale of another split-level home in the amount of $462,000.
· The comparison of her land value with the sale price of two smaller lots sold in 2013 for redevelopment.

· The properties market value and tax history.

Dan Distel stated that this was a reasonable request and analysis.  He stated that he used a different home comparison than Jylan, which was a split-level that sold for $375,000 last year.  He stated that the Johnson property is valued $34,000 more than this property due to the fact that the Johnson’s have a nice porch and an extra garage / shop area.
Jylan Johnson noted that her property has less square footage than this other property.

Councilmember Kask stated that, in his opinion, this request warrants more of a valuation adjustment than the Monnen’s.  He stated that there has been enough sale activity to generate good comparables, it is apparent that this is becoming a more popular neighborhood, and thought that $187,000 for the land value was a fair value.

Mayor Skrede stated that he agreed with Councilmember Kask’s assessment of the land value.  He stated that he wouldn’t be opposed to looking at the building value.  He wasn’t sure if he would assign a full value to the shop.

Councilmember Hackney noted that the comparable property at 18105 Hummingbird Road is valued at $405,000 and it is a two-story home, which typically sell better than split-levels.  He noted that this property does have a couple of things the other property doesn’t – a porch and shop area.

Councilmember Kask stated that he would support a $15,000 reduction for a split-level.

Motion by Councilmember Kask to retain the 2014 assessed value of the land at $187,000 and to lower the 2014 assessed value of the building by $15,000 from $222,000 to $207,000 due to the fact that it’s a split-level and to approve an overall 2014 assessed value of $394,000 at 181450 Hummingbird Road.  Seconded by Councilmember Erickson.  Motion carried 5-0.

Jim Haverstock, 3360 Northome Road

Jim Haverstock stated that his house was built in 1986, is located on a steep hill with a rocky beach, and the original plan for the house was 13’ too wide for the lot and they had to narrow the livable area of the house by 13’ to fit the lot.  He stated that this makes his house a tear down and anyone who buys his home will have to demolish it.  He stated that the assessed value should go down to reflect this fact.

Mayor Skrede noted that there was an increase in both the value of the land and building and felt comfortable with the increase in the land value.

Jim Haverstock agreed with the value of the land but felt the value of the building should be removed.

Dan Distel stated that he has already included a discount factor in the building value as he also believes the home is a tear down.  He stated that he would have given a value of $263,000 to the building according to the formula he uses but reduced it down to $151,000 due to the fact that it would be a tear down.

Mayor Skrede stated that it is difficult to determine which home will be torn down.  He stated that the Board might have to determine a tear down factor.  He added that it would be abnormal to include most of the increase under land value alone.

Councilmember Erickson stated that the building had a value of $167,000 in 2011, so the current value of $151,000 is still below that amount.

Councilmember Hackney stated that other homes in similar condition have been fixed up rather than torn down.  

Motion by Councilmember Hackney to recommend no change and approve the City Assessor’s 2014 value of $1,755,000 at 3360 Northome Road.  Seconded by Councilmember Erickson.  Motion carried 5-0.

Pete Jones, 4300 Chimo East
Pete Jones provided a report showing the market value of neighboring properties and stated that his biggest complaint was with the comparative assessed value of neighboring properties and the 21% increase.

Dan Distel noted that the values shown on Mr. Jones’s report are last year’s values and are not current assessed values.

Dan Distel provided comparisons of land values with neighboring properties, which showed the land value of Pete Jones property to be comparable with the neighboring properties and provided comparisons with the Mahoney property ($2,758,000), the Schroeder property ($2,967,000), and the Kuster property ($2,737,000).  Further discussion was held on the comparison of building values between Schroeder’s home ($1,367,000) and Jones’s home ($1,873,000).  Dan Distel stated that the Schroeder property may be on the low side particularly after all the updates have been done.  He stated that in regards to the Jones property, he deemed the value very low in comparison to other similar properties and it was adjusted accordingly. 

Councilmember Hackney stated that much of the homeowner concerns stem from the fact that all of the increase in valuation is occurring in just one year.

Motion by Councilmember Kask to recommend no change and approve the City Assessor’s 2014 recommended value of $3,448,000 at 4300 Chimo East.  Seconded by Councilmember Gustafson.  Motion carried 5-0.

John Forsmark, 17900 Highland Avenue
John Forsmark stated that his assessed value went down 2% last year and increased 30% this year.  He stated that this is a massive increase that shouldn’t happen.  He noted that he also doesn’t know what affect the St. Therese Senior Housing Project will have on land values.  He stated that it is precipitous to raise land values with such an unknown.
Mayor Skrede asked if the St. Therese Senior Housing Project was taken into account with the assigned values.

Dan Distel stated that it has not been taken into account.  He stated that he was brought into the St. Therese Senior Housing Project planning process very early and believes that it remains a good use of the property and a valuable asset.  He further noted that he has already given Mr. Forsmark a $6,000 reduction on his building value prior to tonight’s meeting due to its overall average condition.

Motion by Councilmember Hackney to recommend no change and approve the City Assessor’s 2014 value of $332,000 at 17900 Highland Avenue.  Seconded by Councilmember Erickson.  Motion carried 5-0.

Ray Haverstock, 3403 Northome Road
Ray Haverstock stated that the overall valuation increase throughout Hennepin County was 5.8% last year, with Minneapolis and St. Paul at less than 5.8%.  He noted that surrounding properties increased 7%, 6%, 4% and 12%; less than the 14.2% that his property valuation increased.  He stated that he would like to stay within the same percentage increase as his neighbors.  He added that there have been no improvements on his property in the last few years.

Dan Distel stated that Mr. Haverstock is aware that a 14.2% increase is not uncommon and the other comparable properties that were mentioned were lake properties, which did not go up as much as off-lake properties.  He stated that he has looked at his overall value and didn’t see what could be changed.  He stated that a comparable neighboring property has had problems selling a couple of times and was marked down for being a contemporary house.  He stated that Mr. Haverstock’s house is worth $354,000, it has a full walkout and the utility of the house is great. 
Motion by Councilmember Gustafson to recommend no change and approve the City Assessor’s 2014 value of $354,000 at 3403 Northome Road.  Seconded by Councilmember Erickson.  Motion carried 5-0.

Hugh Jaeger, 4280 Jefferson Street
Dan Distel stated that Hugh Jaeger couldn’t be here this evening but felt that the value was too high particularly considering the age of his house.
Dan Distel stated that Hugh’s has a very nice lot with dimensions of 137’ x 188’.  He stated that there have been recent sales of smaller sized lots at 20525 Park Place for $447,500 and at 20545 Linwood Road for $400,000, both of which were tear downs.  He stated that he felt that this property was worth $404,000.   
Motion by Councilmember Hackney to recommend no change and approve the City Assessor’s 2014 value of $404,000 at 4280 Jefferson Street.  Seconded by Councilmember Erickson.  Motion carried 5-0.

Scott Ferguson, 18185 Hummingbird Road
The Board reviewed a letter from Scott Ferguson requesting reconsideration of his 2014 assessment due to the fact that he didn’t believe he could sell his home for $352,000, the significant one year increase of 26%, and a comparison with a comparable neighboring property for $280,000.

Dan Distel suggested that there was a better comparable at 18065 Hummingbird Road and noted that some nice improvements have been made on the home and felt that the assessed value of $352,000 was a good value. 

Motion by Councilmember Hackney to recommend no change and approve the City Assessor’s 2014 value of $352,000 at 18185 Hummingbird Road.  Seconded by Councilmember Kask.  Motion carried 5-0.

Shawn Mindak, 18280 Fairhomes Road
Dan Distel stated that in Scott Ferguson’s letter to the Deephaven Board of Appeals requesting the reconsideration of his 2014 assessed value, he also requested that the Board reconsider the 2014 assessed value of Shawn & Karin Mindak’s property at 18280 Fairhomes Lane.    

Dan Distel provided examples of several comparable properties on Fairhomes Lane, noted that the property sold in January 2012 for $284,900 at a foreclosure sale, and stated that there was no compelling reason to lower the 2014 assessed value of $366,000.

The Board noted that there was no supporting information to support a change in valuation.

Motion by Councilmember Hackney to recommend no change and approve the City Assessor’s 2014 value of $366,000 at 18280 Fairhomes Lane.  Seconded by Councilmember Erickson.  Motion carried 5-0.

Steven Schechtman, 4245 Northern Road
Steven Schechtman summarized his report detailing his analysis that his land value is high relative to adjoining neighboring properties, his building value is high relative to comparable properties, and that his assessment should be decreased to $607,000.  He stated that he is not complaining about the percentage increase, but believed that the use of similarly situated properties and the assessed cost per square foot was a rational approach.  He stated that the use of this approach would make his value consistent with his neighbors.  He stated that he is looking for fairness and consistency and a 10% reduction in his overall valuation.
Mayor Skrede noted that his request would bring his 2014 value below his value last year.

The Board reviewed several comparable properties presented by Mr. Schechtman.

Councilmember Kask stated that the Clark property is a colonial and doesn’t have the attached garage with the living space, which has to add $80,000 in additional features.

Dan Distel stated that the reason Mr. Schechtman has a higher land value than his adjoining neighbors are due to the fact that he has superior width that adds an additional ten feet of potential building pad.  He stated that there is a diminishing return for backyards.

Mayor Skrede noted that determining an assessed square foot is not the method that the City Assessor uses to determine assessed value.

Dan Distel noted that a comparable property on Linwood sold for $670,000.

Motion by Councilmember Kask to recommend no change and approve the City Assessor’s 2014 value of $683,000 at 4245 Northern Road.  Seconded by Councilmember Gustafson.  Motion carried 5-0.

Merlyn & Dodie Baumer, 17950 Highland Avenue
Merlyn Baumer stated that he couldn’t sell his home for the assessed value of $359,000 and stated that there is still an issue in his mind on the impact that the St. Therese Senior Housing Project will have on his valuation.

Dan Distel stated that the Baumer’s house is in excellent condition and can’t find anything to change.  In fact, if anything, the value could be increased.  He noted that it is in better condition and of equal size to the comparable home that sold for $375,000. 
Motion by Councilmember Gustafson to recommend no change and approve the City Assessor’s 2014 value of $359,000 at 17950 Highland Avenue.  Seconded by Councilmember Erickson.  Motion carried 5-0.

Joan Truettner, 3625 Laurel Drive
Joan Truettner stated that she received a 26.5% increase, and in comparison to other homes on Fairhomes, they all had larger square footage.  She also noted that half of their finished basement received water damage from last July’s storm.

Mayor Skrede stated that he would consider a reduction in the building value due to the water damage.

Dan Distel suggested a $7,000 reduction.

Motion by Councilmember Kask to retain the 2014 assessed value of the land at $174,000 and to lower the 2014 assessed value of the building by $7,000 from $160,000 to $153,000 due to water damage in the basement and to approve an overall 2014 assessed value of $327,000 at 3625 Laurel Drive.  Seconded by Councilmember Hackney.  Motion carried 5-0.

Peggy Cox, 3610 Laurel Drive
Peggy Cox stated that she thinks an increase of 23% is extremely high, noted the potential impact from the St. Therese Senior Housing Project on her valuation, and stated that the value of her property has been impacted by the higher than usual number of sales in her neighborhood.  She noted that there was some remodeling done on her property six years ago, but other than that no other changes have been done.
Dan Distel provided some examples of comparable properties and noted that this is a larger home that had a pretty significant remodeling in 2005.  He stated that he couldn’t really recommend a decrease.
Councilmember Kask stated that he could support the value on the land and can’t really make a determination on the building value due to the lack of comparables provided.

Mayor Skrede stated that he could support a $13,000 decrease on the value of the building.

Motion by Mayor Skrede to lower the 2014 assessed value of the building by $13,000 from $228,000 to $215,000.  Motion died for the lack of a second.

Motion by Councilmember Kask to recommend no change and approve the City Assessor’s 2014 value of $402,000 at 3610 Laurel Drive.  Seconded by Councilmember Hackney.  Motion carried 5-0.

Chuck Wishy, 18100 Highland Avenue
Dan Distel noted that Chuck Wishy had left the meeting earlier in the evening and stated that he had already given Mr. Wishy a $14,000 reduction in his valuation prior to tonight’s meeting.

Motion by Councilmember Erickson to recommend no change and approve the City Assessor’s 2014 value of $351,000 at 18100 Highland Avenue.  Seconded by Councilmember Hackney.  Motion carried 5-0.

Nancy & Doug Nagle, 20145 Cottagewood Avenue

Nancy Nagle noted that she was in attendance but didn’t plan on discussing any issues with the Board. .

Motion by Mayor Skrede to acknowledge Nancy Nagle’s attendance at the Deephaven Board of Appeals & Equalization and approve no change in the City Assessor’s 2014 value for her property at 20145 Cottagewood Avenue.  Seconded by Councilmember Hackney.  Motion carried 5-0.

Joe Ryan, 4600 Linwood Circle
Dan Distel stated that he had informed Joe Ryan that lacking the proper documentation, the classification of his property will have to be changed from Seasonal to Non Homestead at tonight’s Board of Appeals meeting.
Motion by Councilmember Kask to change the classification of the property at 4600 Linwood Circle from Seasonal to Non Homestead on the recommendation of the City Assessor.  Seconded by Councilmember Erickson.  Motion carried 5-0.

Paul & Patty Petty, 2500 Linden Road

Dan Distel stated that he had informed Paul & Patty Petty that lacking the proper documentation, the classification of their property will have to be changed from Seasonal to Non Homestead at tonight’s Board of Appeals meeting.

Motion by Councilmember Kask to change the classification of the property at 2500 Linden Road    from Seasonal to Non Homestead on the recommendation of the City Assessor.  Seconded by Councilmember Erickson.  Motion carried 5-0.

Motion by Councilmember Hackney to adjourn the Board of Appeal & Equalization.  Seconded by Councilmember Erickson.  The meeting adjourned at 10:00 p.m.

4. APPROVE CONSENT AGENDA
Motion by Councilmember Hackney to approve the Consent Agenda, consisting of the following items:

A. Approve April 7, 2014 Minutes

B. Approve 2014 Boat Committee Chair & Vice-Chair

C. Approve 2014 SafeAssure Contract

D. Approve March 2014 Treasurer’s Report

Seconded by Councilmember Erickson.  Motion carried 5-0.

Councilmember Kask noted that he was not present at the April 7th Council meeting so he can’t specifically comment on the April 7th minutes.

5. MATTERS FROM THE FLOOR
There were no Matters from the Floor this evening.

6. UNFINISHED BUSINESS
A. Approve Final Plat – Homestead Partners, 18400 Northome Blvd

Mayor Skrede asked if there were any questions regarding the Final Plat.  He stated that the Final Plat removed the additional outlots and the lot lines were relocated to provide for the construction of individual driveways.  He stated that the driveway easement agreement would be subject to the review of the City Attorney.

Discussion was held on the review of the drainage and grading plans by the City Engineer.

Mayor Skrede also noted that a Park Dedication Fee of 10% of the estimated market value of the lot must be paid to the City.

Motion by Councilmember Kask to approve the Final Plat of Northome Estates subject to adherence to the recommendations of staff and the attached documents, approval of the drainage plan by the City Engineer, and approval of the driveway easement agreement by the City Attorney, if required.  Seconded by Councilmember Hackney.  Motion carried 5-0.  
B.
Update on Vine Hill Bridge Project
City Engineer David Martini was present to provide an update on the Vine Hill Bridge Project, contractor pay estimates, supplemental agreements, and on engineering costs.  He stated that Pay Request No. 1 includes the initial project start up costs and pile driving will begin on Wednesday and should take about one week.
He stated that there are three Supplemental Agreements included with Pay Request No. 1.  Agreements No. 1 & No. 3 are for additional clearing & grubbing costs associated with the Xcel Energy utility relocation and Agreement No. 2 is for additional “No Truck” signs.
He stated that the engineering costs have been incurred for this project fall into one of the following four categories:

· Bidding assistance

· Pre-construction coordination

· Contract administration

· Additional services on storm sewer design

Councilmember Gustafson asked if we are behind schedule on the project.

David Martini stated that the contractor is behind schedule due to the utilities relocations, which have gone slower than anticipated, but the contractor did not think this would necessarily impact the overall construction timelines.

C.
Authorize Pay Estimate No. 1 to Lunda Construction, Vine Hill Bridge Project
City Engineer David Martini recommended payment of Pay Estimate No. 1 to Lunda Construction in the amount of $135,146.84, which also includes a 5% retainage.  To date, the participating and non-participating costs are as follows:

· Participating Costs (Bridge Bond)
=
$  77,954.05
· Non-Participating Costs (City)
=
$  64,305.79
· Total





$142,259.83

Motion by Councilmember Hackney to approve the Pay Estimate No. 1 to Lunda Construction in the amount of $135,146.84 for the Vine Hill Bridge Construction Project and approval of Supplemental Agreements No. 1, No. 2 & No.3.  Seconded by Councilmember Erickson.  Motion carried 5-0.

Further discussion was held on the impact of construction vehicle parking on issuing parking permits for launch trailer parking.

Councilmember Gustafson stated that construction vehicles should be given priority to park in this area rather than boat trailer parking.

David Martini stated that he would be having a conversation with the contractor tomorrow and will learn more about their parking needs.

Councilmember Kask asked him to get back to Administrator Young tomorrow on what was decided and the Council can discuss this matter at the next meeting.

D.
Adopt Resolution No. 12-14, Approving the Bid for Sewer Main Cleaning & Televising
City Engineer David Martini stated that the following three bids were received on the 2014 Sanitary Sewer Cleaning and Televising Project:

Contractor






     Bid

Pipe Services






$28,096.15

Midwest Trenchless Technologies



$30,921.25

Infratech






$38,795.09

Motion by Councilmember Kask to adopt Resolution No. 12-14, A Resolution Approving the Bid and Authorizing a Contract with Pipe Services in the amount of $28,096.15 for the 2014 Sanitary Sewer Cleaning & Televising Project.  Seconded by Councilmember Hackney.  Motion carried 5-0.

E.
Adopt Resolution No. 13-14, Approving the Bid Manhole Rehabilitation Project
City Engineer David Martini stated that the following two bids were received on the 2014 Manhole Rehabilitation Project:

Contractor






     Bid

Schneider Excavating





$16,175.00

Infratech






$19,670.00

Motion by Councilmember Hackney to adopt Resolution No. 13-14, A Resolution Approving the Bid and Authorizing a Contract with Schneider Excavating in the amount of $16,175.00 for the 2014 Manhole Rehabilitation Project.  Seconded by Councilmember Erickson.  Motion carried 5-0.

C.
Other

There was no other Unfinished Business this evening.

7. NEW BUSINESS
A.

 Other

Discussion was held regarding a request from AT&T on the construction of a second cell tower at the City Hall Campus Site.  
8.
REPORTS FROM STANDING COMMITTEES

A. Park Committee
Administrator Young presented a review of the Park Committee meeting held on April 8, 2014 on the following items:

· Discussion will be held on May 6th on establishing a proposed bicycle service station at Haralson Park and on a proposed Outdoor Learning Center at Burton Park.
· Discussed Thorpe Park Field Uses.
· Discussed the use of CSO’s to perform beach patrol duties at Deephaven Beach after the lifeguards leave in mid-August. 
B. Boat Committee
Administrator Young presented a review of the Boat Committee meeting held on April 9, 2014 on the following items:

· Appointed the 2014 Boat Committee Chair & Vice-Chair.
· Discussed the Ten Year Rule / Waiting List.
· Recommended prohibiting the installation of boat lifts on City Docks in 2014 until the appropriate policy could be developed.
· Recommended limiting future Boat Committee meetings to April, May, June, September and December.

9.
ADJOURNMENT
Motion to adjourn by Councilmember Erickson, seconded by Councilmember Hackney.  Motion carried 5-0.  The meeting adjourned at 11:00 p.m.

Respectfully submitted,

Dana H. Young

City Administrator
