City of Litchfield - City Council

AGENDA PACKET
Thursday, January 30, 2020 - 5:30 P.M.

City of Litchfield - City Council

AGENDA (SPECIAL MEETING)
Thursday , January 30th, 2020 – 5:30 P.M.

I.

CALL TO ORDER
A.

II.

III.

ROLL CALL/DETERMINATION OF QUORUM

BUSINESS
A.

GENERATION PROJECT
1.
Approval of Generation Agreement
2.
Award of Bids

B.

WELLNESS/RECREATION
1.
Approval of Resolution of Intent to Impose Local Option Sales Tax

ADJOURNMENT

CALL TO ORDER

BUSINESS

GENERATION PROJECT

1.

MEMORANDUM OF UNDERSTANDING
REGARDING
2019 PHASE II GENERATION PROJECT
The City of Litchfield (“City”) has been authorized by the City’s Council to continue
development of Phase II Generation Project which shall provide for the addition of 5.6MW of
diesel generation.

This Memorandum sets forth the City’s intent as it pertains to the

additional generation and outlines how the City proposes additional generation shall be
allocated, together with responsibility for the costs of the generation. This Memorandum is
not a representation guaranteeing availability of standby power nor should it be used as a
basis of removing any of the authority of the City of Litchfield in making decisions related
thereto. This Memorandum identifies First District Association’s (“FDA”) participation and
certain impacts upon them regarding this project.
1.0 BACKGROUND INFORMATION
Existing Substation Facilities:
The City of Litchfield municipal electric system normally receives operating power
from two (2) transmission lines serving the City Substation. The City normally powers all of
its customer loads using the transmission sources. The Substation includes three (3) power
transformers that step down from 69kV transmission voltage to 12.47kV distribution voltage.
The City can meet peak loads with one transformer out of service.
The

Substation

site

includes

three

(3)

12.47kV

switchgear

lineups

with

interconnecting tie circuits, for redundancy.
Existing Generating Facilities:
The City currently operates seven (7) reciprocating engine-generators as peaking
units. The units are operated under two (2) contracts with Southern Minnesota Municipal
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Power Agency (SMMPA). Two (2) of the units (“Fairbanks-Morse” or “F-M” units) operate
under an older peaking contract with SMMPA.

Five (5) other units (“Caterpillar” units)

operate under a newer “Quick-Start” peaking contract with SMMPA. All of the peaking units
normally operate in parallel with the transmission source(s).
The five (5) Caterpillar units can also operate in standalone mode, providing standby
power to the City distribution system when the transmission sources are out of service. The
City’s standby generating capacity is summarized in the following table:
UNIT

Peaking Capacity

Standby Capacity

(MW)

(MW)

Caterpillar Unit #1

2.0

2.5

Caterpillar Unit #2

2.0

2.5

Caterpillar Unit #3

2.0

2.5

Caterpillar Unit #4

2.0

2.5

Caterpillar Unit #5

2.0

2.5

TOTAL (All Units Operational)

10.0

12.5

TOTAL (One Unit Out of
Service)

8.0

10.0

2.0 ALLOCATION OF STANDBY GENERATING CAPACITY
Existing Standby Power Allocation:
In the event of a City-wide power outage, power from the five (5) Caterpillar units is
normally available to power the City distribution system. The distribution system has eight
(8) feeder circuits, including two (2) circuits that are dedicated to FDA load. Under most
conditions, the City load exceeds the total generating capacity. When responding to a Citywide outage, City staff must apply the circuit loads in steps, while monitoring total load to
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ensure that the generating facilities are not overloaded. Since the individual circuit loads
vary over time, it is not possible to exactly match the total City load to the generating
capacity.

A “margin” must be maintained to allow for circuit load variations.

From

experience, a margin of 1MW can be used, but requires constant monitoring, and may
require shedding of one or more distribution circuits as total load increases.
The current “target” allocations of generating capacity to City load and FDA load are
shown in the following table:

User

Target Allocation
(MW)
All Units
Operational

Target Allocation
(MW)
One Unit
Out of Service

City Load

7.5

6.0

FDA Load

4.0

3.0

“Margin”

1.0

1.0

Total

12.5

10.0

Proposed Additional Generating Units and Standby Power Allocation:
The proposed Project will include the addition of two (2) new generating units to
supplement the five (5) existing Caterpillar Units. These generating units will supply an
additional 3.1MW in standby mode. The proposed project will also include the associated
equipment required to meet air permit requirements including mufflers and exhaust stacks.
This project will also complete a third circuit, circuit 14, to the FDA location. Associated
connect must be provided by the owner, FDA. Completed plan will be attached as
Appendix B. The proposed Project will be funded as detailed in Appendix A of this
agreement. The new units have higher capacity, indicated in the following table:
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UNIT

Peaking Capacity
(MW)

Standby Capacity
(MW)

Caterpillar Unit #1 (Existing)

2.0

2.5

Caterpillar Unit #2 (Existing)

2.0

2.5

Caterpillar Unit #3 (Existing)

2.0

2.5

Caterpillar Unit #4 (Existing)

2.0

2.5

Caterpillar Unit #5 (Existing)

2.0

2.5

New Unit #6

2.8

3.1

New Unit #7

2.8

3.1

TOTAL (All Units Operational)

15.6

18.7

TOTAL (One Unit Out of Service)

12.8

15.6

Following the expansion of the City’s generating facilities, the revised target
allocations of generating capacity to City load and FDA load are shown in the following table:

User

Target Allocation
(MW)
All Units
Operational

Target Allocation
(MW)
One Small Unit
Out of Service

Target Allocation
(MW)
One Large Unit
Out of Service

City Load

7.5

7.5

7.5

FDA Load

10.2

7.7

7.1

“Margin”

1.0

1.0

1.0

Total

18.7

16.2

15.6
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3.0

COOPERATIVE EFFORTS
The tables above provide “target” allocations for standby power to be provided to City

Load and FDA Load. The actual power capacity available during an outage will depend on
which generating units are in operation, and whether the City’s other facilities (switchgear,
overhead lines, underground lines, etc.) are operational, especially following a storm or other
damaging event. The City and FDA loads will also vary depending on the season, weather
conditions, and FDA’s operating process at the time of a power outage. The number of
variables make it impractical to specifically address all possible events in this Agreement.
When an impending outage is planned, or when an unplanned outage occurs, the City and
FDA agree to follow a cooperative process that generally follows the steps below:
•

For planned outages, the City and FDA representatives will meet at the City of
Litchfield Public Works Management Center (PWMC) sufficiently prior to the outage.

•

For unplanned outages, the City and FDA representatives will meet at the PWMC as
soon as possible once the outage is detected.

•

During the meeting, the City and FDA will cooperatively:
o

Review the specifics of the outage;

o

Review the City’s intended response;

o

Review downtime estimates;

o

Review available capacities;

o

Review City and FDA loads;

o

Confirm the target load allocations that will be used during the outage event.
In the event that the sum of the City and FDA loads exceed the available
generating capacity, then the “target” allocations from the tables above will
generally be used. If the City’s electric system is damaged or impaired, or if
fewer generating units are available, such that the total capacity is less than
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indicated in the tables above, then the City and FDA allocations will be
reduced proportionally.
o

Review possible adjustments to the load allocation over time. For example,
FDA may need more power for a period of time to complete a process,
followed by a period of lower loading.

•

The City and FDA will designate representatives who will remain in close
communication throughout the outage event.

•

When the combined City and FDA load exceeds generating capacity, the City line
crew may perform periodic manual switching on the City distribution system. This
switching may cause voltage disturbances and may require nominal adjustments to
the City/FDA load allocations. The City’s goal is to provide electricity to as many
customers as possible throughout the outage event.

4.0 OTHER ITEMS
4.1

FDA is currently powered by two circuits that are on automatic start/transfer
switchgear. A fourth circuit #14 will also be located on the same switchgear
lineup that is on the automatic transfer.

4.2

FDA has expressed interest in running on standby power when a large storm
is expected. The City will continue to investigate the options with both
SMMPA and Midcontinent Independent System Operator, Inc. (“MISO”) on the
implications of that option. The City to give FDA the final outcome of that to
include costs for operation of the system that would be charged and any
incidentals prior to the start up of the facility. This plan will likely require the
approval of SMMPA and/or MISO. At that time FDA will determine if that is a
feasible option. If not, FDA will request the City to implement a plan to have
resources available during those periods to minimize reaction time.
In the event of intermittent power there will be an expedited response to move
FDA to generation to avoid the problem associated with intermittent power.
As outlined above FDA would be subject to all charges incurred by the City of
Litchfield. SMMPA and MISO may also need to approve this transfer. This
transfer is a manual transfer and will require some coordination between both
parties.
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4.3

The City would agree to operate, maintain and exercise the generators in
accordance with minimum standard outlined by Caterpillar. A monthly
operating report will be developed prior to the final completion of the
generators. FDA will review the designed report to ensure that minimum
standards are acceptable. Both the City of Litchfield and FDA have an
interest in ensuring the operation of all generators when called upon.

4.4

The project timeline is to be substantially complete by July 1, 2021, and
achieve final completion by September 1, 2021.

5.0 TERMS
It is the intent of the City that this Memorandum of Understanding shall expire in
twenty (20) years, commencing at the 100% project completion date. The City intends to
operate and maintain these units in excess of that time period. Capital improvements
required to continue to maintain the generators and associated equipment will be the
responsibility of the City of Litchfield for said twenty (20) year term. At the expiration of
the twenty (20) years, any further capital improvements must be agreed upon by the City
of Litchfield and First District Association. In the absence of large capital improvements,
this relationship will continue on an annual basis.
5.1

The financial obligations of the project are due as set forth on Appendix A,
attached hereto and made a part hereof.

5.2

By signing off on this Memorandum, FDA acknowledges its level of
participation and agrees to the obligations set forth herein. The City
acknowledges FDA is relying on the representations made herein in making
their decision to proceed with this project. While agreeing the City cannot
guarantee standby power, both parties understand these efforts to
cooperatively work together towards achieving standby power for FDA will be
made.

6.0 ATTACHMENTS
The following exhibits are attached hereto:
A.

Project Cost Allocation Table

B.

Project Plans and Specifications

C.

Standard Operating Procedure

D.

CAT provided maintenance manual.
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CITY OF LITCHFIELD

FIRST DISTRICT ASSOCIATION

By:____________________________
Keith Johnson
Its Mayor

By:____________________________
___________________
Its President/CEO

By:____________________________
David M. Cziok
Its City Administrator
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EXHIBIT A
Project Cost Allocation Table
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APPENDIX A
Responsibility

FDA @ 10.2
Dollar Amount

Payment Due

State of MN
FDA Initial Payment
FDA at Gen Delivery
FDA at 90% Complete
FDA annually
City of Litchfield

$
$
$
$
$
$

Reimbursed to City Monthly
Due at Award of Project 12-2-19
Gen Delivery approx Summer 2020
approx. Fall 2020
$143525 Annually Dec 2021
Dedicated at Award

4,250,000.00
1,000,000.00
1,000,000.00
500,000.00
1,435,250.00
1,017,903.51

The City of Litchfield agrees to release cash held in escrow as a part of a previous
wastewater project to be used as a source of the first two initial payments
$

9,203,153.51

Notes:
1) if final projects costs less then $9.0M City of Litchfield and FDA splits cost 25%/75%
2) if final projects more then $9.2M covered by City of Litchfield unless a signed
agreement indicated a different allocation
3) The City of Litchfield will continue to pursue SMMPA quick start program
that allocation estimated at $137,600/yr will be split 25%/75% or $33,900/$101,700
for the first 10 years.
4) After 10 years the City of Litchfield will retain full reimbursement to offset operational
costs and future capital needs.
5) If SMMPA and the City of Litchfield are unable to come to terms on a quick start agreement
FDA may wish to revise its allocation and associated costs.

Identified Cost Allocations
90% FDA
Generators
Switchgear & Controls
General Construction
Engineering and Administration
Circuit 14
Phase 1 Engineering

$
$
$
$
$
$

$

4,900,000.00
800,000.00
1,800,000.00
495,000.00
700,000.00
508,153.51

9,203,153.51

State
$ 2,450,000.00
$
400,000.00
$
900,000.00
$
247,500.00
$
2,500.00
$
250,000.00

FDA
City
$
2,205,000.00 $ 245,000.00
$ 400,000.00
$
810,000.00 $
90,000.00
$
222,750.00 $
24,750.00
$
697,500.00
$ 258,153.51

$ 4,250,000.00 $

3,935,250.00 $ 1,017,903.51

$

9,203,153.51

EXHIBIT B
Project Plans and Specifications
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EXHIBIT C
Standard Operating Procedure
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EXHIBIT D
CAT provided maintenance manual
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2.

WELLNESS RECREATION

1.

CITY OF LITCHFIELD
RESOLUTION NO. 20-1-24
RESOLUTION TO SUPPORTING THE AUTHORITY TO IMPOSE
A LOCAL SALES TAX TO FUND SPECIFIC CAPITAL IMPROVEMENTS PROVIDING
REGIONAL BENEFIT, TO ESTABLISH THE DURATION OF THE TAX AND THE
REVENUE TO BE RAISED BY THE TAX, AND TO AUTHORIZE THE CITY TO ISSUE
BONDS SUPPORTED BY THE SALES TAX REVENUE
WHEREAS, the city has engaged community residents and businesses and identified the
need for a Community Wellness/Recreation Center that will include some gymnasium space,
dedicated walking section, and general fitness space. Community rooms available to small group
rental or as meeting space for business, training, or educational purposes. Basic infrastructure
including locker rooms and mechanical equipment for the building will also provide for future
additions that would likely include aquatic fitness and recreation. The master plan currently being
developed by community members will include a long-range plan for additional future uses of this
facility.
WHEREAS, the project will result in benefits to both the residents and businesses of the City
of Litchfield and to non-resident visitors and businesses; and,
WHEREAS, funding the project with a local sales tax will more closely distribute the cost of
the project to be financed through bonds to the users of the facilities; and,
WHEREAS, the project is estimated to cost approximately $10,000,000.00; and,
WHEREAS, the city estimates that a local sales tax of 0.5% would generate $6,599,993.00
over 20 years; and,
WHEREAS, the city has provided documentation of the regional significance of each
project, including the share of the economic benefit to or use of each project by persons residing, or
businesses located, outside of the jurisdiction; and,
WHEREAS, the estimated local sales tax revenue and estimated time needed to raise that
amount of revenue for each project is as follows:
- For the Wellness/Recreation Center: The city will collect $6,599,993 over 20years.
WHEREAS, Minn. Stat. § 297A.99 authorizes the imposition of a general sales tax if
permitted by special law of the Minnesota Legislature; and,
WHEREAS, Minn. Stat. § 297A.99 requires the City to pass a resolution authorizing such a
local tax and to obtain Legislative approval prior to approval by the local voters to enact the local
tax;

THEREFORE, BE IT RESOLVED the following:
1. The city council supports the authority to impose a general local sales tax of 0.5% for a
period of 20 years to fund the aforementioned project;
2. Upon approval of this resolution, the city will submit the adopted resolution and
documentation of regional significance to the chairs and ranking minority members of the
House and Senate Taxes committees for approval and passage of a special law authorizing
the tax, by January 31 of the year that it is seeking the special law.
3. Upon Legislative approval and passage of the special law authorizing the tax, the city will
adopt a resolution accepting the new law, which will be filed with a local approval
certificate to the Office of the Secretary of State before the following Legislative session.
4. The city will put a detailed ballot question, which includes separate questions for each
project, on a general election ballot for local voter approval. This will be done within two
years of receiving legislative authority.
5. If one or more ballot questions pass, the city will also pass an ordinance imposing the tax
and notify the commissioner of Revenue at least 90 days before the first day of the calendar
quarter that the tax will be imposed.
6. Upon completion of the aforementioned requirements, the local sales tax will commence
and run for 20years or until a sum sufficient to fund the voter approved project, including
related debt costs, is raised, whichever comes first.
Adopted by the City Council this 30th day of January 2020.
Approved:
Attest:
____________________
____________________________
ASSISTANT CITY ADMINISTRATOR

P:\20RES\20-1-24 Local Sales Tax Request

MAYOR

