
Send a copy of this to the city attorney and 
auditor.

Water, Sewer, Storm Water

If a section of the street is torn up to 
replace water, sewer, storm water, then 
the street replacement can be part of 
these loans and grants.

The Mayor previously signed the Letter 
of Intent to meet these conditions.

The RD 940-1 Forms may be requested by the auditor. There are three of them, two for the WEP 
loans because they can only fund up to $9,999,000 per loan and one for the CF Loan. They are 
saved in the finance/audit/infrastructures forms for auditor file.

RUS = Rural and Utility 
Service Loan and Grant

Forms RD 
1940-1 were 
signed by the 
Mayor in 
December of 
2022.

Workshop began at 3:00pm.
Members Present:  Mayor Bruce Bebo, Councilor Chris Penaz, Councilor Sandie Adams-Bruins, Councilor 
Joanna Jacobs, Councilor Josh Mason
Staff Present:  Clerk Diane Pedersen

Others Present:  Doug Grindberg, John Rodeberg, Sam Fink, Shannon Sweeney, Darrell Kaczmarek, Larry 
Lhotka, Ray Bandas
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This can include attorney fees paid by the city.
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This means 
that the 
PFA Sewer 
Grant must 
be in place 
as the city 
contribution 
and the 
other RUS 
and CF  
loans are 
already in 
place..

The 
timeline 
for 
advertis
ing for 
bids is 
fall of 
2024.

Ineligible street portion for 
RUS funds.

This isn't going to happen, but it must be completed within five (5) years from the date of obligation which is 
12-27-2022. At the three (3) year mark, the engineer will need to write a letter to Rural Development and 
request a one (1) year extension stating the reason why. At the end of year four (4), when the project still is not 
complete, another request for a one (1) year extension with the reason why it's not done including a projected 
completion date will need to be done. These extensions can be approved in State. After year five (5), approval 
needs to go through Washington, so it's best to complete the project within five (5) years from the date of 
obligation.

Storm sewer and streets would be the best opportunity to get State funding. We need to make sure that any funding 
coming from the State does not cme with the Build America, Buy America requirement or Prevailing Wage.. 
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Five (5) years from the 
date of obligation is 
12/27/2027, so the Letter 
of Conditions does 
provide for a completion 
date beyond.five (5) 
years.

If the interest 
rate drops 
prior to 
closing, the 
city would 
get that 
lower 
interest rate.

General Obligation Revenue Bond

The RUS Bulletin 1780-27 for $4,585,000 needs to be adopted by council resolution and returned to Rural 
Development as soon as possible. The third page of the document is to be left blank as it is a certification at 
the time of closing that nothing has changed. The USDA Fomr RD1942-47 for the ineligible street loan for 
$2,817,000 needs to be adopted by council resolution as well. In addition, the RUS Bulletin 1780-12 needs 
to be executed by the Mayor for the RUS Grant in the amount of $4,177,000. 4
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Part of the 
funding of 
this project 
is to make 
sure that the 
city has 
accumulated 
enough 
funding over 
the next 40 
years to 
replace 
short-lived 
assets, 
which are 
assets with 
a life-span 
between 
5-15 years 
that need to 
be replaced. 
This must 
be 
established 
at the date 
of the loan 
closing and 
must be 
maintained 
for the life of 
the loan (40 
years).
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The scope of this project included water distribution, sanitary sewer collection, and storm water 
collection and street replacement. It does not include the water treatment plan or water towers.

This has 
been 
completed 
by SEH. 
They have 
received 
the letter 
back saying 
it is 
acceptable.

This will be 
reviewed at a 
council 
meeting and 
then sent to 
Rural 
Development.

SEH will 
submit these 
to Rural 
Development.

This project 
does not fall 
under the new 
Build America, 
Buy America Act 
due to the 
signing of 
documents prior 
to January 1, 
2023. This will 
save between 
10-20% on 
project costs. If 
major changes 
need to be made 
to the project, it 
could become 
eligible for the 
new act. 

If additional funding is needed for the project, it will be best to not go to Rural 
Development as it would then cause the whole project to have to fall under the Build 
America, Buy America Act. Shannon Sweeney will need to look into additional funding 
options if this were to happen or the city would have to look at reducing the scope of 
the project. 6
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This will be 
completed 
by the city 
attorney.

Bond 
Attorney 
is Chris 
Virta with 
Fryberger 
Law Firm.

These 
items will 
be 
completed 
by the city 
attorney.

Make sure they 
know they have 
do prepare both 
preliminary and 
final title work.
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8

Provided by SEH
Needs to be provided 
to city attorney.
Needs to be completed 
for each easement. 

One for sure 
which is the storm 
sewer line.

Prepared by City 
Attorney, signed by 
Mayor.

Prepared and signed 
by City Attorney.

Needed for any 
properties that will be 
acquired by the water, 
sewer, or storm water 
utility and are currently 
owned by the city.

Site owned for the 
water tank.
Cleveland Ave lift 
station lot.
Sewer treatment 
ponds.

Preliminary forms are needed to get closing instructions.When closing on the loans, final title opinions will be needed. Make sure the attorney is aware of that.

Check with LMC 
to see if they 
have a Conflict 
of Interest Policy 
model.
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If these 
numbers 
change 
substanti
ally, let 
Rural 
Develop
ment 
know.
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Can set up a 
separate 
account or use 
Banyon to track.

Form SF3881 
Electronic 
Funds 
Transfer 
Form

Shannon 
Sweeney will 
need to find 
interim 
financing for 
all of the 
USDA loans.

This will 
need to be in 
place prior to 
authorization 
to advertise 
for bids.

Underwriting 
was based on 
the city being 
able to collect 
enough 
revenue from 
the water, 
sewer and 
storm water 
systems to pay 
for the debt 
service. 

Need to 
provide Rural 
Development 
with a rate 
schedule 
showing that 
the city will be 
able to pay the 
debt service, 
O&M, and 
short-lived 
asset reserves. 
Short-lived 
assets reserve 
is split between 
water and 
sewer 
(breakdown is 
in the 
addendum).

Need a budget for the water system, sewer system, storm water system and a general fund 
budget showing the proposed debt service.A seperate budget is needed for the Communities 
Facilities (CF) Loan.

Disaster plans for the water system and sanitary sewer system. MN Rural Water will come out and 
prepare the plans if we don't have them. Rural Development needs a certification that these plans are in 
place prior to bids being authorized.
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The money 
the city will 
want to 
have when 
the loans 
are closed 
and interim 
financing is 
paid off.

SEH will present the bid tabulation to USDA with a letter or recommendation on the low bidder. Unless 
there is a very compelling reason otherwise, the low bidder will have to be used. If the person doing 
the bidding can get a bid bond, they will more than likely be eligible. The city will have little choice 
selecting a contractor. If this is an issue, the city attorney will need to be involved. 
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Order of Funds used: 
1. applicant

contribution
2. loan funds
3. grant funds -

USDA and State
grant funds

Any money to
be lost will be
grant funds.

City 
Attorney

City 
Attorney

Everything 
that had a 
preliminary 
title opinion 
will need a 
final title 
opinion.
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Need to provide Rural Development with a copy of the city's insurance so they can verify that the city is 
adequately covered for liability. 
The city must have Fidelity Insurance which is a bond insurance for up to the maximum amount that can be 
in the construction account at any one time on everyone that has access to city funds. It is required for the 
life of the loan, but once construction is over, this can be lowered to the amount of the annual payment 
amount.

Rural 
Development 
does this, it 
is just 
paperwork 
the city has 
to fill out.

RD will 
provide 
this.
They will 
provide 
poster 
that will 
need to 
be put 
up.

This will be done by Rural Development every three (3) years. They also do an 
inspection of the security which is the water system  and the sanitary sewer 
system. This is done for the life of the loan. 
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Loan closing will 
occur near the 
end of 
construction or 
when interim 
funds are full 
dispursed.
Since there are 
two loans, there 
will probably be 
one loan closing 
at the half-way 
point of 
construction for 
the smaller of 
the two water, 
sewer, storm 
water loan and 
then the final 
loan closing for 
the second loan 
for the water, 
sewer, and 
storm as well as 
the closing for 
the street loan 
will be at the end 
of construction.

this is the 
account that 
will hold the 
annual 
payment.

Make sure 
SAM is 
renewed 
every year.

Need to have a 
certified operator for 
the water and sewer 
systems.

Let Rural 
Development 
know if this 
happens.
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SEH has 
this in their 
budget.

They will be 
on-site every 
day that 
construction 
is being done 
and will 
provide 
monthly 
reports to 
Rural 
Development.This will 

include RD, 
contractors, 
inspectors, 
and the city to 
review 
expectations 
of the project 
during 
construction..

Pre-final is 
when 
construction is 
substantially 
done. Final is 
when 
everything is 
complete. The 
warranty 
inspections is a 
one (1) year 
inspection 
done within a 
year of the final 
inspection.

Any changes 
must be 
approved by 
the city, the 
engineer, and 
RD.
Every month, 
every invoice 
must be 
submitted to 
RD for 
approval of all 
payments.
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An annual 
audit will 
continue to 
be required 
for the next 
40 years or 
the life of the 
loan.

The level of 
the audit will 
need to rise 
for the years 
the city is 
receiving 
Federal funds 
for the project.

Provide 
Auditor with a 
copy of the 
Letters of 
Conditions.
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Prepayments 
can be made 
at any time 
without 
penalty.

After loan closing, by December 1 of every year the annual budget for the General Fund, Water Fund, 
Sewer Fund and Storm Sewer Fund must be submitted to Rural Development.
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Rural Development will inspect the water and sewer systems.

This needs 
to be done 
now and 
then every 
five (5) years 
for the life of 
the loan.

Civil Rights 
Laws the city 
must comply 
with.
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Send a copy of this to the city attorney and auditor.

Street portions that is 
not covered under 
the water, sewer, 
storm water loans 
and grants.

Forms RD 
1940-1 
were 
signed by 
the Mayor 
in 
December 
of 222.

This is a 20 
year loan at 
3.50% 
interest rate.
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Sidewalks on public rights-of-way could possibly be done under this loan 
Recreational Facilities can not be funded with Community Facilities Funds.
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Workshp adjorned at 4:45pm

Diane E. Pedersen, City Clerk 

Seal of the City:

60




