AMENDED 4/4/16 @ 3:30 pm

City of Phillips
Committee of the Whole Meeting 
Training Room, Municipal Hall
174 S Eyder Avenue

April 5, 2016
5:30 p.m.

Mayor:  Charles Peterson
Committee Members: Jerry Clark, Richard Heitkemper, John Vlach, Laura Tomaszweski, Dorothy Hanish, John Klimowski.

City Attorney: Bruce Marshall

Department Heads:  Public Works Director–Jeff Williams; Water/Wastewater Supervisor-Todd Toelle; Police Chief-Michael Hauschild; Fire Chief-Jim Pisca; Library Director–Rebecca Smith; Clerk/Treasurer: Barb Revak

This meeting is held in compliance with Wisconsin’s Open Meeting Law, WI § Chapter 19, Subchapter V.  As such it is open to the public.

City Council members present may also represent a quorum of any Committee or Board of the City Council listed below and, as such, may proceed to meet and conduct business as listed under that Committee or Board portion of the agenda below, if the full City Council doesn’t have sufficient members present to satisfy quorum requirements to enable it to meet as the Committee of the Whole. 

Call to Order (presiding officer) Time:  _________

a. Greeting

b. Certification of compliance with Open Meeting Law

c. Pledge of Allegiance

Roll Call:  Chuck Peterson ___, Jerry Clark___ , Richard Heitkemper ___,Laura Tomaszewski ___, John Vlach___, Dorothy Hanish ___, John Klimowski___.

Public Comment: 

DISCUSSION-ACTION ITEMS:

General-Mayor/Clerk
1. Set next month’s meeting date and time:  Tuesday May 3, 2016 at 5:30 p.m.  
2. Motion to approve the minutes from March 1, 2016 meeting.
3. Mayor updates:
4. Clerk updates:
a. Extend the life of the TID’s by 3 years.
b. Purchase of Land – Tim Hanish

Board of Public Works/Recreation –Klimowski/Tomaszewski
5. 2015 street projects:
6. 2016 street projects:
7. Well #7 updates and motions:

8. MSA Phosphorous Removal update - Tom

9. Public Works & Water/Sewer updates:
Public Safety - Vlach
10. Fire Department updates:
11. Police Department Updates:
Licensing/Permits – Hanish
Personnel/Budget/Finance – Clark
12. Requesting approval of a loan from the Commission of Public Lands in the name of the City of Phillips-Phillips Lionite Hardwoods Company.
Legal
City Council

13. Council Update:
14. Adjournment:  Time:  _______
Committee of the Whole

Council

Meeting Minutes

April 5, 2016
Mayor Peterson called the meeting of the Committee of the Whole to order at 5:30 p.m.

Present:  Charles Peterson, Jerry Clark, Richard Heitkemper, Laura Tomaszewski, John Vlach, Dorothy Hanish, John Klimowski, Bruce Marshall (City Attorney), Barb Revak, Mike Hauschild, Anna Marie – Bee, Michael Stoffel, Travis Abraham, Jeff Williams, Todd Toelle, Jim Pisca, Tom Fitzwilliams-MSA, Tim Hanish, John Slaby, Nick Trimner, Marty Krog, Steve Willett, Keith Pierrard and Travis Nez.
Public Comment:  
DISCUSSION-ACTION ITEMS:

General-Mayor/Clerk
1. Set next month’s meeting date and time:  Tuesday May 3, 2016 at 5:30 p.m.  

2. Hanish/Clark motioned to approve the minutes from March 1, 2016 meeting after re-wording sentence in #7. Carried
3. Mayor updates:  The city will be talking with Steve Willett about an upcoming investment request.
4. Clerk updates:

a. Extend the life of the TID’s by 3 years:  Brian Ruechel called and informed the city of an extension that is available to the City of Phillips.  The State gave funding to technical colleges which reduced their tax levy which in turn reduced the amount of fund received from the TID’s.
Heitkemper/Clark motioned to recommend to the Common Council to proceed with the process of a 3 year extension on the TID’s which will allow for additional projects and revenue.  Carried
b. Purchase of Land – Tim Hanish:
Tim stated he would be interested in a strip of land the city owns between his house and the Ball Field and put in a driveway.  Mayor Peterson stated well #7 might be the one that the City of Phillips needs and we may not be able to sell the piece of land.  The City of Phillips may have to hook his sewer into the cities, vacate his septic so the City of Phillips can use this well.  There may be a deal the city can make.  Stoffel explained more on this issue.  There was more discussion on Well #7 by Stoffel and the Committee.  The Mayor asked for Tim and Williams to look at the property and bring back info to the next meeting.
Board of Public Works/Recreation –Klimowski/Tomaszewski
5. 2015 street projects:  There is a soft spot on Hickory that will need to be repaired.
6. 2016 street projects: Discussion on Oak, Walnut, Linden and a piece of Maple.  Some of these streets will need full reconstruction and curb and gutter, others will be ok with pulverizing and one layer of new blacktop.
Clark/Hanish motioned to recommend to the Common Council to move forward with 2016 street projects of N Minnow Lake Rd, Ridgewood Cir, Ridgeway Dr, Ridgewood Ct, Pine Ridge Rd, Trinity Dr. and N Airport Rd. not S. Airport.  Carried.

7. Well #7 updates and motions:  Discussed previously
8. MSA Phosphorous Removal update – Tom (MSA): Tom gave a report and things may look better than expected.  A study was done and report prepared on the Phosphorus levels coming out of the plant.  Four locations were chosen on the Chain of Lakes for monitoring.  Lonn Franson-DNR has been very helpful with this project and it may not end up being as expensive as originally expected.  Phillips Plating will be sharing in the cost of testing for Phosphorous.  The final report will be held off until January 1, 2017, after the testing is done.  The city may be able to get a change in the limits from the DNR.
9. Public Works & Water/Sewer updates:

a. DPW - Cemetery Work, Sweeping Streets, Patching roads, doing a temporary fix, Walnut & S. Argyle.

b. Wat/Sew - Simurdiak and Rominske are at training to get their certification.  It will cost $7,250 to have strand to an underground electric line to Well #6.
Public Safety - Vlach
10. Fire Department updates:  First and Last chimney fire of the year.  Still doing updates on the Personal Protective gear.  OSHA is getting involved with the fire department and having them do physicals which could get very expensive.
11. Police Department Updates: Per Chief Hauschild
Calls reported March this year 186 last year 191.  YTD 555 last year 554.
On March 24th a canine was brought into Phillips Plastics and one vehicle was found to have Marijuana and drug paraphernalia.  This person was given a city citation and fired from his job.
Day after a drug search was executed and they recovered controlled substance, marijuana, drug paraphernalia and evidence of manufacturing marijuana. This person is on a Felony Hold.  Drug Officer Peterson is doing a really good job.  There is still meth and heroine in the city.  Because of the production of medical Marijuana Wisconsin is seeing an influx coming into Wisconsin.  They aren’t dealing with oz’s, now it is pounds.  Evidence room expectation will be started on Monday. Solar powered Radar Unit from DOT grant that will be installed by Hilgy’s Gas.  This will be hung up in the trees.
Licensing/Permits – Hanish

Personnel/Budget/Finance – Clark
12. Requesting approval of a loan from the Commission of Public Lands in the name of the City of Phillips-Phillips Lionite Hardwoods Products Company:
Dick Heitkemper asked if the Council has the legal authority to borrow money to loan to a business.  Per Marshall Yes and No, certain types of economic development’s that allow this and others that don’t.  This will be discussed shortly.
Mayor Peterson commented that he personally would like the City to do whatever they could to help open this plant back up so he can get his job back but as a Mayor he is taking himself away from this and wants the Council to do what is best for the City of Phillips.
Phillips Lionite Hardwoods Products Company:

Steve Willett spoke for the first opportunity to make a public announcement on the upcoming purchase of the Georgia Pacific Plant.
a. Steve is the principle and controlling interest of a company known as Phillips Lionite Hardwood Products Company.

b. They have enter into an agreement to purchase the plant know as Georgia Pacific Hardboard.

c. They have also engaged into contracts with companies for the purchase, refurbishing, retooling, restructuring of the existing facility and also in the process of attempting to restart.
d. First acquiring the plant will cost about $4 million dollars.

e. They are asking that the City of Phillips to request Attorney Marshall to assist them in working with Northwest Regional Planning in securing a loan pass through from the Wisconsin Commission of Public Lands. What is the cities liability?  What is the Tax Payers Liability?

f. They will be asking Price County for $4 million dollars.

g. They are requesting that the Land Trust make a loan to the municipality and they pass it through to Phillips Lionite Hardwood Products Company.  That becomes secured and how to secure it and how to pay it back is the technical issues Attorney Marshall is talking about.

h. Original proposal was to secure a $10 million dollar loan from a commercial lending institution that would be guaranteed by the Rural United States Department of Agriculture Rural Development Grant guaranteed program but the problem with that is they require a first mortgage on everything and first security on everything. That precludes the Land Trust from making any loan.
i. Proposal now will be to borrow $3.5 million dollars from the City of Phillips on a $4 million dollar purchase and $4 million dollars from Price County on a $5 million dollar retooling of the plant.

j. At the end of the day the plant will be the finest Hardboard plant in the world. It will be the most efficient, the highest quality and it will be something to be proud off and Steve will talk about how it is going to impact this area.

k. They intend to tool it up so that it can make about 175 million sq board feet and sell that to the existing customers.  Primarily Lowe’s, Home Depot and Menards.

l. That leaves another 175 million sq board feet.  This will be marketed in a boteffe process. They are talking with developers, example a 50 story building in Manhattan that is interested, a 50 story building in Houston, a 350 home development in Northern Illinois.  Mathew Palus will be handling that provision under Marty Krog’s direction.

m.  Time table has a closing date to purchase of May 6th.  They have to fly to Atlanta and write the check.
n. Bolt Construction and Focus on Energy being spear headed by Excel Energy and Superior Automation will come into the plant and they will be going from one end to the other making the plant more efficient and state of the art.  They will meet the EPA standards. They will be swapping out old machinery for new.  Speed up the system.
o. John Slaby, VP of innovation.  Start with about 75 employees and by the end of the year running 3 shifts a day, 6 days a week.  Competitive wage and benefits.

p. The only reason this plant has not been torn down is because Charlie Koch ask them to deal with this investment group.  This would be an advantage to the city because if this plan ever came down nothing would be able to be built here because this land is in a flood plain.

q. GP had a deal to sell all six plants to a company from Sweden for about $300 million.  However Duluth failed to release their pollution reports by the day of closing.  EPA went in and GP ended up paying $30 million to clean it up.  So GP doesn’t want to sell this because of predecessor liability so part of the deal is that Phillips Lionite Hardwoods Products Company will provide them with a $40 million bond that would pay the first $40 million of clean up.  This benefits GP but also the City of Phillips and Price County.

r. Steve Willett convened a meeting with the DNR and they did an investigation and this plant is environmentally one of the best there is.  There has been a phase one and was no need for a phase two so there is no need for concern.

s. Attorney Marshall asked what Mr. Willett what the risk is for the City of Phillips.  Mr. Willett stated that he is a lawyer by profession and is making a representation so anything he says is a representation of his self interest. He stated he doesn’t want anyone to rely on his representation.  That is why he has advised the City to have Bruce work with Northwest Regional Planning to secure your interest.
t. It is this company’s intent that the City of Phillips and Price County would have a first on $7.5 million.

u. What is that plant worth?  When it is done there are three ways in which to evaluate it.  
a. The first thing would be replacement: they have asked Bolt in there process of determining (they are going to put in $5million of improvements) what it would cost if they were to come to Phillips Wisconsin and have 11 acres and build a plant that will do what that plant does. First of all they can’t because this plant has rail road access.  They will have to buy about 250 board feet because the plant can only make about 100 million board feet but they can press and print 350.  They need that side rail road so Bolt said they could do what they were being asked.  But in assuming that they could build that plant from the ground up to be where it is would cost about $55 million.

b. The second thing to look at is comparables: Cat bought from Blount that plant in Prentice which cost $77 million and are now put another $13 million for a total of $90 million and employ 220.  North of Phillips 350 employees in Flambeau River Papers and just refinance for about $80 million base on a value of $110.  They are bigger and have more employees but comparables would push it to be worth about $60 million.
c. The third would be the income:  Earnings Before Tax and Depreciation of about $12 million which puts this plant’s worth of $60 million.
v. The security would be that the City and the County would have a first on the land, the building and all of the equipment at a value of $60 million.
w. First scenario would be that the company pays the money back.
x. Worst case scenario would be the company fails and cannot pay the money back.  The City would then owe that money to the Public Land Trust.  The Public Land Trust has the ability to intercept the State Shared Revenue.  That is a substantial exposure and there is no way to dodge that fact.  The Public Land Trust has never done that.  They have had 4 incidences where they have had failures but what they have done is gone in and restructured the loan and sold it off.  They did that with Kimberly Clark in Nekoosa and Necedah with their plant but they have never asked the municipality to pay it back but that doesn’t mean that they can’t. And that doesn’t mean they wouldn’t.
y. The benefits to the City of Phillips and Price County and the risk’s.  The Risk’s are that these guys don’t know jack about running a plant and the City and County are going to be stuck with a $60 million plant and a $3.5 million loan.  If they fail what would be the value of the plant.  There would be at least $5 million in new equipment in the plant the plant should be able to be sold off for at least half of its value.  Steve doesn’t want to make representation about our security, it would be wrong for him to do that.  Attorney Marshall should be able to help us with this.
z. What is the downside if this deal doesn’t happen? Steve asked Jeff to run what the water/sewer revenue is from this plant and it is substantial and he feels the City would have to go to the PSC and have them restructure our rates.  They will be paying substantial property taxes and that would be a lose to the City. They have done a spin down.  If you take the amount of money they are going to put into that plant.
aa. They will be getting about a $7.5 million in chips from Park Falls, 6 million in employment and other purchases.  A direct spin down comes to about $70 million in a year.  A spin down is how many times that dollar will be used.
ab. Steve is on the School Board also and they would be affected by losing population.

ac. Price County is losing some assessed value and if this plant doesn’t open it could accelerate that more.

ad. Steve spoke on a more personal level as to why he is interested in this project.

Question and Answer Section:
a. What is the experience in the management personnel what is the experience in running this mill?  Keith Pierrard – employed at GP since 1984 as an electrical engineer. John Slaby – 1969 and have worked every corner of that plant.

b. Marketing end- Marty Krog has had sales experience for 30 years.  They will be selling on six different avenues.

c. Investing $3.5 and $4 million and what is the time frame of pay back.  The land trust will do that but approximately 20 years.
d. What is being invested from the private sector? Steve has a million in it already and will be putting in another million.  There are others but Steve Willett is the biggest.

e. $3.5 from the city, $4 from the county and another $2 from the county.  What is the other $2 million for?  Part of it is to buy the hanger from Debbie Cervenka and part to buy the plane.  Steve will personally buy this plane and then lease it back to the company and then secure the interest in the plane to Price County.

f. On the repayment of this loan and if it is structured by the Land Trust and it goes over 20 years, how does that money flow back to the Land Trust if the City of Phillips holds the note?  The company pays it.  This doesn’t affect the City of Phillips borrowing power.  This is not a GO note.  This only effect would be you are limited by your borrowing limit and this will go against that ceiling.  This is an industrial revenue loan but it has different security, if it fails the land trust has the right to intercept the cities shared revenue.  

g. Attorney Marshall doesn’t think this goes against the cities general borrowing limit.  But what it does do is the money is loaned to the City and then loaned to the business.  There is an annual payment made to the Trust Lands.  That payment will be made by the Company.  If the company goes belly up the Shared Revenue would possibly be taken to make the payment.  This may or may not happen.  There number one way of dealing with these situations is to restructure.  To figure out a way so the company doesn’t fail.

h. Attorney Marshall, what will be the priority of security?  What is being talked about, the city doesn’t want to be an owner of a plant.  The collateral is between the state and the city is this intercept of shared revenue.  We can assign what other collateral we get to the state, but ultimately we for our deal with the state is secured first and foremost is the pledge of revenue sharing to the state.  On the physical side, when we then turn to the company and they pledge the land, the building, equipment, machinery that’s a first lien to the City and the County.  Attorney Marshall’s take is this does not go against the cities general borrowing limit.  Been in touch with Baird and Bond Counsel at Quarles and Brady.  But he did not ask if the went against the borrowing limit.  If it would then there is no need to go on because the city doesn’t have it.
i. Does the City and County have a first lien on the new equipment as well or will venders hold a lien on the equipment?  Willett stated it will take them $5 million 1 million focus on energy. $4 million for equipment Bolt and the suppliers want a check for $4 million.  The City and County will have a first on everything.
j. What is the total project cost?  Willett - $20 million.  Where is all the money coming from?  Some of it is proprietary.  3.5 – city, 4 – county, 2 – county, 1 – focus on energy, 2 – WEDC, 2 – WHEDA (need a match), 1 – Willett and friends, 5 – working capital.  It will take four months to get it up and running. 
k. Time Table:  This has to be closed by May 6th.  Bolt says they want 4 to 5 months to re-tool it.  John Slaby said they can’t wait that long so they told them they have two months. At that point it costs about 1.2 million a month to run the plant.  They are borrowing 5 million from Agstar, they can guarantee up to 90% of a 5 million loan that actually is going to come from First National Bank in Park Falls but Willett has to come up with $500 thousand.
l. Who are the investors?  The rumors are correct.  The partnership is with three trusts, Thomson trust one, Thomson trust two and Thomson trust three.  Also some individuals.  They have held back 20% of the company back for the employees.  It will be a type of profit sharing.

m. A plane is important to bring in the customers to market the product too.

n. Will the City of Phillips still receive the city’s share of the taxes and utilities?  Yes.

o. Steve wanted to know if this was in a TID?  No.  We amended our project plan to allow for payments to try and find help for this company.

p. Was there an attempt to do industrial development bonds by your group?  No  You need a commercial industry to fund these bonds and they won’t do this because of the location and no one wanted to do it.

q. What is the cash flow that you see for the individuals?  Paying competitive wages, $20/hr, retirement, insurance.  What about the upper management?  Steve is the CEO and taking no salary.
r. Fire steel will be managing this account.

s. Marshall: Whether or not the City or the County is interested or not someone outside needs to get involved.  Northwest Regional Planning would be the group that has the expertise to handle this.

t. There needs to be a joint meeting to see if this is realistic or not.
u. Where do we go from here?  Nick Trimner, Price County, wanted to know if one or the other decided not to do this what would happen.  This project wouldn’t happen in the end.

v. Discussion on TIF base value if it would be created and what the revenue stream would be.

w. Competition:  DPI would be the biggest competition. Each plant is in the same field but can do different things.  The Chinese would be the biggest but there product isn’t as good.

x. Is the intend to remain an employee owned company or to flip it in 10 years?  None.  Mr. Willett isn’t getting into this to flip it.

y. Revak asked if this was the time to make a motion to contact NWRP to get things going and have them advise us?  There is money set aside to have them help the city and advise us as to what to do. Nick Trimner stated sharing the cost but then ask the company to reimb us the funding.
z. Discussion on who would take first position on the security of the business.

aa. Hanish/Tomaszewski motioned to contact NWRP to advice the City and County on a potential investment in Phillips Lionite Hardboard Products LLC.
Jerry – y, Dick – y Laura – y, John V. – y, Dorothy – y, John K. – y.  Carried
Legal
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13. S. Argyle at Blake Anderson’s junk in yard and Skunks are starting to show up.

14. Clark motioned to adjourn - Time:  approx 8:15
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City Clerk-Treasurer
