Approved Regular City Council Meeting Minutes

Monday, January 12, 2026 6:00 PM
CiTY OF MINNETONKA BEACH
REGULAR CITY COUNCIL MEETING MINUTES

Roll Call: Mayor Joe Pagano; Council Members: Chris Dovolis, Jennifer Halverson, and Jason Mohr; Absent: Bill
Whitely

Staff Present: City Administrator Heidi Honey, City Clerk Jane Burgess, and Public Works Superintendent Jason
Hilgers

1. Callto Order
Mayor Pagano called the meeting to order at 6:00 pm

2. Pledge of Allegiance
Clerk Burgess led the Pledge of Allegiance

3. Approve Agenda
Halverson requested the addition of Iltem #10.15 on the Consent Agenda, Pay Equity Report.

Halverson motion, Mohr second to approve the January 12, 2026 City Council amended meeting agenda. All ayes,
the motion carried.

4. Approve Minutes
4.1. Truth in Taxation Hearing of December 1, 2025 Continued to December 8, 2025

Mohr motion, Dovolis second to approve the Truth in Taxation Hearing of December 1, 2025 Continued to
December 8, 2025 meeting minutes. All ayes, motion carried.

4.2. Regular Meeting of December 8, 2026
Halverson requested that a typo be revised correcting the word lean to learn on page 6. Burgess will amend.

Halverson motion, Dovolis second to approve the December 8, 2025 regular City Council Amended meeting
minutes. All ayes, motion carried.

Mayor Pagano briefly spoke about Agenda Item 8.1 which Treasurer Zinn will present. He will seek direction
from the council as to how to direct the Finance Committee to develop long-term strategic direction for
remaining infrastructure projects and funding for them over the next 20 years. Pagano stated that in 2010,
Mayor Joann Anderson had the foresight to establish the Finance Committee whose primary task was to
develop a long-term strategy for infrastructure replacement. Council’s guidance and direction for exactly what
that strategy development entailed was not specific. Pagano added that he and Administrator Honey read the
Finance Committee meeting minutes from 2010 forward. They learned that over the years, as City elected
officials and Finance Committee members changed, this long-term strategy initiative was never completed.
He and staff decided to bring this important concept to the council for discussion with decisions made as to
how to move forward.

5. Guests -
5.1. Orono Police Report — December 2025 and Summary of Activity 2025 — Sgt. Spencer
Sgt. Spencer presented the Orono Police December 2025 Report stating that there were nine calls for service
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in the area. They ranged from welfare checks, assistance to another agency, a deer through the ice, theft of
property, identity theft, a suspicious person, and a medical call. These are typical calls for the department. He
said that Chief Farniok is briefed regularly about the civil unrest situation in Minneapolis. Orono Police will
assist surrounding agencies as needed.

Planning and Zoning
6.1. Council Direction to Staff on Scheduling a Public Hearing for Proposed Amendments to the Zoning Code
Regarding Interim Uses, Accessory Dwelling Units, and Notice Requirements
Honey stated that her packet memo provides pertinent background information, and she also included a
November email from City Attorney Batty when ordinance language amendments were first discussed. In
November, the Planning Commission reviewed the proposed amendments and requested that Zoning
Administrator Monson come back with other options. Monson discussed the other options with Batty, and
they agreed that the first option, previously presented, was the best option. In December, Monson presented
the options and the conversation with Batty to the Planning Commission. They passed a motion that due to
pending litigation, the Planning Commission is referring this back to the City Council without a
recommendation. Due to this action taken by the Planning Commission, legally either the City Council or the
Planning Commission can hold the Public Hearing. Honey asked the Council to determine if they or the
Planning Commission should hold the Public Hearing. Halverson stated that she has attended all the Planning
Commission meetings, and feels it is efficient for the Council to hold the Public Hearing as they are ultimately
the decision makers.

Halverson motion, Dovolis second, to direct staff to hold a Public Hearing for proposed amendments to the zoning
code regarding interim uses, accessory dwelling units, and notice requirements at the February or March City
Council meeting. All ayes, motion carried.

7.

Old Business

7.1. City Position on Hennepin County Regional Railroad Authority (HCRRA) Encroachments

Pagano reminded the Council that the long-standing encroachment issue with residents who live along the
Dakota Trail corridor and abut HCRRA property has been discussed several times in the past. The HCRRA’s
position is that some residents along the trail have privatized property that belongs to HCRRA with yard
extensions, hedges and structures. He and staff met with HCRRA staff to understand their issues and walked
the trail twice with them, and also with Boe Carlson of Three Rivers Park District, looking at residents’
properties and confirmed the encroachments. Pagano noted that unfortunately the final landscaping
agreement between property owners adjacent to the trail and HCRRA, who owns that land, cannot be
located. Three Rivers Park District cannot find the agreement either. Pagano and staff feel that after reviewing
the facts and having meetings with all involved parties, the issue is between HCRRA and the individual
resident encroaching. HCRRA has reached out to residents along the corridor and they are willing to work
cooperatively with residents, including the possibility of permitting certain uses where appropriate. Some
residents have already engaged in this process with HCRRA. The City’s role is to maintain the principles that all
parties should respect each other’s property rights, and also HCRRA should be held to the same maintenance
and grooming standards that the City would require of any other property owner. There is concern that if
HCRRA is in charge then it may not be maintained to our standards. City Attorney Batty confirmed that these
issues are between two property owners and does not involve the City.

Dovolis asked how the maintenance done by HCRRA of their property has been. Hilgers explained that the City
has been doing it and will continue to mow etc. along the promenade area adjacent to the trail. He added that
trail-adjacent residents have been taking care of the property that is technically HCRRA’s, but HCRRA wants to
maintain it. He stated that HCRRA has a good working relationship with the City as demonstrated with the 13
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trees they replaced in front of City Hall along the trail. The impression is that they want to work with both the
City and the residents. It was decided that a motion was not needed and the City will not get involved with
encroachment discussions between HCRRA and residents along the Dakota Trail.

7.2. Greater Lake Minnetonka Area Legislative Coalition

Pagano stated that under Senator Johnson Stewart, District 45 mayors have been working together, and
common issues have been identified that could use her assistance. Mayor Mullins of Wayzata and Mayor
Carlson of Deephaven have taken the lead creating a coalition of 12 cities, with structure and purpose, in a
short time. He added that a highly regarded lobbyist, who is a former legislator who can access House and
Senate leadership, has been identified to advocate for nearby participating cities to the state legislature. The
cities’ priorities were identified including local property control, and infrastructure funding (at Pagano’s
insistence). With a lobbyist in place, these issues can be addressed at legislative sessions more effectively. The
cities will divide the $55,000 fee for the lobbyist based on property tax base and number of homes.
Participating cities are seeking approval for this expense from their councils at this time. The City’s share
would be $1229.00 annually, for a one-year contract, with plans to extend it two to three years. Pagano
concluded by stating that the lobbyist could make a difference for the City with huge payback.

Zinn stated that this small investment of $1229.00 could potentially have significant benefits to the City.
Dovolis agreed that this is a small price to pay to try this and every stone will have been turned by the City in
pursuit of funding on behalf of Minnetonka Beach residents.

Halverson motion, Mohr second to authorize the expense of $1229.00 and direct Mayor Pagano to execute an
agreement for legislative representation. All ayes, motion carried.

8.

New Business

8.1. Direction to Finance Committee Regarding Development of Long-Term Strategy Plan

Pagano emphasized that the City has a far deeper understanding of its financial position than in prior years,
including detailed knowledge of bond amortization schedules, reserve requirements, and the implications for
residents. He added that the improved understanding extends to coordination with Public Works and the City
Engineer, particularly regarding how awarded funds would be spent. With good planning and long-term
strategies in place, and an updated Financial Management Plan (FMP), future councils and Finance
Committees will have a good tool in place to follow and continue to execute. The goal now is to define both
the dollar amount and timeline for a long-term strategy, codify it, and ensure it becomes part of an annual
review process for future councils.

Zinn reviewed the scale of recent infrastructure investments noting that the City has invested approximately
$17-18 million, primarily in water infrastructure, all funded locally. To support this level of investment, the
City had to generate sufficient revenue to cover the associated debt service. He explained that the City’s
revenues fall into two categories — water fees and related charges, which is almost entirely within the City’s
control. The other category is the general property tax levy, and only about 27% of it goes to the City. He
recommends that water rates, which have already been increased significantly, should now be held relatively
steady, with future adjustments limited to operational inflation rather than major increases. On the general
levy side, since the City only receives 27% out of total tax paid, the goal for debt service should be to keep
things as flat as possible going into the future. Zinn notes that the first major bond maturity does not occur
until 2032, with the next following around 2040-2041. As a result, the City has limited capacity to issue new
bonds over the next 10-15 years, reinforcing the importance of maintaining stability for residents and
approaching future projects incrementally rather than through large new undertakings. He emphasized the
need for flexibility in case the City is awarded legislative funding. Even if the award is only $2-3 million, that
would be transformative as the City’s annual budget is only roughly $2.5 million, so priorities and plans could
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be adjustment. He added that the City should maintain what it can control, manage what it cannot, and be
ready to adapt if new opportunities arise.

Zinn explained that current water rates of $13.40 per thousand gallons, along with the $335 water treatment
plant fee billed quarterly, and annual debt service of approximately $1.2 million. While debt service is
projected to increase by about $75,000 in both 2027 and 2028 due to previous obligations, no further
increases are planned beyond that. They also discussed what happens when a bond matures, such as in 2032
when approximately $134,000 in annual debt service rolls off. Zinn stated that when debt service falls off, the
City should keep operating at that level with resident payments going towards building infrastructure
reserves. Lastly, Zinn explained that when the City hits bond call dates in 2028 and 2029, there will be
opportunities to refinance existing debt. This could lead to savings of $30-40,000 per year in 2028 and 2029 in
interest finance costs even if interest rates remain similar.

Pagano added that the conversion of the Minnetonka Beach homes in Lafayette Ridge, currently on Orono
water, to Minnetonka Beach water could generate $40,000 in revenue annually to the City. He reemphasized
the need to inform residents of where the City is at and what the strategy is for where the City is going related
to finances. The philosophy of “chipping away” can be explained to residents in a fourth letter to them so they
can see what that looks like in practice, and how the steps fit into a long-term financial strategy.

Halverson stated that this is a good proactive plan to maintain costs and save whenever possible rather than
be reactive. Dovolis stated that he agrees that the City should maintain flexibility based on what may come in
from the state, and if interest rates come down the City could take advantage of opportunities associated
with that. They discussed the City possibly taking on new debt if interest rates are lowered and to be prepared
for a match should any future funding rewards require that. Bank loans could be a possibility too.

Pagano stated that it is important that over the next 10 years, to identify how much of the S20M in
infrastructure projects needing completion can be completed. The Finance Committee’s long-term strategy
should also be defined. If this discussion had taken place in 2010, the City could have completed
infrastructure projects at much lower interest rates with low inflation.

Zinn recommended bringing the items discussed at this meeting to the Finance Committee and their
recommendations can be brought back to the Council. They should analyze debt service schedules, continue
to build reserves, and look at financing options achievable over the next ten years. He added that a good
strategy would be to keep infrastructure debt service relatively flat, absent inflation, rather than continually
increase water rates or taxes. Debt service can be maximized as older debt rolls off or is refinanced.

Pagano agreed that the Finance Committee’s buy-in of the plan is necessary, as well as their determination of
what infrastructure projects can be accomplished by the City over the next ten years. They discussed having
quarterly Finance Committee meetings and increasing their visibility throughout the year. Halverson stated
that this is a good plan to utilize the financial experts on the Finance Committee. Zinn and Honey will provide
the committee with all necessary documents and reports needed.

8.2. Mayor’s Letter to Residents/State of the City

Pagano presented his plan for his fourth letter to residents which will clearly explain recent budget increases.
He will explain why the City’s General Fund Budget increased by 30% this year, with the majority of that
increase — between $600,000 and $800,000 — attributable to new debt service, not to rising operating
expenses. He noted that the budget for Orono Schools decreased. Pagano explained how different projects
are funded. For example, the Water Tower was paid for with water-related fees on residents’ quarterly utility
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bills, not by property tax levy. He will detail how the original funding strategy, roughly 1/3 from increased
water fees, 1/3 water treatment plant fees, and 1/3 from property taxes was followed. The plan is for this
letter to be mailed in March to coincide with residents receiving their final property tax bills. Council and staff
provided positive feedback to Pagano’s plan for this letter to residents as it continues to reinforce the goal of
the City providing clear, timely, and understandable communication. He also suggested that Burgess include
in the Beachcomber information that residents may qualify for an up to $1,000 rebate if their property taxes
increased 12% or more.

8.3. Ordinance No. 163, 2" Series Ordinance Amending Chapter 6 of the City Code Regarding Parking and
Resolution 2026 — 08 Authorizing Publication of ordinance No. 163 By title and Summary

Honey explained that her packet memo details why the parking section of the City Code was reviewed. Trucks,
trailers, and ATVs were parking on City turf and Orono Police could not enforce their removal. The code
language needs an amendment adding that parking is prohibited on any public grounds in the City except in
designated parking areas, which would be Ray Peters Park parking lot, for example. Orono Police can then
enforce the code, and this will then prevent parking on all public property turf.

Mohr motion, Halverson second to adopt Ordinance No. 163, 2" Series Amending Chapter 6 of the City Code
Regarding Parking. All ayes, motion carried.

Mohr motion, Halverson second to adopt Resolution 2026-08 Authorize Summary Publication of Ordinance 163, 2"
Series by Title and Summary. All ayes, motion carried.

9.

Finance

9.1. Financial Dashboard

Zinn presented his Financial Dashboard stating that the City is $470,000 ahead of last year in its cash position,
because of a funding receipt from Hennepin County Property Tax settlement. Honey added that the next
settlement will be received in May or June. Zinn anticipates that reserves will increase based on the budget
and receipts. There is $S4 million left in the bond funds which is sufficient to complete the water treatment
plant with no anticipated shortfall. He will update the debt service section to reflect 2026 and 2027 for the
next meeting. Zinn stated there is nothing unusual in Accounts Payable with no major concerns and staff is
doing a great job controlling costs. Zoning, engineering, and legal, despite litigation, finished under budget for
2025. He noted that the City is not having new studies done, and is instead reutilizing and reviewing study
analyses done in previous years, a practice he credited to Mayor Pagano’s suggestions. Although the City
expects to receive Stantec invoices, Zinn and Honey project that as of today, the City might finish the year
$47,000 under budget which will go to reserves. Councilmembers commended staff for strong cost control
and budgeting. Zinn explained that cash-basis accounting more clearly reflects bond payments which helps for
future budget discussions.

9.2. Summary Report of City Finances — Year to Date: Unaudited December 2025 Budget Review

Zinn stated that Administrator Honey has done a great job managing City finances. Zinn reviewed actual vs
budget highlighting various account codes and revenues versus budget. Of note, interest income of $98,000
was earned in the General Fund compared to 3% budgeted. Building permits and related revenues
significantly exceeded projections. They discussed interest earned on bond proceeds and the fact that this
interest may be restricted and not available for operating expense use. It may be that interest earned on
water bonds must be applied back to water-related projects, but they will confirm this with Bonnie Schwieger,
of Abdo, the City’s auditing firm. The City received a PFAS 3M and DuPont settlement payment of $57,700,
which was excluded in the City’s operating performance.

Page S of 8 City Council Regular Meeting Minutes January 12, 2026



Approved Regular City Council Meeting Minutes

Zinn stated that overall, water revenues were as expected although the City sold about one million gallons
less water than anticipated, which represents very positive 96% forecasting accuracy. Sewer and stormwater
revenues also tracked closely with budget.

On the expense side, Zinn stated that there were costs that council approved for FMP work and some
additional consulting work. The leaf pickup costs were highlighted as a major success as the City only spent
roughly $4,000 compared to a $19,000 budget, thanks to Public Works Superintendent Hilgers’ efficiencies
and reduced hauling loads. With the elimination of contractor-generated leaf removal by the City, Hilgers only
hauled away 24 loads of leaves instead of 50-60 loads done in the past. Due to a crop timing, a farmer was
able to dispose of City leaves inexpensively this year. The Park Commission finished the year under budget
and reallocated the funds to the Swim Beach Park Tree and Landscape Refresh project that Hilgers is
overseeing. Insurance costs were lower than budgeted, but staff will verify that there was no miscoding of
expenses.

Zinn stated that CIP spending was below budget at $214,000 compared to $229,000 budgeted. After
adjustments, operating revenue was closer to $2.6 million versus $2.5 million budgeted. After all adjustments
on the expense side, the resulting operating surplus was estimated to be approximately $241,000, a more
accurate reflection of ongoing operations. They discussed that the approximate $241,000 net income surplus
at year end would go into reserves instead of a targeted $100,000. This amount will be reflected in the 2025
Audit. There was discussion around net operating income numbers that appeared much higher before
adjustments. It was clarified that the discrepancy stemmed from restricted interest income and bond-related
accounting entries. Once those items were moved, the apparent $1,000,000 difference narrowed
substantially. They agreed on the logic of the adjustments, while noting that final confirmation would depend
on further clarification regarding restrictions on bond interest earnings.

10. Consent Agenda

10.1. Orono Police Report — December 2025

10.2. Long Lake Fire Report — December 2025

10.3. Resolution 2026 — 01 Appoint Bridgewater Bank as Official Depository for 2026

10.4. Resolution 2026 — 02 Designate the Laker Pioneer as the Official Newspaper for 2026

10.5. Resolution 2026 — 03 Weight Restriction Exemptions

10.6. Resolution 2026 — 04 Approve Employee Floating Holiday

10.7. Resolution 2026 — 05 Annual Appointments

10.8. Ordinance No. 162, 2" Series Regarding Generators and Heat Pumps, and Resolution 2026 — 06
Authorizing Summary Publication of Ord. No. 162

10.9. Resolution 2026 — 07 — 2026 - 2028 Residential Waste Reduction And Recycling Grant Agreement With
Hennepin County, and Direction to Staff to Execute a City Recycling Funding Contract

10.10. Resolution 2025 — 44 Amended - Final Tax Levy Certification for the Year 2026

10.11. Water Treatment Plant and Wells #3 and 4 Update Memo — Alan Offerman, Stantec

10.12. Municipal Builders Inc. Pay Request # 18 in the amount of $97,524.62.

10.13. Water Treatment Plant Construction Change Order No. 8

10.14. Approve Checks: Final December 2025 and January 2026

10.15. Pay Equity Report

Halverson motion, Mohr second to approve the Consent Agenda. All ayes, motion carried.

11. Open Forum (items not on the agenda)
Opened at 7:29 pm and closed at 7:29 pm with no discussion.

12. City Council Calendar Review
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Pagano asked them to review the calendar and it will be used as an agenda type of document to follow this year
and updated frequently.

13. Staff Reports
13.1. Administrator’s Report
Honey stated that she completed year-end reporting, various HR items, and paid all invoices billed through
year end. She worked with City Attorney Batty on City parking regulations., met with HCRRA regarding agenda
item #7.1., and prepared for the 2025 Audit with Abdo. She had several phone calls with attorneys regarding
the lawsuit at 2669 Woodbridge Rd, and there are depositions and meetings coming up regarding that. She
worked on the complaint policy and Batty shared concerns about it with her. She will follow up with
Halverson and Mohr regarding this issue. The City received a complaint about a property in the City which she
mentioned to the council in a previous meeting. It was decided to wait until the leaves were down for the
building official to look at the property, and that should happen soon. Recently, the complainant submitted a
very large data request in addition to their complaint. She added that she has been working on personnel
policy amendments that she will bring to the next meeting. When the council approved the street light
installation on Old County Rd near Lafayette Ridge Rd, it was decided that an inspection should take place in
January. Hilgers inspected the light and it was determined that the light meets the criteria set by the council
for making the intersection safer by lighting the bus stop and other pedestrian and traffic uses. The light does
not enter into the home across the street from it and it also meets a criteria in the Comp Plan for security and
that it does not transmit beyond the road. Honey added that City Staff have not received any calls or
complaints about the light.

13.2. Clerk’s Report

Burgess stated that her report is in the packet that summarizes routine clerk projects completed during the
last month including year-end reporting to state and county agencies including the Department of Labor, Met
Council, DNR, building permit and fee reporting, and more. New year transition projects are underway. As
there are two elections this year, she has begun preparations for them by attending Hennepin County
Elections webinars to learn procedure, legislative and equipment changes. On the November ballot,
Minnetonka Beach residents will vote for mayor, two council seats, and city treasurer. Resident Mary Monson
of Northview Road was secured to be the librarian of sorts for the Maragaret Dahl Children’s Library. She will
perform a variety of duties there which will be so helpful. The remaining work completed is business as usual.

13.3. Public Works Superintendent’s Report - Summary of 2025 and Forecast of 2026

Hilgers stated that his year-end report is in the packet. He has been busy plowing and salting while trying to
keep the ice frozen at the rink lately. Dovolis asked that the Swim Beach Tree and Landscaping Refresh Plan
be made public, out of consideration for the neighbors, ahead of tree purchases.

14. Council Reports
14.1. Commission and Committee Meeting Minutes — Receive and file

14.2. Liaison Reports

Dovolis — He was absent from the January Parks meeting and Council Member Halverson filled in for him.
Halverson — She stated that Civic Committee minutes are in the packet. She attended the January 6 Park
Commission meeting as council liaison. They discussed the 2026 gardener contract and SPOC program, and
they are going to work on a revised mission statement. Tree planting at the new water treatment plant will
take place in 2028-2029 and residents will be made aware of this. Green Asset Inspections will take place in
April, and the City Spring Cleanup event with Junior Civic will take place April 25,

Mohr — The LMCC finally closed on the sale of their Spring Park building and they moved to Long Lake.
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Whitely — absent

14.3. Mayor’s Report

Mayor Pagano thanked everyone for their participation on council. He reviewed numerous accomplishments
in the last month including that a clear vision for how the City is going to utilize the Finance Committee is
being developed. There may be more than $100,000 to move into reserves for future infrastructure projects.
The Minnesota Legislative Session starts in February and Rep. Myers met with local mayors to revisit previous
priorities including infrastructure. Pagano added that the hiring of a lobbyist will be a plus for all cities
involved as there is too much uncertainty. He will continue to do everything possible to reach state decision
makers about the infrastructure funding needs of the City whether by town halls or individual meetings.

Halverson motion, Mohr second, to adjourn the January 6, 2026 City Council meeting. All ayes, motion carried.
The meeting adjourned at 7:48 pm.
PUBLIC IN ATTENDANCE — Wendy Wiliamson

Respectfully submitted,

Jane Burgess, City Clerk
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