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September 22, 2008 11:04 a.m.

Office of the Safety/Service Director

Present: Mayor Tony Krasienko; Robert Gilchrist, Service Director; Liz Foster, Acting Clerk; Rey Carrion, Community Development Dept.; Doug Rangel, Lorain Development Corp.; Corey Timko, Utilities; Jim Reagan, Engineering Dept.
The first item was to approve the following:  

Mr. Gilchrist:  Request from the Utilities Department for the increased fees from R.E. Warner for engineering support on the VFD installation purification.  Attached is a contract with R.E. Warner, our engineering consultant, to provide further oversight to the VFD installation project at the Water Purification plant.  R.E. Warner initially provided support under an $11,000.00 contract that was authorized in 2007.  Due to unforeseen difficulties in dealing with the lowest bidder on the project, Brohl & Appel, more upfront engineering and project design was required.  This new contract is to cover the extra work on the part of R.E. Warner and we ask that you please approve this expense.  This is the increased fees.

Mr. Timko:  This has been going on for almost two years now and the $11,000.00 contract was originally supposed to cover this actually in all the preliminaries over the last two years and because there were bidder disputes there were equipment disputes between Toshiba and Rockwell and in that process we had to keep going to R.E. Warner again and again and again to meet with these people to iron out the situation and used up all that money in the process.  This was all to prevent Toshiba from basically filing a lawsuit to counter act Rockwell’s bids.  In the last meeting we had discussed a separate contract now for the VFD from this point forward and the other was held in abeyance.  We modified it and brought it back in this form.  The $17,000.00 is money well spent.  It’s not expensive, they usually give us a good price to oversee projects and they are definitely on this one.

Mayor Krasienko:  The only thing I’m going to say is the next time we go out on the initial and make sure we write their contract so if those little issues come up that it’s covered in their original contract because I don’t know all the exact details of what held it up with this bidder dispute but more than likely it probably originated from discrepancies maybe in the spec or what they had put out for a bid.  The same thing with the equipment, they need to put in those contingencies into their quote for engineering services to allow for that so they don’t have to come back to us.

Mr. Timko:  Actually it was Rockwell that actually changed their equipment scheme.  We had approved this, given Rockwell the bid.  Rockwell then came back and said their equipment would not work and put in an alternate scheme which was different and Rockwell initiated that change to the equipment which had to do with a huge transformer.  That’s when Toshiba made the argument well the bid has changed and that’s when we took it to legal and eventually what happened Rockwell found another scheme their engineers because they knew they were going to lose the bid because of their modification.  They actually modified it back to one that was in line with the bidding process.

Mayor Krasienko:  That kind of stuff should have been covered in their scope of service.  Motion to approve the contract for installation construction services for R.E. Warner for $17,000.00.

Motion was made by Mayor Krasienko and supported by Service Director Mr. Gilchrist to approve the above.  Roll call was as follows: Krasienko…aye, Gilchrist…aye.  Passed unanimously.  At this time the Board approves the above.

The next item was to approve the following:
Mr. Gilchrist:  Request from the Engineering Department regarding Cooper Foster Park Road, Oak Point Road for filling the roadside ditch and extending the storm sewer to remove existing drainage.  The following supplemental contract is for filling in a roadside ditch and extending the storm sewer to remove existing drainage.  The ditch is no longer needed due to the new pavement that includes a curb and gutter section.  

Mayor Krasienko:  This is just extending the storms.

Mr. Reagan:  Yes, basically cleaning it up and making the project look a little better.  Making it better for maintenance by getting rid of this ditch that is really not needed anymore.  We had to extend the drainage down from one property to another but it will help to make the clinic to maintain, they’re paying the costs for this.

Mr. Gilchrist:  The work includes the construction of a 235 LF of 12 inch storm sewer and a precast inlet and this prices includes labor and equipment and material to perform the following:  the installation of a 2’x2’x3’ deep precast inlet with grate, the installation of 175 LF of new 12 inch PVC storm pipe, the excavation of and salvage of 60 LF of existing 12 inch CMP and the re-installation of 60 LF of 12 inch CMP to new grade with premium backfill.  The total price is $4,500.00.

Mayor Krasienko:  Motion to approve the additional work for the roadside ditch, extending the storm sewer.

Motion was made by Mayor Krasienko and supported by Service Director Mr. Gilchrist to approve the above.  Roll call was as follows: Krasienko…aye, Gilchrist…ay.  Passed unanimously.  At this time the Board approves the above.

The next item was to approve the following:

Mr. Gilchrist:  Next is a request from Community Development regarding Head Start parking lot repair.  There are three quotes here, the City of Lorain recently requested proposals relative to the reconstruction of the Head Start asphalt parking lot on West 11th Street and Streator Place in Lorain.  The existing asphaltic concrete parking lot service has experienced damage resulting from heavy loads imposed by the Allied Waste, which is formerly BFI.  The work includes replacing the existing asphalt area with 8” thick MS concrete.  And the proposals that were received are as follows:  Jim Campana, Inc. – total cost $22,780.00; Charles Akers Construction, total cost $17,300.00; and Terminal Ready Mix which is the lowest, $16,000.00 even.  We hereby recommend that the contract be awarded to Terminal Ready Mix in the amount of $16,000.00.  Funds for this expenditure shall be borne from the existing Public Facilities Account.  

Mayor Krasienko:  How does this get wrapped into the lease?

Mr. Rangel:  What we are doing is part of infra-structure, extending the lease out.  The stream of lease payments will more than cover this over that period of time.  

Mayor Krasienko:  But it won’t change the lease payment?

Mr. Rangel:  We are going to change the lease payment.  The original lease called for a twenty-year lease in which the payments would cover the initial debt.  They had the option to, at the end of that lease, which doesn’t happen until 2013, to either buy the building for 25% of the appraised value, just walk away or extend it for an additional period of time.  What we’re looking at doing with the current restructure, is extending them out through this period for twenty-years.  But in five years our debt will actually be paid off and we’ll end up having really excess cash flow for our 108 portfolio.

Mayor Krasienko:  Which would have been there anyway?

Mr. Rangel:  Which would be there anyway.  But we want to make sure to extend the lease, we don’t want to leave them with a bad building that if it’s not good for them, they have the right to move  out.

Mayor Krasienko:  So they’re not looking at purchasing.

Mr. Rangel:  Not at this time, no. It’s more beneficial for their federal programs to extend to keep the lease going.  Like most of these places, the federal government would prefer leases so they can get out of them.  They’re looking at doing a twenty-year lease though.  

Mayor Krasienko:  But they haven’t signed an extension or restructure yet?

Mr. Rangel:  Their board has already agreed to increase not only the lease amount but also the time based on what the discussions we had for doing the other piece of legislation that we’re currently taking a look at.  They’ve already agreed to do that but just to extend the lease, no they have not agreed to do that, they have not signed anything.  But they are amenable to doing it, to extending the lease and to extending the amount based on the other item and we’re just sort of wrapping all of these up but this issue does need to be addressed.

Mayor Krasienko:  Under the existing lease are we responsible for this?

Mr. Rangel:  It’s an older lease, it’s older stuff, it’s not always clear and you could make a case both ways.  Because of the stream of lease payments that we’re going to end up getting out of this, I think this is a minimal amount to keep them happy, to keep them here.  Because the stream of lease payments we’re going to end up with over the next twenty-years will far exceed.

Mayor Krasienko:  So will this money be . . . 

Mr. Rangel:  We will recoup all of this money.

Mayor Krasienko:  But will the money go into 108 or it will go into the CDBG?

Mr. Gilchrist:  108

Mr. Rangel:  Our payments are going into 108, they are going into 108.

Mayor Krasienko:  That’s $30,000.00 to DCBG that’s unavailable.

Mr. Rangel:  You have to remember that with the 108 if we don’t make any payments on our 108 bond, it comes from Block Grant.  Block Grant guarantees that repayment of the 108.  So if we just stop that, Block Grant has to pay it up.  That’s the first money that comes out.

Mayor Krasienko:  Yes, but CDBG isn’t making 108 payments now.

Mr. Rangel:  No, that’s correct because with our 108 we’re structuring these loans and leases to be self-sustained.

Mayor Krasienko:  Right.

Mr. Rangel:  And because we’re looking at extending this, this again the cash flow will far exceed, we’ll be well ahead on this.

Mayor Krasienko:  How long until we have a document that readdresses the lease payments and extends the terms?

Mr. Rangel:  With the legislation that we’re looking at, the below sale agreement, as soon as we get that approved we’re going to extend that lease right away.  They’ve already gotten their approval to do it.  Bill Locke has already had his approval to do this.  He’s received it, we just need to get the legislation through our end and we’re good to go.  It won’t take that long, it’ll be a lease amendment.  We’re not changing any of the terms of the lease, we’ll simply extend the term and the payment of the lease.  

Mayor Krasienko:  Some of that ambiguous language.

Mr. Rangel:  Again, because of the excess cash flow we have going out, it’s in our best interest to keep this building in good working condition.  We can clean it up if you want, we can try and tighten it down.

Mr. Carrion:  It wouldn’t hurt to look at it.

Mayor Krasienko:  For both parties interest.

Mr. Rangel:  They’re a non-profit, they have kept these buildings in very good condition.  I would recommend that you guys take a look at this.

Mr. Gilchrist:  We have.

Mr. Rangel:  They keep this building, even for 13 years old with the number of kids they have going through it, the building is in very good condition.

Mayor Krasienko:  Right.  I’m just concerned with rolling up on that twenty-years because that’s when commercial buildings start needing new roofs, that’s when the plumbing needs to be looked at.

Mr. Rangel:  Yeah, this building at the end of this twenty-year lease, it would be about 33 years old at the end of that time.  At that time we have the ability to either extend that lease again, they could just move  out or they would also have the ability to purchase it at 10% of the appraised value.  

Mr. Carrion:  But it’s a good point, I think we should go back and pull up that lease and see what we can do to clean it up.

Mr. Rangel:  Sure.

Mayor Krasienko:  Or really look at how ambiguous that language is to make sure we’re on solid ground so that they’re not under the impression they’ve got to pay for some significant improvements that they believe we should and vice versa.  Can we make this contingent upon the restructure of that lease?

Mr. Rangel:  When is the timing, I don’t know when we’re looking at getting it done.

Mr. Carrion:  This problem is actually not new.  We’ve had the issues for about three, four years.  It’s not a new problem but its getting progressively worse with just the wear and tear.  If you’re talking about getting this lease amendment quickly . . . 

Mayor Krasienko:  They could pour this all way up until beginning of December.  And if not then it could be done in April.

Mr. Rangel:  We met with Bill on Friday to see what’s easiest for him to do a new lease or a lease amendment and he thought a lease amendment but we could certainly take a look at that and see which way would be better. 

Mayor Krasienko:  Either way, I would just like to see that.

Mr. Rangel:  The lease agreement, sure.

Mayor Krasienko:  Make a motion to approve the parking lot repair contingent upon the lease being structured to recoup the costs or extend the lease to be able to amortorize (sp) out the cost into a lease.

Motion was made by Mayor Krasienko and supported by Service Director Mr. Gilchrist to approve the above expenditure with the previously mentioned contingencies.  Roll call was as follows: Krasienko…aye, Gilchrist…aye.  Passed unanimously.

At this time the Board approves the above.

The final item was to approve the following:
Mr. Gilchrist:  A request from Community Development regarding a loan request for Worship Cathedral, 321 Colorado Avenue.  Attached for your review is a loan request summary for Worship Cathedral, who owns the former Royal Canadian building at 321 Colorado Avenue.  Worship Cathedral has been making significant improvements to the building, as well as having concrete parking completed.  Existing cash flow for the church has ability to service annual debt service of $3,780 for this new loan and will be secured by a second mortgage on the property also with a personal guarantee by four church trustees.  These funds are coming from rental rehab and total rehab loan is $17,000.00 which is including a 1 ½% loan processing fee, 45% injection from the city, equity is 55% - $21,000.00.  As collateral we would have the second mortgage.  Provide funds for purchase of all new windows and doors for church.

Mr. Rangel:  Since they purchased this building a few years ago, they’ve been pumping some money into it to get it looking a little bit better and more efficient.  They have already done the concrete part and some of the other repairs that they have internally funded.

Mr. Gilchrist:  Are we subordinating?

Mr. Rangel:  No, we’re not subordinating anything.  This is just to be new money.  Right now there is only one lien, Lorain National.

Mr. Gilchrist:  There’s only one or two?

Mr. Rangel:  There’s only one, there’s no subordination.

Mr. Gilchrist:  Okay.

Mr. Rangel:  There’s no subordination.  We would put on a second mortgage.

Mr. Gilchrist:  We would be the second?

Mr. Rangel:  We would be the second.  But we are also taking the guarantee of the trustee and wanted to make sure we had a number of trustees.
Mr. Gilchrist:  Personal guarantees?

Mr. Rangel:  Yes, to make sure that for whatever reason, the church disbanded, we would continue to go after the trustees for payment. Payment is only $315.00 per month on this.  This is only a five year loan and the four guarantors should more than have enough to make the monthly $315.00 payment.

Mr. Gilchrist:  Okay.  4.25% monthly payment, principal and interest would be $315.00.

Mayor Krasienko:  Motion to approve the loan.

Motion was made by Mayor Krasienko and supported by Service Director Mr. Gilchrist to approve the above.  Roll call was as follows: Krasienko…aye, Gilchrist…aye.  Passed unanimously.

At this time the Board approves the above.

Meeting was adjourned at 11: 25 p.m.

____________________________________                    

 ____________________________        

Robert J. Gilchrist, Safety/Service Director



Liz Foster, Acting Clerk

Copies:  Mayor, Safety/Service, Auditor, Law Director, City Council, Engineering, Treasurer, Community Development, Utilities, and Police

