SPECIAL CITY COUNCIL MEETING
MINUTES OF FEBRUARY 20, 2008
Members Present:  Mayor Ladewig, Council members Johnson, Benson, Deering, Dahl

Following due notifications and posted notices, Mayor Ladewig called the meeting to order at 7:30 p.m. at the Rushford City Hall.

Council member Deering asked for clarification if this meeting was considered informational only.  Mayor Ladewig stated and Attorney Chiglo confirmed that the Council could transact any business or perform any function of a regular city council meeting.
Motion by Benson seconded by Johnson to approve the agenda as presented.  Upon roll call all voted aye.

Purpose of the meeting was to hear a presentation from Rushford Hypersonic LLC and to receive answers to questions regarding their business proposal.

No persons in attendance at the meeting wished to address the Council.

Dan Fox, Chair of Rushford Hypersonic LLC, and Kevin Klungtvedt of RINTek addressed the Council at this time.  Klungtvedt provided a presentation on “Why Nanotechnology in Rushford”.  The presentation explained the impact that nanotech techniques will have in the future including materials, machines, products, energy sources, transportation, medicines, manufacturing and farming.  Working on a molecular level all industries will be affected as methods and products will be smaller, more cost effective, cleaner, faster, stronger, quieter and less wasteful.  Examples of nanotech techniques in place already include stain resistance materials, gas production screening, the cosmetic industry, plumbing industry and medical industry.  RINTek has been in existence since 2001 and has recently helped facilitate and is partnering with the recent Rushford Hypersonic business proposal.
Dan Fox of Rushford Hypersonic reviewed the HPPD (Hypersonic Plasma Particle Deposition) technique he intends to implement to bring manufacturing jobs back to the area.  He stated the Rushford area has a well-trained work force, great work ethic, experience in automotive, medical, agricultural and electro-mechanical fields, floor space for an industry is more cost effective in Rushford, living wage jobs with benefits would be created and higher end, technical jobs would be available to bring local young people back to the area after college.  Fox has a working relationship with the University of Minnesota with patents licensed to him for a technique to create a coating to improve and enhance the performance of everything from drill bitts, to medical products to ground drilling equipment.  It was noted the U of M has a rigorous screening process for patent licensing, requires performance goals of their patent holders, receives economic incentives when successful and can withdraw the patent license if benchmarks are not met.
Fox had presented a proposal to the EDA Loan Committee for a non-forgivable loan for the equipment/machinery to apply the new technology under a Category 2 loan for economic recovery/job creation in the community after the flood.  After review of the business plan and policies in place, the request was forwarded to the EDA for review and approval and then on to the City Council.   In accordance with the flood recovery loan policies, Category 2 loans are to be reviewed by DEED.  DEED had indicated their standard called for a higher amount of front end capital, which Fox stated he has now acquired.  December 2007 City Council meeting minutes were reviewed which stated the City’s conditional support for the finalization of the request for financing subject to borrower’s compliance with matching capital, asset collateral and other business plan details. A second review was conducted by DEED to explore other potential State MIF funding sources and they also urged a review of the sales and marketing plan.  Fox noted he was currently in negotiations with a firm to purchase and distribute his product.
Attorney Chiglo provided a list of questions which included items such as the intended use of loan funds, job creation, details of financing, breakdown of project costs, loan guarantee information, verification of LLC components, environmental/health safety issues, patent rights details and other loan security items.  Fox noted many of the items were already included in his business plan presented to the EDA Loan Committee and EDA.  Those items that were not of a sensitive nature were answered and more detail provided for the Council at this time.

Mayor Ladewig asked about the possibility of a lower start-up loan amount and as they progress, review the amount to be made available and/or apply conditions or contingencies to the loan which might provide the Council with a better comfort level.  Fox noted their business plan calls for various stages of operational growth, but he felt he needed the commitment of the City to continue to keep existing investors and secure new investors to keep moving forward.  
Discussion was held on the flood relief loan funds and categories, noting that the loan policy was reviewed and approved by DEED and that funds were not prioritized or allocated by category.  Attorney Chiglo noted it was a policy decision by the council as to how to allocate the funds.  Discussion was held on first meeting the needs of flood victims who were in business in August 2007. Approximately 44 loan applications have been processed and a survey was recently sent to all other businesses reminding them of a 2/29/08 deadline to submit their intention to apply for funding.  Previous estimates of the loan funds, including estimates from all businesses at the highest levels, and including funding two Category 2 loans, indicate there would be funds remaining after all loans were processed, unless there were appeals or requests for increased funds. It was noted the EDA loan committee has not conducted business plan reviews or normal underwriting processes on the existing flood loans, rather they are identifying losses.

Administrator Block suggested laying out contingencies now so that if/when Hypersonic meets those requirements, they could begin to access loan funds as they need assurances they could/should continue with their efforts.  It was also noted that other cities are interested in this proposal but have stated they would not take action until Rushford had made their decision.  Suggested conditions include:

1) Raise cash from investor sources

2) Identify adequate collateral

3) Identify place of business in Rushford

4) Acquire proof of patent license

5) Insure marketing plan is adequate

6) Identify environmental/health planning

7) Acquire final determination from DEED

8) Acquire additional information on LLC

It was also noted that these items cannot all be answered by the next City Council meeting on February 25, 2008, but a timeline could be provided for those areas still in progress. The matter will be placed on the 2/25/08 council agenda.
Council member Benson stated she felt the Hypersonic proposal fits the reading of the Category 2 portion of the loan policy and that the community needs more jobs to survive; this being an opportunity for a wise decision for the future. Without providing new jobs to the area, without homeowners and jobs, businesses will fail.  Benson stated she fears the loan funding is splitting the community up and that all businesses must work together in this recovery process.

Motion by Benson seconded by Dahl that the meeting be adjourned.  Upon roll call all voted aye.
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