REGULAR CITY COUNCIL MEETING

MINUTES OF MONDAY, MAY 11, 2020
The Mayor has determined that an in-person meeting is not practical or feasible due to the health pandemic, COVID-19. This meeting is being conducted by an electronic group meeting on Zoom where all participating council and staff members are able to hear and see one another.

Members Present:  Mayor Benson, Council members O’Donnell, Ryman, Linder, Volkman
Staff Present:  Administrator Chladek, Clerk/Treas. Zacher, Auditor Jason Boynton of Smith, Schafer & Assoc.
Following the Pledge of Allegiance, Mayor Benson called the meeting to order at 6:30 p.m.
Motion by O’Donnell seconded by Volkman to approve the agenda as presented.    Upon roll call all voted aye.
Motion by Ryman seconded by O’Donnell to approve the April 27, 2020 regular council meeting minutes as presented.   Upon roll call all voted aye.
Council member Volkman questioned the information in a Fillmore County Journal newspaper article from the 4/27/20 meeting concerning the canoe launch funding.  Information will be double checked with the article’s  author.
The following notices were reviewed:

· Change in public hearing date for Proposed Ordinance Regulating All-Terrain and Utility Task Vehicles (publication deadlines could not be met) new date is 5/26/20.

· Bid notices set for opening June 2nd for Replacement Electrical Vault and for Pavement Improvements at the Rushford Municipal Airport; both projects are under Federal/State Grant funding
Motion by Linder seconded by Ryman to approve the consent agenda consisting of the following:

· Approval of Verified Claims and Fund Summary Report for period ending 05/11/20
· Approval of PWD Overtime & Banked Hours Report      
· Approval of the Financial Statement and Fund Summary-Budget to Actual 3/30/20
· Approval of the Police Dept. Revenue & Expense Report 
· Approval of Police Activity Report  
· Approval of Utility Funds Recap Report
· Review of EDA/RLF loan status spreadsheet
· Safe Drinking Water Week/State of MN Proclamation 

Upon roll call all voted aye.

Jason Boynton, Principal of Smith, Schafer & Associates attended the meeting to present the 2019 Comprehensive Annual Financial Report/Audit. The financial statement was presented with a description of governmental activities, business-type activities, each major fund and the aggregate remaining fund information; providing an “unmodified” or  “clean” opinion on the audit.  There were no exceptions noted for 2019 related to MN legal compliance issues.  The management letter issued noted segregation of duties with the recommendation to continue to segregate duties as best as possible with the limited number of administrative staff within the limits of what is considered cost beneficial. The detailed audit report was reviewed earlier over several hours with Mayor Benson, Council Member O’Donnell, Administrator Chladek and City Clerk/Treasurer Zacher.  The Management Discussion and Analysis portion of the report was prepared by the Clerk/Treas. as a narrative overview and analysis and description of the financial activities for the past year, including some historical references for clarity.  It was noted the City will not need to have a “single audit” conducted this year.  As in the past year, staff completed many schedules in preparation for the audit, but with the pandemic situation no on-site field work was conducted.  All information, questions, review and background information was provided remotely.   Highlights and comments on specific funds included the following:

· General Fund expenses are routine and in 2019 were under budget overall. General Fund now has unassigned/unreserved balance of 100% balance.  This is a continued growth from post flood balance of 11%.  Bond rating consultants recommended increasing and maintaining a higher fund balance to improve the city’s bond rating.  This reserve also serves as an emergency fund and is important from a cash flow perspective.
· Local Government Aid remained steady in 2019 but will see a very slight increase in 2020.  City is still receiving less LGA than it did in 2009.

· City tax levy increased slightly in 2019  due primarily to debt service increases and due to the effort to increase that general fund reserve balance as recommended; property taxes account for more revenue than LGA.

· Fire and Fire Mill Rate Funds are solid with plenty of reserves for future purchases; Fire Dept. has capital projects purchase plan in place for truck replacement and paid cash in 2017 for the final truck payment and major repairs.   Relief Association is separate defined contribution fund with their own audit and no obligation of City.  In 2019 fire capital purchases included a Ranger and new coats/pants.
· Ambulance Fund is solid, building reserves for future capital purchases; increased medical costs for patient care have impacted total expenditures.  Both fire and ambulance will be able to finance new vehicle purchases without incurring new debt.  In 2019 ambulance capital purchases included power cot, Lucas heart-start and upgrading pagers.
· Airport Fund utilizes state and federal grants for capital projects; revenues have increased from state grants and hangar rentals.  In 2019 airport capital projects included completing a pavement project and paying out the expenses from the fire damage.  Insurance and State grants are expected to cover the majority of the fire damage costs.
· Public Works and Parks Dept. expenditures increased slightly due to more maintenance and repair cost,  increase in tree removal and replanting expenses and increased pool operational costs.

· Library has maintained their expenses even while offering enhanced electronic services, subscriptions and digital services to patrons; library budgeted to spend down some of their reserves.  Increased costs included a retirement payout.  Restricted donations are still in the SELCO fund for future capital projects but many of those funds were returned to donors in 2019.   Library fund received an increase in tax levied funds for the first time in several years.
· Debt Service Funds making all payments in timely manner; several notes, bonds were paid off and others have only a few years left.  A new bond was issued for the 2019 Improvement project which was partially funded through water and sewer funds.  GO Bonds total $6,475,000.00 and Revenue Bonds total $3,346,000.00 
· Net Pension Liability is an accounting standard we must disclose; represents City’s portion of PERA underfunding based on PERA actuarial report; some is recorded in governmental and some in proprietary funds; all cities have to report this, but doesn’t mean we have to actually pay out any funds.  2019 liability remains steady in comparison to 2018 and are due to PERA changes in actuarial assumptions.

· Utility funds have improved considerably since the flood years and have been able to pay off all “due to/due from” interfund borrowing and not incur any new debts.   Funds can cover their operations and debt, but need to continue to keep rates at appropriate levels to maintain operations and plan for upgrades and capital projects.  Utility funds also list depreciation although there is no actual cash outlay for that.

· Water Utility Fund condition has improved with the implementation in 2015 of the new tiered rate structure.  2019 saw a decrease in gallons pumped and a decrease in usage from prior years. City has better conservation and leak detection in place with use of electronic metering system.

· Sewer Utility Fund condition is improving and will continue to improve with the implementation of a rate increase in 2019 and another planned for 2020.  Future system and plant upgrades are in the planning.

· Electric Utility Fund saw a  slight decrease in purchased power cost as well as a comparable decrease in kWh sold in 2019.  Rates have remained consistent with a power cost adjust implemented each month rather than undergo rate changes. The Electric Fund pays in lieu of taxes to general fund and transfers to the Levee Fund for capital improvements.  Ongoing capital improvement projects maintain and improve the stability of the electric system.
· Capital Projects Fund expenses for 2019 included engineering for streets, canoe launch and SRTS, seal coating, blacktop patching and repairs, purchase of three new pickups and tractor, emergency sirens upgraded, street signage, fire equipment purchased, squad car purchased, police radios and pagers, park upgrades for shelters and facilities, tree purchases, Veteran’s Park monuments, new shop building addition and tools, levee pump projects. All Capital Projects fund balance is committed for various projects, equipment and upgrades.

· Levee Improvement Fund are financed from annual Elec Fund transfer and by DNR matching funds grants and mitigation grant funding. The remaining grant funds have been spent on lift station pump upgrades and slope repair.  Work continues on projects to maintain and improve the levee system.  

· EDA Fund #202 balance increased slightly due to less contracted administrative costs out of this fund; micro grant funding projects increased. 

· EDA Flood Recovery Fund #204 very detailed and unusual for small City to manage;  Additional software set up for tracking and tie-back of loans to accounting system.   Loans receivable decreased significantly due to principal payments and loan forgiveness as per the flood loan policy.  
· EDA Revolving Loan Fund #203 receives transfer of business flood loans paid every year ($158,579. in 2019); RLF has receivable of $1,530,742. in loans not related to flood loans.
· Given variety of funds, variety of activities, flood related activities, and capital improvement projects, City has a complicated set of records to maintain and retain.  Boynton noted he has no concerns, noting the fund balance is very good and the balance sheet strength has been built up
The Council thanked Boynton for the presentation and his staff for all their work on the review and compiling of the audit information.  Motion by O’Donnell seconded by Benson to accept the 2019 audit/financial report as presented.  Upon roll call all voted aye.
Motion by Ryman seconded by Linder to approve the adoption of Resolution 2020-21 Acknowledging with thanks the donation from various friends of $200.00 for the planting of a flowering tree on Magelssen Bluff Park to honor Gloria Hays.  Upon roll call all voted aye.

Motion by Linder seconded by Ryman to approve the adoption of Resolution 2020-022 Accepting the Grant-in-Aid Snowmobile Trail permit for a permit term of five (5) years, effective July 1, 2020, subject to the terms of State of MN statutes and all conditions as specified in the Gran-in-Aid Trail Permit.  Upon roll call all voted aye.

Motion by Ryman seconded by Linder to approve the EMS Week Proclamation recognizing the value and accomplishments of emergency medical services providers:  EMS Strong:  Ready Today, Preparing for Tomorrow.  The City also thanks the area businesses who support their employees and their efforts to respond to the medical needs of the community.  Certificates of appreciation will be provided to area employers.  Upon roll call all voted aye.
General Updates:

· The public library has been busy offering curb-side pickup of products to patrons following the guidance of Dept. of Health, Dept. of Education and SELCO library systems
· EDA meeting will be held Wednesday 5/13/20 via Zoom

· Supplies are being delivered for the upcoming electrical project for this summer

· Discussion will be held next week regarding the status of the aquatic center

Motion by Linder seconded by Volkman that the meeting be adjourned at approximately 7:30 p.m.  Upon roll call all voted aye.
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