REGULAR CITY COUNCIL MEETING

MINUTES OF MONDAY, MAY 13, 2019
Members Present:  Mayor Hallum, Council members Benson, O’Donnell, Ryman, Linder 
Following the Pledge of Allegiance, Mayor Hallum called the regular meeting to order at 6:30 p.m.
Motion by O’Donnell seconded by Linder to approve the agenda as presented with one notification addition.   Upon roll call all voted aye.
Motion by Ryman seconded by Benson to approve the April 22, 2019 regular council meeting minutes as presented with the addition of the full names of the Zoning Board members and clarification of the amounts of property value reduction for the Botcher property.  Upon roll call all voted aye.
The Mayor asked if there were any citizens wishing to be heard with no one present at this time wishing to speak.
The order of the agenda was amended for this meeting to accommodate out-of-town presenters; moving the routine/consent agenda items to the end of the agenda.

Derek Olinger, Bolton & Menk, provided a review of the proposed Floodplain Ordinance, as recommended by the MN Dept. of Natural Resources, to continue to be in compliance with FEMA and the National Flood Insurance Program.  New Flood Insurance Rate Maps (FIRMS) have been completed and will be incorporated into the new ordinance.  This first draft will meet timelines for final approval required by August, 2019.  The new ordinance would also serve to repeal the existing 1993 ordinance.  The newly updated floodplain maps include the same general area outside of the existing levee system, although some new areas have been added.  The proposed new ordinance includes much of the same requirements as the original, with the addition of new definitions and new regulations based on current state and federal law.  City staff and Olinger reviewed recommended DNR language changes, accepting some and opting out of some of the optional language.  Following approval of the draft ordinance, the DNR will review and approve and then the City will proceed with the normal ordinance approval process, holding public hearings and so forth prior to final adoption.  Motion by Benson seconded by Ryman to approve the draft proposed Flood Plain ordinance as recommended and present to the DNR for their review and approval.  Upon roll call all voted aye.
Some discussion was held regarding the revised maps and the updated flood plain boundaries.  It is believed some of these areas are not accurate.  When the new maps are released, homeowners with a mortgage will hear from their lenders that they must obtain flood insurance.  If a home is inaccurately depicted to be in a floodplain, the property could be removed by submitting a letter of map amendment (LOMA).  This may include new mapping, survey data or other documentation; the process may be simple for some properties, more complex for others.  The City may choose to assist property owners in helping determine the best course of action for them.  In some cases this could have the effect of lowering insurance premiums or removing the insurance requirement entirely.   Discussion of options or proposed courses of action will be discussed after more detail is obtained.
Jason Boynton, Principal of Smith, Schafer & Associates attended the meeting to present the 2018 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 2018 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 Hallum, Council Member Benson, 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 more schedules in preparation for the audit and with more efficiencies in place and improved internal controls, less time in the field was required.  Highlights and comments on specific funds included the following:

· General Fund expenses are routine and in 2018 were below budget due to combination of reduced costs for professional services and reallocation of some employee costs; General Fund balance has increased from 91% last year to 104%.  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.

· Local Government Aid remained steady in 2018 but will see a very slight increase in 2019.  City is still receiving less LGA than it did in 2009.

· City tax levy increased slightly in 2018  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.

· 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.
· Airport Fund utilizes state and federal grants for capital projects; revenues have increased from state grants and hangar rentals; fuel tank project was completed in 2018.

· Public Works and Parks Dept. expenditures increased 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.  Restricted donations are still in the SELCO fund for future capital projects but many of those funds will be returned to donors in 2019.   Library fund has not seen an increase in tax revenues for 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.   Both cross-over refunding bond that were held in escrow were closed out in 2017 and 2018. GASB standards require recording of both the original bond and the refunding bond as outstanding, even though escrow funds are on hand.  With the cross-over bonds paid out, the GO Bond balance and Notes Payable is down to $5.99 million.
· Net Pension Liability is a new 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.  Decreases in 2018 are due to PERA changes in actuarial assumptions.

· Since the 2007 flood a lot has been accomplished and many improvements made; many improvements accomplished with grant funding as well.  Revenue Bonds/Notes for utility funds require reserve amounts to be set aside; several of these bonds will be closed out soon.  Enterprise funds currently support $2.83 million in revenue bonds.
· 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 keep up.  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; a decrease in water usage is due to less projects undertaken in 2018;  also have better conservation and leak detection in place with use of electronic metering system.

· Sewer Utility Fund condition is improving although the last rate increase was in 2016.  Restricted cash in sewer fund has decreased after the last bond payment in 2017.

· Electric Utility Fund saw a slight increase in purchased power costs which was passed to the consumer by monthly power costs adjustments rather than rate changes. Rate structures need to be evaluated often in order to maintain funds to finance needed infrastructure improvements; Electric Fund pays in lieu of taxes to general fund and transfers to the Levee Fund for capital improvements. 
· Capital Projects Fund expenses for 2018 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, park upgrades for shelters and facilities, Creekside fountain, tree purchases, Veteran’s Park monuments.  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 most recent grant was received in 2017 and new funding will be added in 2019.  Work continues on projects to maintain and improve the levee system.  
· EDA Fund #202 balance increased due to land sales; 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;  Auditors happy with software set up, tracking and tie-back to accounting system for flood loans.  Loans receivable decreased significantly due to principal payments and loan forgiveness as per the flood loan policy.  Receivables decreased by $2,008,042.00.
· EDA Revolving Loan Fund #203 receives transfer of business flood loans paid every year ($216,559. in 2018); RLF has receivable of $1,397,230. in 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.

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 Ryman to accept the 2018 audit/financial report as presented.  Upon roll call all voted aye.

Discussion was held on the recent bids taken for the Elm Street Pump Station Improvement Project, replacing two flood pumping units and the electric controls.  DNR Flood Mitigation grant funding will cover the cost to replace these 50 year old levee pumps.  A letter was reviewed from Jake Pichelmann, Bolton & Menk, recommending awarding the project to the lowest responsive and responsible bidder, Winona Mechanical, Inc. in the amount of $168,000.00.  After the pumps are built, installation will take place and be completed by Oct/Nov of this year.  Upon roll call all voted aye.

Motion by Benson seconded by O’Donnell to adopt Resolution 2019-040 Entering into the MNDOT Agreement Project #SP2307-969C, Rushford Landscape Partnership – Phase 3.  This grant provides an $8,000.00 payment by the State for landscape materials to be placed along Highway 43 South, Highway 16 West and Highway 43 North.  The state agreement and map of selection areas for planting was provided for review.  It was also noted some of these planting areas may need to be reduced depending on quotes received for the trees.  If reductions are made this year, they may be added to a project in the following year.  Upon roll call all voted aye.

Motion by Benson seconded by O’Donnell to adopt Resolution 2019-039 Acknowleding with thanks a donation from the AcenTek/Ace Telephone Association, Ace Employees Casual Day Matching Funds program for $500.00 to the Rushford Ambulance Service.  The donation will be used for equipment purchases.  Upon roll call all voted aye.
Motion by O’Donnell seconded by Linder to adopt Resolution 2019-041 Acknowledging with thanks a donation of $250.00 from the Valley Crest Riders Inc. for the children’s reading program at the Rushford Public Library.  Upon roll call all voted aye.

Motion by Ryman seconded by Benson to adopt Resolution 2019-042 Acknowledging with thanks a donation from the Rushford Lions Club of five accessible picnic tables for use at the City parks and shelters.  Upon roll call all voted aye.

Motion by O’Donnell seconded by Ryman to adopt Resolution 2019-046 Acknowledging with thanks memorial donations of $500.00 honoring Freddie Arnold to be used for equipment needs for the Rushford Ambulance Service.  It was noted the donation would go toward the purchase of I-Pads for patient care.  Upon roll call all voted aye.

Motion by Benson seconded by Ryman to approve the EMS Week Proclamation, recognizing the value and accomplishments of emergency medical service providers:  EMS Strong:  Always in Service.  The City also thanked the area businesses who support their employees and their efforts to respond to the medical needs of the community.  The Rushford Ambulance service intends to hold an open house in the fall in conjunction with Fire Department events.  The Mayor also thanked all the EMT’s as being a very valuable part of the community for the services they provide.  Upon roll call all voted aye.
The following notices were reviewed:
· Thank you note received from Robert Dahl

· Reminder of Spring Clean-up Saturday, 5/18/19, at the City Shop 8 a.m. – Noon

· Notification of gathering to celebrate Supt. Ehlers retirement
Motion by O’Donnell seconded by Benson to approve the consent agenda consisting of the following:
· Approval of Verified Claims and Fund Summary Report for period ending 5/13/19
· Approval of the PWD Overtime & Banked Hours Report

· Approval of the Financial Statement 
· Approval of the Police Dept. Revenue & Expense Report
· Approval of the Police Dept. April Activity Account

· Approval of the Utilities Fund Recap Report

· Approval of updated EDA/RLF balances 
· Approval of Resolution 2019-038 Micro Grant for Faye Narloch for $500.00 towards the replacement/repair of the storefront awning/total project $5,500.00
· Approval of Resolution 2019-043 Micro Grant for Il Luigi Italian Restaurant for funding of $125.00 for a musical event on Mother’s Day, May 12th/ total project $250.00

· Approval of Resolution 2019-044 Micro Grant for Il Luigi Italian Restaurant for funding of $175.00 for a musical event on Father’s Day, June 16th/total project $350.00

· Approval of Resolution 2019-045 Micro Grant for Shawnee’s Bar & Grill for funding of $500.00 for a musical event prior to Root River Jam/August 10th/ total project $1,085.00

· Approval of EDA Micro Grant list which includes above four items
· Approval of re-appointment of Don Paulson to serve another 6 year term on the EDA
Upon roll call all voted aye.
Reports and Miscellaneous:

· Openings on Commissions and Boards:  2 for EDA, 2 for Airport, 1 for Electric, 1 for Planning

· It was noted Mayor Hallum would provide minutes from the HBC annual meeting for the council

· It was noted that the Library currently has books for sale in the basement; free-will offering

· The Electric Commission meeting date has been rescheduled to May 29th
· Next Council meeting is set for Tuesday, May 28th  due to Memorial Day Holiday

Motion by Benson seconded by Ryman that the meeting be adjourned at approximately 8:00 p.m.  Upon roll call all voted aye.
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