REGULAR CITY COUNCIL MEETING

MINUTES OF MAY 22, 2017
Members Present:  Mayor Hallum, Council members Bunke, Honsey, Benson, O’Donnell 
Following the Pledge of Allegiance, Mayor Hallum called the regular meeting to order at 6:30 p.m.
Motion by O’Donnell seconded by Benson to approve the agenda as presented with the addition of a Resolution of Commendation to the Rushford Lions Club.  Upon roll call all voted aye.
Motion by Benson seconded by O’Donnell to approve the May 8, 2017, meeting minutes as presented.   Upon roll call, all voted aye with Honsey abstaining due to being absent at that meeting.  Motion carried.
The Mayor asked if there were any citizens wishing to be heard with no one present wishing to speak at this time.  
The following notices and communications were reviewed:

· Marketing in the Morning – CEDA business meeting Hoiland Mill 5/24/27 at 7:00 a.m.
Motion by Benson seconded by Honsey to approve the consent agenda consisting of the following:
· Approval of Verified Claims and Fund Summary Report for period ending 05/22/17
· Approval of updated Officers list for Rushford Ambulance Service, indicating the appointment of a new Medical Director, Dr. Christopher Watras of Winona Health
· Approval of EMS Week Proclamation to recognize the value of emergency medical services, designating EMS Week May 21-27; EMS Strong:  Always in Service

· Resolution of Commendation & Thanks to the Rushford Lions Club for their 75 years of service to our community; the Mayor noted he had attended a Lions banquet on 5/20/17 to commemorate their years of service

Upon roll call all voted aye. 
Tom Wente, Principal and Kali Olstad, Senior Auditor of Smith, Schafer & Associates attended the meeting to present the 2016 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 2016 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.  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 testing was required.  Highlights and comments on specific funds included the following:

· General Fund expenses are routine and in 2016 were below budget due to combination of reduced costs for professional services, street lights and gas/fuel costs; General Fund balance has increased to 67% which continues to improve since the flood aftermath years
· Local Government Aid increased slightly in 2016 and we will see another slight increase in 2017; City is still receiving less LGA than it did in 2009

· City tax levy increased in 2016 slightly due primarily to debt service increases; 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 2016 for new pumper and for major tanker repair.  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 purchased; State stipend funds in both Fire and Ambulance are a pass through to the volunteers serving
· Airport Fund has had a lot of capital projects, utilizing state and federal grants; revenues have increased from state grants and hangar rentals; fuel tank project will be completed in 2017
· Public Works and Parks Dept. expenditures increased due to some reallocation of wages, increased tree expenses and increased maintenance and repair costs

· Library has increased expenses due to enhanced electronic services, subscriptions and digital services offered to patrons; library budgeted to spend down some of their reserves.  Restricted donations are still in the SELCO fund for future capital projects
· Debt Service Funds making all payments in timely manner; several notes, bonds were paid off and others have only a few years left; new debt came on for Hwy 43 project; and new debt issued for Hillcrest/Burr Oak St. 2016 project.  Since 2007 flood a lot has been accomplished and many improvements made; many improvements accomplished with grant funding as well.  Two Crossover Refunding Bond have funds sitting in escrow account until the bonds can be called.  GASB standards require recording of both the original bond and the refunding bond as outstanding, even though escrow funds are on hand
· Revenue Bonds/Notes for utility funds require reserve amounts to be set aside; 1.1 million in revenue bonds has been paid off between 2012 to 2016
· Net Pension Liability is 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

· Liquor Fund has negative fund balance that general fund has to cover as no other source of revenue; although still have expenses for the building.  Asset of the liquor building will eventually have to cover the negative balance

· Utility funds have improved considerably since the flood years and have been able to cover some of the “due to/due from” entries.  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 and has no interfund borrowing;  in 2015 the new tiered rate structure was implemented; fund has also seen reduction in water gallons sold; also have better conservation and leak detection in place
· Sewer Utility Fund condition is improving and was able to pay back some interfund borrowing, although still carries some.  Sewer rates were increased in 2015 and 2016.  Restricted cash in sewer fund will decrease after the last bond payment in 2017
· Electric Utility Fund saw a slight increase in purchased power costs;  need to watch to see if sales decrease may need to review rate structure in order to finance needed infrastructure improvements; Electric Fund pays in lieu of taxes to general fund and transfers to the Levee Fund for capital improvements; net income is trending down slightly
· Capital Projects Fund balance increased primarily due to proceeds from debt issuance for ’16 street project;  other 2016 major expenses included levee improvements, engineering for streets, canoe launch and SRTS, seal coating and storm repairs, loader upgrade and truck rebuild, new Ranger and finish mower purchased, emergency sirens and fire radios upgraded, police squad computers, tasers and vest purchased, city hall building and equipment upgrade, pool reroofing, painting and pump replacement, parks upgrades to equipment and facilities, and building phase 1 of the Veteran’s Park 
· Levee Improvement Fund financed from annual Elec Fund transfer and by DNR matching funds grants and mitigation grant funding
· EDA Fund decreased as  administrative costs continue while little revenue being allocated; micro grant funds coming out of this fund
· EDA Flood Recovery Fund 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  

· EDA Revolving Loan Fund receives transfer of business flood loans paid every year; RLF has receivable of $1,827,420 in loans; Flood recovery loans receivable decreased by $1,529,663. due to payments and loan forgiveness as per the flood loan policy
· 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

· Discussion was held on the Liquor Fund negative balance and closing out that fund to remove it from the annual report. The Liquor Fund currently owes the General Fund.   It was noted there are still on-going expenses of utilities and insurance and that the City is now actively marketing the sale of the building through local real estate options and has set a time line for decisions to be made. If the building were sold, potential revenues could pay back the General Fund.  Negotiations are still ongoing for potential sale price and for potentially working with the State on the amount to be reimbursed to them.  It was noted we are half way through 2017 and there will still be entries to record in the 2017 audit report.   Prior to year-end a plan can be reviewed to clear out the negative balance and close the account if possible.
The Council thanked Wente and Olstad for the presentation and there was a Motion by Honsey seconded by Bunke to accept and adopt the 2017 audit/financial report as presented.  Upon roll call all voted aye.
Motion by Bunke seconded by Honsey to approve the re-appointment of Carolyn Dunham to serve another three year term on the Airport Commission, effective 6/1/17.  Mrs. Dunham was thanked for her interest and willingness to serve.  Upon roll call all voted aye.

The Rushford Airport Commission provided a recommendation to the Council to approve naming the Robert W. Bunke Field at the Rushford Municipal Airport.  A packet of historical data and newspaper articles had been compiled highlighting Mr. Bunke’s efforts nearly 50 years ago.   The naming of a facility is an appropriate recognition of Mr. Bunke’s leadership efforts; it was noted the airport will remain the Rushford Municipal Airport, but his name would be listed on the flight maps and charts.  Discussion was held to hold an appropriate naming ceremony during the Rushford Days Celebration in July when a fly-in will be held.  It was also noted the new fuel system will probably be operational by then and it would be nice to commemorate that as well.  Motion by Benson seconded by O’Donnell to approve the attached Resolution to Approve Naming of Robert W. Bunke Field at the Rushford Municipal Airport and directing that an appropriate ceremony be held to mark the naming.  Upon roll call all voted aye.
Minutes were provided of the Electric Commission’s regular meeting held 5/17/17 indicating several recommendations for action by the Council:
· The wholesale power rate schedule was provided by MiEnergy for 2017/2018, indicating a slight increase in the transmission charge and offsetting minor changes to the energy charges.  The fixed seasonal/peak charges are decreasing due to more efficient management of peak time usage.  A chart was provided of the rate history since 2003, indicating a stable rate level.  The last rate change the City implemented was in 2012 and incorporated the charging of summer vs winter rates.  Rate reviews have been periodically conducted to insure revenues are still sufficient to cover debt service, interfund loans, operating expenses and capital improvement project costs.  It was noted a good time for a rate review might be after we have a total cost for the repair work and capital projects completed this year.  Motion by Honsey seconded by O’Donnell to acknowledge the rates as presented by MiEnergy and the recommendations for rate review after projects are completed.  Upon roll call all voted aye.

· Next item was to review an updated Operations & Maintenance Agreement with MiEnergy Cooperate to include the services of monthly substation inspections.  MiEnergy suggested a $1,000.00 annual fee for the monthly inspections and provided sample forms of the type of inspections and information that would be collected and reported back to the city.  The Electric Commission felt this type of professional inspection was necessary as City staff is not trained in this area.  The Commission also suggested a pro-rated agreement to begin 6/1/17 thru the end of the year and then to begin a new term in January 2018 for a three year term.  Motion by Benson seconded by Bunke to accept the O&M Agreement and terms as presented above and to complete the documentation necessary with MiEnergy.  Upon roll call all voted aye.
· Tom Nigon of Star Energy compiled and provided bid information on the Feeder #5 project (which included the addition of replacing the 40+ year old Meadowview Drive/Home Street area service which was determined to be susceptible to failure).  Nigon recommended accept the low material bid from RESCO at $40,187.00 noting the City is purchasing the recloser and switchgear directly from the manufacturer.  Construction labor bids were provide to seven contractors, which Nigon contacted directly to verify their interest in bidding.  Only one labor bid was provided by PUSH in the amount of $128,727.00 as the other contractors had indicated their work load prohibited them from submitting a bid.  Nigon noted the material lead time is 8-10 weeks out so the project could begin in August and be completed by October.  Discussion was held on labor cost being higher than anticipated; noting rebidding would take time and not necessarily result in a better price.  Nigon and the Electric Commission recommended proceeding with the project in order to reduce the potential for overloading the distribution line and to improve the reliability of the system.  The new load from the RP School construction, the need to isolate and separate the areas covered is extremely important (currently the new school, areas east of Hwy 43 and all of Brooklyn are on Feeder #2).  Motion by O’Donnell seconded by Honsey to accept the recommendation of the Electric Commission and Engineer Nigon and accept and award the bids for the Feeder #5 project to RESCO for materials and to PUSH for labor as detailed above.  Upon roll call all voted aye.

At the May 10th Economic Development (EDA) meeting officers were elected as follows:  President Brad Hoiness; Vice President Scott Ledebuhr and Secretary Janelle Ansell.  The Council acknowledged these positions and thanked the members for their service.
The EDA also recommended approving a Loan Modification for Jessie Street Java to allow for reduced monthly payments for 12 months, beginning June 1, 2017 until May 31, 2018, when full payments will begin.  Council member Benson reported on the EDA’s review of the financials for Jessie Street Java (JSJ) noting they are making headway and noting the desire of the EDA to see JSJ be successful.  Eight specific conditions were listed on the loan modification request, with the language that breach of any agreed upon terms shall result in default and that the EDA and City Council may take appropriate legal action in that event.  (The terminology for this sentence was changed from “shall take appropriate legal action” to “may take”.)  Motion by O’Donnell seconded by Honsey to accept the recommendation of the EDA and approve the Loan Modification for Jessie Street Java to allow for reduced payments for 12 months until 5/31/18, when full payments will begin.  Upon roll call all voted aye.

The following updates were provided:
· Board openings exist as follows:  EDA – 1 position (perhaps 2); Airport – 2 positions; Electric – 1 position; TTP – 1 position (perhaps 2)
· Administrator Chladek updated the Council on pending LGA funding and city street funding; encouraging everyone to contact our elected officials to make decisions that will benefit all of us.  Our local legislators should be working to strengthen LGA funding and neither one appears to be doing that.  Charlie Warner, council member from Canton, noted that Administrator Chladek had made specific efforts to inform other communities and councils of these issues and his emails and messages had been appreciated.
· Mayor Hallum and Council members Benson and O’Donnell were thanked for working the spring clean-up event held Saturday morning.  The cold, wet weather may have discouraged some residents, but there were 59 loads delivered, two roll-off dumpsters filled, a lot of iron and metal collected and a lot of electronics prepared for recycling.  

Motion by Honsey seconded by O’Donnell that the meeting be adjourned at approximately 8:05 p.m.  Upon roll call all voted aye.
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