REGULAR CITY COUNCIL MEETING

MINUTES OF MAY 23, 2016
Members Present:  Mayor Hallum, Council members Bunke, Honsey, Benson, O’Donnell 

Following the Pledge of Allegiance, Mayor Hallum called the meeting to order at 6:30 p.m.
Motion by Honsey seconded by O’Donnell to approve the agenda as presented with the addition of the MN Depot of Health Campground Inspection.   Upon roll call all voted aye.
Motion by Benson seconded by Bunke to approve the May 9, 2016, meeting minutes as presented.   Upon roll call all voted aye.
The Mayor asked if there were any citizens wishing to be heard with no one present wishing to speak.

The following notifications were received:

· Notification of Acentek adding and moving channels
· Southern MN Initiative Foundation (SMIF) support thank you letter and report on projects and investment in Fillmore County

· June 18th Motorcycle fund raiser coming to Stumpy’s Restaurant; permission to block Elm Street between Jessie and the  Farmer’s Elevator Office from 11:00 – 2:00 p.m. for motorcycles to park in the street as riders visit stores and restaurants in the City

· Chamber meeting at Rushford Legion May 26th at noon – Monica Bjork local postmaster will speak; RSPV to Chamber $10.00 lunch cost

· Farmer’s Market starts 4 p.m. on Wednesday, 6/1/16 at Rushford Depot Park

Motion by Honsey seconded by O’Donnell to approve the consent agenda consisting of the following:
· Approval of Verified Claims and Fund Summary Report for period ending 5/23/16
· MN Dept. of Health Northend Campground Inspection Report; no violations, camping area well maintained, bathrooms, fire rings, water supply all in good shape
Upon roll call all voted aye. 
Tom Wente, Principal and Kali Olstad, Senior Auditor of Smith, Schafer & Associates attended the meeting to present the 2015 Audit/Financial Report. 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 2015 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 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.  It was also noted that the City was under-collateralized at the Rushford State Bank at year end, which has subsequently been corrected.  Highlights and comments on specific funds included the following:

· Staff completed more schedules in preparation of audit; more efficiencies in place; improved internal controls so less testing required 
· This year the City needed to adopt the new Pension Accounting Standard – recording the liability for the City’s portion of PERA underfunding, which was determined to be .012%
· General Fund expenses are routine and in 2015 were below budget; General Fund balance has increased to 64% which is a big improvement and closer to State Auditor guidelines and the City’s own policy

· Local Government Aid increased slightly in 2015 and we will see another slight increase in 2016; City tax levy remained the same for the fifth year; noting 2016 will increase 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 replacements and will hopefully be able to pay cash at that time; 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; final cash payment was made on the new vehicle in 2015
· Airport Fund has had a lot of capital projects, utilizing state and federal grants; revenues have increased from state grants and hangar rentals

· Library has routine expenses; restricted donations have decreased as funds donated for new building project are being returned to individuals who request that; those funds were also spent down on capital projects in and around the library building; 2015 expenses increased due to enhanced electronic services, subscriptions and digital services offered to patrons
· 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 will be coming on for Hwy 43 project; since 2007 flood a lot has been accomplished and many improvements made; many improvements accomplished with grant funding as well; Crossover Refunding Bond in 2015 has funds sitting in escrow account until the bond can be called
· Revenue Bonds/Notes for utility funds require reserve amounts to be set aside

· 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
· Water Utility Fund condition improved enough to be able pay back the “due to-due from”; in 2015 the new tiered rate structure was implemented; fund has also seen reduction in water gallons sold
· Sewer Utility Fund condition is improving, with another small fee increase scheduled for 2016; Sewer Fund is the only fund carrying interfund borrowing costs at this time
· Electric Utility Fund saw a decrease in purchased power costs and a decrease in kWh purchased; no change in rates;  if sales decrease may need to review rate structure in order to finance needed infrastructure improvements
· Capital Projects Fund balance increased in 2014 by the repayment of Highway 43 project costs and by the finalization of FEMA project funding; 2015 major expenses included levee improvements, engineering for upcoming street projects, purchase of public works trucks, squad car, sweeper, storage shed and  blacktop repairs
· Community Center Fund was closed out and the negative fund balance covered by the sale of the community center building in 2015
· EDA Fund decreased as  administrative costs continue while little revenue being allocated
· 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 $1,355,728 in loans; Flood recovery loans receivable decreased by $1,537,791 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 the Council has not yet determined if they will market the building for sale or for use by the City.  If the building were sold, potential revenues could pay back the General Fund.  Motion by Honsey to close out the Liquor Fund and transfer the expenses to the General Fund; the motion died for lack of a second.

· It was noted we have incurred Liquor Fund expenses through 2016 already and it will still be an issue in the 2016 audit report.  Prior to year-end, a plan can be reviewed to clear out that negative balance and close that account.
The Council thanked Wente and Olstad for the presentation and there was a Motion by O’Donnell seconded by Honsey to accept and adopt the 2015 audit/financial report as presented.  Upon roll call all voted aye.

The following recommendations were received from the Rushford Economic Development Authority (EDA) from their May 11th meeting:
· Motion by Benson seconded by Honsey to  acknowledge transition of new staff and grant a 30 day deferral extension on all default, forbearance approvals and other actions on revolving loan funds; granting an extension until the June 8th regular meeting.  Upon roll call all voted aye.

· The following list represents the documentation that the five year term has been met, the 75% forgivable installment (100,000.00) has been applied and the next installment #2 or #3 of 5 of the 20% forgivable amount shall now be forgiven with the remaining balance to be forgiven in equal installments until said balance is at Zero at which time the collateral assignments applied to property may be removed.  Motion by Bunke seconded by O’Donnell to adopt the following resolutions:
Res
Loan
Loan Recipient

Date

Forgivable
Balance Remaining

2016-035
3 of 5
Sterling Pharmacy

05/09/16
$ 60,915.20
$ 120,830.40
2016-036
3 of 5
Sterling LTC Pharmacy
05/09/16
     8,451.45
     16,902.90

2016-037
3 of 5
Rushford Dental/Marcoux
06/26/16
   50,443.95
   100,887.91

2016-038
2 of 5
Semcac


06/18/16
   29,680.40
     89,041.20

2016-039
3 of 5
Norsland Lefse

07/02/16
   22,292.20
     44,584.40

The Rushford Airport Commission has reaffirmed their plan to solicit bids for a double tank fuel system utilizing FAA funding of 90%, State funding of 5% and City funding of 5%.  Plans and specifications were prepared in 2015 with bids ultimately rejected as too high.  Matt Wagner of Mead & Hunt Engineering recommends using the same base bid specifications and advertising for bids in June with the option of construction to take place in the spring of 2017 to allow contractors adequate time for fabrication of materials and avoid winter installation.  Motion by O’Donnell seconded by Honsey to approve the attached advertisement for bids calling for the removal of the existing fueling system as well as the installation of the new dual fuel system.  Bids will be opened on June 23, 2016 with results being submitted to the Council at the regular June 27, 2016 meeting.  Upon roll call all voted aye.
Motion by Bunke seconded by Honsey to reappoint and express thanks to Charla Miertschin and Leroy Humble to each serve another three year term on the Airport Commission, effective June 2016.  Upon roll call all voted aye.

The vacant lot at 110 W. Winona Street was briefly discussed as to appraised value when the property was donated and the current estimated market value as listed by Fillmore County.  Further research will be conducted on the process to sell this property and adjoining property owners will be contacted as to their potential interest.

Terri Benson reported the Expo Culinaria event held over the weekend was successful with many families participating in the music, cooking demonstrations and food samples.  The weather was cooperative for this free event and the business community was receptive and kept busy with visitors.

Spring Clean-Up held 5/21/16 saw a considerable increase in loads of garbage and trash unloaded; with a significant increase in electronics brought in.  The council will be updated with financials as the bills come in from the vendors.
The Council was reminded the second round of City Administrator interviews is scheduled to start at 2 p.m. 5/24/16 at City Hall.

Motion by Bunke seconded by Honsey that the meeting be adjourned at approximately 7:50 p.m.

May 23, 2016 Council Meeting Minutes

Submitted by:  Kathy Zacher, City Clerk/Treas.
**********************************************************************************
Administrator Search Team Meeting
May 14, 2016 Interviews conducted with four candidates.  Decision to narrow the field to two candidates and ask them back for a second round of interviews to include an essay question.  More in depth background research will also be conducted by the team.
Administrator Search Team Meeting

May 23, 2016 Interviews of Tony Chladek and Abraham Algadi
Following the oral interviews of the two finalists, considerable time was spent scoring, discussing and reviewing each applicant.  Motion by Honsey seconded by Bunke to make an employment offer to Tony Chladek, pending agreements being reached on contract language and salary.  Upon roll call all voted aye.
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