REGULAR CITY COUNCIL MEETING

MINUTES OF MAY 29, 2018
(Meeting held on Tuesday, due to Memorial Day Holiday of May 28th)

Members Present:  Mayor Hallum, Council members Benson, O’Donnell, Ryman and Linder
Following the Pledge of Allegiance, Mayor Hallum called the regular meeting to order at 6:30 p.m.
Motion by Ryman seconded by Benson to approve the agenda as presented with the addition of discussion of possibly filing paperwork with MN DEED for a one-time exception.   Upon roll call all voted aye.
Motion by Ryman seconded by O’Donnell to approve the May 14,  2018, regular council 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 notices and communication were reviewed:

· Certificate of Appreciation, May 2018, thanking the City for allowing our EMT/EMR volunteers to respond to medical emergencies during working hours.
· Review of area-wide burglary situation.  Attached memo describes situation. – Rushford Police Department was commended for their diligence in patrolling, which prevented burglaries in our community
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 05/29/18
· Acknowledge Certificate of Achievement for Dave Lombard and Riley Anderson having completed Competent Person & Excavation Safety Workshop.  Lombard & Anderson were then appointed to serve as the designated Competent Person(s) for the City of Rushford.  OSHA Standard (29CFR 1926.32) defines competent person as someone who is:  capable of identifying existing and predictable hazards in the surroundings; or working conditions which are unsanitary, hazardous or dangerous to employees; and who has authority to take prompt corrective measures to eliminate them.

Upon roll call all voted aye.

Tom Wente, Principal and Kali Olstad, Manager  of Smith, Schafer & Associates attended the meeting to present the 2017 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 2017 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 2017 were below budget due to combination of reduced costs for professional services, street lights, utilities, repairs and maintenance costs; General Fund balance has increased from 67% last year to 91%.  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 2017 but will see a slight increase in 2018.  City is still receiving less LGA than it did in 2009.
· City tax levy increased in 2017  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; State stipend funds in both Fire and Ambulance are a pass through to the volunteers serving.
· Airport Fund utilizes state and federal grants for capital projects; revenues have increased from state grants and hangar rentals; fuel tank project will be completed in 2018.
· Public Works and Parks Dept. expenditures decreased due to less maintenance and repair costs but we offset by increased tree removal and replanting expenses.
· 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.  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.   One cross-over refunding bond was still held in escrow and the end of 2017. GASB standards require recording of both the original bond and the refunding bond as outstanding, even though escrow funds are on hand.  When that cross-over bond is paid in 2018; outstanding bonds and notes will be down to $6.2 million.
· Since 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.
· 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.  Decreases in 2017 are due to PERA changes in actuarial assumptions.
· Liquor Fund has been closed out with General Fund taking care of the negative balance.
· Utility funds have improved considerably since the flood years and have been able to pay off all “due to/due from” interfund borrowing.   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; an increase in water gallons sold in 2017 was due to projects; also have better conservation and leak detection in place with use of electronic metering system.
· Sewer Utility Fund condition is improving and was able to pay back all interfund borrowing. Sewer rates were increased in 2015 and 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;  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.  Larger than normal amount of capital projects were taken on in 2017.
· Capital Projects Fund expenses for 2017 included engineering for streets, canoe launch and SRTS, seal coating and storm repairs, purchase of two new pickups, excavator and trailer trade ups, truck rebuild, street signage, emergency sirens upgraded, garage building repairs, new tools, fire equipment purchased, police electronic ticketing programs, city hall  building and equipment upgrades, pool pump rebuilds, vacuum, new shelter construction, park upgrades for shelters and facilities, tree purchases, Veteran’s Park improvements.  All Cap. Projects fund balance is committed for various projects, equipment and upgrades.
· Hwy 43/Mill Street Improvement Project begun in 2014 had negative fund balance at year end due to cost overrun of the project and increased engineering review; Capital Projects fund will cover this negative balance to clear the account.

· Levee Improvement Fund financed from annual Elec Fund transfer and by DNR matching funds grants and mitigation grant funding.  Work continues on projects to maintain and improve the levee system.
· EDA Fund decreased as  administrative costs continue while little revenue was allocated; micro grant funds coming out of this fund.  Budget changes for 2018 will see less consultant fees and increased revenue to rebuild this fund balance.
· 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 $1,829,639. in loans; Flood recovery loans receivable decreased by $1,675,803. due to payments made 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.

The Council thanked Wente and Olstad for the presentation and there was a Motion by Benson seconded by Ryman to accept the 2017 audit/financial report as presented and to approve the Capital Projects Fund covering the deficit balance of the Fund 502 Hwy 43/Mill Street Project to close out that project fund. Upon roll call all voted aye.

The Council received a report regarding the Board of Zoning Appeals  hearing held earlier this evening to consider the request of Danny and Wanda Hanson to replace their front steps with an unattached deck extending to the driveway, with less than the required front yard setback.  A 2’ front yard variance was requested for the property located at 501 E. North Street.  Danny Hanson was present at the meeting.  After  some discussion and review of the Board’s findings, there was a Motion by O’Donnell seconded by Linder to accept the recommendation of the Board of Zoning Appeals and grant the Hanson variance as requested.  Upon roll call all voted aye.
Motion by Benson seconded by O’Donnell to take action and complete appropriate documentation regarding several flood loans. 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 #4 or #5 of 5 of the 20% forgivable amount shall now be forgiven.  Those loans with a forgivable balance of Zero and having met other loan conditions will have the collateral assignments applied to the property affected by these loans removed.  Approval of Resolutions attached.  Upon roll call all voted aye.




       




Res                        
Loan Recipient               Date            Forgivable         Balance
            2018-038
5 of 5
Rushford Dental  
    6/26/18
$  50,443.95   $           0.00
            2018-039  
5 of 5
Norsland Lefse     
    7/02/18
$  22,292.20   $           0.00

            2018-040
4 of 5
Semcac
      
    6/18/18
$  29,680.40   $  29,680.40
         








$102,416.55
A memo was reviewed from Public Works Director, Roger Knutson recommending the process to follow for filling a position of a temporary, seasonal part-time employee.  Said position will provide help for the summer months during the absence of a full-time employee who will be out with a medical condition.  The recommendation is to review and score applications and give authorization to provide a tentative offer of employment to the chosen candidate in order to get them working as soon as possible.  The Council will then take official action at the 6/11/18 meeting.  Discussion was held on the temporary, seasonal nature of the position which would not fall under the bargaining unit contract, no benefits will be offered and hours may vary, but will average around 35 hrs. per week.  Motion by O’Donnell seconded by Linder to accept the recommendation and continue with the process of filling the seasonal position.  Upon roll call all voted aye.
Administrator Chladek discussed the City’s Economic Development Fund/Revolving Loan Fund (EDA/RLF) and the guidelines for using those funds.  A study has been conducted with the owner’s permission, the Westerly Area Development Plan.  In order to position the City to be able or available to finance some of this development or the infrastructure/utilities to the area, discussion was held on using EDA/RLF funds.  Current policy guidelines are for EDA/RLF loans to business, with no specific authority to use those funds for other City improvement projects.  Discussion had been held with MN Dept. of Employment & Economic Development (DEED) regarding the MN Investment Funds allocated by the State and the rules that regulate those funds.  In discussions regarding policy guideline changes, it was brought to Administrator Chaldea’s attention that a MIF Revolving Loan Fund Request for a One-Time Exception could be applied for to use uncommitted balances of City EDA/RLF funds for any lawful purpose if 20 percent of the balance was returned to the State of MN.  It was noted the City’s original 2007 funding was not typical MIF funding, rather disaster relief funding and currently there is no payback requirement to the State.  The One-Time Exception application must be filed by June 1, 2018 and the State would act upon the request by June 30, 2018.  The Mayor and Council members were not comfortable with the short term notice and the deadline to make this decision.  Chladek noted he was bringing it to the Council’s attention so that all options would be open or available for the Council for use of the EDA/RLF funds.  Many were also not in favor of having to pay a 20% penalty when no payment is currently required.  Chladek also noted that he has calls in to various DEED officials as well as bond counsel but would not have answers back until the following day.  Since there will not be a meeting before 6/1/18, the deadline might be missed if indeed this one-time exception was do-able.  It is very possible, the one-time exception does not apply to the funds the City received and that a better plan of action would be to pursue policy language changes that would meet the standards of DEED as well as legal counsel.  After considerable discussion there was a Motion by Benson seconded by Ryman to first pursue policy changes to the EDA/RLF language which would include the City as a user of the EDA/RLF funds and to also file the application with MN Dept. of Employment and Economic Development (DEED) for the Minnesota Investment Fund (MIF) One-Time Exception due June 1, 2018, contingent upon the ability of the City to back out of this application prior to DEED’s final review June 30th.  Upon roll call all voted aye.
(Note:  It was subsequently learned on 5/30/18 from DEED that the one-time exception application could be backed out of before the end of June, but further that the application was NOT available to the City because the original funding was flood disaster funding, not regular MIF funding.  Work will continue with DEED and legal counsel to craft appropriate policy language changes for the council to consider.)

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

· A first draft was provided for review of Attorney Services Scope of Work for potential firms to review to provide legal services to the City when the current contract expires at the end of July.

· MDOT Landscape Partnership Planner will be meeting with TTP Board, RVCC and volunteers to review proposed downtown streetscape plans and north-end entrance sign plans.
· Council member Benson noted she had received information from a resident who had received a scam phone call regarding past due utility charges.
· Council member Ryman noted the Culpepper/Merriweather Circus would be coming to Rushford on August 2nd on the vacant lot next to JMW on Industrial Drive; the Chamber and Lions Club would be sponsoring the two-show event.
· Handouts were provided of a seminar attended by Administrator Chladek regarding public engagement challenges and conflict resolution skills.
Motion by O’Donnell seconded by Benson that the meeting be adjourned at approximately 9:48 p.m.  Upon roll call all voted aye.
May 29, 2018 Council Meeting Minutes

Submitted by:  Kathy Zacher, City Clerk/Treas.
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