REGULAR CITY COUNCIL MEETING

MINUTES OF JUNE 24, 2013
Members Present:  Mayor Hallum, Council members Dahl, Honsey, Colbenson, Bunke
Following the Pledge of Allegiance, Mayor Hallum called the regular meeting to order at 6:30 p.m.
Motion by Honsey seconded by Dahl to approve the agenda as presented with the addition of a report on the recent airport activity and the proposed Farmer’s Market.  Upon roll call all voted aye.
Motion by Bunke seconded by Honsey to approve the minutes of the June 10 2013, meeting as presented.  Upon roll call all voted aye.
The Mayor asked if there were any interested citizens wishing to speak with the following persons speaking:

· Kirsten Zoellner reporting on the Farmer’s Market initiative.  The Farmer’s Market is proposed to be held at Creekside Park on Wednesday from 3-7 p.m.  The Rushford Area Chamber of Commerce has agreed to sponsor the activity and provide the necessary insurance.  Zoellner reported organizational paperwork has begun with rules for the “producer only” vendors.  More of the final details will be provided to the Council at the next meeting.   It was noted the Council is supportive of the Farmer’s Market effort in the community.
· Charla Miertschin, Chair of the Rushford Airport Commission, reported on the “Jumps for Hope” event held last Sunday which was an excellent opportunity to promote public awareness of the airport.  Miertschin reported public works had done a great job on the site preparation and many families attended the events throughout the day.  The fund raising activity of the tandem sky-diving events was successful with 114 tandem jumps, including Mayor Hallum.  Miertschin noted the size of the event has given them an indication of how to handle other upcoming events, specifically the “Spectaculair” event planned for September.  Miertschin thanked M&M Lawn & Leisure for the use of one of their Ranger vehicles and The Creamery for providing coupons to the visitors.

· Council member Colbenson had Pat Marin attend the council meeting regarding a sewer backup problem she is experiencing in a home she purchased from him several years ago.  Public works had not been called regarding this recent problem, and until they have the opportunity to check the main, it cannot be determined what the problem might be.  Past year’s insurance claims and paperwork will also need to be researched.
The following communications were received:
· Notification from Mediacom regarding channel line-up changes.
· Notification from Ace Communications regarding channel line-up changes and rate changes to some of their package offerings.

· Newsletter from University of MN/The EDA Center

· Quarterly RACC Newsletter

· New Silica Sand Legislation Summary – Minnesota Session Laws 2013 Chapter 144

Motion by Bunke seconded by Dahl to approve the consent agenda consisting of the following:

· Approval of list of bills paid and to be paid along with accompanying fund summary report for period ending 06/24/13.
· Adoption of Resolution 2013-078 Granting a Temporary On-Sale Liquor License to Rushford Festivities, Inc. for the annual community celebration to be held July 19-21, 2013 at the Fest Grounds on Industrial Drive West of the Historic Depot.

· Approval of granting the temporary permission to Rushford Festivities, Inc. for its coordinators to operate golf-type vehicles on City streets during the 2013 celebration to be held July 15-21, 2013.
Upon roll call all voted aye.
Tom Wente, Principal of Smith, Schafer & Associates, Ltd. presented the 2012 Audit 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 a clean opinion on the audit.  There were no exceptions noted for 2012 related to MN legal compliance issues.  The detailed report was reviewed over several hours with Mayor Hallum, Administrator Sarvi and City Clerk/Treasurer Zacher.  The Management Discussion and Analysis portion of the report was prepared by City staff as a narrative overview and analysis and description of the financial activities for the past year.  Due to the amount of federal funding received, the City will again need to have a “single audit” conducted at a later date to satisfy federal requirements.  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.

General Fund expenses are routine and within budget; General Fund balance has increased slightly from 11% to 17%, but still is below standard and must be built back up.
Market Value Credit no longer exists which changes scope of collection of tax revenues; Local Government Aid was stable in 2012/2013 and will see slight increase in 2014.

Fire and Fire Mill Rate Funds are solid with plenty of reserves for future purchases; 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.

Airport Fund has had a lot of capital projects, utilizing state and federal grants.

Library has routine expenses; funds donated for new building project are being returned to individuals who request since the new building project has been cancelled.

Debt Service Funds making all payments in timely manner; one TIF bond left; new GO Abatement Bond issued for levee project.  Several notes and bonds will be paid off in the next year.
Revenue Bonds 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.
Utility funds have considerable funds tied up in “due to/due from” entries although a lot was cleared up during the course of 2012 business.
Utility funds suffered loss of customers and loss of revenue from the flood; needed much infrastructure repair; includes higher depreciation; funds are looking better, but need to continue to keep rates at appropriate levels to keep up with debt and operations expenses.

Capital Projects Fund balance also lowered to cover flood recovery expenses and other projects; need to pay back and replenish that fund balance as well.  All advance Highway 43 project expenses being paid until financing package determined in 2014.
Significant FEMA funds were received in fiscal year 2012; with review of ongoing projects updated to determine new receivable amount by fund.

EDA Flood Recovery Fund very detailed and unusual for small City to manage; software in place to help track loans and provide information for loan recipients.  Auditors very happy with set up, tracking and tie-back to accounting system.  Revolving Loan Fund has huge potential for funding for future growth of taxable properties.
Given variety of funds, variety of activities and flood related activities, City has a complicated set of records to maintain and retain.

Following several general questions by the Council, and thanking Wente for his presentation and explanations, there was a Motion by Dahl seconded by Honsey to accept and adopt the 2012 audit report as presented.  Upon roll call all voted aye.

Motion by Colbenson seconded by Honsey to accept the recommendation of the EDA regarding several Revolving Loan Fund issues reviewed at their 6/12/13 meeting and adopt Resolutions 2013-068 through 2013-072. The following list represents the documentation of the five year forgiveness of flood recovery loans; since an early repayment of the Promissory Note has been made, all remaining Category 1 loans will also be forgiven; reporting obligations waived and collateral released (or allowed to expire).  If there is no prepayment and regular Category 1 payments are being made as scheduled, the collateral remains in place and reporting obligations continue until the loan is paid off. 

2013-068
Abundant Life


$    70,766.00  still paying on  Cat 1

2013-069
BS Rental


$    17,102.00  and remaining Cat 1  $   3,620.00

2013-070
Good Shepherd Home

$      5,505.75  and remaining Cat 1  $   1,101.25

2013-071
Reliable Pest Mgmt       
$      4,070.00  and remaining Cat 1  $      813.60

2013-072
Variety Plus                          
$    51,311.00  and remaining Cat 1  $ 10,262.40



Assumed by Witt’s
Upon roll call all voted aye.

Motion by Honsey seconded by Dahl to adopt Resolutions 2013-073 and 2013-074 representing the documentation of the five year forgiveness of the first installment of the forgivable amount of $100,000.00 with the remaining balances to be forgiven in equal installments over the next five years at which time the collateral assignments applied to property affected may be removed:
2013-074
Gary Marcoux/Dental

$100,000.00  Balance to forgive $252,219.76

2013-075
Norsland Lefse

$100,000.00  Balance to forgive $111,461.00

Upon roll call all voted aye.

Motion by Dahl seconded by Colbenson to adopt Resolutions 2013-075 through 2013-077 representing the documentation of the discharge of flood recovery loans which have not and will not be in compliance with the program policies due to bankruptcy proceedings.  The original loan holders have been discharged from the personal obligation on the loan and the City will not be able to collect from the debtor:

2013-075 
Bellock/Variety Plus

$22,800.00
Category 1A

2013-076
Bellock/Holle Building
$68,624.00
Category 1

2013-077
Brown/Home Street Floral
$50,403.00
Category 1



Brown/Home Store Floral
$34,000.00
Category 1A

Upon roll call all voted aye.

Motion by Dahl seconded by Colbenson to accept the recommendation of the EDA and provide $500.00 to assist with promotional efforts for the Rushford Area Chamber of Commerce Expo-Culinaria Event scheduled for September 7, 2013.  Upon roll call all voted aye.
Discussion was held on the upcoming 2014 budget process; committee make-up and goals.  Council member Colbenson and Mayor Hallum volunteered to serve on the budget sub-committee.  Discussion was held on the need to follow through on some of the recommendations from the audit report; specifically increasing the general fund reserve; addressing the negative balance of the liquor fund; and using EDA Revolving Loan Funds to increase the tax base.  General discussion was held on a proposed percentage increase to expenses vs. to the levy; checking on property value changes and how that would affect the amount of tax revenue to be collected; potential legal costs on the arbitration issue; potential use of liquor store building to create revenue; other sources of revenue and so forth.  Meetings will be held with department heads to review their planning and budget needs.  
Administrator Sarvi reported a meeting is planned with the developers of the Rushford Inn Project to discuss the site and financial options.  A firm has not yet been found to conduct an appraisal on that property North of Highway 16.  He noted there will not be an appraisal of the Community Center property.  

Motion by Honsey seconded by Dahl that the meeting be adjourned at approximately 9:00 p.m.  Upon roll call all voted aye.

June 24, 2013 meeting minutes 

Submitted by:  Kathy Zacher, City Clerk/Treas.
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