REGULAR CITY COUNCIL MEETING

MINUTES OF JULY 14, 2014
Members Present:  Mayor Hallum, Council members Dahl, Colbenson, Bunke Absent:  Honsey
As per public notice, the Mayor noted the Rushford City Council would be holding a closed council meeting from 5:30 – 6:00 p.m. prior to the regular City Council Meeting for the purpose of meeting with City Attorney Chiglo to discuss options regarding City litigation against Springer & Gumble, P.A.  Motion by Colbenson seconded by Bunke to open the closed meeting.  Motion carried.  Chiglo provided information and options to pursue a claim against a licensed practitioner.  State Statutes must be followed, the claim must be meritorious, a firm must be retained to represent the City and experts hired to review the information and testify in court.  At 6:00 p.m. there was a Motion by Bunke seconded by Dahl to close the closed portion of the meeting.  Motion carried.
At 6:00 p.m. as listed in the agenda, a work session was begun to review terms and conditions of a proposed lease agreement with Farmer’s Cooperative Elevator for the former Municipal Liquor Store building.  The proposed lease agreement is ten year lease with two optional five year periods.  Details were discussed regarding the rental rate, tax abatement subsidy for the city portion of taxes, maintenance, insurance and other language.
Following the Pledge of Allegiance, Mayor Hallum called the regular meeting to order at 6:30 p.m.
Motion by Dahl seconded by Colbenson to approve the agenda as presented with the addition of Resolution 2014-066 Sportsman’s Club Gambling resolution; and request from Kevin Klungtvedt to table discussion on RNECC until he could be present at the meeting.  It was decided general discussion will continue on the EDA recommendations.  Upon roll call all voted aye.
Motion by Bunke seconded by Dahl to approve the minutes of the June 23, 2014 meeting as presented.  Upon roll call voted aye.  
The Mayor asked if there were any citizens wishing to be heard.  Joel Stevens, 784 Olson Drive discussed the drainage ditch behind his duplex and the issues he is having with water in his basement.  The City is aware of natural springs in that area and that since the drainage ditch was built in 2001 it has filled in and needs to be cleared out and possible a drain tile installed.  The City has taken elevation shots of the area in preparation of conducting work in the area.
The following communications were received:
· SEMLM Meeting in Winona 7/29/13
· University of MN EDA Center Newsletter for June 2014

· Thank you from University of MN Extension Winona County Office for use of Magelssen Bluff Park and Public Works efforts to accommodate their group
Motion by Honsey seconded by Colbenson to approve the consent agenda consisting of the following:  Upon roll call all voted aye.
· Approval of list of bills paid and to be paid along with accompanying fund summary report for period ending 07/14/14
· Approval of the Financial Statement and Investment Report
· Approval of June Police Department revenue and expense report
· Approval of June Police Dept. activity report

· Approval of Public Works overtime/banked hours report
· Approval of Utilities Fund Recap Report
· Approval of renewal of LMCIT Liability Coverage Waiver Form regarding monetary limits
· Approval of Resolution 2014-063 approving a $500.00 Matching Funds EDA Micro Grant to Grace Place for completing an exterior improvement project; painting the building, new overhead sign, bike rack, window dressing, window frame sign all of which total approximately $1,000.00
· Approval of Resolution 2014-065 approving a $500.00 Matching Funds EDA Micro Grant to Jessie Street Java for the purpose of website design and hosting; marketing materials for events and signage for the store (dependent upon verification of total expenses expected to be $1,000.)
· Micro Grant Financial Review Report

· Approval of Resolution 2014-064 approving a $500.00 Matching Funds Highway 43 Project Grant to St. Joseph’s Catholic Church for the purpose of reconstructing the front of Montini Hall to add beauty taken away from the Hwy 43 construction project; building a new flower planter at an estimated cost of $20,000.00.
· Financial Recap of Hwy 43 Grants authorized to date.

· Acknowledgement of PFA Drinking Water principal forgiveness grant awarded to the City in the amount of $385,231.00 against the $671,870.00 water loan.  The loan term length has been set at 20 years and 1% interest has been locked in.  The attached letter is to be signed by the Mayor acknowledging the City’s understanding that the PFA related assessments have a limit to the amount of interest that may be charged.

· Approval of Resolution 2014-066 approving Exemption from Lawful Gambling License for a fund raising event for Hardwood Country Sportsmen’s Club, to be held September 13, 2014, at Nordic Lanes.

Councilmember Bunke wished to express caution regarding the Micro Grants, that while they may meet the parameter and intent of the policy, the grant program should not be used as a means of cash flow for businesses.
Steve & Joan Lee requested a new privacy fence to be installed on their property at 100 E. Harry Street due to the Highway 43 project changing the use of their property.  Trees and bushes located in the MDOT right-of-way are to be removed and an open ditch replaced with new storm sewer.  The Lee’s were offered a fence at an approximately value of $1,500.00 but are now requesting a wind rated fence of higher quality and a cost of $3,208.57.  Mrs. Lee was present and explained they had been maintaining the ditch and trees for many years, wanted the fence to provide a buffer but felt they needed the wind rated, higher quality fence.  Motion by Colbenson seconded by Dahl to provide the Lee’s with a wind rated fence at a cost not to exceed $3,208.57.  Upon roll call the following voted aye:  Hallum, Dahl, Colbenson  Voting no:  Bunke.  Motion carried.
Motion by Bunke seconded by Colbenson to approve the renewal of a Legal Services Agreement with Terry A. Chiglo, Attorney at Law for general legal services for 17 months thru the end of December 2015. Chiglo also requested to increase the fee to the rate of $135.00 per hour.  Upon roll call all voted aye.

EDA President Tom Driscoll was present to discuss the recommendations from the Rushford EDA regarding three RLF loans.  Driscoll explained the EDA has modified their policies and procedures regarding loans in forbearance and loans in default based on their signed agreements.  The policy now provides loan holders with specific information required by the EDA, specific details on what is required to cure a default and consequences if there is no cure within a specific time frame.  Depending on the status of a loan, the loan holders are asked to provide a cure for their loan default and/or provide an exit plan to come out of forbearance.  The exit plan would include milestones or goals that the EDA can monitor during the forbearance period.  Another option for the City would be to engage a forensic accountant (at the expense of the loan holder) to perform an audit and determine if the loan should be restructured, if additional security is required or if other steps should be taken to insure collection.  The EDA Subcommittee had meet to review three EDA/RLF loans and provided a recommendation to the full EDA at their 7/2/14 meeting.
GForce Digital Technologies, LLC (GFDT), name change from GForce Ink, LLC. -  the loan has been in default for failing to comply with financial reporting and repayments are in default for a period of 18 months (from November 1, 2013).  CFO Tom Byrne provided an explanation of affiliated companies that are owned and controlled by the GFDT board and presented the latest business plan.  Their financial plan does include quantifiable goals or milestones which will be easier for the EDA to monitor.  The EDA feels there is a plan and process in place that should help lead this start-up technology firm forward.  Motion by Colbenson seconded by Dahl to accept the EDA recommendation and recognize that the cure for the default is for the City to recognize the period of November 1, 2013 and May 1, 2014 as the period of default and grant a twelve (12) month extension of the forbearance on combined repayment of their three loans from 5/1/14 to 5/1/15 when the combined loan payment will have to resume.  The Council also reserves the right to add conditions to the forbearance extension which may include a forensic accountant conducting an audit to insure adequate security and to update information given that the loans have been under forbearance for 40 months total and the company has changed considerably.  Upon roll call all voted aye.
SE MN Historic Bluff Country -  the loan has been in default since March 2014 due to lack of required reporting of financial information.  HBC was and is still working with CEDA-SBDC staff on a business plan in consideration of extending their forbearance.  A meeting was held with HBC staff and plan for curing their default was extended due to this plan still being in the works.  As their forbearance plan will need to show milestones and planes to come out of forbearance, it was recommended this be extended as well.  Motion by Bunke seconded by Colbenson to approve an the recommendation of the Rushford EDA and grant an Extension of Forbearance from March 1, 2014 to October 31, 2014 and that the default to cure periods ends on November 1, 2014.
Rushford NanoElectro Chemistry Company (RNECC) -  the loan has been in forbearance since September 2013 but is now considered in default due to noncompliance with reporting requirements, with no financial documentation being provided as requested by contract, by letter and through meetings with Kevin Klungtvedt.   Council member Colbenson suggested tabling action until the next meeting to allow Klungtvedt to attend and explain his situation.  Council member Bunke stated he needs to know there is urgency involved and that he does need to take action on the requests.  It was noted RNECC may be asking for an extension of their forbearance and that request cannot be acted upon if there is insufficient financial data to analyze the request.  Motion by Dahl seconded by Bunke to invite Klungtvedt to the next meeting.  The Motion also includes accepting the recommendation of the Rushford EDA to consider the loan in default for failure to comply with the terms of forbearance, to require the financial information be submitted no later than 8/28/14, and to give the Council the option of engaging a forensic accountant for an audit to examine all company information.  Upon roll call all voted aye.
Discussion was held on the proposed sale of .71 acres in the Rush Creek Business Park to Michael Burns for the sum of $15,000.00.  The area is part of Block 1, Lots 7 & 8 labeled Parcel 1.  Burns intends to construct a warehouse facility for additional storage for his existing business.  The purchase price is consistent with other sales of land in RCBP.  Motion by Bunke seconded by Dahl to approve the purchase agreement between the City and Michael Burns for the purchase of property as stated above and as per State Statute upon review and approval of the Planning Commission.  Upon roll call all voted aye.
Discussion was held on entering into an agreement with the Farmer’s Elevator Co-op for the lease of the city building at 409 South Elm Street.  This matter was reviewed in a work session prior to this meeting this date.  Some amendments and modifications were suggested during the work session and will be incorporated and/or negotiated into the agreement.  Motion by Colbenson seconded by Dahl to authorization entering into a lease agreement with Farmer’s Elevator Co-op negotiating in the minor modifications.  Upon roll call all voted aye.
Motion by Dahl seconded by Bunke to enter into an agreement with the U.S. Fish & Wildlife Service (UWFWS) as a participant in a wildlife habitat improvement program.  The program involves a grant for habitat restoration on the Magelssen Bluff area and in coordination with ongoing Minnesota DNR efforts in the same vicinity.  Contractors will be hired to cut and remove invasive species located in areas between the area being cleared by goats and private property.  Upon roll call all voted aye.

Motion by Bunke seconded by Colbenson to adopt with Thanks Resolution 2014-062 acknowledging a Donation of $1,500.00 from Dorothy O’Donnell for a contribution of $500.00 to the Rushford Public Library for large print books; $500.00 to the Rushford Ambulance Service for equipment needs; and $500.00 to the Rushford Fire Department. For equipment needs in memory of Harold (Bud) O’Donnell.  Upon roll call all voted aye.
Council member Colbenson wished to discuss deer issues within the City and his belief there needs to be a program to shoot the deer.    DNR Officers had previously agreed to discuss with Chief Eide programs that have worked in other cities.  It was decided to bring back more information to the council in the next few weeks.
Motion by Bunke seconded by Colbenson to accept the resignation of Peter Enns from his seat on the EDA as he will be moving the area.  Enns was thanked for his service.

Minutes were provided for Council review of the following meetings:

Rushford EDA:  minutes from April, May and June

Airport Commission:  minutes from March, April and May

Planning Commission:  minutes from April and May

Electric Commission:  minutes from April

Tri-City Planning:  minutes from June meeting
Motion by Dahl seconded by Colbenson that the meeting be adjourned at approximately 8:20 p.m.   Upon roll call all voted aye.

July 14, 2014 meeting minutes 

Submitted by:  Kathy Zacher, City Clerk/Treas.
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