REGULAR CITY COUNCIL MEETING

MINUTES OF DECEMBER 27, 2011
Members Present:  Mayor Hallum, Council members Dahl, Honsey, Roberton, Bunke
Following the Pledge of Allegiance, Mayor Hallum called the meeting to order at 6:30 p.m.

Motion by Roberton seconded by Dahl to approve the agenda as presented.  Upon roll call all voted aye.
Motion by Dahl seconded by Honsey to approve the minutes of December 12, 2011, meeting as presented.   Upon roll call all voted aye.
The Mayor asked if there were any citizens wishing to be heard with no one wishing to speak at this time.
There were no notices or communications to review at this time.
Motion by Roberton seconded by Bunke to approve the consent agenda consisting of the following:

· Approval of list of verified claims paid for the reporting period ending 12/27/11
· Approval of Resolution 2011-059 Exemption from Lawful Gambling License for the Rush Creek Longbeards/National Wide Turkey Federation for an annual fund raising activity at Stumpy’s Restaurant on 2/25/11.
· Review of the annual “Insurance Memo” detailing the receipt of a dividend, along with supporting information from the League of MN Cities Insurance Trust (LMCIT).  A history of premiums and dividends was provided along with a history of claims – not counting flood related claims.  Some discussion was held on the possibility of being self-insured.  It was noted that in the cases of extreme losses (such as the 2007 flood when over a million dollars was paid out in claims) LMCIT has a loss limiting factor that tempers the effect on future premiums and dividends.
Upon roll call all voted aye.

Information was provided from city auditors, Smith, Schafer & Associates regarding new standards implemented by the Governmental Accounting Standards Board (GASB), Statement 54 – Fund Balance Reporting and Governmental Fund Type Definitions.  The new categories of fund balance are more descriptive and focus on how the City plans to use its resources. Some fund balances are already restricted due to external legal restrictions such as grant proceeds, some are not liquid, not in spendable form such as inventory, and some fund balances must be committed by a formal action and cannot be changed without another formal action. Therefore, resolutions are needed to implement the new standards and to insure the changes will be in the City’s Comprehensive Annual Financial Report (CAFR) for comparison purposes between fiscal years 2010 and 2011.  Discussion was held on the Special Revenue Funds:  Library, Economic Development, Fire Department, Airport Fund and Community Center Fund.  It was noted the auditors are recommending the Ambulance Fund be categorized as an Enterprise Fund as it is self-supporting and does not rely on any tax levied revenues.  

Motion by Roberton seconded by Dahl to adopt Resolution 2011-058 Committing Specific Revenue Sources in Special Revenue Funds; which formalizes the commitment of the specific revenue sources for specific purposes.  Upon roll call all voted aye.

Motion by Roberton seconded by Bunke to adopt Resolution 2011-060 Committing Capital Improvement Fund Balance and Revenues for Future & Ongoing Capital Improvements Construction Projects and Equipment Purchases.  Upon roll call all voted aye.

Discussion was held on the Resolution to adopt a final property tax levy for the City, collectible in 2012.  The preliminary levy was set at $774,695.00; keeping the operating levy steady with the only increase being the mandatory debt service amounts. Council member Bunke wanted to see the levy set at the same total as 2011. Discussion was held on the truth in taxation public hearing held early in December and the explanation of the State changes to the market value homestead credit/homestead exclusion formula.  Reductions were made to budget items when the State cut LGA funding and market value credit funding last year and again reduced when the State cut further funds in 2011.  Bunke’s request would mean an additional cut of $34,695.00 which Administrator Sarvi noted could be taken from the Economic Development Fund.  Because of the State’s change in market value credit exclusion formulas, this would not translate to a reduction in taxes for property owners.  Motion by Bunke seconded by Roberton to Adopt Resolution 2011-057 approving a final property tax levy of $740,000.00, collectible in 2012. with the reduction coming out of the Economic Development Fund.  Upon roll call all voted aye.  

At this time the Council reviewed the draft “Request for Proposal to Lease & Operate a Liquor Establishment at the former City of Rushford Liquor Store”.  Discussion was held on the type of lease to enter into that would cover the basics of taxes, insurance and utilities; the length of a proposed lease; the importance of the off-sale to the success of the lessee’s operations; and the method of evaluation the RFP’s.  It was decided the RFP will be advertised in the coming week, with a deadline for submittal by the end of January, and that the Liquor Committee of Honsey and Dahl will review the RFP’s and report back to the Council.

A staff report was reviewed regarding the USDA Loan and Grant for the Library/City Hall project. Mayor Hallum and Administrator Sarvi met with USDA representatives recently to review uses for the funds, regulations pertaining to the grant portion, what the city’s obligations would be, and the USDA need for a signed certificate accepting the ARRA funding.  It was noted the City is not obligated to take any or all of the funds, but the form will preserve options for the City as all avenues are being explored.  Email correspondence was provided indicating the USDA will approve the funds being used for remodeling of existing buildings to replace the existing combined library/city hall facility and that the grant amount is adjusted depending on the amount of loan taken.  Discussion was held on the request submitted to FEMA for the alternate use of community center funds for the new library building project.  The request has been forwarded to the FEMA Chicago office and is under review at this time. If library building plans should change, a new request would need to be submitted for FEMA review.  Councilmember Bunke stated there were still FEMA funds receivable on the liquor store building project.  It was noted when that revenue is received it should go against any negative balance in the Liquor Fund.  Council member Bunke stated the City should decline the USDA loan/grant offer as we don’t have a use for it right now.  Council member Honsey stated he felt it was important to keep this as a tool to use when all the City’s choices are in front of them.  Administrator Sarvi stated it preserves the most options for the City. Motion by Hallum seconded by Honsey to authorize the Mayor to sign the USDA ARRA Certification form, noting it does not obligate the City to the use of the funds.  Upon roll call the following voted aye:  Hallum, Honsey, Dahl, Roberton.  Voting No:  Bunke.  Motion carried.
Minutes were provided for review of the 11/21/11 Airport Commission Meeting.
Information was provided for review from the League of MN Cities and Coalition of Greater MN Cities of areas of interest or concern to the City.

Updates on ongoing projects included:

· Levee Corrective Measures Project – conference call meeting minutes were provided along with the daily progress reports
· Staking is in progress to identify areas of concern on the levee system to relocate electric poles and to meet Corps of Engineers setback requirements; also included is a review of the underground electric in the Brooklyn area which may need to be upgraded
· The January 23rd Council meeting will have a closed session from 5:45 p.m. to 6:15 p.m. to meet with Attorney Robert Alsop of Kennedy & Graven regarding the pending arbitration/litigation procedures with F & L Management & Development, Inc. and Guardian Inn of Rushford, MN LLC, LMCIT File # 11076746
Motion by Roberton seconded by Honsey that the meeting be adjourned at 7:30 p.m.  Upon roll call all voted aye.
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