REGULAR CITY COUNCIL MEETING

MINUTES OF JUNE 9, 2008

Members Present:  Mayor Ladewig, Council members Johnson, Benson, Deering  
Absent:  Dahl  

Mayor Ladewig called the meeting to order at 6:30 p.m.

Motion by Johnson seconded by Benson to approve the agenda as presented with the addition of discussion of appointment of library board member, notification of All-Hazard Mitigation Plan Public Meeting, report on recent flooding in Fillmore County, review analysis of Bluffview Mobile Home Park renovation, discussion of an IRS private letter ruling, discussion of application for a DNR flood damage reduction grant.  Upon roll call all voted aye.

Motion by Benson seconded by Johnson to approve the May 27, 2008, council meeting minutes as presented with the correction of a typographical error, changing the name Carl to Carol.  Upon roll call all voted aye. 
The Mayor asked at this time if there were any audience members wishing to be heard before the Council.  Mrs. Rodney Hoff of Grandview Avenue expressed concern regarding a neighbor’s burning permit, and the objectionable smoke and odor produced from that burning.  The matter will be looked into.
The following communications were reviewed:
· Notification from Ace Communications regarding HD channel additions.
· Invitation from the Coalition of Greater MN Cities to attend the summer conference in Mankato July 30-Aug 1.

· Notice of award of the Well No. 5 bid to the successful bidder, Mineral Service Plus, LLC in the amount of $278,302.00 pending compliance with required contract documents.

· Letter from the City of Rushford Village requesting to reestablish the Tri-City dialogue and discuss such topics as a watershed district and sewer district.  It was noted Tim Penny of SMIF had approached both councils inviting participation in the Asset Based Community Development (ABCD) Program which was intended to address many areas of mutual concern and draw from the results of the Design Team recommendations.

· Review of most recent flood recovery loan spreadsheet, noting many new loan requests have come forward, some have been amended and incorporating all requests, leaves the fund in the negative.  The EDA loan review committee and EDA will be processing all submitted loans in the coming week, with the Council expected to close out the final requests at the June 23rd meeting. 
· Notification of the Fillmore County All-Hazard Mitigation Plan Public Meeting to be held June 10th at 6:00 p.m. at the R-P High School to review the goals, objectives and strategies or actions to reduce the impacts of future disasters.  Members were encouraged to attend to participate and react to the plan, noting that having a plan in place also helps prepare for future funding opportunities in the event of a disaster.

· Report from Karen Brown, Fillmore County Coordinator regarding the recent flood activity in Fillmore County
· Due to the recent loss of Dennis Lockwald, a new member is needed to serve on the Library Board until December.  Motion by Benson seconded by Deering to appoint Bonnie Prinsen who has consented to serve on the Library Board.  Upon roll call all voted aye.  Condolences were expressed to the Lockwald family as well as appreciation for Dennis’ service to the community.

Susan Hart, Library Director, informed the Council the Library Board has entered into a contract with Crescendo Consulting of Winona for a community assessmentressed to the Lockwald family and appreciation for Dennis'on by Benso to determine the willingness and ability to finance a new library facility.  Funding for this venture has been in reserve for several years and the Board has been waiting for the opportunity to move forward.  Hart noted the working conditions and space needs issue in the library are no longer tolerable.  Hart also noted that RINTek will be partnering in the community assessment to identify fund raising opportunities for their venture to be housed in the library building.
Motion by Benson seconded by Johnson to approve the consent agenda consisting of the following items:
· Approve list of bills paid and to be paid and the accompanying fund summary report.

· Approve the May Police Dept. revenue and expenditure report as presented.
· Approve the May Police Activity report as presented with activity listed to date

· Approve Public Works Dept. overtime/ banked hours report as presented. 

· Approve Financial Statement and Investment Reports as presented.
Upon roll call all voted aye.

Discussion was held regarding the Bluffview Mobile Home Park, recently acquired by H-Boys, LLC (Becker Properties and Hammell Equipment).  Letters were reviewed from former owner Paul Kieffer and the H-Boys, LLC detailing the scope of work required to repair and reopen the facility.  The area is currently zoned as a Mobile Home Park, with nonconformance on the code setbacks. As the estimated cost for replacement is less than 50% of the price paid for the property, the request was made to grandfather in the provisions for the zoning codes.  All state standards are still required to be met regarding water and electric upgrades in the area.  Following discussion, there was a Motion by Benson seconded by Johnson to grandfather in the code provisions for the Bluffview Mobile Home Park, allowing the H-Boys to continue with the renovations necessary to reopen the facility.  It was felt very important to provide this housing opportunity within our community.  Upon roll call all voted aye.
Motion by Johnson seconded by Deering to approve Resolution 2008-091 acknowledging with thanks and appreciation the donation of $500.00 from the Good Shepherd Lutheran Church of Rochester, MN specifically for the Creekside Park playground.  Upon roll call all voted aye.

Several new flood recovery loans have been processed by the EDA Loan Review Committee and the EDA, ready for Council action.  Council members were asked at this time to review the applications submitted for any conflicts of interest, finding none.  In general discussion on the loan process, it was noted that in the case of building loans, the City has a mortgage against the property and for equipment loans, a security agreement.  In most cases, the City is in the subordinate position on loans.

Motion by Deering seconded by Benson to approve Resolution 2008-038 approving the amended amount of Category 1 loan application, following appeals process, for Reliable Pest Management in an amount not to exceed $5,426.00, and further a Category 1-A loan in an amount not to exceed $14,508.00 subject to cost and expense verification and approval, and subject to borrower’s equity injection of $9,672.00.  Upon roll call all voted aye.

Motion by Benson seconded by Johnson to approve Resolution 2008-079 amendment to 2008-013 approving the additional needs flood recovery loan application for a Category 1 loan to Murphy-Johnson Post #94 in an amount not to exceed $78,237.00 subject to cost and expense verification and approval.  Upon roll call all voted aye.  The Council had previously asked for a recap on donations, which the Murphy Johnson Post provided, noting those donations would be used for operating expenses.  Upon roll call all voted aye.
Motion by Johnson seconded by Deering to approve Resolution 2008-088 approving the flood recovery loan application for Plumber’s Services/Kevin O’Laughlin as a Category 1 loan in an amount not to exceed $9,125.00, subject to cost and expense verification and approval.  It was further verified that this loss was for teaching supplies and materials stored in a mini storage unit.  It was also noted that O’Laughlin has applied for a Conditional Use Permit for a home based business.  Upon roll call all voted aye.

Motion by Benson seconded by Johnson to approve Resolution 2008-092 approving the flood recovery loan application for Nordby’s Jewelry/Wendell Nordby for a Category 1 loan in an amount not to exceed $27,999.00, subject to cost and expense verification and approval.  It was noted a negotiated sale is in process with Stumpy’s Restaurant to expand their restaurant operation and upon a successful sales agreement, the loan would be assumed by Pat & Judy Christian.  Upon roll call all voted aye. 
Motion by Benson seconded by Johnson to approve Resolution 2008-093 approving the flood recovery loan application for RINTek for a Category 1 loan in an amount not to exceed $16,600.00, subject to cost and expense verification and approval.  It was noted the loan was for replacing the city hall lower level flooring.  Discussion was held regarding setting a precedent for renters/lease holders.  Upon roll call the following voted aye:  Benson, Johnson, Ladewig.  Voting no:  Deering.  Motion carried.

Motion by Johnson seconded by Benson to approve Resolution 2008-094 to approve the flood recovery loan application for the Rushford Hardware/Greg Norstad for a Category 1-A loan at 1.5% interest, in an amount not to exceed $549,000.00, subject to cost and expense verification and approval and subject to borrower’s equity injection of $366,000.00.  Upon roll call all voted.  
Motion by Benson seconded by Johnson to approve Resolution 2008-095 Amending Resolution 2008-093 and Resolution 2008-070 to approve the flood recovery loan application for Dennie & Shirley Darr, Junction Plaza as a Category 1 additional needs loan in an amount not to exceed $33,981.00 and a further Category 1-A loan at an interest rate of 1.5% in an amount not to exceed $20,411.00, subject to cost and expense verification and approval and subject to borrower’s equity injection of $13,608.00.  Upon roll call all voted aye.

Motion by Johnson seconded by Deering to approve Resolution 2008-096 Amending Resolution 2008-068 to approve the flood recovery loan application for Tri-County Publishing for an additional needs loan in an amount not to exceed $7,000.00, subject to cost and expense verification and approval.  Upon roll call all voted aye.

Motion by Benson seconded by Johnson to approve Resolution 2008-097 Adopting Policies for the Administration of MN Department of Employment & Economic Development Small Cities Development Grant to include the Fair Housing Action Plan, Procurement Policy, Residential Anti-Displacement & Relocation Assistance Plan, Civil Rights Policy, Conflict of Interest Policy, Excessive Force Policy and Drug Free Policy.  Upon roll call all voted aye.
Motion by Johnson seconded by Deering to approve the land lease agreement with Litscher Processing for the use and further demolition, removal and proper disposal of the storage shed structure on the adjoining city lot.  Litscher also agrees to construct an elevated platform for the installation of his HVAC facilities.  Upon roll call all voted aye.

Tim Clawson of Clawson Development Services provided an update on the flood recovery program monitoring, compliance issues, and interpretation of policies and guidelines.  A meeting had been held with DEED representatives indicating to them the degree of documentation necessary for funds to be granted and eventually to be paid out.  The existing Flood Recovery Loan Policy states that personal guarantees shall not exceed 10% of the loan, but it was found that several loans have not had this guarantee provided for.  It was felt necessary to establish a criteria that will protect the City, but not be over-burdensome and costly to administer and eventually provide a means for the City to collect on defaulted loans, if need be.  DEED had stated this policy will be a local decision to make.  Clawson recommended that a threshold be set to require personal guarantees of loans greater than $100,000.00 for all Corporations (Inc.) and Limited Liability Companies (LLC), with the personal guarantee decreasing as the loan decreases.  It was noted that partnerships and sole owners already are personally responsible for their loans.  It was also recommended that Category 1-A loan personal guarantees shall equal 75% of the total loan and Category 2 loan personal guarantees shall equal 100% of the total loan, with both minimums decreasing as the loan decreases.  It was also noted that paperwork for these guarantees would be completed with the loan addendum at the time of recording the final loan agreement.  Motion by Johnson seconded by Deering to approve the Administrative Policy – Personal Guarantee guidelines as presented.  Upon roll call all voted aye.
Clawson also noted that he has accepted new employment and will be completing his work with the flood recovery loans on June 18th.  He will be completing review and monitoring of selected loans and provide for a strategy of transition of his duties to other staff.  Clawson thanked the Council for the opportunity, stating it was a pleasure to work with the City.

Discussion was held regarding a recent meeting with Smith Schafer & Associates, Principal Tom Wente and Attorney Mark Paczosa regarding the flood recovery loans and how the Internal Revenue Service will treat the loan recipients for tax purposes as well as what is required of the City.  A Private Letter Ruling from the IRS would provide clarification and give options to the loan recipients.  It was noted this guidance is specific to the Rushford Flood Recovery Loan Program and would review the various categories of loans provided and the tax implications of each.  The IRS treatment of these funds will determine if the funds are taxable immediately, available for an elective write off over time, or non taxable if determined to be contingent payment loans.  A pre-submission conference would be held with the IRS to determine if a private letter ruling will be necessary.  Motion by Benson seconded by Johnson to retain Smith Schafer & Associates and provide power of attorney for the purpose of discussion with the IRS the proper treatment of the forgivable flood recovery loans under Section 61 of the Internal Revenue Code.  Upon roll call all voted aye.
Discussion was held on the need for levee certification within the next two years; to not only know our community is protected, but also to be eligible for assistance in the event of another flood.  Previously the Council had authorized Otomo Engineering and URS to explore funding and timing options for the levee certification process.  A DNR Flood Damage Reduction Hazard Mitigation Grant Application was reviewed for a Phase 1 study at an estimated cost of $282,000.00.  The DNR grant would cover $141,000.00.  It was noted that if the grant is awarded, bids would be let for a scope of work to include survey and topographic information, mapping and modeling, determination of adequacy of freeboard, review of embankment protection, review of closure devices, review of interior drainage, geotechnical analysis and review of operation and maintenance plans.  The Corps of Engineers feels the levee system will meet the requirements to allow certification to be submitted to FEMA.  If deficiencies are noted that will not allow certification, a Phase II study would need to be implemented.  Motion by Benson seconded by Deering to approve the adoption of Resolution 2008-098 applying for the DNR Flood Damage Reduction Grant Assistance Program.  Upon roll call all voted aye.
Upcoming meeting dates were noted: Tree Board 7/7/08, Library Board 7/7/08, EDA 6/17/08, Airport Commission 6/16/08, Planning Commission 6/17/08, and RME 6/18/08.  Minutes were provided for Council review of the May 6th and 20th EDA meetings.
Information was provided from the Coalition of Greater MN Cities and the League of MN Cities regarding current and potential legislative action of interest or concern to the City.

Updates were provided on the following on-going areas of concern:

· The Corps of Engineers has let bids for their potion of the repair of flood damages to the levee system.
· A meeting will be hosted July 1st for an advisory group to review the City’s housing action plan and review the housing needs and potential sources of funding.

· An advisory group is being formed to make recommendations on the future of the Creekside Park playground to review necessary repairs or renovations, sources of funding and manpower resources.  

· Contact is being made with property owners who appear to have abandoned or forfeited their properties since the flood to determine their intent and also to remind them of their responsibility for grass/weed control measures.

· The Rushford Fire Department has sent assistance to neighboring communities who have been impacted by the recent flooding.

Motion by Benson seconded by Johnson that the meeting be adjourned at 9:20 p.m.  Upon roll call all voted aye.
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