REGULAR CITY COUNCIL MEETING

MINUTES OF APRIL 14, 2008

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

Excused:  Council member Benson

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

Motion by Johnson seconded by Dahl to approve the agenda as presented with the addition of discussion on the Winona Health/Rushford Clinic issue and a report from the legislative auditor.  Upon roll call all voted aye.

Motion by Johnson seconded by Deering to approve the 3/24/08 regular meeting minutes as presented with the clarification to read  to change the words “IF” to lower case “if” in Attorney Springer’s explanation of the business flood recovery loan funding on page 2.  Attorney Springer had also stated there would be no guarantee that business recovery funds turned back to the State general fund would ever come back to Rushford through any other program.  Council member Deering wished to clarify that given the flexibility of the legislative act, it also doesn’t mean the funds wouldn’t come back to Rushford. Upon roll call all voted aye

The Mayor asked at this time if there were any audience members wishing to be heard, with the following persons appearing before the Council:

· Rodney Allen and Greg Reich of Riverside Electronics, JMW and RiverBend  reported on their business realignment and increasing employee base and profitability; continued growth and commitment to the City; support of Rushford Clinic remaining in their JMW building as long as they needed to; desire to purchase land adjoining their RiverBend property for future growth and expansion; expressed their appreciation for the City’s assistance in their businesses growth and expansion and expressed their support for Administrator Block’s assistance in helping them relocate their assets and employees to this community.
The following communications were reviewed:

· Letter from Larry Mierau regarding flood relief funding and related, pending House and Senate legislation.

· Notification from Mediacom detailing channel changes to the digital tier and HD channel offerings.

· Notification from Ace Communications Group regarding channel changes.

· Latest spreadsheet reflecting the most up-to-date information regarding business flood recovery loan requests.  It was noted funds may appear to be over-committed although some will not need or qualify for the entire amount listed.  It was noted that no payments have been made on Category 1-A loans as none have those have closed yet.
· Council member Benson, absent due to family illness, sent an email message with her thoughts on various agenda items, which was provided to the Council.

Motion by Deering seconded by Johnson to approve the consent agenda as presented which consisted of the following items:

· Approve list of bills paid and to be paid and the accompanying fund summary report.

· Approve the March Police Dept. revenue and expenditure report as presented.

· Approve the March 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.

· Approval of acceptance of letters of resignation from the volunteer committee assignments for Christina Friederichs, EDA (personal concerns); Rich Hall, Municipal Electric (time commitment concerns); Richard Holle, Airport Commission (time commitment concerns); Andy Prinsen, Municipal Electric (moving out of City); and Dennis Prudoehl, Tree Board, (employment time conflicts).

· Approval of Resolution 2008-058 directing the City’s execution of a lease/purchase agreement through Oshkosh Capital for the financing of the Pierce Contender Rescue vehicle at a base cost of $121,498.00.  It was noted this vehicle replaces the rescue vehicle lost in the 2007 flood event.

Upon roll call all voted aye.

Attorney Springer discussed the status of the Winona Health/Rushford Clinic building and lease.  In discussions with Winona Health officials and attorney, Springer has confirmed satisfactory insurance coverage on the building and confirmed their intent to repair the building to a state suitable for sale.  The City will deed the premises to Winona Health with Winona Health deeding back the parking lot and area behind the former bakery building, with the City then transferring ownership of that area to Shawn Mrozek owner of the former bakery building. The parking area located directly behind the building could be reserved for use by the next owner.  It was also confirmed that there will be a restrictive covenant that the former clinic building will not be eligible for Category 1 flood recovery loan funding.  New owners, if qualified, could apply for Category 1-A or Category 2 funds to be considered.  Motion by Deering seconded by Dahl to direct Springer to continue with the paperwork necessary to transfer title to Winona Health, receive title back for the parking areas and in turn provide title to Shawn Mrozek for the area behind her building.  Upon roll call all voted aye.
John Stewart of BDM Consulting Engineering presented updated information regarding the MN Public Facilities Authority (PFA) Drinking Water Revolving Loan Fund Application regarding the water treatment facility.  This facility is required to treat water from Well #4 to bring the radium level to an acceptable standard. Stewart noted that the Well #4 and new Well #5 aquifer are the safest and most abundant aquifer, although it exceeds radium level standards. The loan is designed to be for 20 years at an estimated interest rate of 2.5% and it has been determined by PFA that we do not qualify for a supplemental grant at this time.  A requirement of PFA is a rate schedule sufficient to cover O & M costs as well as the debt service schedule.  The City’s current water rate schedule calls for an annual 5% increase, but improvement projects have been financed from those funds and a more aggressive rate schedule is necessary to meet PFA requirements. It was noted the average monthly water rate in Minnesota is currently $35.00 per month. Some FEMA funds have been requested to cover some of the additional costs of relocating the water treatment plant post flood event.  Motion by Johnson seconded by Deering to adopt Resolution 2008-059, the PFA loan application, and to set a public hearing for 4/28/08 to consider adoption of a minimum schedule of annual increases to the water system base and user rate sufficient to cover PFA requirements.  Upon roll call all voted aye.
The Liquor Store subcommittee of Johnson, Ladewig and Mgr. Jonsgaard met with architect Kevin Timmerman of 5th Avenue Designs to review the plans and specifications for the rebuilding of the Municipal Liquor Store.  It was noted that as per FEMA requirements, the building will be the same size and function although the design has implemented improved facility flow and function and is designed for potential future re-use.  It was noted FEMA funding is capped and reimbursement will be only in the amount actually expended to that capped amount.  Timmerman noted that they anticipate a good bid response with costs between $140.00-$170.00 per square foot, with value engineering to be conducted after bids are reviewed.  Motion by Deering seconded by Dahl to accept the plans and specifications as presented and to advertise locally and in the Rochester and LaCrosse Construction Services Bulletin for bids to be let on April 14, 2008.  Councilmember Deering wished to note also that the municipal store rebuild has been reviewed several times in the past, will provide jobs for the community, revenue generated will help offset taxes for all citizens and the project should move forward.  Upon roll call all voted aye.

Mark Johnson and Scott James appeared before the Council to appeal their business flood recovery loan application under Resolution 2008-005.  On 3/24/08, the Council had amended the loan application figures as recommended by the EDA Loan Review Committee and the EDA.  Johnson and James presented information regarding their proposed plans and financing, noting they will need the original loan amount to make the project work.  It was noted they personally financed the rehabilitation of the Norsland Lefse building and were requesting the funds they would have been eligible for on that project to be transferred to their new building (the former Tri-County Electric building).  After discussion and review of the rehabilitation costs, SBA estimates and contractor estimates there was a Motion by Johnson seconded by Deering to rescind the March 24, 2008 Motion setting forth the Category 1, Category 1-A and Cash infusion amounts.  Upon roll call all voted aye.  
Motion by Johnson seconded by Robert to approve Resolution 2008-005 Amended after Appeals Process, approving the Category 1 loan application for Johnson/James Properties in an amount not to exceed $133,315.00 and a Category 1-A loan not to exceed $120,623.00 subject to cost and expense verification and approval and subject to a borrower’s injection of $80,415.00, this being the original recommendation of the EDA Disaster Recovery Loan Review Committee and the Rushford EDA.  Upon roll call all voted aye.

A letter was received this date from DEED Deputy Commissioner Paul Moe regarding assistance for businesses from the Minnesota Investment Fund.  DEED “…agrees if a business was in Rushford and can demonstrate adverse affects from the flood they should be eligible for assistance.  If businesses were not in existence and cannot demonstrate an adverse impact, it might be ineligible.  If a business is determined not to be eligible, we will work with you and the business to determine if other programs can provide some assistance.”  It was also noted that DEED had met with Rep. Drazkowski, Rep. from District 28B.  Letters were reviewed from James Nobles, Legislative Auditor and an email from Senator Sharon Erickson Ropes.  It was noted that DEED had approved the Rushford Flood Recovery Loan Policies and Guidelines and had given a verbal approval of the Category 2 loan request of Connaughty Industries.  All current and future Category 1-A or Category 2 loans will be reviewed and judged by DEED.
The EDA has made a recommendation to the City to approve the sale of property in Rush Creek Business Park, Lot #4, to Mike Burns, Ken Connaughty and Mike Messenger, owners of Connaughty Industries, Inc. Sale price is anticipated to be $20,000.00 per acre less credit for employment as per the current EDA business subsidy criteria.  Connaughty Industries intend to construct a 20,000 square foot manufacturing building and want to keep moving forward on their plans.  Discussion was held on the status of Category 2 loans and issues that may still need to be resolved at DEED.  Spokespersons for Connaughty Industries noted they are committed to building in the City and the loan will assist their cash flow to enable negotiations on other manufacturing items.  They also stated if the loan is not ultimately approved, they have other options and/or will return to the EDA for review of other potential assistance.  It was also noted certain commitments and targets must be met with the EDA business criteria or terms can change.  Motion by Dahl seconded by Johnson to accept the recommendation of the EDA and enter into a purchase agreement, with financing contingencies, for the sale of land in the Rush Creek Business Park to Connaughty Industries at a price of $20,000.00 per acre minus job credits as per EDA business criteria.  Upon roll call the following voted aye:  Dahl, Johnson, Ladewig.  Voting no:  Deering.  Motion carried.

The EDA had also recommended the sale of Lot #10 in the Rush Creek Business Park to Greg Norstad, dba Rushford Hardware.  It was noted Yaggy Colby Assoc. is completing their market study of the downtown vs. business park area; and Norstad wishes to acquire the land if he decides to locate a new business building in RCBP and assuming he will qualify for a Category 1-A loan.    Terms of sale would be the same as above, $20,000.00 per acre minus job credits.  Motion by Johnson to accept the recommendation of the EDA to approve the sale of Lot #10 in the RCBP to Greg Norstad.  Hearing no second to this motion, the Mayor declared the motion died for lack of a second.
Discussion was held on a small tract of unused city-owned land bordered by Industrial Drive, the DNR Bike Trail and property owned by Taggart Land Company.  Taggart will be construction a new building for his veterinary practice and acquiring this area will enable better positioning of his buildings and animal run areas.  It was noted right-of-way setbacks would still be met.  Motion by Deering seconded by Dahl to approve the sale of City Parcel #06.0108.020 to Taggart Land Company, LLC at a zero dollar net cost to the City.  Upon roll call all voted aye.

Chuck Pettipiece reviewed several new loans that had been processed by the EDA Loan Committee and the EDA and recommended to the City Council.  Members were asked at this time to review the applications submitted for any conflicts of interest.  Mayor Ladewig noted a conflict with the Ladewig Diesel loan application and at this time removed himself as Mayor.  Acting Mayor Larry Johnson then took charge of the Council proceedings.

Motion by Dahl seconded by Deering to approve Resolution 2008-054 to approve  the flood recovery loan application for Ladewig Diesel (building, excluding rental area, and equipment) in an amount not to exceed $33,582.00, subject to cost and expense verification and approval.  Upon roll call Johnson, Dahl and Deering voted aye.  Ladewig abstained.  Motion carried.

At this time Mayor Ladewig returned to the meeting and resumed control from the Acting Mayor.

Motion by Johnson seconded by Dahl to approve Resolution 2008-053 to approve the flood recovery loan application for Witt Real Estate LLC (long term care pharmacy) in an amount not to exceed $55,146.00, subject to cost and expense verification and approval.  Upon roll call all voted aye.  It was noted this building is within the area of the Brownfield grant and if the City purchased the property, there is no flood recovery funding available for either party.  Witt is pursuing this funding as an option for potentially rehabilitating the building if the City does not purchase it.

Motion by Deering seconded by Johnson to approve Resolution 2008-055 to approve the flood recovery loan application for Eric’s Lock & Key (equipment) in an amount not to exceed $14,956.00, subject to cost and expense verification and approval.  Upon roll call all voted

Motion by Johnson seconded by Dahl to approve Resolution 2008-056 to approve the flood recovery loan application for Himlie Construction (building and equipment) in an amount not to exceed $93,082.00, subject to cost and expense verification and approval.  Upon roll call all voted.

Motion by Dahl seconded by Johnson to approve Resolution 2008-057 to approve the flood recovery loan application for Home Street Floral (equipment and inventory) in an amount not to exceed $42,300.00, subject to cost and expense verification and approval.  Upon roll call all voted.  It was noted it was unknown at this time the exact building for relocation of this business.

Discussion was held regarding the flood recovery loan application of Windswept Inn which had been denied by the EDA loan review committee and the EDA.  Discussion was held regarding DEED’s definition of businesses who demonstrated adverse effects from the flood and that those business should be eligible for funding.  The Windswept Inn request was for a Category 1-A loan with borrower’s injection.  Motion by Johnson seconded by Dahl to not support the denial of the loan as a Category 1-A loan would need to be reviewed/approved by DEED as well, and to approve Resolution 2008-060 approving a Category 1-A loan to David Dolalie/Windswept Inn in an amount not to exceed $4,846.00 subject to cost and expense verification and approval and subject to a borrower’s injection of $3,231.00.  Upon roll call the following voted aye:  Johnson, Dahl, Ladewig.  Voting no:  Deering.  Motion carried.
Chuck Pettipiece of Pettipiece & Associates discussed the Business Flood Recovery Loan Program and proposed amendments to the guidelines regarding demolition costs and temporary relocation costs.  The EDA and Council have discussed these issues previously and information was provided to DEED for their input with the following guideline changes recommended:

· Previously established deadlines for evaluation of applications will be removed and the Council may adopt by motion other dates as needed.

· Assistance for demolition and preparation for future commercial activity will be allowed if the owner commits to completing a commercial redevelopment project within two years, activity will take place within the central business district, assessor certification indicating damages beyond 50% will be provided, building inspector certification will be provided to state structure is not habitable, assistance will carry the same terms and deferral provisions as other Category 1 loans.
Motion by Johnson seconded by Deering to approve the guideline changes as listed above.  Upon roll call all voted aye.

Discussion was held on providing parameters to guide the EDA loan review committee while addressing requests for costs associated with moving to a temporary location.  Items of concern include how long to allow temporary costs, what are unusual circumstances, how to address the move out of the old space and into the newly set up space, the move out of the temporary and into the renovated space and costs during occupancy of the temporary space.  The consensus of the Council was to take no action at this time, feeling the need to prioritize recovery loans first and give further thought and consideration as to how to handle temporary relocation costs.

Shawn Mrozek addressed the Council regarding the property behind her building (the former Bakery Building) asking if she could continue with her construction plans as the Winona Health/Rushford Clinic land issues now seemed to be resolved.  Attorney Springer stated no activity could take place on that property until paperwork had been completed between Winona Health and the City to transfer title and then for the City to transfer title to Mrozek.  Motion by Dahl seconded by Johnson to deed title of that portion of the parking lot located directly behind Mrozek’s building to her, at a zero net cost to the City, subject to all other transactions between Winona Health and the City being completed.  Upon roll call all voted aye.

Dan Fox of Rushford Hypersonic introduced two new employees, Mary Mensor, Systems Engineer and Brian Moore, Facility and Maintenance Engineer, and invited the Council to an open house at their facility in the Connaughty Industries building on April 23, 2008.  The open house will highlight the signing of patent contracts with the University of Minnesota and demonstrations and information will be presented. Fox stated that discussions with the automotive industry are also moving forward for the implementation of their product.  Fox and Kevin Klungtvedt of RINTek stated their commitment to continue to pursue funding for Rushford Hypersonic as they feel jobs are important to the recovery of Rushford.  
Discussion was held on the Brownfield Grant and the acquisition of the Bren Partnership properties.  The original grant had included a provision of $75,000.00 for the purchase of those two buildings, with that figure also being the original price asked for and still being agreed upon by Bren Partnership.  The old jail building located in that area is to be taken down and rebuilt on land donated by Wallace Himlie near the Historic Depot.  It was felt demolition of the Dreamin’ Horses building and Bren Properties would best be conducted at the same time.  Motion by Johnson seconded by Dahl to proceed with the purchase of the Bren Properties for $75,000.00 and continue work on the moving and relocating of the old jail building.  Upon roll call the following voted aye: Johnson, Dahl, Ladewig.  Voting no:  Deering.  Motion carried.
Updates were provided on the following on-going projects:

· A recap of the process followed to Request Proposals for the demolition of the liquor store building and Dreamin’ Horses building was reviewed.  Staff provided information on the statutes related to competitive bidding requirements and the process and results of following those guidelines.

· Discussions continue with DEED and the Office of Legislative Auditor regarding the need for the creation of jobs while ensuring the recovery from flood damages for all businesses.  The OLA has indicated it is ultimately DEED’s responsibility to approve and provide input on the local guidelines and policies and help ensure the best economic outcome for the City.

· A preliminary plat design for the Himlie Business Park land was reviewed, noting potential uses to maximize the good highway exposure and potential sales to interested parties.
· The Corps of Engineers is soliciting bids for repairs to the levee system with some areas needing to be raised to the original height and other areas needing rip-rap repair.
· The unofficial study results have stated the levee system will be certifiable to withstand a 100 year flood.  However, current federal law does not allow the Corps of Engineers to provide that certification.  As it is doubtful a private engineering firm would provide such a certification, legislative action may be necessary to change federal law.

· Attorney Springer was thanked for his diligence and work in reaching an agreement with Winona Health on the Rushford Clinic building issues.

· Fillmore County is still providing funding reimbursement for demolition debris removal for homeowners renovating or repairing their properties.  Bills are to be submitted directly to the County for reimbursement under their grant program.

· Several fund raising events related to flood relief are in the works, Lutheran Services continue to coordinate volunteer groups to assist homeowners and a summer activity, “Camp Noah” is being planned for the youth of the area.
· Donated trees will be available for planting this spring and next fall and will be through a coordinated effort of Lions Club volunteers, RADAR and the City.

· Habitat for Humanity is exploring building lot options, noting that the price of property has increased which may also be discouraging some new builders.

· Planning Commission will review the Housing Study and the next step will be to prepare an action plan in coordination with Greater MN Housing to determine types of housing needed and sources of funding available.

· Council was reminded of the Board of Equalization meeting scheduled for 4/21/08 at 6:30 p.m. and reminded that another elected official should take the necessary training required to insure sufficient trained members are available for future equalization hearings.

· 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.

· A thank you and best wishes were extended to Dave Howe as he leaves employment with the City to pursue family farming opportunities.  His eight years of service to the City have been greatly appreciated.

Motion by Dahl seconded by Johnson that the meeting be adjourned.  Upon roll call all voted aye.
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