REGULAR CITY COUNCIL MEETING

MINUTES OF NOVEMBER 24, 2008
Members Present:  Mayor Ladewig, Council members Johnson, Benson, Dahl, Deering
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 a letter from Dream Team Ministries, a letter from AFSCME Local 1944 and deleting section 7D Change Order. Upon roll call all voted aye. 
Motion by Benson seconded by Dahl to approve the minutes of the November 10, 2008, council meeting as presented with one typo correction.  Upon roll call all voted aye.

The Mayor asked at this time if there were any audience members wishing to be heard.  Tom Gaskin addressed the council about a property issue on Second Street.  Administrator Block noted that staff is gathering information on the properties in question, will keep him informed and if appropriate, bring to the council for review.
The following communications were received:
· Notification from Lamar Advertising Company regarding the termination of a sign land lease site and the removal of the sign effective 12/31/08.
· Letter from Paul Erickson regarding dissatisfaction with the charges for water billed and the quality of the water.  It was noted that with the water treatment plant coming on line, quality of water should be improved.

· Invitation to a Workforce & Legislative Forum 12/9/08 in Rochester, hosted by Workforce Development, Inc.

· Letter from Mike Snitker, Dream Team Ministries, regarding the use of the $5,000.00 Menard’s gift cards for renovation of a flood damaged home.

Motion by Benson seconded by Johnson to approve the consent agenda consisting of the following items:

· Approve list of bills paid through 11/21/08.
· Approve authorizing the execution of the Project Cooperation Agreement between USACE and the City for Rehabilitation of Flood Control Works.

· Approve recommendation of Mayor Ladewig to appoint Eric Arneson to fill the unexpired term of Paul Engrav on the EDA, with term set to expire May 2010.

Upon roll call all voted aye.

Tom Wente and Mark Paczosa of Smith Schafer & Associates discussed with the Council the request made to the Internal Revenue Service for a private letter ruling regarding the Business Flood Recovery Loan Program and the tax implications and requirements for recipients as well as reporting requirements for the City.  Following a pre-conference with IRS officials, the IRS declined to make a ruling based on the fact that the IRS will no longer issue rulings regarding government grants.  The required fee accompanying the request will be returned to the City.  A revenue ruling does exist for situations where there is no expectation to pay back funds if the recipient meets certain expectations (a grant), but the Rushford situation is a bit different in that a certain portion is expected to be paid back and principal payments are then refunded.  Different tax implications also exist for recipients who owned the property at the time of the flood vs. property that was acquired by the borrower after the flood.  In the first case, the recipient may use Section 1033, involuntary conversion, and exclude from taxable income/reduce basis in improved property for the forgivable loan portion. In the second case, the recipient must include taxable income and may record and depreciate full basis in new property for the forgivable loan portion.  The low interest loan portion of each of these is not taxable when received, but the refunded principal payment is taxable income.  Category 1A and Category 2 Loans are considered loans and the amount is not taxable when received with the recipient business able to depreciate full basis in new property.  Any amount considered forgiven would be taxable income.  Reporting requirements by the City for Category 1 loans will include issuing 1099’s in the year funds are disbursed for the forgivable loans; issuing 1099’s for the year principal payments are refunded and for Category 1A and 2 loans, issuing 1099’s in the year any loans are forgiven.  Attorney Springer concurred with the recommendation of Smith Schafer for reporting requirements of both the recipients and the City.  It was noted that when 1099’s are issued to loan recipients a letter will accompany the form to explain the information presented, but not to provide tax advice.  Each recipient will need to consult with their own tax professional for advice on their individual case.  Motion by Deering seconded by Dahl to accept the recommendation of Smith Shafer & Assoc. regarding the tax treatment for the Business Flood Recovery Loan recipients and for the City.  Upon roll call all voted aye.
Joel West, of Yaggy Colby Associates, presented the recent amendments to the Comprehensive Plan as recommended by the Planning Commission.  A public hearing was held 11/18/08 receiving input from the public and EDA representatives.  Sections to be updated and/or amended included the following areas:
· Demographics – including population projections and analysis

· Land Use – ties to updating the map and meeting EDA development plans

· Parks & Recreation – sufficient open space exists with means in place to insure new developments also provide green space or fees in lieu of same

· Housing – using the Maxfield Research market analysis  updated the plan  to tie to demographics and the loss of approximately 20 homes from the ’07 flood event to provide for appropriate types of housing throughout the City
· Economic Implementation – updated the need for an appropriate split between residential and commercial and industrial land use designation to insure appropriate space available for commercial and industrial development and job growth
· Future Land Use Map – updated to indicate intended use of land for future development, including designation of the Himlie land as a combination of commercial and residential use, with appropriate zoning changes to be implemented later

Implementation of the comprehensive plan changes include the following recommendations:

· Review long term financing options

· Review of methods to finance low to moderate housing needs

· Review of joint jurisdictions regarding development of the watershed district

· Update of the sign ordinance to meet state requirements

· Update of language regarding group homes, earth homes, etc. as per state statutes

· Consideration of cash in lieu of land dedication for development projects

· Continuation and implementation of flood plain update/shore land update, which the DNR is currently reviewing

· Possible future implementation of a rental inspection/registration program for existing rental housing
· A complete new Comprehensive Plan book will be compiled to include new maps, larger display maps and a CD for ease of information retrieval

After review and discussion of the above areas, there was a Motion by Benson seconded by Deering to adopt the Comprehensive Plan updates as recommended by the Planning Commission, noting the hard work and time spent by the Planning Commission in completing this project.  Upon roll call all voted aye.

David Schroeder, CEO of Ace Communications addressed the Council to express their thanks for the support and generosities extended by the elected officials and employees during the flood, which allowed them to restore services to customers more quickly.  The Mayor and Council stated they also appreciated the hard work of all Ace employees in restoring services to the community.
At the 11/18/08 EDA meeting, several items were discussed and the following recommendations received:
· Approve amending the Connaughty Industries business plan to include the purchase of a building, renovation of the building to be used for manufacturing and assembly and purchase of equipment.  Motion by Dahl seconded by Johnson to accept the expansion project as detailed.  Upon roll call the following voted aye:  Dahl, Johnson, Benson, Ladewig.  Voting No:  Deering.  Motion carried.
· Approve amending the Marlene & Lester Bellock business plan to include use of flood loan funds for roof repair.  A report was submitted by CMS indicating the foundation is settling and mortar between the foundation stones has washed out, causing the upstairs and roof to settle.  Motion by Dahl seconded by Deering to accept the EDA recommendation that staff work with the borrower to determine portions of the roof project that are structural.  Upon roll call all voted aye.

· Approve amending an Administrative Policy Change to create a formula to calculate the granting of credit for the borrower’s equity investment in real property as partial or full credit towards the requirement under a Category 1-A or Category 2 loan.  This calculation would be on a case-by-case basis as the intent is not to have any loan recipient unduly enrich themselves.  Allowing equity in property will allow some loan recipients to continue to move forward to get their properties stabilized and renovated.  The formula will take into account any Category 1 loans associated with the project and net that amount against the required equity investment.  Attorney Springer noted this method will have the same end result in requiring assets from the borrower be in place and the City already has security in a mortgage on the property and files UCC on equipment.  Motion by Johnson seconded by Dahl to accept the recommendation of the EDA for the Administrative Policy Change, noting this does not rise to the level of requiring DEED approval.  Upon roll call all voted aye.
· Approve the recommendation that the City pay 50% (up to $328.00) of the cost for upgrading the library basement electric service.  RINTek has begun their remodeling and the electric system is inadequate.  Motion by Benson seconded by Dahl to approve the recommendation on the electrical upgrade.  Upon roll call all voted aye.

Motion by Deering seconded by Benson to accept the recommendation of BDM Engineering regarding the bid results for Well and Pump Replacement Well No. 4.  Two qualified bids were received and after evaluation of each, it was recommended to award the project to Thein Well in the amount of $54,800.00.  It was noted FEMA funds had been allocated for this project, and a request for an increase in the approved project amount had been submitted to cover the actual bid price.  Upon roll call all voted aye.

Discussion was continued on consideration of a deer population control program within the City.  A petition was received with several signatures urging action to control the deer population, stating the deer have become a hazard and destructive to property.  It was also noted the Airport Commission had discussed the deer problem along the main runway at the Municipal Airport.  Attorney Springer stated the DNR would have to give permission for any program devised.  Further discussions will be held with the DNR as to options available.

Kathy Zacher, a Creekside Playground Committee member, reported on the recent Design Day activities noting the Leathers Associates designer had met with children all day and presented a preliminary drawing of the new playground structure.  Work will continue on the planning for materials, tools and labor for the build date in May 2009.  Many fund raisers are planned along with a web site designed to update citizens and provide information on ways they can be involved in the playground process.
A letter was received from AFSCME Local 1944 stating that the three bargaining units (Base Unit, Patrol Officer Unit and Police Supervisory Unit) had met and voted to ratify the tentative agreement reached with the City.  Motion by Dahl seconded by Johnson to acknowledge receipt of the notice and authorize signing of bargaining unit contracts to cover 2009-2011 as negotiated.  Upon roll call all voted aye.

Upcoming meeting dates include:  Tree Board 12/01/08, Library Board 12/11/08; Rushford EDA 12/02/08, Airport Commission 12/15/08; Planning Commission 12/16/08; RME 12/17/08.  Airport meeting minutes of September 15, 2008, were provided for Council review.  Planning Commission meeting minutes of October 21, 2008, and Electric Commission meeting minutes of October 15, 2008, were provided for council review.
Administrator Block reported on the following on-going projects:

· The Corps of Engineers levee project repair is underway although slowing down some due weather conditions.
· The levee certification project is underway with bi-weekly conference calls keeping everyone up to date.
· A matrix was provided for Council review and discussion of several on-going projects detailing costs and sources of funding.  

· Block reported on the Coalition of Greater MN Cities conference he attended recently where discussion was held on concerns with the State’s economy, annexation issues and energy goals.  CGMC has a good handle on LGA funding and new initiatives of the State regarding energy goals.  To meet the “green” goals, annexation may be necessary for some entities.  CGMC also urged the Council to keep in touch with elected representatives and meetings will be arranged with Senator Ropes and Representative Davids.
· Attorney Springer noted that court dates are upcoming regarding the condemnation procedures on two properties in the City.  When authorized by the Court, demolition and clean-up of the property will be arranged for.

· A potential partner has had discussions with the owners of River Wood Restaurant regarding its renovation and reopening.

· No response has been received as yet from the MN Dept. of Transportation regarding the proposed new Hardware Store and traffic patterns fronting Hwy 43 and the bike trail.

Information was provided from the League of MN Cities on areas of interest or concern to the City.

At 8:17 p.m. there was a Motion by Benson seconded by Johnson to close the public meeting and enter into a closed session to receive a report and possible recommendations from the subcommittee appointed to conduct labor negotiations with the IBEW bargaining unit.  Upon roll call all voted aye.  At this time arrangements were made to tape record the closed session.
Motion by Dahl seconded by Johnson to reopen the public meeting.  Upon roll call all voted aye.

It was reported the subcommittee had provided information on the negotiations and recommendations for a wage and benefit package.  Motion by Benson seconded by Dahl to accept the proposals as negotiated with the IBEW bargaining unit.  The IBEW unit will be informed and will provide results of their ratification vote to the Council.  Upon roll call all voted aye.

Administrator Block thanked Council members Johnson and Dahl for their work during the negotiation sessions.

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