REGULAR CITY COUNCIL MEETING

MINUTES OF FEBRUARY 25, 2008
Members Present:  Mayor Ladewig, Council members Johnson, Benson, Dahl, Deering
Motion by Johnson seconded by Benson that the agenda be approved as previously presented with the addition of discussion on the Shawn Mrozek property and the recent transportation vote in the legislature.  Motion carried unanimously.

Motion by Deering seconded by Johnson to approve the January 28, 2008 meeting minutes with the clarification that Hypersonic had reached an additional investment amount of $300,000.00 towards their project.  Upon roll call all voted aye.

Motion by Benson seconded by Deering to approve the February 11, 2008 meeting minutes as presented.  Upon roll call all voted aye.

Motion by Johnson seconded by Dahl to approve the February 20, 2008, meeting minutes as presented.  Upon roll call all voted aye.

At this time Mayor Ladewig asked if any audience members wished to address the council.    Mark Schwanbeck, manager of Farmer’s Co-op Elevator wished to address their flood recovery loan application and asked for the $950,000.00 amount (an additional Category 1 loan at 0% interest) be removed from consideration.  He stated the Elevator would be submitting losses in the second round of funding estimated to be worth 2.5 million.  
The following notifications were received:

· A news release was received from Semcac noting they would be returning to their main office in Rushford on 2/29/08.

· Invitation to an open house at the new Minnesota Environmental Partnership (MEP) field office and learn about their work being done to protect and restore Minnesota’s Great Outdoors.

· Notification from Mediacom of changes in channels/programming in the Rushford area.

· Notification of the passage of the Comprehensive Transportation Bill where the House and Senate overload the Governor’s veto.  The bill is designed to phase in a gas tax increase and along with other fee increases will provide better funding for roads and bridges in greater Minnesota.  County Commissioner, Randy Dahl, explained the new gas tax funds will be distributed using a different formula while the existing tax will retain the existing formula for disbursement.
Shawn Mrozek, owner of the Bakery Building discussed her plans to repair the building, build an addition on the back and operate a new bar & grill business.  She noted there was a discrepancy at the County and she has been paying taxes on the vacant area behind the Bakery for approximately 11 years although ownership is still tied up with the City/Winona Health/Rushford Clinic land lese issue.  Mrozek is waiting for the lease issue to be cleared up and when that is completed, requested that the land (approximately 25’x25’) be transferred to her for a nominal fee as she has been paying taxes all these years and needs the space for her new business venture. 
Motion by Dahl seconded by Benson to approve the consent agenda consisting of a listing of bills paid to date.  Upon roll call all voted aye.

Discussion was held on Resolution 08-025 Resolution Accepting the Nine Tools of Civility, a memo reviewed from the League of MN Cities regarding disruptive or threatening behavior at public meetings and a format for meeting etiquette for the appearance of interested citizens.  Mayor Ladewig noted that extra copies of the etiquette format for citizens were available at the back table.  Motion by Johnson seconded by Dahl to wholeheartedly endorse these policies and Resolution 2008-025.  Upon roll call all voted aye.
Motion by Johnson seconded by Dahl to approve Resolution 2008-015 Amended for Pam’s Corner Convenience Store business recovery loan.  After subsequent review by the EDA, an additional $21,650.00 was recommended to be added to the original loan for a total loan of $69,474.00 subject to cost and expense verification and approval.  Upon roll call all voted aye.
Motion by Deering seconded by Dahl to approve Resolution 2008-026 to approve the flood recovery loan application for Ross Himlie Photography in an amount not to exceed $14,554.00, subject to cost and expense verification and approval.  Upon roll call all voted aye.

Motion by Benson seconded by Johnson to approve Resolution 2008-027 to approve the flood recovery loan application for Kitchens Ent/The Creamery in an amount not to exceed $259,514.00 subject to cost and expense verification and approval and a Category 1-A loan in an amount not to exceed $59,979.00 subject to cost and expense verification and approval and subject to a borrower’s injection of $39,986.00.  Upon roll call all voted aye.

Discussion was held on the Farmer’s Elevator flood recovery loan application.  The Loan Review Committee and EDA had recommended approval of $750,000.00 and because there were larger losses by this larger employee, an additional $950,000.00 was recommended as a 0% repayable loan in lieu of their SBA loan.  As noted earlier the Farmer’s Elevator had wished to have the $950,000.00 withdrawn for consideration, stating approximately $2.5 million in damages. Administrator Block noted it was important to get businesses into the system with funds allocated to them as the loan policy does allow for the review and reclassification of terms such as interest, payback, forgivable amount, etc. at a later date.  Discussion was held on the tally sheet indicating approved loans and pending loans and the potential remaining balance of funds.  This document was created using information already before the loan review committee or from surveys submitted by businesses. It was noted Farmer’s Co-op Elevator would prefer their entire loan amount be a forgivable loan.  Motion by Benson seconded by Deering to approve the flood recovery loan application for Farmer’s Co-op Elevator in an amount not to exceed $750,000.00, subject to cost and expense verification and approval and to accept their request to withdraw the $950,000.00.  Upon roll call all voted aye.

Motion by Deering seconded by Dahl to approve Resolution 2008-029 to approve the flood recovery loan application of Paul Engrav/Norsquare Mall in an amount not to exceed $62,158.00, subject to cost and expense verification and approval.  It was noted the EDA did have some concerns regarding the method on how to divide costs/make reimbursements on the Norsquare Mall if there are several parts to a larger project.  Upon roll call all voted aye.

Motion by Benson seconded by Johnson to approve Resolution 2008-030 to approve the flood recovery loan application of Janel Bohanon for a Category 1-A loan for a salon expansion in an amount not to exceed $5,752.00, subject to cost and expense verification and approval and subject to borrower’s equity injection of $3,834.00.  Upon roll call all voted aye.
Attorney Scott Springer appeared as a conflict attorney on behalf of Attorney Chiglo and discussed the flood recovery loan policies and guidelines.  Springer noted primary consideration for funding was to be given to businesses directly impacted by the flood and all businesses were made aware of the funding and no one was denied access, thus meeting the primary consideration language.  DEED had reviewed and approved the policies and guidelines and made recommendations, such as state review of Category 2 loans, which the EDA and City adopted.  State review of Category 2 loans may have revealed other sources of potential funding through other State programs or alternative sources of funding.  The existing policy does not prioritize the categories or types of loans or indicate levels of loans in specific categories.  Springer also noted that the City has no obligation to fully fund any applicant and that DEED has given leeway to the City to provide for the needs of the community.  Council member Deering stated priority should go to existing businesses that incurred flood damages.  Springer noted that changing the policy at this time would present some due process issues and possibly hardship for those who have already applied.  Prioritization could be done but would need to have DEED approval and would have to be effective from this date on.  Dustin Cross, Attorney for Farmer’s Co-op Elevator stated concern regarding the limited amount of funding available.  Council member Benson noted the existing policy was agreed upon by the EDA, City and DEED and the loan committee and EDA have done their due diligence, following the policy.  Mayor Ladewig noted he had received a call from Representative Erickson-Ropes who stated the funding package had extra funds allocated and possible other funds could be tapped into later.  Mike Burns, Mike Messenger and Ken Connaughty discussed their proposed manufacturing facility with the plan to purchase land, build a new building and purchase equipment.  Their loan request is for an interesting bearing, fully repayable loan.  Ken Connaughty noted their intentions are not to take funds from other businesses, rather to invest in the community and provide a variety of jobs.  Connaughty noted they need space and workers to meet and continue to meet the needs of the work they have lined up.  Discussion was held on the proposed loan application for Connaughty Industries and the thirteen additional requirements to be met for this Category 2 loan.  Motion by Benson seconded by Dahl to approve Resolution 2008-032 approving the Category 2 loan to Connaughty Industries in an amount not to exceed $500,000.00 at 1.5% interest, subject to the satisfaction of all Flood Loan Policy requirements and verifications and further subject to the additional thirteen requirements listed.  Upon roll call the following members voted aye:  Benson, Johnson, Dahl, Ladewig.  Voting no:  Deering.  Motion carried.
Motion by Dahl seconded by Benson to approve Resolution 2008-033 approving the Category 2 loan to Rushford Hypersonic, LLC in an amount not to exceed $500,000.00 at 2.5% interest, subject to the satisfaction of all Flood Loan Policy requirements and verifications and further subject to the additional fourteen requirements listed.  Upon roll call the following members voted aye:  Benson, Johnson, Dahl, Ladewig.  Voting no:  Deering.  Motion carried.
Two bids were accepted on 2/22/08, as per advertised notice, for the sale of the 1995 Ambulance. Motion by Johnson seconded by Dahl to accept the high bid of $1,278.10 from Milford Paulson to purchase the ’95 ambulance.  Upon roll call all voted aye.

Discussion was held on the possibility of amending the flood loan policy from this point forward.  Motion by Deering seconded by Johnson that the amendment would be to prioritize prospective applications for funds to be disbursed to first and fully fund Category 1 loans, second Category 1-A, and third Category 2 and to have Attorney Springer draft a policy amendment to this effect.  Discussion was then held regarding the recent EDA request for a joint meeting with the Council to discuss unique situations that have arisen in the loan review process; some of which have Category 1-A loans tied to Category 1 loans.  The Category 1-A loans represent significant and needed redevelopment projects.  The issue of how to assist rental units is also not yet resolved and both of these categories could be impacted by a change in policy now.  It was suggested that since no new loans will be processed before March 3rd (the requested date for the joint meeting with the EDA) and to have the EDA fully informed and involved in the planning process, the amendment to prioritize should wait until after that joint meeting.  Council member Deering at this time withdrew her motion and Council member Johnson withdrew his second.  No action was taken.
Discussion was held on the Minnesota Public Facilities Authority Grant Agreement, appropriating a $221,000.00 grant to assist with rehabilitation and replacement of publicly owned infrastructure for costs incurred from the August flood event.  The grant will cover sealing well #1 and provide additional funds for the water treatment plant improvement.  Motion by Johnson seconded by Dahl to approve Resolution 2008-031 and approve the grant agreement with the MN PFA for grant funds totaling $221,000.00.  Upon roll call all voted aye.

Discussion was held on the proposed professional services agreement with Clawson Development Services for monitoring and compliance services for the flood recovery loan program.  Tim Clawson reviewed his credentials and experience and discussed the proposed scope of work which would include:  review and examination of project files, random on-site compliance inspections, discuss monitoring and compliance issues with DEED, establish short term and long term compliance guidelines, identify potential problems and recommend solutions.  It was noted this third party review would help insure compliance with all State audit and accountability standards and insure funds are spent appropriately.  Clawson would work in coordination with Chuck Pettipiece and the other case managers  and perform enough audits of projects to insure the State the City has provided due diligence on the monitoring of the loan program.  It was also noted Clawson’s fee for this service would be covered under the administrative portion of the flood funds, which are separate from the recovery funds.  Motion by Johnson seconded by Dahl to approve entering into a contract with Clawson Development Services for the monitoring and compliance of the flood recovery loan fund program.  Upon roll call all voted aye.
Motion by Benson seconded by Johnson to set March 3, 2008, at 6 p.m. at City Hall as a special joint meeting with the EDA to consider unique issues being encountered by the Flood Recovery Loan Program that may require additional policy guidelines.  Council member Deering noted she would not be able to attend this meeting, but would provide her comments in writing for that meeting.  Upon roll call all voted aye.

Other upcoming meetings include: Library Board 3/3/08, Rushford EDA 3/4/08, Airport Commission 3/17/08, Planning Commission 3/18/08, and RME 3/19/08.  Minutes were also provided for review from the Library Board meeting of December 11, 2008, indicating continued planning for the new library facility and needs assessment study.
Information was provided for Council review from the League of MN Cities and Coalition of Greater MN Cities regarding upcoming legislative issues of interest or concern to the City.

Robert Dahl provided a report on the RADAR meeting he recently attended; noting Habitat for Humanity activity, Church of the Brethren contractors will be assisting homeowners repair their structures, funds continue to come into RADAR from a variety of sources, case managers continue to deal on a case by case basis to handle the unmet needs of residents.

Discussion was held regarding Council member Deering’s request to investigate the process to increase the council size to seven members, feeling more input would provide better coverage of citizen concerns and needs.  It was noted the Charter Commission had covered this issue in their discussions, but has not met lately to finalize their recommendations.  The Charter Commission will be asked to meet to review this issue.  Some discussion was held regarding receiving council agenda packet information earlier, as well as the possibility of holding council work sessions prior to official meetings.  More research and information will be provided to council on these issues.
Administrator Block provided brief updates on the following items of interest:
· Airport layout plan is nearly complete.
· Planning Commission has been working with Yaggy Colby Associates on updating the City’s comprehensive plan.  A Weblog has been set up to inform the public on the planning process and seek comments on the comprehensive plan. Community members are encouraged to be a part of the planning process.

· The EDA will soon be considering two potential land sales in the Rush Creek Business Park; Connaughty Industries and Greg Norstad.  Norstad is also still reviewing options for development of his business in the downtown area.

· The environmental inspection processes have begun for city properties that are slated for development and/or demolition.

· The Corps of Engineers has cleaned out some of the debris and completed some of their survey work of the levee system; noting the channel has gone down since the system was first constructed.
· Norman’s Electric service has been awarded the contract with the Corps of Engineers for the restoration of the dike lift stations.

· The hydrology study is still in process and it will be approximately four weeks before the report which will indicate recommendations for the height of the levee system and will address the railroad bridge, which they state had no impact on the flood.

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