REGULAR CITY COUNCIL MEETING

MINUTES OF MAY 11, 2015
Members Present:  Mayor Hallum, Council members Dahl, Honsey, Bunke, Colbenson

Following the Pledge of Allegiance, Mayor Hallum called the meeting to order at 6:30 p.m.
Motion by Honsey seconded by Colbenson to approve the agenda as presented with the addition of an update on the wetland’s delineation for the proposed canoe launch area and the consideration of a supplemental agreement with MDOT on the Highway 43/Mill Street project. Upon roll call all voted aye.
Motion by Bunke seconded Colbenson to approve the April 27, 2015 meeting minutes as presented.   Upon roll call all voted aye, with Honsey abstaining as he was absent.  Motion carried.
The Mayor asked if there were any citizens wishing to be heard with no one present wishing to speak at this time.
Tom Wente, Principal of Smith, Schafer & Associates, Ltd. presented the 2014  Audit Report.  The financial statement was presented with a description of governmental activities, business-type activities, each major fund and the aggregate remaining fund information; providing a clean opinion on the audit.  There were no exceptions noted for 2014 related to MN legal compliance issues.  The detailed report was reviewed earlier over several hours with Mayor Hallum, Administrator Sarvi and City Clerk/Treasurer Zacher.  The Management Discussion and Analysis portion of the report was prepared by City staff as a narrative overview and analysis and description of the financial activities for the past year.  Because of the increased amount of federal funding received in 2014, the City will need to have a “single audit” conducted.  Highlights and comments on specific funds included the following:

· Staff completed more schedules in preparation of audit; more efficiencies in place; improved internal controls so less testing required
· General Fund expenses are routine and below budget; General Fund balance has increased to 35% which is closer to the State Auditor’s recommended amount

· Local Government Aid increased in 2014 and we will see only a slight increase in 2015; City tax levy remained unchanged; property taxes account for 56% of revenue with LGA at 44%
· Fire and Fire Mill Rate Funds are solid with plenty of reserves for future purchases; Relief Association is separate defined contribution fund with their own audit and no obligation of City
· Ambulance Fund is solid, building reserves for future capital purchased; down payment was made in 2014 on new vehicle with balance to be paid in 2015
· Airport Fund has had a lot of capital projects, utilizing state and federal grants; revenues have increased from state grants and hangar rentals
· Library has routine expenses; restricted donations have decreased as funds donated for new building project are being returned to individuals who request that
· Debt Service Funds making all payments in timely manner; several notes, bonds were paid off and others have only a few years left; new debt will be coming on for Hwy 43 project; since 2007 flood a lot has been accomplished and many improvements made; many improvements accomplished with grant funding as well
· Revenue Bonds for utility funds require reserve amounts to be set aside
· Liquor Fund has negative fund balance that general fund has to cover as no other source of revenue; although still have expenses for the building.  Asset of the liquor building will eventually have to cover the negative balance
· Utility funds have improved considerably since the flood years and have been able to cover some of the “due to/due from” entries.  Funds can cover their operations and debt, but need to continue to keep rates at appropriate levels to keep up; both sewer and water rates were increased in 2015
· Sewer Fund condition is improving, but unless we have a huge rate increase, will never be able to repay all the interfund borrowing in that fund; need to consider designating some as transfers

· Capital Projects Fund balance increased by the repayment of Highway 43 project costs and by the finalization of FEMA project funding 

· FEMA project costs for all departments have been finalized and allocated in 2014

· Community Center Fund balance negative with ongoing costs and no revenue stream
· EDA Fund decreased with settlement on the community center/motel lawsuit

· EDA Flood Recovery Fund very detailed and unusual for small City to manage;  Auditors happy with software set up, tracking and tie-back to accounting system for flood loans  
· EDA Revolving Loan Fund receives transfer of business flood loans paid every year; RLF has loaned out $1,338,078.00
· Given variety of funds, variety of activities, flood related activities, and capital improvement projects, City has a complicated set of records to maintain and retain.
Discussion was held on the language of “due to/due from” which is basically short term borrowing that will be cleared up easily; “advances to funds” which is movement of funds that will take longer to pay back.  Now that the FEMA receivables are complete, it is clear that the sewer revenue will be insufficient to pay back these interfund borrowings without a large increase in rates.  The funds were originally borrowed several years back from the General Fund and Electric Fund, both of which can absorb that amount now and which will help clean up the financial reporting.  Motion by Colbenson seconded by Bunke to authorize a transfer of funds from the General Fund for $200,000.00 to the Sewer Fund and from the Electric Fund for $300,000.00 to the Sewer Fund.  Upon roll call all voted aye.

The Council thanked Wente for his presentation and there was a Motion by Honsey seconded by Dahl  to accept and adopt the 2014 audit/financial report as presented.  Upon roll call all voted aye.

The following notifications were received:

· Notification from Mediacom regarding rate changes for some services effective June 1st
· Notification from Mediacom regarding the launching of Xtream, a platform which combines TiVo with Internet and advanced cloud based home networking.  Various packages will be available for subscription

· Reminder of Expo Culinaria May 16th 4-8 p.m. downtown Rushford/Free Event
Motion by Dahl seconded by Bunke to approve the consent agenda consisting of the following:
· Approval of Verified Claims and Fund Summary Report for period ending  05/11/15
· Approval of the Financial Statement and Investment Report
· Approval of the Police Dept. Revenue & Expense Report
· Approval of the Police Department Activity Report
· Approval of the PWD Overtime & Banked Hours Report – Bunke noted he appreciates the efforts of public works as their overtime and comp time is being managed well
· Approval of Utilities Fund Recap Report 
· Approval of Task Order 2012-2 with Mead & Hunt for professional services for the Airport Fuel System Replacement Project.  Mead & Hunt were authorized at the March 9th council meeting to begin work on this project.  This document details the scope of services to include design and construction engineering for a total of $37,626.03 with costs to be shared by federal and state grants 95/5/5% city cost.

· Requests for Qualifications for engineering services was advertised, posted and mailed out to various engineering firms, with a submittal deadline date of 5/21/15

Upon roll call all voted aye. 
Charla Miertschin, Airport Chair, attended the meeting discussing the request of Paul Peterson for the use of the airport A/D building for a graduation gathering  on May 24, 2015.  Peterson currently rents hangar space at the airport and is familiar with and knowledgeable on airport operations and the facility.  A certificate of insurance coverage from Peterson’s tenant’s liability insurance policy or homeowner’s insurance policy should be provide to hold the city harmless from claims or losses that may arise during use of the facilities.  Miertschin discussed this request as being a one-time approval and that the Airport Commission would develop a policy for the future use of the airport facilities that are not directly linked to airport use/operations.  Miertschin noted they are always looking for ways to increase the public awareness and use of the airport facility and that when a policy is developed, they would return to the Council with their recommendations.   Motion by Dahl seconded by Honsey to grant this one-time request to the Peterson family as stated above.  Upon roll call all voted aye.
Motion by Bunke seconded by Colbenson to approve Resolution 2015-042 Acknowledging with thanks a Donation of $396.00 from the Rushford Peterson Community Chest via SMIF to the Rushford Public Library.  Upon roll call all voted aye.

Motion by Bunke seconded by Dahl to approve the EMS Week Proclamation, recognizing the value and accomplishments of emergency medical services providers:  EMS Dedicated for Life.  The City also thanks the area businesses who support their employees and their efforts to respond to the medical needs of the community.  Certificate of Appreciation will be provided to area employers.  The Rushford  Community Ambulance intends to hold an open house in the fall in conjunction with the Rushford Fire Dept.  Upon roll call all voted aye.

Discussion was held on two Flood Recovery Loan Addendum documents provided for Larry Dahl, Dahl’s Auto Works, Inc. to permit the sale of portions of real property without causing a default in the loan and without triggering any forgivable repayment obligations.  Three parcels of property were included in the original 2007 loan and the Category 1 Repayable Loan has been paid in full. 

The requested action with be with the concurrence of the EDA, which meets on May 13th.  Similar documents have been provided when other flood loan properties changed ownership.  Action is requested on two parcels as follows:
· Parcel 06.033.010  partial release of mortgage and loan addendum to permit the sale to Rushford LLC (David & Lynn Hinz)

· Parcel 06.0096.020 and 06.0703.00 partial release of mortgage and loan addendum to permit the sale to Leigh & Kayla Volkman

Motion by Colbenson seconded by Honsey to approve the two loan addendums as requested and with the assumption the EDA will concur.  Upon roll call all voted aye, with Dahl abstaining from the vote.  Motion carried.

Plans and pricing for the 25th Annual Spring Clean-up Event scheduled for Saturday, May 16th was provided for review.  Statistics were provided for past year’s loads, items, revenues and expenses.  It was noted slightly higher prices will be charged for electronic materials, depending on the size/weight to help cover the costs.  Motion by Bunke seconded by Dahl to approve the plans and pricing for the  Annual Spring Clean-Up Event.  Upon roll call all voted aye.
Administrator Sarvi reported that Fillmore County Soil & Water Conservancy personnel visited the proposed new canoe launch site to the south of the South Highway 43 Bridge to review the wetlands impact.  They recommended the City hire someone to do the delineation of the area;  test the soils and vegetation in case there needs to be designing around the area and/or to determine if a new wetlands area needs to be created elsewhere.  It is also possible to buy “credits” of wetland.  The City will get quotes to see what this study may cost as an original estimate was $2,000.00-$3,000.00.  

Discussion was held regarding a Supplemental Agreement No. 1 with MN Department of Transportation to allow the addition of grading, bituminous paving and ADA improvements to a section of roadway just south of the City’s original Hwy 43/Mill Street project, from the bridge to Highway 16.  This portion of work will be paid with State funds only.  A second section of the agreement calls for the mill and repaving of the driving lanes from Grove Street to Jessie Street to insure this area meets MDOT specifications.  This portion of work will also be paid with State funds only.  Motion by Honsey seconded by Colbenson to approve the Supplemental Agreement No. 1 with MDOT as described above.  Upon roll call all voted aye.
Motion by Honsey seconded by Dahl that the meeting be adjourned at approximately 9:09  p.m.  Upon roll call all voted aye.

May 11, 2015 meeting minutes 

Submitted by:  Kathy Zacher, City Clerk/Treas.
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