REGULAR CITY COUNCIL MEETING

MINUTES OF JUNE 11, 2012
Members Present:  Mayor Hallum, Council members Honsey, Dahl, Colbenson
Absent:  Council member Bunke
Following the Pledge of Allegiance, Mayor Hallum called the meeting to order at 5:30 p.m.
Motion by Honsey seconded by Dahl to approve the agenda as presented.  Upon roll call all voted aye.
Motion by Dahl seconded by Colbenson to approve the minutes of May 28, 2012 meeting as presented.  Upon roll call all voted aye. 
The Mayor asked if there were any citizens wishing to be heard with no one wishing to speak at this time.
The following communications were received:
· Notification of Planned Electrical outage starting around Midnight until approximately 5:00 a.m. the morning of Wednesday, June 13, 2012.  The City will be performing maintenance at the City substation.  Public notification has been made via newspaper print, web-site, public access channel and email.  All emergency response agency plans are in place.
· Inspection report received from MN Department of Health indicating a favorable inspection, with no violations, at the Recreation Camping area at the Northend Campground.
· Inspection report received from MN Department of Health indicating a favorable inspection, with no violations at the Rushford Aquatic Center.  All safety, chemical and flow requirements were met.

· Correspondence received from Southern MN Initiative Foundation (SMIF) regarding their economic investment in the area and thanking the City for past and potentially future support.

Motion by Dahl seconded by Honsey to approve the consent agenda consisting of the following:

· Approval of list of bills paid and to be paid along with accompanying fund summary report for period ending 06/11/12.
· Approval of Financial Statement and Investment Report.

· Approval of May Police Dept. revenue and expense report.

· Approval of May Police Dept. activity report.
· Approval of Public Works overtime/banked hours report.
· Approval of Utilities Fund Recap Report.

· Approval of renewal of Agreement with Attorney Terry Chiglo of Chiglo Law Office for a two year term of general attorney services for the City, effective August 1, 2012.
· Approval of renewal of Agreement with Attorney Scott Springer of Springer & Gumbel Law for a two year term of prosecutorial attorney services for the City, effective July 1, 2012.
Upon roll call all voted aye.

The purpose of the early start of this Council meeting was to receive the 2011 Audit Report as presented by Tom Wente, Principal of Smith, Schafer & Associates, Ltd.  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 2011 related to MN legal compliance issues.  The detailed report was reviewed over several hours with the finance committee of Mayor Hallum, Council member Colbenson, 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.  Due to the amount of federal funding received, the City will again need to have a “single audit” conducted at a later date to satisfy federal requirements.  Highlights and comments on specific funds included the following:
General Fund expenses are routine and within budget.

Comparison of different police departments hard to do with so many variables.

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.

Airport Fund has had a lot of capital projects, utilizing state and federal grants.

Library has routine expenses; funds donated for new building project are being returned to individuals who request since the new building project has been cancelled.

Debt Service Funds making all payments in timely manner; one TIF bond left; new GO Improvement Bond issued for 2011 project.  Several notes and bonds will be paid off in next two years.

Revenue Bonds for utility funds require reserve amounts to be set aside.

Liquor Fund operations have closed down; have determined only part of the negative fund balance could be offset by sales of equipment and receipt of FEMA funds due; general fund has to cover the balance that has no means of being paid back.  Still have expenses in Liquor.
Utility funds have considerable funds tied up in “due to/due from” entries.

Utility funds suffered loss of customers and loss of revenue from the flood; needed much infrastructure repair; includes higher depreciation; funds are looking better, but need to continue to keep rates at appropriate levels to keep up with debt and operations expenses.
General Fund reserves severely depleted this year to cover other funds.  First priority when funds make money and when receive FEMA fund payback will be to repay and rebuild the General Fund balance.  Balance is only 11% at year end; City policy calls for higher amount.

Capital Projects Fund balance also lowered to cover flood recovery expenses and other projects; need to pay back and replenish that fund balance as well.

No FEMA funds received in fiscal year 2011; but significant amount received now in 2012 which will have to repay funds.

EDA Flood Recovery Fund very detailed and unusual for small City to manage; implemented new loan/accounts receivable package to track loans and provide information for loan recipients.  Auditors very happy with set up, tracking and tie-back to accounting system.
EDA Revolving Loan Fund has potential to have considerable funds for future use.

Given variety of funds, variety of activities and flood related activities, City has a complicated set of records to maintain and retain.

Following several general questions by the Council, and thanking Wente for his presentation and explanations, there was a Motion by Honsey seconded by Dahl to accept and adopt the 2011 audit report as presented.  Upon roll call all voted aye.

Mayor Hallum called for a short recess at this time.

Following the recess, Mayor Hallum, stated he would open the public comment section of the meeting to accommodate visitors who had not realized the meeting was starting earlier than normal and who wished to address the Council.  Brian VanGorp, who lives 3 miles east of town on Highway 16, addressed the Council regarding the proposed sand mining project about to begin across from Ferndale Country Club in Houston County.  He stated concerns regarding increased truck traffic, potential road breakdown, potential problems with the water table and potential decreased home values.  He stated he would like to see the ramifications of the sand mining operations explored before the project begins.  Donna Buckbee represented a concerned group of citizens asking for monitoring and study of the issue; stating this is a regional issue and may affect air quality, noise, safety on roadways, ground water, property values and negatively affect the tourism industry of the area.
Tom Nigon of Star Engineering was present to discuss the proposed electric rate increase scheduled for a public hearing at the June 25th council meeting.  Nigon will not be available for that hearing, but wished to review the rate recommendation and answer any council questions at this time.  Nigon summarized the need for the rate increase to provide a net income that would cover work plan improvements and the budgeted transfer to the general fund.  The revised rates are also necessary to incorporate a higher summer energy rate for June-August to recover the higher wholesale costs of power that will be charged to the City during those months.  If adopted, the increase should be put into effect for June 2012 to correspond with the City’s wholesale rate increase and to start to build funds for future capital projects needs.  Different types of service will have different percentage increases, with the over-all increase being approximately 7.2%.  The Rushford Municipal Electric Commission recommends this rate increase to reflect the actual cost and also to encourage people to conserve and cut back during those peak demand periods.  Cutting any peak this season will be reflected in next year’s rates to the City. Council member Colbenson questioned the increase for the interruptible heat rate, being higher than other rates. Nigon explained Dairyland Power was rurally based in past years, but now as part of a Midwest system has changed to include urban users now which has changed the peak timelines.   Nigon also explained Dairyland Power is also dealing with upcoming environmental control issues and integrating renewable energy sources, which may cause future price increases.  In a comparison with other utility systems and other communities, these rates are within range and compared to inflationary increases since the past increase over two years ago, these rates were also within range.  
Discussion was held regarding a recommendation from the Airport Commission to contract for the removal of gophers and other wildlife, specifically badgers, at the Rushford Municipal Airport.    A quote has been received from Reliable Pest Management and staff is attempting to acquire quotes from other sources.  It was the consensus of the Council that staff will take care of the matter and retain the services necessary to address the situation.

Discussing on-going projects it was reported that the Pine Meadows Lane entrance will be closed temporarily for repair and blacktop work; the sidewalk has been poured and the levee height set on the new levee area along Highway 43; the bike trail project site prep work has been started; signage for the bike trail is in progress (funded by last years SHIP grant).

Library Board members and Val Shute of Rivers Architect presented options and project costs estimates for the library building project.  Shute’s presentation included two scenarios: 1. A version to provide barrier-free accessibility on a single level, but which would not hold the entire collection and would not provide any space for seating or programming; the library would be basically a repository for books, approximate cost $600,000.00  2.  A version to provide barrier-free accessibility on two levels, with an elevator, one bathroom on each floor, study rooms, quiet spots, multi-purpose area and would provide room for 5% over the current collection, approximately cost $810,000.00.  Discussion was held on getting rid of books and the fact that this library annual weeds the collection more for necessity of space needs than lack of use.  It was also noted that the agreement for participation in the SELCO system does not substitute for a library having their own collection and the SELCO resources are not be used for collection enhancement or development.    Partially because of participation in the system, space must also be allocated to accommodate the materials going in and out.  Both plans would include moving the front of the building to the west side; yet still keep the building’s historic look. These plans do not take into account the cost of dealing with the possibility of hazardous materials or unknown situations during the remodeling process.  These plans do not take into account the cost of moving the library out of the Tew building into a temporary space while the building is gutted and remodeled.  Time frame for a one story project would be approximately 4 ½ months and for the two story option at least 6 months. Schute felt the two story option was a logical remodel that would provide for a working library, although it does not allow for any growth.  Schute noted that there is no “fat” in his estimated costs and that he has seen low, competitive costs come in on construction projects.  Council member Honsey asked for the library board’s opinion.  Chair Jim O’Donnell stated that of these two options the board preferred the two story option, stating it provides room for the existing collection and the design makes sense for flow of patrons and activity.  Director Hart noted that no checkouts of materials would occur on the bottom floor, safeguards would be in place for people exiting from the basement and possibly they could utilize AmeriCorps workers to assist with staffing needs for a two story operation.  Council member Honsey stated he was happy to see these two options and would like to continue to move forward; Mayor Hallum stated he was pleased with these plans and happy with the cost estimates.  A staff report was reviewed asking for council direction to authorize an application for funding to the USDA for this project and the liquor store remodeling project.  The original library loan and grant offer from the USDA has been de-obligated and returned to the federal government.  A new application would need to be completed for both projects; the new loan would also be for a 40 year term, but interest rate is lower now at 3.375%. Council member Colbenson wanted to wait until Council member Bunke was at a meeting to make a decision.  Motion by Colbenson seconded by Dahl to wait until Bunke returns and take action on this issue at the next council meeting.  Upon roll call the following voted aye:  Colbenson, Dahl, Honsey.  Voting no:  Hallum.  Motion carried.
Motion by Honsey seconded by Colbenson that the meeting be adjourned at approximately 8:05 p.m.  Upon roll call all voted aye.

June 11, 2012 meeting minutes 

Submitted by:  Kathy Zacher, City Clerk/Treas.
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