SPECIAL CITY COUNCIL MEETING

MINUTES OF JUNE 20, 2011
Members Present:  Mayor Hallum, Council members Dahl, Honsey, Roberton
Absent:  Council member Bunke
Following the Pledge of Allegiance, Mayor Hallum called the meeting to order at 6:30 p.m.

Purpose of the special meeting was to receive the 2010 Audit Report.  The date for this special meeting was authorized at a regular council meeting and notification of same was duly posted.

Tom Wente, Principal of Smith, Schafer & Associates, Ltd. presented the 2010 audit of the financial statements of the 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 2010 related to MN legal compliance issues. The detailed report was reviewed over several hours with the finance committee of Mayor Hallum and Council Member Roberton, 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 of the financial activities for the 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.  
Wente noted their report analyses trends within City funds/activities but due to the turbulent years since the 2007 flood, LGA cuts, market value credit reductions and property value adjustments, the trends are more difficult to analyze.  Utility funds in particular have been hit hard since the flood impact of loss of customers and loss of revenues coupled with the need for repairs to the infrastructure.  Rates have been adjusted in all funds, but will need to be effective and will need to be monitored closely.  
Details on specific funds included the following:

General Fund expenses are routine and within budget.

Fire & Mill Rate Funds are solid with plenty of reserves for future purchases; Relief Association is separate defined contribution plans, so City will have no obligations.

Ambulance is solid with the last of the write-offs for uncollectible debt.

Airport has many projects funded through grants.

Library has routine expenses but increases in fund raising activities; report lists actual cash, not pledges.
Flood Recovery Loan Fund – payback of loans is restricted for use in the EDA’s Revolving Fund Loan as per state regulations.  Will be sizeable amount if all paid back.  Have good background and records on loans, but need to explore accounts receivable software system to track payments.

Debt Service funds have one TIF bond left and a new 2009 GO Bond issued for infrastructure upgrades. Several of the enterprise fund debts have reserve amounts required to be set aside.  Much activity in water and sewer fund since the flood; smaller notes payable and a couple bonds will be paid off shortly.

Liquor Fund has seen interruption in sales and never regained; margins have also slipped.
Capital Projects fund has covered the costs expended on the community center.

Enterprise Funds have seen revenue declines and increases in depreciation due to improvements to infrastructure.  Extra-ordinary item listed is writing down amount to be collected from FEMA.  Recent studies and reviews have helped determine a more realistic figure expected to be collected from FEMA at $1.4 million. Delays in receiving FEMA payments have also necessitated interfund loans. Receipt of funds is necessary.

State Auditor recommends fund reserves between 30-50% with the City typically carrying a much higher amount.  This year general fund reserves were reduced to 52% with the due to-due from the sewer fund.  This is not a loss in the general fund, rather a loan between funds.  
Complications from the flood has put strain on City finances; producing more debt and not having reserves as in the past.  Utility rates need to keep up with the debt and new debt will need to be reviewed closely.  

Motion by Roberton seconded by Dahl to accept the audit report as presented.  Upon roll call all voted aye.

Motion by Roberton seconded by Honsey that the meeting be adjourned at 7:35 p.m.  Upon roll call all voted aye.
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