REGULAR CITY COUNCIL MEETING

MINUTES OF AUGUST 26, 2013
Members Present:  Mayor Hallum, Council members Dahl, Honsey, Colbenson, Bunke
Following the Pledge of Allegiance, Mayor Hallum called the regular meeting to order at 6:30 p.m.
Motion by Dahl seconded by Colbenson to approve the agenda as presented.  Upon roll call all voted aye.
Motion by Honsey seconded by Colbenson to approve the minutes of the August 12, 2013.  Upon roll call all voted aye with Bunke abstaining as he was absent from the meeting.  Motion carried.
The Mayor asked if there were any interested citizens wishing to speak with no persons wishing to speak at this time.
The following communications were received:
· Notification of a tuition-free introductory Nanotechnology Course at MN State College, Southwest Technical.  Administrator Sarvi will be attending.
Motion by Bunke 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 08/26/13.

Upon roll call all voted aye.
Motion by Honsey seconded by Bunke to open the public hearing, as per public notification for the Rushford City Council and the Economic Development Authority (EDA) to consider granting a business subsidy loan to Rushford Hypersonic.  The proposed subsidy is in the form of a $145,000.00 EDA Revolving Loan Fund Loan for the purpose of assisting Rushford Hypersonic specifically for financing the low-scale production of products for distribution as per a pending purchase/distribution agreement to be entered into with an appropriate vendor.  Upon roll call all voted aye.
EDA members Tom Driscoll, Brad Hoiness and Janelle Ansell were in attendance along with Jay Skranka President of Rushford Hypersonic, Jack Weimerskirch, Chairman of the Board and Kevin Klungtvedt, Board Member.  Driscoll provided a recap of the EDA sub-committee meetings and the extensive amount of information requested and received from Rushford Hypersonic on this phase of their project.  Hypersonic currently has an EDA RLF loan in the amount of $500,000.00 which is in forbearance. As the EDA/RLF policy lists $500,000.00 as a loan limit; the hearing is being held to discuss and explain the EDA’s exception to the policy. This funding request is specifically to build the machinery to begin production of their coated drill bits and take to market via a distribution agreement with Fastenal.  In an effort for full disclosure, Mayor Hallum noted that both he and Council member Bunke are employed by Fastenal, but the nature of their jobs will not be impacted nor will their financial status.   Skranka reviewed the six years that Rushford Hypersonic has been in business, other sources funding/grants, other investor funding, research and design developed, stumbling blocks with U of M patent and the new technology developed – all to perfect the process leading to production.  This funding would help bridge the gap in financing to start their production. He noted the company is committed to Rushford and committed to making this work here.  Discussion was held on the test data, marketing data, financial reports and detailed information the EDA has asked for, received and reviewed.  Driscoll noted the EDA wants to see Hypersonic succeed, to help grow the economy, grow jobs, repay their loans and help them be self-sufficient and productive.  The EDA has required additional security on this loan in the form of a lien on 2% of the Class A stock which would be held by the EDA until both loans to Hypersonic are repaid.  After those loans are paid, Hypersonic would provide additional payments to the EDA/RLF as a royalty per bit sold for ten years. Skranka noted their space needs are currently adequate, they plan to retrofit some of their existing equipment both in-house and with some contracted machine shop work, they have perfected the drill bit coating process but need to be able to produce more at one time, with the construction of a ferris-wheel type piece of equipment, they can produce an exact same coating on each drill bit.  He noted they have the technology in place and now the contract for distribution and will target their production on this one product.  Although these drill bits may be more for commercial and industrial users, they also envision production for “residential” users; making a better product and selling for less than the competition.  Members from the audience, Mitch Bublitz and Ted Olson asked questions of both Driscoll and Skranka.  Mayor Hallum thanked everyone for attending the hearing.  Motion by Dahl seconded by Colbenson to close the public hearing.  Upon roll call all voted aye.
Discussion was held on the EDA’s finding of facts and their recommendation to approve Resolution 2013-096 approving an EDA/RLF loan for $145,000.00 to assist Rushford Hypersonic to finance adaption of the current single unit production chamber for low volume production for sales and distribution.  Further detail was provided on the royalty payments to serve as additional security, the EDA’s involvement in helping to secure a long-term lease to insure production space in Rushford, the loan payment schedule designed for January 2015, with interest accruing on the original loan and this loan being interest free, the due diligence conducted  by the EDA on working through the various aspects and options available and the collateral currently in place.  Attorney Chiglo noted the City should remain in first position on the loan documents.  Motion by Bunke seconded by Honsey to approve Resolution 2013-096 Approving  an EDA/RLF Business Subsidy loan for an additional $145,000.00 to Rushford Hypersonic Particle Deposition and Coating Technologies Corporation, LLC, a MN Limited Liability Company and accepting the findings of the EDA to support the loan request, including the condition that the City remain in first position on loan documents.  Upon roll call the following voted aye:  Hallum, Dahl, Honsey, Bunke    Voting No:  Colbenson.  Motion carried.
The EDA has made several other recommendations to the City Council following their 8/14/123 meeting:
· Motion by Bunke seconded by Colbenson to accept the recommendation to increase hours under the CEDA contract to 2 days per week, an additional ½ day, at an increased contract cost of $568.00 more per month.  The CEDA contract is paid on a quarterly basis and can be adjusted.  Upon roll call all voted aye.

· Motion by Honsey seconded by Dahl to accept the recommendation to approve a one year forbearance of the $149,000.00 EDA/RLF Business Subsidy Loan for Rushford Nanolectrochemistry Company until September 1, 2014; adding accrued interest to the principal.  Kevin Klungtvedt explained they are in production and have also changed their business model to have a better ability to pay back at a later date.  Upon roll call all voted aye.
· Motion by Bunke seconded by Colbenson to accept the recommendation to approve the consolidation of the two loan payments for GForce Ink to start November 2013; a new grand total of $393,039.18 (which would include the final drawdown and accrued interest).  Upon roll call all voted aye.

· Motion by Honsey seconded by Bunke to approve the following Resolutions regarding the documentation of the five year forgiveness of flood recovery loans.  When an early repayment of the promissory note had been made, all remaining Category 1 loans will also be forgiven, reporting obligations waived and collateral released (or allowed to expire).  If there is no prepayment and regular Category 1 payments are being made as scheduled, the collateral remains in place and reporting obligations continue until the loan is paid off.

2013-090  Paul & Jeaneen Engrav
8/29/13 $55,994.00 and $9,170.78 remaining Cat 1

2013-091  Plumbers Service

8/15/13 $  7,430.00 and $1,485.60 remaining Cat 1

2013-092  Rushford Chamber
  
8/14/13 $  2,330.00 and $   465.91 remaining Cat 1

2013-093  Wilkemeyer Day Care       8/27/13 $  2,214.00 and $5,842.80 remaining Cat 1

2013-094  Rush Creek Ltd

8/27/13 $23,688.00  still paying on Cat 1

Upon roll call all voted aye. 
Motion by Dahl seconded by Colbenson to adopt Resolution 2013-095 accepting and acknowledging with thanks the $500.00 donation of SE MN Hog Chapter to the Rushford Community Ambulance.  Upon roll call all voted aye.
Motion by Dahl seconded by Bunke to accept the recommendation of the Planning Commission to approve the Family Dollar Site Plan Review.  The Site Plan review contains all aspects of the zoning and building regulations, parking regulations, and drainage and utility regulations.  It was also noted the building permit plan review is also completed.  Upon roll call all voted aye.
Motion by Dahl seconded by Colbenson to approve entering into a Preliminary Agreement with SMR Acquisitions Company, for FD Rushford Minnesota Miller Circle LLC for the purchase of 1.22 acres of land; Parcel 06.081.000; Block 2, Lot 1, Himlie Business Park for the amount of $112,378.28.  This amount captures the value of the land and utility improvements.  Family Dollar has not requested any subsidy or assistance from the City.  This motion also authorizes the Mayor and Clerk to sign closing documents for the land sale.  Upon roll call all voted aye.
Updates were provided as follows:

· Rushford Inn motel project, EDA continues to work with Lokens and is waiting now for their response to EDA proposals

· Farmer’s Elevator/Community Center/Schwab is working on getting prices together
· Planning continues for the Airport SpectaculAir air show September 27th and 28th
· Reminder of the snowmobile exhibit and book signing this weekend

Motion by Colbenson seconded by Honsey that the meeting be adjourned at approximately 8:45 p.m.  Upon roll call all voted aye.

August 26, 2013 meeting minutes 

Submitted by:  Kathy Zacher, City Clerk/Treas.
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