SPECIAL CITY COUNCIL MEETING

MINUTES OF OCTOBER 2, 2007
Members Present:  Mayor Ladewig; Council members Johnson, Benson, Highum, Deering
Motion by Johnson seconded by Highum to approve the agenda as presented with the addition of a letter from United Way regarding long-term recovery planning and acknowledging the presence of Kevin Kelleher, Southeast Regional representative and Flood Recovery Coordinator for DEED.  Upon roll call all voted aye.
At this time Mayor Ladewig invited comments from any interested citizens in attendance, with no comments being heard.
Mr. Kelleher addressed the Council and audience regarding the MIF Assistance /Flood Recovery Common Community Application form stating “it’s time to fish or cut bait”.  He noted that this special legislation was held in record time, with a record amount of funding allocated.  The legislation has waived some of the usual provisions, but not all for this flood recovery bill.  The DEED Commissioner must sign off on the assistance options, keeping in mind past disaster financing as well as future.  Kelleher noted that legislators from other areas will be watching closely to ensure fair and consistent financing opportunities for everyone.  
Discussion was held regarding the visit by Governor Pawlenty and DEED Dept. Director Moe last Friday.  The purpose of their visit was to determine how the City intended to structure the loan program and to encourage everyone to get on with the process.  It was noted that if the process is delayed too long or if too many concessions are asked for, the State may become less flexible on the options they would agree to.  

Chuck Pettipiece of Pettipiece & Associates had met with local business persons on Monday evening (10/01/07) and the EDA had reviewed the proposed financing options at their Tuesday morning (10/02/07) meeting to prepare a recommendation for the Council at this meeting.  An eight page handout detailed the two types of loan options:  Category 1 – Business with Flood Loss/Damage; this includes business and non-profits including child care and residential home care and applicants must be committed to reopen their business. Category 2 – Business Flood Disadvantaged, no loss/damage; this includes businesses that did not suffer damages but with assistance can increase job creation or economic activity in the community. The EDA options recommended several changes including the following from page five:
· Added ability to refinance existing debt

· Offer three tiers to the loan structure 50/50; 75/25; 80/20 (forgivable/low interest)

· All loan repayment stays with the City revolving loan fund, nothing back to the State

· Ability to deal with requests higher than the maximum; pro-rating or assumptions allowed
· Eliminate SBA requirement

· Remove personal guarantees

· Increased deferral date
· Reduced interest rate

Pettipiece had presented these proposed changes to DEED with the following responses as listed on page six of the handout:

· Refinancing of pre August 18th debt was unacceptable

· The two tiers of 75/25 and 8/20 were so similar, it was not practical to have two

· The State wants something back into the MIF fund, but not necessarily a straight percentage, could be a set amount

· Pro-rating or assumptions of forgivable loans allowed but not automatically; each request would require review of specific conditions
· Past disasters required even more SBA involvement, this is already a reduction from past practice; willing to use MIF to blend down the interest rate

· Needs to have some level of guarantee even if limited; a burn-off or a level of partial guarantee
· Deferral of first payment – acceptable to stretch to 3 years and two years in the two tiers

· Would like to see an allowable range in interest rate and set the final rate once SBA amount is known; provide for blending of interest for a net reduction in overall interest rate

Pettipiece then reviewed page seven of the handout, which incorporated the EDA recommendations and the DEED comments into a format which would be acceptable to DEED for Category 1.  Clarification was given on the SBA involvement, noting that the 10% or 25% of the approved SBA amount was the starting point whether or not a business chose to take the SBA financing or not.  It was noted the 50/50 option would be reviewed by a local loan committee and should be the easiest and best route for most to chose with 50% forgivable over 5 years, interest rate of 0% on the first 3 years deferral and 0-2% interest rate depending upon SBA loan approval.  If a business did not qualify for an SBA loan, there would be enough flexibility to continue on with the process and MIF would, in effect, assume the risk that with the loan being deferred for the first three years, the business would be able to continue.  Those businesses requesting larger loans or larger forgivable loans would be expected to provide a more detailed financing review to other than a local loan committee (Dept. of Commerce), have a shorter deferral period and pay a slightly higher interest rate.  
Pettipiece also noted that many of his professional associates throughout the state were watching the Rushford progress, as well as legislators, to see if there were special or additional advantages granted in this relief package.  

Considerable discussion was held, comments heard and questions answered on the SBA involvement, collateral requirements, forgivable percentages and interest rates.  Discussion was also held on the return of recaptured loan funds with the 50/50 loan structure showing a 25% return to the City Revolving Loan Fund and 25% to the State and the 75/25 loan structure showing 20% to the City RLF and 5% to the State.  The City would receive none of these funds until after the three year deferral period when loan repayments would begin.  The City would be in control of the RLF and would then have great flexibility in the use of those funds throughout the business community.  Discussion was held on the potential uses of Category 2 funding with examples given of a business that would like to change their scope of operations
Discussion was held to request modifications to page seven; to request an SBDC review rather than the Dept. of Commerce review of loans with the 75/25 structure and to ask for 40% return of the loan funds to the City Revolving Loan Fund and 10% to the State and to have the option of a waiver in the case of extreme hardship. Motion by Johnson seconded by Highum to adopt the Category 1 and Category 2 plans as outlined on pages seven and eight of the handout, with the addition of the modifications listed above.  Upon roll call all voted aye.
Discussion was held on the estimate of costs that would be submitted for funding which included clearance/demolition, public water, sewer, electric, street, storm sewer and parks, rental housing rehab, assistance to businesses through the MIF program, engineering and technical assistance, government building rehab, and public services such as Tri-County Electric.  Potential FEMA reimbursements are factored in with a requested state assistance amount estimated to be at least $41,105,000.00.  Kelleher stated the State understands the amount requested is fluid as more loss and damages may be discovered over time.
Information was provided on the Debris Removal Grant, recently detailed by Fillmore County.  Up to $6,000.00 will be granted to homeowners for demolition and debris removal following completion of an application and appropriate paperwork detailing the demolition process.  More information will be made available from the County and will be provided to homeowners.
Notice was reviewed of a regional long-term recovery planning effort for SE Minnesota with a meeting to be held l0/5/07 in Rochester.  United Way will be hosting the meeting to help establish guidelines, set priorities and determine appropriate methods for communication, resource gathering, resource distribution and case management.

Discussion was held on the first distribution of funds from donations in the Rushford Flood Recovery Fund.  As decided at an early Council meeting, Semcac will be distributing payments, using the Red Cross data base which designates the damage levels of destroyed, major, minor and affected.  The first distribution will be approximately $81,000.  Future distributions of funds will also include “Rushford Bucks” which can be used throughout the existing business community.  
It was also noted that the next regular meeting of the City Council will be held on Tuesday, October 9th as Monday is a legal holiday.

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