MINUTES
COMMITTEE-OF-THE-WHOLE WORK SESSION
April 16, 2012
City Hall Conference Room

PRESENT: Mayor Stiehm, Council Member-at-Large Janet Anderson, Council
Members Jeff Austin, Roger Boughton, Brian McAlister, Steve King, Judy
Enright, and Marian Clennon.

ABSENT: None.

STAFF PRESENT: Assistant City Engineer Steven Lang (at 6:35 p.m.), Public Works
Director Jon Erichson (at 6:35 p.m.), Assistant City Attorney Steve Hovey
(at 6:35 p.m.), City Attorney David Hoversten (until 5:25 p.m.), Parks and
Recreation Director Kim Underwood (at 6:35 p.m.), Director of
Administrative Services Tom Dankert, City Administrator and Jim Hurm.

ALSO PRESENT:  Austin Utilities General Manager Mark Nibaur (7:00 p.m.), Steve Comer
and Lori Anderson from Ellumilite, DCA Executive Director John Garry
Public, Austin Post Bulletin, and Austin Daily Herald.

Mayor Stiehm opened the meeting at 5:00 p.m.

Item No. 1. Special Work Session for a revolving loan request as an incentive for a
relocating business— Mr. Garry discussed a company that is trying to locate to Austin in the
former Robinson Building that is jointly owned between the DCA and the Austin Port Authority.
Mr. Garry noted he met this company through a series of meetings that were put on by the
Minnesota Angel Network, an entity that tries to help potential business start from the ground up
within Minnesota.

Lori Anderson, President of Ellumilite discussed their backlit product and the benefits their
system has over competitors. Ms. Anderson noted that the Ellumilite lamp is brighter, and their
power source is more energy-efficient and cheaper to manufacture than their competitors.
Additionally, Auscon, an Austin company actually makes the power supplies for their product.
To start with, Ellumilite is looking at having 4-10 employees at the facility, within two years
have 25-50 employees, and the target in five years would be to have 50-100 employees working
out of this facility. The pay rates range from $13.00 per hour to $25.00 per hour, plus some
managers would be salaried. Further discussion ensued on what the company makes.

Council Member-at-Large Anderson asked about some comments that were made in the
presentation regarding how this product enhances the carbon footprint. Ms. Anderson stated
their lighting source is 95% energy efficient, so there is less electricity used in comparing this
product to the competition.

Mayor Stiehm asked how many facilities Ellumilite is looking at having. Ms. Anderson stated
Austin would be the only facility. Mr. Comer stated Ellumilite could manufacture one million
square feet of product in a year.



Council Member King asked about the competition in this market. Ms. Anderson stated there
are a limited number of companies that do backlighting products. She stated their pricing is
cheaper and has better technology than the competition.

Council Member Boughton asked about potential customers. Mr. Comer stated they have
contacted traditional resources from their prior 25 years of experience, so they have the contacts
in the marketplace. He said they believe they can manufacture and sell their product at 10-15%
less in cost, and still maintain the margins.

Council Member McAlister asked if they have been to the Southern Minnesota Initiative Fund
yet for financing, and also asked if Ellumilite does printing as well. Ms. Anderson stated
Ellumilite is currently being evaluated by the Initiative Fund, and any printing would be
contracted out as they are looking for local printers that could do the job.

Council Member Clennon asked if Auscon is looking at moving someplace else also, as they
currently have a small building they are working out of. Mr. Garry stated that Larry Erickson
(owner) has at times looked for larger space, but he can set up quickly anywhere he moves to.
Auscon is currently located about one-half mile south of Woodson School.

Council Member-at-Large Anderson asked about the long-term commitment to Austin. Ms.
Anderson stated they do not plan on going anywhere.

Mr. Dankert discussed the action that is being requested of council this evening. Mr. Hurm
handed out the newly proposed Revolving Loan Fund Guidelines as these did not get in the
original packet that was mailed to council. Mr. Dankert stated these guidelines would need to be
amended as recommended by representatives of Minnesota DEED. These guidelines oversee the
administration of our revolving loan fund. Mr. Dankert gave some history of the revolving loan
fund, noting that in the 1980s the State gave us a grant to help McFarland Truck Lines. In the
past we have also received state grants for CRC and APC. These funds, as they are paid back to
the City, can only be used for loans to small businesses such as Ellumilite.

Mr. Dankert noted if the guidelines are changed, then the next request is for approving up to
$100,000 at 6% interest to be paid back monthly over 5-10 years (depending on loan amount) at
just under $1,000 per month.

Council Member King noted his support for the Ellumilite loans, noting people much smarter
than us have vetted them through the angel network program.

Council Member Boughton questioned Mr. Dankert if he recommended approval of this loan.
Mr. Dankert noted he would not make such a recommendation as there is no guarantee that this
company will succeed and pay us back. However Mr. Dankert noted these state grant funds that
we are holding are intended for small businesses like Ellumilite. Loaning these funds out is the
intent of the program and it is why the State granted us the money over the last 25+ years. Mr.
Garry added there is no guarantee of success here for this company. However, we are also not
getting Google or other high profile companies asking to come to rural Minnesota either.

Council Member Enright stated with any luck this increases Auscon’s operations also.

After further discussion, motion by Council Member King, seconded by Council Member
Austin, to recommend to Council the approval of the amended Revolving Loan Fund Guidelines
as presented. Carried 7-0. Item will be added to this evening’s council agenda.
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Motion by Council Member King, seconded by Council Member Austin to recommend to
Council the approval of up to a $100,000 loan at 6% interest to Ellumilite, funding from the
Small Business Revolving Loan Fund. Carried 7-0. Item will be added to the council agenda
this evening.

Council adjourned the meeting at 5:27 to start the city council meeting.
Mayor Stiehm opened the second part of the council work session at 6:35 p.m.
Item #2. Closed session to discuss Lansing Township area annexation sanitary sewer

objections - Motion by Council Member Austin, seconded by Council Member McAlister to
close the meeting under M.S. §13D.05 Subd. 3(b) to discuss pending litigation. Carried 7-0.

See DVD of closed meeting.
Mayor Stiehm opened the meeting back up at 7:00 p.m.

Item No. 3. G & R Truck Wash — Mr. Erichson updated Council on the status of G & R Truck
Wash and their outstanding debt. Mr. Erichson noted they continue to pay the monthly note, but
they have not made a payment on the new strong waste charges since the end of 2011. Mr.
Erichson stated they owe us approximately $150,000 in new strong waste charges, and another
$100,000 or so on the note that was put in place to convert the prior strong waste charges. Mr.
Erichson reminded everyone that Council approved action on February 6 to give G & R Truck
Wash 90 days to pay the bills up and come in compliance, otherwise staff was to terminate their
service. May 7 is fast approaching and our intent is to disconnect the service at G & R Truck
Wash based on Council’s prior action.

Mr. Erichson said an attorney for G & R Truck Wash called today and asked if we would roll
this into a new note if they promised to put new equipment in to fix the problem. Mr. Erichson
stated this is the third time we have heard this discussion, and the past two fixes did not work at
the truck wash either.

Council Member-at-Large Anderson questioned if this is the only truck wash in Austin. Mr.
Erichson stated it was, as the other one (Nicol’s) has since closed.

Council Member Clennon questioned if the business we have to close if we terminated the
service. Mr. Erichson stated that was correct as the sewer line would be terminated and their
would be no place for their strong waste to flow to.

Council Member Boughton questioned if they are still trying to sell the facility. Mr. Erichson
stated the attorney he spoke with today indicated that G & R Truck Wash was looking for an
equity investor.

Mr. Erichson stated if this one closes, somebody else will eventually open up a new truck wash
in town as this is a needed service for the plant.

After further discussion, Council’s prior action to terminate service remains in effect as no
council member offered up any different motion.



Item No. 4. L ease agreement between Austin Utilities and Northern Natural Gas— Mr.
Nibaur discussed his memo outlining the need for council approval since he is proposing to enter
into a long-term lease agreement with Northern Natural Gas at the East Town Border Station
(ETBS). The ETBS is located at 1705 21* Avenue NE, just east of the 1zaak Walton building at
Todd Park. The ETBS is one of two points where the Austin Utilities receives natural gas from
the NNG pipelines. The lease would be extended to October 22, 2022 to coincide with the
completion of the current natural gas transportation contract with Northern Natural Gas.

Motion by Council Member Austin, seconded by Council Member Enright to recommend
approval of the lease agreement between the Austin Utilities and Northern Natural Gas as
presented. Carried 7-0. Item will be added to the May 7 council agenda.

Item No. 5. — Budget Amendment #1 — Mr. Dankert discussed budget amendment #1 noting
that most of these are the results of carryovers from the prior year. Council had allocated dollars
to pay for these projects for 2011, but for one reason or another the project did not get
completed. Now Council needs to re-appropriate the funds in order to allow the expenditures in
2012. Mr. Dankert noted the budget amendments as follows:

Park Equipment, $14,884 (General Fund)

Pool Umbrellas/Loungers, $25,000 (General Fund)

Radio Replacement, $25,000 (General Fund)

Pool Upgrades, $7,500 (General Fund)

Warning Siren, $25,000 (Capital Improvements Fund)

6 inch flood pump, $25,000 (WWTP)

Industrial Sampler, $3,000 (WWTP)

Sealcoat Upgrades, $8,000 (WWTP)

Elevator Upgrades, $75,000 (WWTP)

Additionally, the St. Paul Port Authority wrote us the $50,000 check for the methane study at the
wastewater treatment plant, so we would like to amend the budget to include this revenue and the
associated $50,000 expense in the wastewater treatment plant budget.

Ms. Underwood discussed the items from Park and Recreation and why they would like the
dollars re-appropriated in 2012. Mr. Dankert noted if Council approves these carry-overs, for the
most part they will come out of fund balance.

Motion by Council Member Austin, seconded by Council Member Enright to recommend to
council approval of the budget adjustment as presented. Carried 7-0. Item will be added to the
next council agenda.

Item No. 6. — Early call of bonds 2004A (Central Garage) — Mr. Dankert noted the audit is
done and being put through the final quality review at our auditors CliftonLarsonAllen. Mr.
Dankert noted the fund balance will be at 48.8% of expenditures based on the preliminary
numbers. This is getting near the top of the state auditor recommended guideline of 35% to 50%
of expenditures. With this in mind Mr. Dankert discussed using $725,000 of this fund balance to
pay off the 2004A Central Garage bonds, hence potentially saving fleet charges of around
$60,000 in 2013. Mr. Dankert clarified that the rate structure we charge internally for vehicles
includes funding to retire the debt service. If the debt service is now retired, this “surcharge”
could be reduced. The General Fund pays about $60,000 of the total $120,000 debt service cost.
This $60,000 could be utilized by reducing the user charges that are made in the General Fund (a
budget savings). However if fuel prices continue to increase we made need these dollars to




offset the fuel costs, otherwise it could be used to help minimize the 1.5% contract increase that
are included in those bargaining units that have a settled contract for 2013.

After further discussion, motion by Council Member Austin, seconded by Council Member
King, to recommend to Council approval of calling of the 2004A Central Garage bonds and
transferring $725,000 out of the General Fund fund balance to cover this cost (budget adjustment
#2). Carried 7-0. Item will be added to the next council agenda.

Item No. 7. Monthly budget discussion: Park & Rec. — Mr. Dankert noted this was the last
scheduled review of departments as we will now have covered all of the General Fund and the
Library Fund, the majority of the tax-supported funds. Mr. Dankert discussed the different
shaded areas discussing individual line items when they came up. Mr. Dankert noted the
unshaded line items represent only 19% of the total budget. However, if we also shaded the
temporary salaries that we rely on to perform many functions, we would have only about 6.5% of
the budget that council could do something directly with.

Council Member Clennon questioned the big areas of the total city budget.

Mr. Dankert noted the wages account for about $8,000,000 of the total city budget, benefits
make up another $3,000,000 or so. Additionally, Mr. Dankert stated we spend $1,300,000 on
equipment charges to replace city vehicles, and another $1,100,000 on other capital outlay and
street projects funded through the tax levy. In 2012 we are also buying a $600,000+ fire truck.
Mr. Dankert estimated we spent about $1,800,000 on utilities among other things.

Council Member-at-Large Anderson stated that at the Coffee with the Council, a citizen asked to
have more public meetings for discussion on the budget. Council Member Austin stated we
discuss the budget almost every month come budget time and those work sessions are all open to
the public. Council Member-at-Large Anderson agreed, noting the public is informed of our
meetings.

Mr. Dankert noted we will be starting 2013 budget discussions soon, so if council wants to go a
different direction we need to know this soon.

Item No. 8. — Administrative Report — SEMLM- Mr. Hurm asked Council to inform him if
anybody wants to sign up for the upcoming SEMLM meeting.

Item No. 9. Open Discussion — Council Member Boughton read from a prepared statement
apologizing to Mr. Hurm for the recent outburst and negative publicity in the newspaper as a
result of the latest Coffee with the Council. Mr. Boughton took responsibility for the discussion
on Mr. Erichson potentially becoming the next HRA Director, and that the negative comments
should be directed to him and not Mr. Hurm.

Council Member-at-Large Anderson stated Gaylord Jensen from Habitat for Humanity asked if
Council would waive the $1,200 permit for their next project. Mr. Hurm stated this has arisen in
the past and we could not do this, but we can check again. Council Member Clennon questioned
if the HRA could help to pay for the permit then. Mr. Hurm noted he would check on this issue
and get back to council.

Council Member McAlister questioned the need for term limits for Board representatives.
Council Member McAlister noted this question came up at a recent Library Board meeting, and
he questioned if other appointed committees have term limits. Council Member Boughton noted
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he did extensive research on this years ago and found out that Minnesota law does not allow term
limits on elected officers, and some states broaden this to appointed boards as well.

Council Member Enright questioned the status of the Budget Oil cleanup, noting the dirt has
been there for awhile along with the hole. Mr. Hurm stated he would check with Mr. Erichson as
to the clean-up status.

Council Member Enright also requested to have the leaf site open for a few weeks in the spring
for citizens. Council Member King noted we had discussed this before, and in the past we
reverted back to a private business (Hillier’s composting) can do this so we should not further
compete with his business. Mr. Hurm stated he would check with Mr. Erichson on this.

Item No. 10. Matters In Hand — No discussion.

Motion by Council Member Enright, seconded by Council Member-at-Large Anderson to
adjourn the meeting at 8:06 p.m. Motion passed unanimously.

Respectfully submitted,

Tom Dankert



