Special City Council Meeting
October 28, 2008
5:00 pm
Council Members Present:  Schmidt, Bertsch, DeVries, Tollefson, Bohn, Hansey, Sturdevant, Mitskog, Sturdevant
Council Members Absent: 
Staff Present:  Kessel, Huwe, Priebe, Broadland, Lies, Thorsteinson
Others Present: Golf Board, Manock
Mayor Sturdevant called the meeting to order at 5:03
Sturdevant explained the ad hoc committee and that the special meeting was to discuss the important situation with the golf course.  Sturdevant put together a special ad hoc committee to study the situation of the golf course last winter and they looked at five different models for the golf course.
Kessel – Kessel noted that he had to leave a bit early from the meetings.  He named the people on the development team.  He explained that they will go over the review of options that the development team had for the golf course with a slide show. 
Slide show:  Kessel said the mayor appointed ad hoc golf committee was made up of people from Wahpeton and Breckenridge, and of people who do and don’t golf.  The purpose of the golf committee was to make a recommendation to the council for what to do with the golf course.  

Operating Models Identified:

1. Continue Operations as they are today, which would be a choice
2. Incorporate golf operations into a city dept: Like the library board.  The golf employees would become city employees and would answer through the city structure to the city council.  The golf board itself would become like the library board which is a board of recommendation.  
3. Incorporate into park and rec dept: there would be no more board, golf staff would become city staff, and they would be a department of the city just like the police department or public works.
4. Incorporate into city or park and hire a management company:  This Company would have expertise in golf ops

5.  Zoo Model: The two main employees would answer through the chain of the city, such as the golf pro and the superintendant.  The other employees would be employees would be of the board and not the zoo.
Kessel said that in the hand out you will see the positives and negatives of each of the operating models.  Ultimately, the one that the ad hoc committee chose is the model to operate similarly to the library board.  After that recommendation was made the development team looked at the options of how to make this model work within the city.  He said they found that there was little common ground.  While the land is owned by the city of Wahpeton there are still a lot of issues at stake.  All of the operations of the golf course are separate from the land. The development team looked at four different options: 1. City Management with a Board  2. City Management without a Board  3. City Management by hiring Contract Management 4. Subsidize Current Operations, which is basically keeping the board intact as it is today and providing them a subsidy to continue operations through 2009.
Bois de Sioux Golf Club – Revenues and Expenses
Huwe noted the information is consolidated information provided by Jim Anderson.  The graphs on the bottom show that income is consistent from years 2005-2007.  The next slide showed the expenses for the same period.  These expenses are all consolidated.  The bar graphs on the bottom show that the expenses over this period are pretty consistent.  Huwe stated the sources and uses of revenue and expenses have stayed pretty consistent over the three year period.  
Financial Summary 1993-2007

The next slide with the red line represents the break even point.  This slide also consolidates the revenues and expenses in this time frame.  Huwe stated the only reason there was breakeven in 2004-2005 was from proceeds from an operating loan, FEMA money and revenue from the Grille Room.  The slide illustrates the financial struggle which is related to new construction and reconstruction of the golf course. 
Sales Tax Projections:

In 2008 the sales tax from recreation is estimated to bring in $283,074.  The expense is very high for 2008 because of the WCC being built and the money coming from the set aside rec fund.  Huwe noted that we may need to reallocate some of the sales tax money to flood mitigation protection.  She noted that there may be two more bond issues however she cannot say when or for how much.  

The lower half of the slide shows how much money would be left over for recreation if we would reallocate.  

Management Alternatives Evaluation:  
Kessel said we put together a matrix to try to put together the thoughts of the development team.  They took four different ideas of management and used different evaluation criteria to put emphasis on. Accountability: A budget would be created on a yearly basis, which is difficult for an operation that relies heavily on weather.  It is easier to create accountability with out a board.  If the golf course would become part of the city the books would have to be audited before that transition would take place.  The accountability was seen as positive across all four criteria.  Course maintenance: this would be mowing, making sure the greens are in good condition, making sure the sand traps are where they are supposed to be, making sure the trees are clipped, and just making sure the golf course is playable.  Contract management was the only option that had a positive for course maintenance as they would have the best knowledge on the golf course maintenance.  Demand on city financial resources: Kessel said no matter what option is chosen it will have an effect on the city’s financial resources.  The sales tax fund is where the money would be coming from in order to help out the golf course, and it has a lot of demands on it already.  Human resources: It would take away from current staff positions to give more time to doing duties pertaining to the golf course.  There will have to be city staff doing payroll, doing accounting functions, be present at all golf meetings to take minutes, etc.  Kessel said it would take a lot less time to manage a contract than it would to do all of the functions at the city.  Diverting from City Core Services Delivery Mission:  Kessel said he called around to other golf courses in MN and ND to ask how they operate and asked who is responsible for what regarding the golf courses.  He said we are one of two states in the nation that has a separate Park Board from the city council.  This is not a core service that most cities in North Dakota provide, and most municipal courses in the state are operated by the Park Board.  We are stretching city resources for something that is not considered a core service.  HR Processes-Benefit to Current Golf Employees:  Kessel brought the fact that with FMLA you have to reach a fifty employee threshold before it applies to you as an organization. We don’t currently have to enact this policy because we are under 50 however; if we were to take on the golf course we may be over 50 and have to enact this.  Impact on Golf Operations: This would be scheduling of tee times, tournaments, and standard golf operations.  If the golf board would continue operations it would be positive as they know how to run a golf course, and the same positive effect would be seen with contract management.  Impact on Revenues:    Three of the evaluation criteria were seen as positive and contract management was seen as a push. Impact on Volunteerism:  the golf course recently did a lot of revisions to the back nine and a lot of the work was done voluntarily.  The golf board did not pay nearly what we would have to pay as a city.  He said the question posed is: Are the same people going to provide their services for the golf course if it becomes city operated?  Contracted management could have things in place that would encourage volunteerism.  Kessel said he feels if a subsidy is provided everything at the golf course would stay the same and hopefully volunteerism would remain the same.  Political feasibility:  He said since the golf course is operating right now as a separate legal entity there may be a political cost to associating the golf course operations with the city.  Preservation of city assets: These assets are the land and the building that the city owns.  We saw positives all across the board with this piece of criteria.  
Additional Issues to be considered:

The golf sheds are currently owned by the golf board.  There is a private transfer between individuals if an individual gives up their spot in the cart shed.  Should this tradition continue if the city takes over the golf course, or should the city receive some of the money when the transfer takes place?
Restaurant Operations- for awhile the restaurant was operated by the golf course itself and they had staff of the golf course managing the restaurant.  They currently have a contracted individual running the restaurant, and he rents the space and pays a fee to the golf course.  There may be issues with this sort of operation if the city takes over the golf course.  Will other restaurants in town cry fowl that the city is giving money and hiring people to run this restaurant.  There was a liquor license created exclusively for the golf course issued at a lower rate as it operates only a certain time of year.

Live within revenue projections – Kessel said this is a more volatile operation as it is weather dependent.  

Capital crossing and SBA Loans - about $300,000 in loans through the Capital Crossing and SBA loans mostly due to expenses incurred during floods.  The amount due is $28,000 a year to pay back these loans.  The city cannot assume these type of loans they way we are currently set up.  The city would have to pay off the loans the council would have to pass a ordinance in order for the city to assume this type of debt.  

Audit issues & Indebtedness - There is about $400,000 in debt with the golf course as of now.  One of the options is for the golf course current operations would have to dissolve in order for the city to take over operations.  Bankruptcy is one of those options, this may get rid of $100,000 of that debt however; this comes with a political impediment in the eyes of the public.  

Precedent - is there and what kind of precedent would be set if the city to take on the golf course which is a recreational activity.  We would be expanding the city’s cores issues by taking on the golf course.

Land Reversion/Taking – The Capital Crossing Loans are tied to the Minnesota side of the golf course, and if the golf course defaults on these loans the back nine would become vulnerable as they are collateral for these loans. 

Cannot levy Property w/out the vote of the People – With the library model the city can levy mills on behalf of the library.  We would have this authority for the golf course; however we could use property taxes only by a vote of the people.

Track record of current board - We don’t know how long this board will continue in their current status. There hasn’t been a lot of change over in this board over the years and some members could be getting burned out. 
Wetlands Application/Revenue - We could try to put land that is not in service and turn it into wetlands.  Kessel said we found out the day of the meeting that the initial application was denied, but there is another program we could apply for.  The state of MN pays you as they put a permanent easement of that land, and this money would be put towards golf operations.
Kessel said these are all issues that will have to be discussed before a decision is made.

Sturdevant: He said both the ad hoc and development team have spent a lot of time on this issue and will a difficult decision.  Kessel said the development team was leaning toward the subsidy side, but have not decided on a recommendation.  We are currently putting in a levy on the south side which has gone over budget and will have to be paid for.  He said the feeling amongst the development team is that it would be difficult to take on the golf course this year with all of the other issues that are currently going on.  The subsidy would be around $35,000, and one of the caveats would be that the golf course would have to use this funding to pay the Capital Crossing loans and the SBA loans to make sure these assets stay viable.  The rest of the subsidy would be able to be used for operations.  There would be a one time subsidy in the amount of $45,000 that would be used to pay off the operating loans, with a caveat that the golf wouldn’t be able to seek any new operating loans while the subsidies are taking place.  This would be a one time things and there would have to be budgets created before it could take place.
Sturdevant said that this issue would be referred to finance committee in order to receive a recommendation to the Council.  
Hansey asked what role if any would EDC play in this. Jane said with out the current board we could utilize an existing board that has experience in this subsidy arena.  We have not come to any conclusion.
Bohn asked why the course maintenance was giving a neutral if we were to maintain the golf pro and the greens keeper.  Lies said all of the things put up on the matrix was an average of staff opinion.
Alisa would like to hear from the golf board about what was said at the annual golf meeting as to what they feel should happen.  Hoye said our board feels that employees of golf course should be classified as city employees.  He said we are losing our accountant in January and we need that expertise, so we are in need of a secretary treasurer.  He said anything that city can do for us would be a help.  He feels that in five or so years the golf course is going to turn around and make money for the city. 
Sturdevant said that Carla Broadland will volunteer her time to take minutes and put the agendas together.  He said the bookkeeper and CPA for the golf course would be a paid position out of the subsidy money.

Alisa wants a short and long term plan, and doesn’t want to send short term fixes to the golf course when it needs a long term plan.
Neitzke said we keep losing people because of the flooded course.  When our golf course is not playable our revenue goes to zero and our expenses go up 30% because we have to get the water off the course.  We need a little help to get over the hump and after that we will be a viable course.

Strege said his mind is some what changed after the presentation today.  He is thinking maybe a temporary solution and a trial period where by if we go with the operational subsidy now to get the bubble of financial problems out of the way this would free up operational revenue.  And then providing a subsidy for the loans and do this for one year and revisit this issue in one year and see where we are.  He isn’t totally convinced about the ad hoc committee. 
Sturdevant said he thinks that is the reason why the development team brought that up.  He said we would need to revisit is sooner than the end of the year, before the budget is put in place.
Arden Anderson said one thing that we really would like from the city, is for city hall to be a repository of our documents.  Documents such as leases have gotten forgotten or lost when coming to meetings.  He would like the city to let the golf board meet at City Hall as well.  Alisa said after speaking with citizens there are obstacles to be overcome and having the meetings at city hall with more public scrutiny and media may help this issue.
Sturdevant said we will be moving some of the records to the Wahpeton Community Center and there may be room for some records there.  Jane said this option would be available as this is not out of our normal scope of work.
Dale - One thing he noticed when the literature came out on the Wahpeton Community Center and he was looking at the 1.4 million and he thought we were only paying 1 million.  Is there some money that went toward the recreation center that maybe should have gone toward a more city function?  Darcie said there were three major contractors, one for HVAC, one for electrical, and one for general contractor.  Then the parking lot came in and that is what brought the total up to $1.4 million.  
Sturdevant said that this issue will be referred to Finance committee. 
Sturdevant said that this was put to a council of the whole meeting so all council members could ask and hear questions regarding the golf course.
Lies asked what the golf boards understanding of the library board model is.  Sturdevant said that the library board is a board of recommendation to the city council.  Sturdevant said the main thing the ad hoc committee was looking at was to make the employees city employees.  Hoye said the golf course would still have their own golf course board with a liaison from the city; it wasn’t to be exactly like the library board but to be kind of like the library.  Lies said the library has no authority what so ever, they only have the ability to make recommendations.  Renelle said as a member of the finance committee she would feel more comfortable if the golf board brought in a written plan so that we don’t miss anything or misunderstand anything.  
Workman said playability is a large factor to the revenue of the golf course, and will how the water gets removed off the course change if it is taken over by the city.  Hoye said if we get a lot of water today we will get rid of it in two days but before it would take four months to get the course back up and running.  Neitzke said the seven inches of rain was a test, and the water was taken off in two days and the course didn’t lose any grass.
Bohn has a question for the park board – She said Shawn said that Park Board’s across the state usually manages the golf course and how does the Park Board feel about taking over golf operations in the future. Reinke, a Park Board member, said we don’t have the finances and we don’t have the personnel.  He said yes it is recreation and maybe somehow the park board may be able to help in the future but it is now impossible.  Bohn said unlike the library we would not be able to levy mills for the golf course.  Lies said that an ordinance would have to be passed to levy mills for the golf course, but this is subject to referral. 
Hansey said that the city is in no different position than the Park Board and are just as busy and taxed.  He said he thinks the city employees have about all they can handle without taking on more golf course operations.
Priebe would like to comment on the fourth option.  She said the rec set aside would not have enough money at the end of the year to subsidize the golf course next year. This money would have to come from the economic development fund and would be replenished as tax collections occur in 2009.  Jane said this would take about six months.  
Hoye asked with the subsidiary operations model would we get $45,000 to pay for our operating loan and then we wouldn’t be able to borrow any more operating loans.  Then we would get $35,000 which would equal $80,000 and this is only a one year deal.  Darcie said if this amount is not enough we need to know that too.  
Alisa said the maintenance fund has been cleaned out, and asked how we will take care of a major issue if that would come up with the golf course.  Hoye said that we are sending out letters for donations and sending out next years memberships to pay for this year’s bills.  Lies said that the public may not want to give money to the golf course because they may feel that the city will bail out the course anyway.  Lies said the golf course should be working more on getting donations rather than getting next years memberships, as the city would be a lot happier if the golf course would pay their bills with donations rather than next years membership fees.
Dale – he said the ad hoc committee and development teams work is very impressive and the work that went into this was very thorough.
Lies said that if the golf course can be fully functional in five years, does the city really need to take the golf course over.  

Sturdevant announced that this is Glen’s last official meeting.  Sturdevant read the resolution and presented a plaque to Glen commending him on his great service to the Wahpeton City Council and Economic Development Commission.  
Motion by Bertsch, seconded by Schmidt to adjourn.   6:27 pm
_____________________________________

Mayor Sturdevant
__________________________________________

Sarah Manock City Coordinators Assistant - Minutes respectfully submitted by smm. 

