REGULAR CITY COUNCIL MEETING
May 8, 2007

The Regular City Council Meeting was called to order by Mayor Muschell in the Council Chambers
in the City Hall at 7:00 p.m. The proceedings were as follows:

Present: Council Members Riddle, McCauslin, Charboneau, Muschell, Boardman, Tebo and Lepp
Councilwoman Riddle led the Pledge of Allegiance to the Flag.

Approval of Agenda and Receive and File all Communications

Mayor Muschell indicated there are no additions to the agenda; however, there is a replacement under
9.A. Bills and Disbursements. City Manager McNeil referred to information he distributed tonight
that he would like to comment on under City Manager’s Report.

Councilman McCauslin moved to approve the agenda as presented and receive and file all
communications. Seconded by Councilman Tebo. Motion carried unanimously.

Correction and Approval of Prior Meeting Minutes

e Regular City Council Meeting — April 24, 2007
Councilman Boardman moved to approve the minutes of the April 24, 2007 Regular City Council
Meeting as presented. Seconded by Councilman McCauslin. Motion carried unanimously.

Public Comments
Public comment portion of the meeting opened by Mayor Muschell.

There were none.
Public comment portion of the meeting closed by Mayor Muschell.

Communications and Petitions
e Request from City of Cheboygan Downtown Development Authority and Downtown

Cheboygan Steering Committee to hold Downtown Blues Festival in the Parking Lot of

Citizens National Bank on August 18, 2007 from 3:00 p.m. to 10:00 p.m.
City Manager McNeil noted that Ms. Kirsten Guenther, Downtown Enhancement Administrator is
available to provide a brief report. Ms. Guenther requested permission to hold the third annual
Downtown Blues Festival on August 18, 2007. She referred to the map of the area for the festival,
noting that arrangements will be the same as the previous two years. Councilman Tebo asked if
alcoholic beverages will be served. Ms. Guenther indicated that is correct. Councilman Tebo
commented that although he is in favor of the Blues Festival, he feels it is not appropriate for alcohol
to be served at a City-sponsored event. City Manager McNeil stated that the main motivation for the
event is to generate revenues and without that, the DDA will need to go back and take a look at what
they can and cannot do with regard to that project and what other funds they may have to appropriate.
Councilwoman Riddle asked how this has been addressed in previous years to make the event safe
with the addition of the alcohol. Ms. Guenther explained that a liquor license is required and that
security personnel monitor the roped off area where the alcohol is served and that the Department of
Public Safety is also available. She commented that there has not been a problem in the past, adding
that the event ends early in the evening. Councilwoman Lepp asked who serves the alcohol. Ms.
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Guenther explained that various volunteers through the DDA and Steering Committee serve the
beverages.

Councilman Charboneau moved to approve the request from the City of Cheboygan Downtown
Development Authority and Downtown Cheboygan Steering Committee to hold Downtown Blues
Festival in the Parking Lot of Citizens National Bank on August 18, 2007 from 3:00 p.m. to 10:00
p.m. Seconded by Councilman Boardman.

Yes votes: Council Members Charboneau, Lepp, McCauslin, Muschell, Riddle and Boardman
No votes: Councilman Tebo

Motion carried.

e Request from the Cheboygan County Veterans
Parade on Monday, May 28, 2007
Councilman McCauslin moved to approve the request from the Cheboygan County Veterans’ Groups
to hold the annual Memorial Day Parade on Monday, May 28, 2007 beginning at approximately
10:45 a.m.. Seconded by Councilwoman Lepp. Motion carried unanimously.

Reading of Ordinances
e FirstReading—An Or dinance to Amend Section 152. 1

Provisions Applicable to All Signs, of the Cheboygan City Code by Deleting said Section

and Adding a New Section 152.15(1)(6) which shall Provide for and Regulate Non-

Accessory Signs within the City of Cheboygan
City Manager McNeil stated this is an amendment to the Sign Ordinance which he believes provides
by Ordinance what Council’s intent was by approving the signage for First Federal in advertising the
financing of the Lincoln Avenue Bridge. He explained that this pertains to the section of the
Ordinance with regard to non-accessory signs, which are signs that are not on the property where the
business is located that is being advertised. City Manager McNeil commented that previously, there
was a very narrow allowance where non-accessory signs were only allowed in industrial districts and
this would add another exception or allowance for the use of non-accessory signs in the language as
follows: “Signs which advertise a financial institution’s providing of financing for a public
institution infrastructure project at the project site, with total signage not exceeding 25 square feet
and displayed only during the duration of the project.” City Manager McNeil noted that he believes
this amendment implements according to local law the intent of Council. He added that if this
language meets with Council’s approval, a public hearing could be set for June 12, 2007 for formal
consideration.

Councilwoman Riddle moved to schedule a Public Hearing for June 12, 2007 at 7:00 p.m. for
Consideration of an Ordinance to Amend Section 152.15(1)(6) of “Sign Regulations”, Provisions
Applicable to All Signs, of the Cheboygan City Code by Deleting said Section and Adding a New
Section 152.15(1)(6) which shall Provide for and Regulate Non-Accessory Signs within the City of
Cheboygan. Seconded by Councilman Charboneau. Motion carried unanimously.

Councilwoman Riddle questioned if the memorial to Judge Joanna Neal will be placed back in its
original location when construction of the Lincoln Avenue Bridge is completed and if the tree that
was removed will also be replaced. City Manager McNeil explained that a limited landscaping plan
is included with the project which is in the Plan Documents. Councilwoman Riddle also questioned
the landscaping reconstruction plans for the area near the Lincoln Acres Condominiums. City
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Manager McNeil stated that a temporary construction easement was gained from the Lincoln Acres
Condominium Association and within the easement agreement are restoration assurances.

Bills and Disbursements

¢ Bills and Disbursements for the Month of April 2007
Mayor Muschell noted the corrected copy of the Bills and Disbursements for the Month of April
2007, commenting that the corrections and revised total are noted in blue.

Councilwoman Riddle moved to approve the bills and disbursements for the month of April 2007 in
the amount of $489,903.53. Seconded by Councilman Boardman. Motion carried unanimously.

Boards and Commission Reports

e Regular Downtown Development Authority Board of Directors Meeting —May 1, 2007

Discussion —re: Footbridge Informational Meeting

City Manager McNeil stated that at this meeting, the DDA Board reviewed an updated cash flow and
the preliminary budget for the upcoming fiscal year. Additionally, the DDA approved the
expenditure for the Downtown Foot Patrol Officer and discussed Council’s recommendation relative
to an informational meeting with regard to the footbridge. City Manager McNeil commented that his
summation of the DDA Board in this regard is that they would prefer that an informational type
meeting be set up and that no formal meeting of the DDA Board or City Council take place, although
the DDA will participate in any way the City Council would like. Mayor Muschell noted it was his
understanding that the DDA Board would prefer an informational rather than formal meeting. City
Manager McNeil stated that he believes that can take place as long as there is no deliberation toward
a decision, although he would highly recommend that a quorum of either the City Council or DDA
Board not be present. Additionally, if Council chooses the informational, non-formal meeting
option, then he would like to verify that with the City Attorney. Councilwoman Riddle asked if there
would be certain individuals available during the informational meeting to address questions and with
regard to the quorum, if it would be appropriate for the rest of the members of Council to merely be
in the audience and not participate with the question and answer session. City Manager McNeil
replied that his initial opinion is that it would be acceptable; however, he would like to verify that
with the City Attorney, who may defer the matter to the Michigan Municipal League. He explained
that the format which was discussed with the DDA Board is that he would provide a presentation
with regard to financing of the footbridge by the Downtown Development Authority and how that
works, and possibly Vice Chairman Lindsay would explain the reasons behind the decision to pursue
grants and construct the footbridge, then the session would be opened for questions. City Manager
McNeil commented that an option of using the Opera House was discussed although Council
Chambers would probably facilitate the number of people that would likely attend. Councilwoman
Riddle noted that two or three Council members and several DDA Board members would be a good
combination of representatives to answer questions. It was the consensus of Council that City
Manager McNeil would research the matter further and report back to Council at the next meeting.

Resolutions

e Consideration of Resolution — The State Budget Crisis
Mayor Muschell read the City Council Resolution — The State Budget Crisis. City Manager McNeil
noted that the language from this resolution originated from the Michigan Municipal League and they
are requesting its adoption from all the member cities and villages.
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Councilman McCauslin moved to adopt the resolution “The State Budget Crisis” and to forward the
same to Representative Elsenheimer, Senator Allen, Governor Granholm, and the Michigan
Municipal League. Seconded by Councilwoman Lepp. Motion carried unanimously.

e Consideration of Bid Resolution —2007 Water System Improvement Revenue Bonds
City Manager McNeil stated that the Resolution acknowledges the receipt of two bids for the water
system improvement revenue bonds in order to produce the funding necessary to match the grant the
City received that will be facilitating the installation of the 2007 water main replacement project. He
noted that First Federal of Northern Michigan provided the lowest bid at an average interest rate of
4.436% and the Resolution attached will approve the acceptance of that bid. City Manager McNeil
commented that the bids were very close on the $550,000.00 bond issue.

Councilman Tebo moved to adopt the Bid Resolution — 2007 Water System Improvement Revenue
Bonds in the approximate sum of $550,000.00 as presented. Seconded by Councilwoman Lepp.
Motion carried unanimously.

e Consideration of Resolution Appointing Bond Registrar-Paying Agent for the 2007
Water System Improvement Revenue Bonds
City Manager McNeil stated that in conjunction with the bonds, as the Resolution indicates, the
appointment of a bond registrar-paying agent is required, which is basically a record keeper and
agency to handle all the principal and interest payments and make disbursements to the bond holders.

Councilwoman Lepp moved to adopt the Resolution Appointing Bond Registrar-Paying Agent for the
2007 Water System Improvement Revenue Bonds. Seconded by Councilman McCauslin. Motion
carried unanimously.

e Consideration of Resolution in Support of GEFS Marine Terminal Property Sale
City Manager McNeil explained that as requested by GEFS Marine Terminal partners and direction
from Council to form a resolution, this proposed Resolution appears before Council for formal
approval. He noted that he believes he has taken the contents of the proposed letter as reviewed by
Council and interjected the language into resolution form.

Councilman McCauslin moved to adopt the Resolution in support of GEFS Marine Terminal property
sale. Seconded by Councilwoman Lepp. Motion carried unanimously.

Councilwoman Riddle questioned the beach area near the GEFS Marine Terminal property as well as
the Crib Light area. City Manager McNeil explained that the subject parcel does not have any Huron
Street frontage, and that beach area that extends from Gordon Turner Park to the break wall is all
currently controlled by the DNR and is part of the property leased from the DNR for the Crib Light.

General Business
e Consideration of Reappointment of David Kronberg, Jim Maynard and Michael
VanFleet to the City of Cheboygan Planning Commission, with Terms to Expire May 10,
2010
Councilwoman Riddle moved to reappoint David Kronberg, Jim Maynard and Michael VanFleet to
the City of Cheboygan Planning Commission, with terms to expire on May 10, 2010. Seconded by
Councilman Charboneau. Motion carried unanimously.
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e Consideration of 2006/2007 Third Quarter Budget Revision
City Manager McNeil stated that there are a few changes being proposed for the third quarter,
explaining that expectations of State shared revenues have again been reduced as the experience in
the third quarter lags behind that of the previous year. Additionally, he expects this is reflective of
the State budget crisis and that sales tax is simply not generating the level of revenues as in the past
and that the formulas where shared revenues are distributed to cities and villages may be down as
well. As a result, revenue has been reduced by approximately $30,000 reflective of the City’s
experience through the third quarter although fortunately that loss has been off-set by the non-
replacement of the DPW position and the reduced payroll levels with regard to public safety,
specifically with the Fire Department. City Manager McNeil stated that the electrical utility charges
have increased about 14% but fortunately, the utility expense is not up that much because the higher
charges from last year are being off-set by the energy reduction program that was put into place. He
added that expected revenues regarding water and wastewater have been reduced, explaining that an
increase in revenue over last year was anticipated but the experience over the third quarter is not
reflecting that. City Manager McNeil commented that otherwise, revenue and expenses remain as
originally projected and budgeted.

Councilman McCauslin moved to adopt the 2006/2007 Third Quarter Budget Revision as presented.
Seconded by Councilman Tebo. Motion carried unanimously.

e Consideration to Rescind Vote of Approval of Video Franchise Agreement
City Manager McNeil stated that after the last meeting and the approval of the City Council on the
Video Franchise Agreement as submitted by Charter Communication, he and Clerk/Treasurer
Kwiatkowski further discussed the matter with the City Attorney. As a result, a recommendation is
being made that Council rescind its vote of approval of the Video Franchise Agreement. City
Manager McNeil noted that based on discussions with Michigan Municipal League officials, and the
somewhat uncertain nature of how this legislation will shake out as well as what administrative
changes may take place in the future, it may be advisable that the record reflect that Council take no
action on the Agreement. He explained that the current statute language provides that the agreement
be deemed approved if no action is taken within thirty days. He added that if no formal approval of
the City Council is on record, that may allow the City an opportunity to take advantage of any
changes in legislation or possibly some changes in administrative regulations that may occur in the
future. As Council considered approval of the Agreement without any changes, it is felt that the best
course of action is to rescind the vote, take no action, and allow the Agreement to be deemed
approved based on the statute. Councilwoman Riddle explained that part of the reason she made the
motion to approve the Franchise Agreement as presented is so that the City Council did not appear to
be forming any type of partnership with Charter Communication. She added that she is willing to
withdraw that motion if in the same regard that in taking no action, it still becomes relative that the
City has no partnership with Charter Communication. City Manager McNeil stated that comments
of that nature is what started him thinking more about this whole situation in that the City may not
want to officially be part of the Agreement and that rescinding the vote and voting to take no action
clarifies that Council is not providing their approval of the Franchise Agreement.

Councilwoman Riddle moved to rescind the vote of approval of the Video Franchise Agreement at
the April 24, 2007 Regular City Council Meeting and take no other action. Seconded by Councilman
Tebo. Motion carried unanimously.
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e Consideration of Recommendations from the Budget Review Committee
Councilman McCauslin stated that the Budget Review Committee was comprised of himself,
Councilwoman Lepp, Councilman Tebo, City Manager McNeil, Chief Jones, Clerk/Treasurer
Kwiatkowski and DPW Superintendent LaCross. He commented that subject to the recommendation
pursuant to City Council direction, the Committee has identified actions recommended to somewhat
stabilize the budget at this point in time. Councilman McCauslin noted that the Operating Fund
projection presented by City Manager McNeil at the Special City Council meeting in February
established that the Budget Review Committee needed to review this project and make
recommendations. He noted that the recommendations are as follows: The City should place a full
operation millage reinstatement request on the ballot for a November 2007 election. Councilman
McCauslin explained that with the Headley Amendment and Proposition A over the past few years,
the operating millage has been slowly trickling back and the City is not capturing the 15 mill
operating millage at this time. By placing the operating millage reinstatement on the ballot, the City
would reinstate the operating millage to the full 15 mills. Councilman McCauslin stated that should
the voters not approve the millage reinstatement request or if Council by vote chooses not to place the
issues on the ballot, the following expense reductions need to be put into effect in order to trim the
budget down to a manageable level: Do not fill the current vacant DPW position; reduce the animal
control appropriation based on an average per capita contribution equal to the townships within the
County; elimination of the planned purchase of a fire truck in 2008/2009; closure of the Recreation
Center and elimination of evening and weekend recreation programs; elimination of the contribution
to Opera House operations; and elimination of the fireworks expense. Councilman McCauslin stated
that the State of Michigan budget is projected to continue to experience deficits which will likely
result in the continued reduction in State shared revenue to the City. In anticipation of that
possibility, the Committee also recommends that additional consideration of the reduction or
elimination of the retiree health benefit be conducted. He noted that this is to ensure that no current
employees are laid off and further hamper the infrastructure and support of the City. Councilman
McCauslin stated that the Committee recommends that the current cash balance of the General Fund
be retained in full in the event future supplements are required. He added that it is also noted that
collective bargaining with AFSCME Local #1325 will take place this year and that the financial
condition of the City must be kept in mind during this process. City Manager McNeil stated that if it
were not for the reductions in State revenue sharing, the City would be in a much more manageable
situation. Mayor Muschell commented that there are some communities considering the Headley
rollback every year by asking for the total millage. City Manager McNeil commented on the need to
prepare the budget for the next year and requested that Council take some type of action in the near
future with regard to these recommendations.

Councilman Tebo moved to approve the recommendation of the Budget Review Committee to place
a full operation millage reinstatement request on the ballot for a November 2007 election. Seconded
by Councilwoman Lepp. Motion carried unanimously.

City Clerk’”s and Treasurer’s Comment s

There were none.
CityManager ' s Report

e 2007 Water Main Project Update
City Manager McNeil noted that he inadvertently informed Council at the last meeting that the bid
opening for the water main project was scheduled for May 3, 2007 which was actually the date for
the bid opening for the water system revenue bonds. He commented that the bid opening for the
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water main project is scheduled for May 16, 2007 and that the results of those bids should be before
Council at the next meeting. City Manager McNeil indicated that the first of June is the anticipated
date for contract signing, with construction hopefully starting shortly thereafter.

e Strategic Planning
City Manager McNeil commented that the Strategic Planning Task Force met based on the direction
of Council and is recommending that a strategic planning event take place in two half day sessions
with presentations to a larger stakeholder group, which the Task Force will identify and put together
provided Council wants to proceed. He explained that the first half day session would be to review
where we are at with the Strategic Plan and discuss what should be done with a larger group,
including the City Council, Staff, Strategic Planning Task Force members and other members of the
community. The second half day session would take place with a smaller core group of the City
Council, Staff and Strategic Planning Task Force to sort out all the information that was gathered
from the larger group and establish priorities. City Manager McNeil stated that the services of Mr.
Phil Alexander of the MSU Extension Office have been secured as facilitator and that the proposed
dates and location being recommended are the afternoons of June 27 and 28 at the Cheboygan
Memorial Hospital conference room. He noted that this information would be advertised and opened
to the public pursuant to the Open Meetings Act. City Manager McNeil stated that if Council
approves of proceeding in this manner, the Strategic Planning Task Force will formally organize the
stakeholder group that would be asked to participate on the first day of the strategic planning session
and finalize details with Mr. Alexander. He commented that he would appreciate a consensus at this
particular time if Council is willing to proceed in that manner.

Councilman Tebo moved to schedule two half day Strategic Planning sessions on the afternoons of
June 27 and 28, 2007 at the Cheboygan Memorial Hospital meeting room. Seconded by Councilman
Boardman. Motion carried unanimously.

e EPA Assessment Grant Forum
City Manager McNeil stated that a community forum will be held on Monday evening, May 14, 2007
at 7:00 p.m. to explain the EPA Assessment Grant process and that those in attendance will
ultimately separate into groups to identify potential sites that could benefit from environmental
assessments. He provided an overview of the program along with a copy of a press release that will
be distributed to all the various media.

e Water Quality Action Plan — Testing and Treatment
City Manager McNeil referred Council to the updated Water Quality Audit Plan of Action, stating
that this is provided for Council’s information. He noted that some of the different testing and
treatment methods that the City has been using based on the recommendations of the engineers has
produced mixed results. City Manager McNeil commented that many of the action plans under each
of the objectives indicate the need for additional meetings with Wade Trim Engineers to take a look
at what the City has been doing and what their recommendations are as well as possibly choosing
alternate courses of action.

Messages and Communications from Mayor and Council Members

¢ Resignation of Councilman McCauslin
Councilman McCauslin informed Council of his resignation effective May 31, 2007. He commented
on the honor of working with Council and the accomplishments that have taken place. He briefly
described his future plans and provided formal notice to Clerk/Treasurer Kwiatkowski and Council.
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Council congratulated Councilman McCauslin on his new job, indicating that he will be greatly
missed.

Closed Session

e Collective Bargaining
Councilman McCauslin moved to adjourn into closed session at 8:11 p.m. regarding collective
bargaining. Seconded by Councilman Charboneau. Motion carried unanimously.

Councilman Charboneau left the meeting at 8:12 p.m.

Councilman McCauslin moved to reconvene the Regular City Council meeting at 8:34 p.m.
Seconded by Councilman Tebo. Absent — Councilman Charboneau. Motion carried unanimously.
Absent: Councilman Charboneau

Adjournment

Councilman Tebo moved to adjourn the meeting at 8:35 p.m. Seconded by Councilwoman Lepp.
Motion carried unanimously.

Absent: Councilman Charboneau

Mayor James Muschell City Clerk Kenneth J. Kwiatkowski
Councilman Scott McCauslin Councilman Gerald R. Boardman
Councilwoman Winifred L. Riddle Councilman Charles Charboneau
Councilman Leslie A. Tebo Councilwoman Theo Lepp



