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                   FINANCE COMMITTEE MEETING
 July 17th, 2019




PRESENT:   										
Committee Chairman, Randy Quick         		
City Commissioner Wendy Davis
City Commissioner Evie McNiece
Finance Director Sheree Shore
Assistant Finance Director Toni Rhinehart
City Manager Sammy Rich

Absent:
Assistant City Manager Patrick Eidson
                                                                                    
Guests:
Matt Hill, Partner, Mauldin and Jenkins, CPA, LLC.

Chairman Quick called the meeting to order and the minutes of the June 19th, 2019 meeting were approved by common consent.

Review of 2018 Audit and Comprehensive Annual Financial Report (CAFR)
	Ms. Shore introduced Mr. Hill to the committee, noting he would review the audit and CAFR for 2018 and that a representative from Mauldin and Jenkins would be present at the City Commission meeting Monday night to briefly do this presentation as well.  Ms. Shore then gave Mr. Hill the floor for the discussion.
Mr. Hill thanked the committee for allowing M/J to be able to perform the audit and briefly informed the committee that the 2018 audit went smoothly and there were no problems or issues with the audit.  There were also no “findings” within the audit and a clean opinion was issued.   He also reminded the committee that the statements were actually management’s responsibility and that M/J only offers an opinion as to their material correctness.  They also looked at the internal controls as part of the audit process and did not have any findings within those as well.  He did explain that the City participates in the GFOA Certificate of Achievement Award program and with that includes many parts of the CAFR that go above and beyond what is actually required for normal financial reporting and state compliance.  The City received the Certificate for the 2017 submission and Mr. Hill did not see any reason why the 2018 submission should not receive a Certificate as well.  
	Mr. Hill then commented that he would like to just briefly review some of the highlights of the published CAFR.  He noted that the first few pages of the CAFR include the audit opinion and other introductory data.  On page 4 as he commented was the Management’s Discussion and Analysis (MD&A).  If you didn’t read anything else in the CAFR, these pages are a summary of not only the material financial data, but the why of behind the financial changes.  It is a very good synopsis of the entire City’s financial health for the year written by and from the perspective of management.
He next directed the committee to page 24 which is the Statement of Net Position for the City as a whole.  This is basically a balance sheet for the City entity wide.  It is divided into information for Governmental Activities and Business Type Activities.  This statement is on the full accrual basis and includes things like Capital Assets and Debt that you may not always see at the normal monthly fund level perspective.  He noted that Capital Assets for the City, net of depreciation are over $334 million.  Also included are debt liabilities, which are not normally seen in the governmental fund statements.  Effective in 2018, Mr. Hill noted there is now a total liability on the statement of net position for the full OPEB liability for the City.  This amount is now shown in the City’s liability section and increased it almost $17.4 million.  Although this number has already been disclosed in earlier years in the footnotes, this full amount has now flowed through the Statement of Activities and the Statement of Net Position.  Mr. Hill did also point out that because of this, the unrestricted portion of the total Net position has moved to a deficit position, but did not feel that was a concern because of the overall healthy totals for the City. Ms. Shore did just clarify that OPEB was the total of future commitments to employees for Health Insurance and Life insurance upon retirement.  (Other Post-Employment Benefits)
	Mr. Hill did just briefly review the Statement of Activities for the City describing that these statements read left to right and top to bottom.  They start with expenses and subtract offsetting program revenues to help disclose how self-sufficient these expenses are and how much tax revenue subsidies are applied.  He did note that both Governmental and Business Activities sections did see a healthy increase to Net Position for fiscal year 2018.  
	The next section is back at the fund level statements and Mr. Hill did discuss the General Fund Fund Balance.  The General fund has an unrestricted and unassigned balance of $19,332,411.  Compared to total applicable expenses, this is about 8-9 months coverage.  He noted that GFOA recommends a minimum of 2-3 months but he does like to see above that 6 month threshold.  Ms. Shore commented that because the City pre-funds the School Board’s payments, it has been helpful to have a higher fund balance because although the City still exhausts its cash reserves to fund the school board, it has not had to borrow TAN monies in the last two years.  Mr. Hill commented that there is always the discussion about how much fund balance is enough or too much, but felt that the City was in a good financial place with its current levels.  For 2018 the General Fund had a healthy increase to fund balance of $1,733,790.
	Mr. Hill next directed the committee to the Proprietary funds statements, mainly to review the Water/Sewer numbers as they are by far the largest of the funds.  Enterprise funds as we normally refer to them are usually funds where the main purpose is to be self-sufficient with user fee or charges.  The Water/Sewer fund had a healthy increase to Net Position for 2018 of $5,132,775.  Mr. Hill also discussed the cash flows statements for the fund because he thinks the analysis of showing that the fund is sufficiently covering its operating activities is very important in enterprise funds.  The Water/Sewer fund had a net increase to cash for the year of $2,346,772.

	Mr. Hill next reviewed the City-wide debt summary on page 71 in the Notes.  This is a great summary of all of the debt for the City again broken down into Governmental and Business Type activities.  You can see the OPEB and Pension Liability but it also includes all Bonds, Notes or Leases Payable as well.  He did note that the City has a very low debt ratio because they don’t have the G/O debt that he often sees with other entities.  He also noted that the Business Activities bonded debt of which most of it is Water/Sewer is only about one year of expenses, which is a very manageable number.
	The Committee next looked at the Budget to Actual comparison for the General Fund.
This is a good comparison as to how final numbers for both revenues and expenses compare with the final estimated budget.  As you go through these statements, you can certainly see there are very few negative variances.  
The next page in the CAFR shows the budget to actual for the Tax Allocation District fund.  Ms. Shore just noted that we wanted to show the committee this fund because of the uniqueness of the numbers which were basically accounting for the two TAD I debt note executions. 

	Mr. Hill directed the committee to the Statistical Section of the CAFR beginning on page 130.  He explained that this information is more trends based as it presents a 10 year summary comparison.  The committee reviewed the ten year analysis for Tax revenues noting that sales taxes have actually declined over the 10 years while total tax revenues are only averaging around a 3% increase over the last 10 years.  As Ms. Shore noted, that is a really small increase average and why it has been a difficult time for budgeting.

Mr. Hill final ended with reviewing the City’s Single Audit information which is a summary of the amounts and accounting for all Federal Funding expenditures.  The City had $2,637,435 in federal fund expenditures for 2018 with over 2 million of that through the Georgia DOT for Transit.  There were no findings in those federal monies for 2018.  There was some discussion as to the impact on these funds as the City transitions out of the Tripper Service to the School Board.  

Commissioner Davis asked Mr. Hill if there were any upcoming GASB or legislative pronouncements that would be a major impact to the City.  Mr. Hill noted that the new Lease GASB standard which will be effective in a year or two will have some impact on the City as it will review all current operating leases that are expensed, and will probably have those assets/debt on the City’s books.  Ms. Shore noted that the City currently only leases copiers and golf carts so the impact should be minimal.  Another upcoming pronouncement will have a more stringent review of fiduciary monies held—but did not know if that would impact the City.

The Committee thanked Mr. Hill for his presentation and work.  He was dismissed after the presentation.  

REVIEW of JUNE 2019 FINANCIAL STATEMENTS:
	Ms. Shore was given the floor to briefly review the June, 2019 Financial Statement.  She noted that this was important as the City now sits halfway through its 2019 fiscal year.

GENERAL FUND:
· Prior year Taxes are significantly below last year due to the larger current year collections percentage in 2018.
· Title Tax Fee Revenues are below last year due to lower collection in June
· Intangible Taxes are down for the year.
· Motor Vehicle Taxes continue the decline from prior years, but actually is slightly exceeding budget.
· Local Option Sales Tax was up for the month and is above last year and year to date budget.
· Real Estate Transfer tax had a big collection month and is now above last year.
· Georgia Power franchise fee for 2018 is in and is above last year some $160,000
· Overall business licenses are tracking well above 2018 and are already over annual budget and last year’s total receipts.
· Facility rentals are back on track after last year’s renovations especially Senior Citizen Bldg.
· Police Fines were down again for the month, and last year, and are significantly below budget.
· Housing Authority PILOT is in for 2019 and is above last year and budget.
· Interest and costs continue to decline due to new legislation concerning percentages and timing.
· Rent income includes the billing for rent at the RDC.
· Interest on investments is almost double last year’s year to date revenues
· Total operating revenues are above 2018.
· Expenses are in line with budget in almost all departments.  
· Public Safety expenses are over last year but under budget YTD.
· Total Public Works division is under budget.
· The Senior Center expenses include an air conditioning replacement and new alarm/sprinkler system.
· Retirement payments reflect all other funds payments for retirement costs outside of General Fund.  All GMEBS payments must be accounted for out of General Fund. This expense is in line with budget.
· Total operating expenses are slightly above last year.

WATER & SEWER FUND:

· All revenues are right in line with last year but a little under YTD budget.  Both water and sewer usage revenues are slightly below last year.  Other operating revenues are down, and connection fees are considerably up.  
· Total operating revenues for 2019 are slightly above last year.
· Interest Income is almost double last year’s earnings.
· Total Operating Expenses are above last year but under budget.
· The large supply expense in 5610 is for the replacement of the GAC filters.  This is almost $431,000.  These were not replaced in 2018.  They are replaced every 12-18 months.
· June bond coverage rebounded and YTD coverage is strong at 1.89
· Cash balance remained about the same as last month
 

BUILDING INSPECTION:

· Revenues are up for June and the year is substantially up over 2018 with a positive increase to net position through June.  This is a very strong positive economic indicator.

TRANSIT FUND:

· Most all revenues right in line with last year.  Have submitted a couple of months operating requests but have not received payments.


TOURISM FUND:
	
· Gift Shop sales are tracking slightly above 2018 levels.  Expenses are in line with budget.


FIRE FUND:

· Expenses are slightly above last year, but the fund has a slight increase to net position through middle of the year



HOTEL/MOTEL TAX FUND:

· Hotel Motel tax revenues were up for the month and are still tracking above budget and last year.  Expenses are itemized as to the detailed tourism/promotion line item.




HEALTH INSURANCE FUND:

· Revenues are up slightly for the year.  Claims are slightly above last year but under budget.  The fund has a net increase to net position through June.


PARKING FUND:

· Parking revenues are up for the six months.  The Kiosks and LPR reader have been paid for and the City will get reimbursed from the Lease Purchase on July 1st.  Those payments will not show until later in the year.  The claims/damages amount is for the parking vehicle accident.

FORUM PARKING:

· Parking revenues are behind 2018. Expenses include the costs associated with the patrol of the deck to increase safety.

SPLOST FUND:

· April SPLOST receipts were the last receipt of the 2013 SPLOST issuance.  The new 2017 receipts are reported separately on the statement.  Commissioner Davis asked if the 2013 and 2017 SPLOST project expenses could be separated out on the statements—that would be incorporated in next month’s statements.

LANDFILL FUND:

· Fee revenue continues to be above 2018.  This is another positive economic indicator.  The large gain on the disposal of assets is for the sale of multiple pieces of equipment.

SOLID WASTE MANAGEMENT FUND:

· Revenues are slightly up due to the increase in fees.  Expenses are in line with budget.


LAND BANK AUTHORITY:

· The loss is associated with the sale of properties transferred in 2018.  

TENNIS CENTER FUND:

· Revenues and expenses are reflective of activity at both facilities.  Hotel/Motel tax revenue is through the first six months.  The Bond Issuance Costs for the debt issuance is separated.  Ms. Shore noted that just looking at true operating revenues and expenses through June—the center is actually at a break-even—after some discussion, Finance will generate a small summary analysis at the bottom of the page to help readers see this information more clearly.




CAPITAL FUND:

· Grant Revenues include the receipt of the 2019 LMIG capital money from the state.  The transfer from Tennis is the monies reimbursed from the Indoor Court Bond proceeds for expenses the fund had fronted before the debt issuance.  The expenses associated with the purchase of the vehicles for Police will be reimbursed with 2017 SPLOST monies once a few months of revenues are received.

August, 2019 Finance Committee Meeting:
	With the upcoming retirement of Ms. Shore and other planned vacations, it was discussed and decided that the August, 2019 Finance Committee meeting would be cancelled.  The committee would reconvene at its regular time in September. 


With no further discussion and no other items to review, the meeting was adjourned.


Respectfully Submitted

Sheree T. Shore
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