Inter-Office Memorandum

October 24, 2019

To: Pete Landrum, City Manager

Mayor Stone, Vice Mayor Garcia and City Council Members
From: Bill Kucera, Financial Administrative Services Director;, ,;,-; /,z,'
Subject: Financial Analysis — Third Quarter 2019 £

Attached you will find a “Summary of Revenue and Expenditures” report that the Finance Department generates
quarterly to monitor the budget. This report (Exhibit 1) illustrates the revenue and the expenditures received or
incurred in the third quarter of 2019.

This high level review is designed to provide you a quick glance of the City’s revenues and expenditures to assist in
monitoring the financial condition of the City. Included with this report is the 2019 amended budget (amended means
it includes additional appropriations and certified revenue approved by Council after the initial appropriation
ordinance was passed in December 2018), along with year-to-date revenues and expenditures. I think it is important
to not only compare the 2019 totals to the total budget, but to compare 2019 with the 2018 year to date numbers.

Below I have highlighted some areas that have significant variances between either what was budgeted compared to
actual or in comparison to last year’s revenues and expenditures (See Exhibit 1). You will note that only the major
funds are depicted in this review.

General Fund:

Revenues:

Property Tax Revenue: The City received all of its property tax for the year. Based on the County Auditor’s
conservative estimates and the collection of delinquent taxes, the City received $1.43m or 9.5% more than the
budgeted amount. This amount is still $4k less than last year. It should be noted that in 2019 the County Auditor
increased its property assessment fee from .41% to .84% representing a 105% increase. This increase was noted in
all funds that have levies and is also included in the voted debt service (for the Public Services Building). Local
Government Fund revenue is $363.2k or $51.4k more than last year. This was somewhat anticipated in the budget
but revenue is exceeding even the City’s conservative revenue budget.

Interest Revenue: Year to date revenue is already $244.7k, which is $55.9k or 29.6% more than last year and has
already exceeded the budget amount of $190k by $54.6k or 29%. This was anticipated with interest rates increasing
as the budget in 2019 was increased $100k over the 2018 budget. The increase in interest is directly related to the
increasing yield, most notably in Star Ohio where the interest rate has increased to 2.25%, which is over 50 basis
points higher than this time last year. This increased revenue will slow in the fourth quarter as the City uses available
cash to pay for the tornado related expenses and interest rates began a slow decline. Attached is (Exhibit 4), which
is the third quarter recap of all investments for your review.

Other Revenues/Transfers: Refunds and Reimbursements is showing a $14k decrease from last year as a result of
the timing on the BWC billion dollar rebate. This year the rebate was not received until October.

Expenditures:

As noted in the year to date column of Exhibit 1, total expenditures for the General Fund were at 72% below the 75%
benchmark for the year. This includes a $250k “Advance Out” to the Street Fund (203) to cover a portion of the
tornado damage expenditures. All expenditures are in line with the current budget.

Police Fund:

Revenues:

The City received $8.4m in property taxes, which was $412.7k more than conservatively budgeted. This represent a
slight increase of $34k over last year’s property tax revenue.
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Charges for Services: Charges for services, which includes the Township Fire Dispatch agreement, is at $327.8k
representing a 72.4% increase over last year. The majority of the increase is the charges for the SRO’s to the
Beavercreek Schools. If you recall, the City identified an overbilling error which was corrected in 2018. The 2019
invoices now properly reflect the annual reimbursement of the services provided per our agreement. In addition, the
City received reimbursement for the extra duty assignments throughout the year including grand openings, and major
roadway projects. In particular, the Raising Cane restaurant where the City provided the service in late 2018 but the
invoice for $34.9k was not received until February 2019.

Other Revenue: Refunds and Reimbursement revenue line item was only $56.4k this year compared to $98.5k last
year. This relates to the $1 billion dollar BWC rebate. Last year the rebated was $79.5 for the Police Fund and was
received in July. This year’s rebate was $87.9k but was not received until October therefore the line item will actually
be greater than last year by $46k when comparing October year to date.

Expenditures:

Police Department expenditures were 67% of the 2019 budget. It should be noted that the department was reorganized
physically last year after the first quarter but was not implemented financially until the 2019 budget. This
reorganization made the comparables between years more difficult. Overall expenditures increased $267k or 3.8%
when compared to 2018. The majority of this increase is related to the collective bargaining agreement that was
ratified in April 2019 and was paid retroactively to January 1%,

Another critical item that we continue to monitor, especially in light of the tornado incident, is overtime and
compensatory time (See Overtime and Comp Time Analysis, Exhibit 3). Police overtime has increased by $77.1k
(or 40%) compared to last year’s total. Overtime year to date is 76.1% of the budget still very close to the 75%
benchmark for this time of the year. The City has captured overtime and comp time data related to the City’s response
to the tornado incident. The tornado related overtime was approximately $48k, which the City will submit to FEMA
for reimbursement. In addition, during this same period, compensatory (comp) time hours accrued were 2,048 or
19% more when compared to the same period last year. So despite the additional time spent on responding to the
disaster overtime and comp time are within the annual budget.

Street Levy Fund:

Revenues:

In 2019, the City received $5.5m in property taxes, which was $9k or .2% more than collected last year in the third
quarter. Last year, the City received pass through grant funds for several capital projects in the first quarter of 2018,
which did not occur this quarter, causing skewed revenue when comparing this year to last year.

Expenditures:

Overall, operating expenditures were only 66% of the 2019 budget. However, this represents a $1.2m or 33.1%
increase over last year. Again this was a direct result of the tornado incident. The City has paid $933k for the removal
of vegetation from the storm. Overtime cost of $193k to date exceeding the $100k spent at this time last year.
Overtime cost for public service for the first two pay period equated to approximately $63k. Now that the County
has been approved for public assistance, and based on the fact FEMA is allowing for reimbursement of not only
overtime but regular time for services provided after the storm, 75% of these expenses will be covered by FEMA and
we have been notified the State will contribute an additional 12.5% to offset the City’s costs.

The Street Maintenance division is showing a substantial increase $913k as a result of the contractual expenses for
removal of the vegetation after the tornado event. The Stormwater division is $76k more than last year as a result of
acquiring a new bobcat compact truck loader that was ordered in 2018 but not delivered and paid for until 2019.
Traffic Safety is showing an $87k increase over last year. This is the result of the majority of the overtime ($69k)
worked for the Tornado event was expensed through this division. Snow and Ice Control is also showing a $56k
increase over last year as a result of overtime due to employees responding to snow and ice events. Unfortunately,
many of these events were longer in duration and hit the City primarily on the weekends, Sunday or Holidays, which
resulted in overtime payments.




This year the City had 17 snow/ice events (November through April) compared to 19 events last year. This year’s
snow events resulted in the use of 4,578 tons of salt where last year’s events the City used 5,247 tons. This represents
a decrease of 669 tons of salt. If you recall the City as part of the 2018/2019 bid process had to guarantee the purchase
of 8,000 tons of salt, so our barn will be filled to capacity to cover future winter events. The department also used
2,300 gallons of brine solution for pre-treatment, which helped to reduce the salt application. Applying the brine
mixture before storms during normal work hours also helps to decrease overtime hours. Although there were a few
less events, the storms in 2018/2019 season were more intense and longer. This resulted in an increased use of
overtime in the Street Levy Fund. (See Exhibit 3). This and the tornado event produced a significant increase in
comp time being accrued. To date, the total comp time accrued was 2,028 hours compared to 940 last year, which
represents a 1,088 hours or 116% increase. This would have been far greater if the comp time threshold in the CWA
contract effective (1/1/2019) didn’t cap the total number of comp time hours that can be accrued at 56 hours.
Additionally, all balances will be paid out in December 2019.

After making some adjustments to the 203 budget (transferring projects or delaying them to fund the tornado relief
efforts, there is only $4.1m budgeted for capital improvements. Of that, only $1.8m has been spent or recorded in the
third quarter of 2019.

Keep in mind, the fund balance requirement for the Street levy fund has been reduced to 15% to accommodate the
payment of tornado expenditures in anticipation of reimbursement of 87.5% of these expenses off into the future. At
that time, capital equipment and improvements will be reviewed and reentered into the capital plans.

Street Maintenance (204) & State Highway Fund (205):

Revenues:

The Street Maintenance Fund (Fund 204) receives the majority of its funding from gasoline taxes and license fees.
To date the City received $1.5m, which is $69k or 4.9% increase over last year. This is the direct result of the State
increasing the gas tax by 10.5 cents for gasoline and 19 cents for diesel effective July 1*. The City distribution
increased approximately $82.7k per month.  On the negative side, different government jurisdictions have hired a
consultant to complete audits on these two revenue sources and have discovered that licenses have been paid to the
wrong jurisdiction. These audits identified and corrected errors and over the last year or so the City has received
notification of revenue that was miscoded by the DMV. This has had an impact on the revenue generated in these
two categories. The consultant was hired to complete this project for the City several years ago and they did find
several accounts that were miscoded and subsequently the City changed the records, which increased our revenue in
this category.

The collaborative effort to provide gas and diesel fuel along with a updated thirteen cent per gallon administrative
charge with the Township is functioning efficiently and has proven to be mutually beneficial for both entities. To
date, the City has received ten payments totaling approximately $89.7k for the year.

Expenditures:

The City budgets for an average winter event season. The City this year budgeted approximately $706k in salt product
for 2019. Based on the 2018 bid, the City was required to purchase 8,000 tons of salt at a price of $88.23. This
represented an increase of $39.91 or 82.5% per ton more than the 2018 pricing. Although the City was required to
purchase 8k tons. With the salt barn full, the City was able to sell 1,400 tons of salt to the County for $125.3k. This
resulted in savings for the County as the City’s price per ton was lower than Greene County, which allowed us to
complete our contract without having to pay storage fees. In addition, this same relationship holds true for fuel
purchases. With the increase in events (especially the tornado, when the City provided fuel to all mutual aid
community equipment) fuel costs increased substantially.

Street Capital Improvement Fund (260);

The City received the third half settlement of property taxes for this levy, totaling $2.7m, which represents $6.4k or
a .2% increase over 2018 but $136k more than conservative budget. Expenditures in the third quarter mostly relate
to the carryover of projects and payments from the 2018 capital improvement program as the 2019 projects are being
bid and will be implemented more heavily in the third quarter of 2019.




Recreation Levy Fund (279):

The City received all of the property taxes for this levy totaling $1.2m, which represents a $3k or .3% increase over
2018. Fourth of July contributions were at $31.3k, which is $6.4k more than last year. All Park and Senior Center
divisions’ expenditures are at 69%, well below the 75% third quarter benchmark.

Golf Course:

Revenues:

Golf and Pro Shop: With a warm start to the season (which allowed play in January) and the good weather throughout
the second and third quarters, the golf course experienced strong sales and revenue numbers. As a result, the number
of golf rounds totaled 22,266, which was $2.9k more than last year, a 15% increase. Green fee revenues were
$428.7k or $55.6k more than last year. With the increased activity at the golf course, virtually all sales and services
areas have shown an increase. Merchandise and special order sales are at $125.5k, $24.3k more than last year
representing a 24% increase. The majority of these sales are special order sales, which have a slightly higher mark-
up. With a new promotional emphasis on all-inclusive calendar passes, seasonal pass fees are at $57k, a significant
increase over the $41.9k last year at this time and 76% of the budget. However, with the emphasis on calendar passes
and prorating some pass that were purchased early last year, the seasonal pass fees may have a tough time reaching
the $75k budget. Range revenue at $44.3k also showed a 48% increase over last year.

Food and Beverage year to date revenue was $377.3k compared to $346.3k last year, an increase of $31k or 8.9%.
This was the result of strong bookings for events and small weddings. The course did book three weddings this year
as a result of staff attending the January and February bridal shows bringing the total booked to 19, just one shy of
the 20 wedding event goal. Also, room rentals and accessory rentals were higher this year. The golf course has
restructured their menus and pricing to make events more profitable, while maintaining quality and providing an
excellent setting for current and future events.

The golf course also was impacted by the tornado event. The day after the course was closed for clearing and the
course lost one outing because of the tragedy. The City does have business continuation coverage through MVRMA
and filed a claim and did receive reimbursement of $10.5k for the lost revenue.

Expenditures:

While golf course activity and revenue increased, operating expenditures were only $15.5k more than last year. The
majority of the increase was related to having a full time golf course Assistant Superintendent this year while the
position was unfilled last year at this time. Golf Operations expenditures increased $20.8k over last year. The
majority of this was the result of increased merchandise sales as noted above. Cost of Goods have increased only
$8.6k with sales increasing $24.3k. In order to control cost they have reduced the number of vendors and inventory
at the pro shop and are continuing to place more emphasis on special orders, which as noted above generates a higher
profit margin.

With the increase in F&B activity, the corresponding costs associated with the operation actually decreased.
Emphasis was placed this year in controlling costs of major expenditures. The menu has been restructured and with
spot quotes on food from suppliers the division was able to reduce food item costs by $17k when compared to last
year. Also, the division secured a new laundry and linen vendor, which will further control and reduced this highly
variable expenditure by over $10k compared to last year. This along with controlling part time salaries and overtime
has F&B operational expenditures at $433.1k a $36.7k decrease over last year. F&B also scheduled five “Party on
the Patio” events, and six brunch dates in 2019. Both the Easter Brunch and Mother’s Day brunch was full with over
350 and 395 reservations respectively. The course ventured into a new event and hosted four trivia nights designed
to increase the course F&B exposure and provide an alternative revenue source.

This year, the golf course continued with their aggressive ground maintenance program. During the third quarter,
additional resources were spent clearing underbrush and honeysuckle to allow additional aeration to the fairways and
greens. Fertilizer, a main expense for the maintenance department, increased to $87.7k a $5.6k increase over previous
years as the result of increased cost for the product. The golf course is working on some capital improvements to
improve the aging ecstatic’s of the clubhouse. Also, two roofs were damaged as a result of the tornado (training




building and the maintenance building). Both were covered by the City’s property insurance. All other operating
expenditures are in line.

Overtime & Comp Time: We continue to monitor overtime and compensatory time accrued. Although in some
cases this is not controllable (tornado events, snow events, employee injuries, city sponsored events), other times,
overtime can be somewhat maintained through proper planning. The attached Overtime and Comp Time Analysis
(Exhibit 3) shows that overtime citywide has significantly increased due to the tornado response. Overtime was at
$330.9k or approximately 51.4% over last year’s third quarter. It should be noted that despite the increase from the
tornado many of the snow events, tornado response and city sponsored events occurred on Sunday or Holidays
creating additional overtime costs. The City has spent 92.3% of the budget to date. As noted above up to 87.5% of
the costs associated with the tornado response can be claimed for public assistance. Comp time accrued in 2019 was
4,695 hours, a 61.4% increase over last year. The majority of these hours were related to the tornado response and
snow and ice events that occurred. It is interesting to note, limiting public service employees accrual per the new
CWA agreement, and despite the tornado event, the comp time liability increased only to $138.2k, which is an
increase of $9.5k or 7.4% over last year third quarter liability of $128.7Kk.

Investments: (Exhibit 4)

As you can tell by the “Month End Investment Balances” report, there are significant fluctuations in the amount of
funds available for investments. The Finance Department immediately transfers property tax funds to the Star Ohio
fund to increase short term interest. The returns with Star Ohio are currently 2.25% compared to 1.25% for our Public
Funds account (City bank account). It should be noted that the Star Ohio and Star Ohio Plus funds are beginning to
separate slightly related to the duration of the investments. Therefore the majority of our funds were placed in Star
Ohio which is 13 basis points higher than Star Plus. The City moved a substantial amount of idle funds to that
investment option to increase the City return on these funds. To provide a further breakdown of the investment
strategy, a “Portfolio” report was generated to summarize the different facets of the investment portfolio. Overall,
the City’s return on investments is 2.13%, which is now the same as the Federal Reserve rate, but 41 basis points
higher than the 12 month treasuries. With the inverted rate curve, the City has elected to maintain the funds in Star
Ohio and not place any funds in longer term maturities as current agency bonds and certificates of deposit mature to
continue to achieve the highest return on the City’s investable cash. This is also critical for our cash flow projections
as tornado related expenditures will be paid currently and reimbursements from FEMA and Ohio EMA will not be
received for many months or years.

Summary: In summary, all major City funds operated within the 2019 budget unless noted above. After reading this
recap, should you have any questions, please feel free to call me.

Enc:  Summary of Revenue and Expenditures 3rd Quarter 2019 (Exhibit 1)
Property/Personal Property Tax & Local Government Fund Analysis (Exhibit 2)
Overtime/Comp Time Analysis — 3rd Quarter FY 2019 Compared to 2018 (Exhibit 3)
Investiment Summary — 3rd Quarter FY 2019 (Exhibit 4)
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Fund/Dept/Division

Planning & Zoning
Bldg. Facilities Maint.
Cemetery Maint.

General Fund Total

Police

Support Services
Special Services
Operations
Special Duty

Bldg Maintenance

Police Fund Total

Street Levy Fund
Engineering

Street Inspections
Administration

Bldg Facilites Maint.
Street Maintenance
Snow & lce Removal
Weed & Grass Control
Vehicle & Equipment
Traffic Safety

Storm Water

Street Levy Total
State Highway

Park Levy

Parks Maintenance
Rotary Park

Senior Center

Park Levy Totals

Golf Course
Operations
Food & Beverage
Maintenance

Golf Course Totals

Year End Totals

City of Beavercreek

Overtime/Comp. Analysis - 3rd Quarter 2019 Compared to 3rd Quarter 2018

Div.#
161

3250
3750

2210
2510
2610
2615
3250

1710
1720
3110
3250
3320
3340
3360
3410
3510
3610

1110

3720
3729
3852

4720
4730
4740

Exhibit 3

2019 % of Total
2019 2018 $ Change Y% Change Budget Budget Spent
$ 220 $ - $ 220 100.0% $ 615 35.7%
$ - $ 705 § (705) (100.0%) $ 500 -100.0%
$ 2412 § 1,675 § 737 44 0% 3 2,500 96.5%
$ 2631 $ 2,380 $ 251 10.6% $ 3,615 72.8%
$ 40913 $ 37,086 $ 3,828 10.3% $ 40,000 102.3%
$ 17693 $ 20432 § (2,739)  (13.4%) $ 35,000 50.6%
$ 177,983 $ 127,138 $ 50,845 40.0% $ 250,000 71.2%
$ 33593 % 8,220 $ 25,372 308.6% $ 30,000 112.0%
$ - $ 176 § (176) (100.0%) $ 100 -100.0%
$ 270,182 $ 193,052 $ 77,130 40.0% $ 355,100 76.1%
$ 321§ 209 $ 112 0.0% $ - 100.0%
$ - $ - $ - 0.0% $ 1,000 0.0%
$ - 3 76 3 (76) (100.0%) % - -100.0%
$ 1,730 $ 1,231 § 499 40.5% $ 1,000 173.0%
$ 16955 $ 11,721  $ 5,233 44.6% $ 23,000 73.7%
$ 98490 $ 65000 $ 33490 51.5% $ 100,000 98.5%
$ 1,954 $ 35632 § (1,578)  (44.7%) $ 515 379.4%
$ 279 $ 4,058 $ (1,262) (31.1%) $ 10,000 28.0%
$ 6903 § 12,597 $ 56,438 448.0% $ 20,000 345.2%
$ 2,148 § 1,826 § 323 17.7% $ 2,000 107.4%
$ 193,108 $ 100,042 $ 93,067 93.0% $ 157,515 122.6%
$ 2,107 $ 175 $ 1,933 1104.9% $ 2,000 105.4%
$ 25007 $ 25518 $§ (511) (2.0%) $ 15,000 166.7%
$ 7277 $ 6,471 $ 806 12.5% $ 5,000 145.5%
$ 184 §$ 684 $ (500) (73.1%) $ 1,000 18.4%
$ 32468 $ 32673 $ (205) (0.6%) $ 21,000 154.6%
$ - $ 163 $ (153) 0.0% $ 250 -100.0%
$ 408 $ 2015 §$ (1,609)  100.0% $ 3,000 13.5%
$ 145 % 370 § (225) 0.0% $ 800 18.1%
$ 550 $ 2,537 § (1,987)  100.0% $ 3,800 14.5%
$ 501,047 $ 330,859 $ 170,189 51.4% $ - 543,030 92.3%
Thkkkkhhkhkkdkhkhhkkkihkkkik kA hkkkkkhkkk] KRRERXRKERRRRRRKRRRE FRRRRRRTRRThhkhk kR kkkkkiikkkrkkkkkkkikkhkikkk kkkkkhhhhkhhhhkkhkhkhhhhkhkk
Used YTD 9-30 Balance as of 9-30 Liab 9-30-19

Comp Time Hours
Analysis
Parks/Eng/Planning
Police

Public Service

Totals

Accrued YTD 9-30

2019 2018 2019 2018 2019 2018 OfS Balance
619 249 369 228 267 165 $ 6,523
2,048 1,721 2,053 1,795 2,931 2,744 $ 114,739
2,028 940 1.421 978 668 647 $ 16,967
4,695 2,910 3,843 3,001 3,866 3,556 138,228
61.4% 28.1% 8.7% 1.3%

% Difference 2019 to 2018

10/29/2019 3:46 PM
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