Inter-Office Memorandum

February 22, 2021
To: Pete Landrum, City Manager
Mayor Stone, Vice Mayor Adams and City Council Members

From: Bill Kucera, Financial Administrative Services Directar |
Subject: Financial Analysis — Fourth Quarter 2020

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 fourth quarter of 2020.

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 2020 amended
budget (amended means it includes additional appropriations and certified revenue approved by Council
after the initial appropriation ordinance was passed in December 2019), along with year-to-date revenues
and expenditures. I think it is important to not only compare 2020 totals to the total budget, but to compare
2020 with 2019 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 (101):

Revenues:

Property Tax Revenue: Based on the County Auditor’s conservative estimates and the collection of
delinquent taxes, the City received $1.4m or $34Kk less than last year, representing a 2.4% decrease. This
was also $11.5k less that the conservative budget amount for 2020. This was expected based on the
reduction of home values after the May 27", 2019 tornado event.

Interest Revenue: Interest revenue was $106k, which is $216.7k or 67% less than last year and only 45%
of the $235k budget. This decrease was anticipated with the potential for interest rates decreasing and the
reduction of investable fund balances (See Exhibit 4 — Investments). The steep decline in March was the
result of the Federal Reserve lowering interest rates to zero after the pandemic started. This directly resulted
in decreasing yields at Star Ohio where interest rates decreased from 2.55% in 2019 to .12% in 2020.
Attached is (Exhibit 4), which is the fourth quarter recap of all investments for your review.

Other Revenues/Transfers: Interfund transfer revenue decreased by $764k, which was the result of clearing
the “Due to Due From” from the golf course last year ($964k). During the second quarter, the $250k
advance provided to the Street Fund from the General Fund was transferred back to the General fund when
the City received the first installment of the FEMA reimbursement from the initial clean-up phase of the
Tornado event.

Interestingly enough, the Local Government Fund (LGF) allocation to the City for the fourth quarter was
$630.2k or $109.7k or 21.1% more than last year. This revenue source began increasing in July 2019 when
the State reallocated LGF funds that we directed to the “Addiction Assistance Fund”. This allocation was
no longer necessary when the pharmaceutical firms, related to the opioid crisis, settled with the State. This

has generated more than enough revenue to offset the 25% decrease in the normal LGF distribution.
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This additional distribution is set to expire June 30, 2021. Therefore, the effects of the LGF revenue will
not be felt until after the sunset of the new allocation.

Expenditures:
As noted in the year to date column of Exhibit 1, total expenditures for the General Fund were at 93%. All
divisions were within their budgets.

Police Fund (202):

Revenues:

The City received $8.2m in property taxes, which was $182.7k or 2.2% less than last year. This was also
$47.7k less than the conservative amount budgeted for 2020.

Intergovernmental Revenue: Intergovernmental revenue appears higher, because the Township payment for
$116k for the fire dispatch agreement was paid in January as opposed to being paid in December, per the
agreement.

Charges for Services: The same timing issue appeared with the $91k, School Resource Officer payment
from the school. Last year the payment was made in January and this year the payment was received in
December per the agreement.

Other Revenue: The City received the Bureau of Workers Compensation $172k payback during the third
quarter of the year. This covered the plan year 2018 and was distributed to the funds based each funds
payroll proportionate percentage to the entire City payroll. The Police fund received 51% or $88.2k of these
funds, which was deposited into Refunds & Reimbursement revenue for future use. This allocation was
applied to all the major funds that had payroll costs in 2018.

Extra Duty reimbursements also increased to $107k, which represents a $15k increase over 2019. This was
related to delayed payment by the retail establishments for services provided for Thanksgiving through
Christmas holidays, which was not paid until the first quarter of 2020. This revenue was conservatively
budgeted at $40k and 2020’s revenue significantly exceeded this budget due to increased demand for traffic
assistance at construction sites. The majority of this increased revenue is offset in the “Off Duty Trust
Account” division expenditures in overtime wages. That division experienced a corresponding expenditure
increase to $105.7k for 2020.

Expenditures:

Police Department expenditures were 72% of the 2020 budget as a result of the reimbursement of wages
and benefits related to the CARES funding. All divisions were below within this annual percentage except
for the Off Duty (Special Duty) expenditures, which was $105.7k, as noted above. The Special Duty
expenditure increase was the result of the Police force having more special duty events for retail, event
openings and providing additional security for road closures in 2020 compared to the past. Under the
current CARES criteria there was a presumption clause that indicated all costs for public safety and health
could be reimbursed with CARES funds from the beginning of the pandemic.

Another critical item that we continue to monitor is overtime and compensatory time (See Overtime and
Comp Time Analysis, Exhibit 3). Police overtime has actually decreased by $34.4k (or 8.6%) compared to
2019’s total and represents 98.7% of the annual budget. The majority of this increase over previous years
was related to special duty assignments. Much of the overtime occurred in the last quarter of the year when
the department experienced exposures (internally and externally) that resulted in quarantining and time off
related to exposures. When this occurred additional overtime had to be implemented to ensure minimum

manning of both the police force and the communications division.
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Compensatory (comp) time hours accrued increased 322 or 12.3% more when compared to the same period
in 2019 further emphasizing the impact of the pandemic and shifting schedules and coverage. Despite the
pandemic overtime and comp time were within the budget however spiked in 2020 from previous years.

Street Levy Fund:

Revenues:

The City received property taxes totaling $5.4m, which was $131k less than collected in 2019. The City
received several installments of FEMA and Ohio EMA reimbursement for expenditures related to the May
27" Tornado event. This included debris clean up, chipping and transport. Per the ORC, these funds must
be received into the FEMA fund and then transferred to the fund that generated the expenditures, in this
case the Street Levy fund. The first installments, representing 75% reimbursement from FEMA and 12.5%
from the State EMA, were received in the first half of the year. Reimbursements to date total $1.6m. These
funds were subsequently certified as revenue for this fund and the appropriate transfers were made between
the funds as noted throughout this summary.

Expenditures:

Overall, operating expenditures were 72% of the 2020 budget, a $541.2k or 8.8% decrease from 2019. This
was related to the final phase of the chipping and transporting of the debris in the first quarter of 2020. The
amounts spent on this final phase totaled $329k and was submitted to FEMA for reimbursement in March.
These funds were spent from the Street Maintenance division. It should be noted that the City was required
to budget for a “not to exceed” amount in the 2020 budget based on the request for proposal and the budget
was established at $1.5m. However, because of timing, and lack of natural disasters in other areas of the
country, the City received very favorable prices from vendors to perform this project and therefore actual
costs came in much lower than anticipated. Because of the federal and state reimbursements received in
February, the City was able to transfer the $250k advance provided by the General Fund to the Street Levy
Fund back to the General Fund, thereby increasing the overall expenditures. Furthermore, additional
residential streets were added back into the budget once the grinding and transporting was completed to
ensure the fund had the required fund balances. Several Street divisions are showing a decrease over last
year because of reduced number of winter and overtime events as noted below.

The 2020 season, the City had 14 snow/ice events (November through April) compared to 12 events in
2019. The 2020 snow events resulted in the use of 3,207 tons of salt compared to last year’s usage of 4,263
tons. This represents a decrease of 1,056 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, which filled our barn to capacity to cover future
winter events. Although there were a few less events, the storms in 2019 season were more intense and
longer.

However, there was a significant decrease use of overtime in the Street Levy Fund. Overtime was only
$74.2k, which is a $160k or 68% decrease over 2019 (See Exhibit 3). In addition, the Street Levy Fund
only utilized 50% of the budgeted overtime. If you recall, this fluctuates each year and the City budgets for
an average winter and number of events. This year the City had a relatively mild season. This is further
evidenced by the decrease in comp time totaling 2,060 hours accrued this year compared to 2,607 last year,
which represents a 547-hour or 21% decrease.

There was $2.6m budgeted for capital improvements. Of that, only $1.2m was spent. Several projects were
naturally delayed due to the pandemic and the desire to wait to determine the final cost of the clean up from
the tornado before the work was initiated. This work will be carried over to 2021.




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. This year the City received $2.7m, which is $455k more than last year because of the State
increasing the gas tax effective July 2019. Although this increase was budgeted, the effects of the State stay
at home order effective mid-March is had a significant effect on this revenue source in April and continued
throughout the remainder of the year. The City had budgeted for the increase in the 2020 budget with
approximately $218k per month. With the stay at home order and continued decrease in consumption, the
average monthly totals are $196k. Therefore, a budget shortfall of approximately $232k occurred for the
year. On a positive noted, this is a consumption tax and over the past three months there has been a gradual
increase in consumption and our revenue with taxes only 6% lower that the projections.

Expenditures:

The City budgets for an average winter event season. The City budgeted approximately $529.4k in salt
product for 2020. Based on the 2019-20 bid, the City was not required to guarantee a set purchase amount
and the price remained the same as 2018-19 cost. Although the City did purchase $132k of salt in 2020, it
was part of the carryover purchase order from 2019. Only $67k of salt was purchased this year. In addition,
this same relationship holds true for fuel purchases along with the reduction in gas prices related to COVID-
19. With the stay at home order, reduction in staffing, and low gas prices (several purchases were made for
less than $1 per gallon) these line items continue to show savings throughout the year somewhat offsetting
the negative impacts of the reduced gas taxes.

Street Capital Improvement Fund (260):

The City received the final settlement of property taxes for this levy, totaling $2.6m, which represents a
$59k or 2.2% decrease over 2019. However, revenue generated was $77.2k more than the conservative
2020 budget set by the County Auditor. There is $9.3m budgeted for capital improvements. Of that, only
$4.7m has been spent. Several projects were delayed due to the pandemic but the projects have been bid
and will be carried over to 2021.

Recreation Levy Fund (279):

The City received the final settlement of property taxes for this levy totaling $1.6m, which represents a
$389k or 32.4% increase over 2019. This is due to the increased millage from the May 2019 levy initiative
that increased the Park levy millage from .9 to 1.2 mills. Fourth of July contributions were received,
refunded and new sponsors were located to offset the cost of the 4™ City celebration. Charges for Services
revenue (park programing, senior center events, etc.) was only $251k or $217.2k less than last year as a
direct result of the pandemic response. This lost revenue was somewhat offset by the reduction of staffing
and operating costs. Recreation maintenance and programs are showing a decrease of $107k because of
the swift action taken to reduce these expenditures during the initial phase of the pandemic. Park
Maintenance and Program divisions’ expenditures are at 87% and 68% because of these reductions and
program shut downs during the stay at home order. Virtual events continued to ensure the community and
seniors were engaged during this long period of inactivity due to the pandemic.

Golf Course:

Revenues:

Golf and Pro Shop: Despite the temporary closure of the golf course for COVID-19, the golf course
rebounded. As a result, green fee revenues were $587.6k or $100.8k more than last year. The number of
rounds actually increased to 30,114, which is an increase of 4,503 rounds over 2019. The fourth quarter
accounted for 9,633, which represents 2,459 additional rounds when compared to 2019’s fourth quarter.

This was the result of mild weather and the golf season extended well into December. Because of social
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distancing and only one golfer in a cart, the course hit their golfing cart capacity. Therefore, an additional
thirty carts were leased to accommodate the increase rounds once the course was opened. In addition, cart
rental rates and green fees were adjusted to account for the increased demand for tee times and to offset the
additional cost of the carts during this social distancing requirement mandated to open the course. With the
limited golf carts, increases in cart rental fees and an one-person cart rental fees, cart fees were $267k, an
increase of $70.5k compared to last year. Due to the limited traffic in the pro shop during the year,
merchandise and special order sales were only $92.2k, which was $60.9k or 39.7% less than last year. With
the slow start to the season, and the closing of the course, seasonal pass fees were only $46.8Kk, a significant
decrease over the $59.5k last year at this time. Range revenue immediately increased once the Public Health
Department allowed the City to reopen with sales of $61.6k versus $47.9k last year.

Food and Beverage revenue was only $140.5k for the year compared to $438.5k last year. Again this was
the result of decreased events and the F&B operations being closed since the middle of March. Although
cancelations have been the norm, several events are being rescheduled for later dates. Also, room rentals
and accessory rentals were only $4.6k almost $26.8k less that last year at this time. Management continues
to follow up with the Greene County Health Director to determine how the F&B side of the business will
begin to ramp back into operations. The cart attendants were able to resume operations and the City is
selling beverages and prepackaged food to the golfers to fill some of the service gap left by the closure of
the grillroom, and cancelled weddings, and other F&B events.

Expenditures:

Operating expenditures were $414.8k less than last year and only 81% of the annual operating budget. With
the elimination of F&B activity, the corresponding costs associated with the operation decreased. Due to
the COVID-19 and the course closure, staff was reduced and in some cases furloughed in the F&B area
where services were very limited. As a result, F&B operational expenditures were at $235.7k a $336.3k
decrease over last year. This includes decreases in corresponding categories such as food items, linens, etc.
In addition, several large brunch events had to be cancelled including the popular Easter and Mother’s Day
events, which represented over 550 participants last year. The City has filed an insurance claim for the lost
revenue, which falls under the pandemic coverage. However, the covered costs are limited and are included
as part of the entire MVRMA pool verses an individual City limit. Therefore, reimbursement from this
event is limited and will be based on a percentage of claims each jurisdiction represents to the total claim,
and may take some time before any reimbursements are processed.

Despite the course closure and rainy weather in the beginning of the year, the golf course continued with
their aggressive ground maintenance program. Before the pandemic, 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, was purchased earlier this year resulting in an increase in
maintenance costs when compared to last year. With the closure of the course, the City delayed the hiring
of the full complement of seasonal employees, but were still operating with a limited staff to maintain the
course at the standards that customers have come to expect.

Overtime & Comp Time: We continue to monitor overtime and compensatory time accrued. Although in
some cases this is not controllable (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 decreased $223.6k (or approximately 32.5%) over 2019.
The City only spent 83.8% of budgeted overtime because of the Street Levy fund overtime reduction. Comp
time accruals have increased the estimated future liability to $130k, which is a decrease of $7k or 5.3%
over 2019’s year-end liability.




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 .12 (LY
2.55%) compared to 1.25% for our Public Funds account (City bank account). It should be noted that the
Star Ohio Plus returns remained relatively steady (longer duration) than Star Ohio, so $2.5m of the normal
Star Ohio funds were transferred to the Plus account. With an inverse yield curve for longer maturities, the
City has not found many opportunities to lock into longer term rates without reducing liquidity and exposing
the City to further rate risk in the future. Therefore, idle funds are residing at Star Ohio and the Public
Funds until the market rebounds. This places an inordinate amount of the City’s funds into liquid assets
when normally the City’s portfolio would be a mix of liquid and longer term 2-5 year maturities to balance
the portfolio. 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
.55%, which is well above the 12-month treasuries benchmark (.10%) as of December 31, 2020.

Summary: In summary, this was a very unusual year for the City. In dealing with the aftermath of the
tornados to managing the ever-changing mandates related to the pandemic response. Management should
be commended for their efforts for anticipating and adjusting to these changing mandates. This included
immediately recognizing the need to reduce capital spending, adjusting employee’s schedules to ensure
service delivery to residents and making tough decisions about layoffs and furloughs for the service sectors
that could not operate during the stay at home directives and subsequent restrictions. The immediate action
and constant monitoring of the pandemic requirements help reduced the overall financial impact the City
experienced during the year. In addition, the immediate and ever changing response to ensure the safety,
health and welfare of employees and residents was a testament to the City and all employees. With the
CARES funding, the City was able to use funds for PPE, payroll costs, and capital improvements that
assisted in mitigating the spread of the virus and will provide long-term benefits related to providing
touchless facilities and significant improved the air quality throughout the City facilities.

After reading this recap, should you have any questions, please feel free to call me.

Enc: Summary of Revenue and Expenditures 4th Quarter 2020 (Exhibit 1)
Property/Personal Property Tax & Local Government Fund Analysis (Exhibit 2)
Overtime/Comp Time Analysis — 4th Quarter FY 2020 Compared to 2019 (Exhibit 3)
Investment Summary — 4" Quarter FY 2020 (Exhibit 4)
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