Inter-Office Memorandum

October 18, 2021

To: Pete Landrum, City Manager

Mayor Stone, Vice Mayor Adams and City Council Members
From: Bill Kucera, Financial Administrative Services Director@yf
Subject: Financial Analysis — Third Quarter 2021

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 2021.

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 2021 amended
budget (amended means it includes additional appropriations and certified revenue approved by Council
after the initial appropriation ordinance was passed in December 2020), along with year-to-date revenues
and expenditures. I think it is important to not only compare the 2021 totals to the total budget, but to
compare 2021 with the 2020 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 the final property tax settlement. Based on the County Auditor’s
conservative estimates and collection of delinquent taxes, the City received $1.6m or $47k more than the
budget and $205.5k more than last year representing a 14.7% increase. This is due to the County Auditor
reappraisal in 2020, which had a direct effect on this revenue source. The inside millage and Police Pension
fund receive the full benefit of the reappraisal, which is different from the fixed levies where the effective
millage rate is adjusted for each property owner to bring in the same amount of revenue. These fixed levies
(voted) reflect a slight increase this year due to new construction and collection of delinquent taxes when
comparing them to last year’s revenue.

Interest Revenue: Year to date revenue is only $23.5k, which is $74.4k or 76% less than last year and only
19% of the $125k budget. This decrease was anticipated in this years budgeted revenue with the continued
low interest rates and reduction of investable fund balances. If you recall the steep decline in March 2020
was the result of the Federal Reserve lowering interest rates to zero. This directly resulted in decreasing
yields at Star Ohio, where the interest rate decreased from .55% last year to .08% this year. Attached is
(Exhibit 4), which is the third quarter recap of all investments for your review.

Expenditures:

As noted in the year to date column of Exhibit 1, total expenditures for the General Fund were at only 63%
of the 2021 budget with 75% of the year being completed. No divisions were over the 50% benchmark, but
the capital improvements budget in the General Fund have been encumbered or redirected and the work has
not been completed and therefore have not been recognized as an expenditure as of the third quarter. Based
on the current record number of rounds at the golf course it appears the transfer for the final month from
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the General Fund may not be necessary to cover their debt service, capital and operating losses as budgeted.
(See Golf Course recap below)

Also, with the last round of Workers Compensation credits, the Bureau elected to credit the entire year of
Workers Compensation premium for 2021. This resulted in a decrease throughout the City for this
expenditure totaling approximately $200k, which is reflected in the third quarter expenditures within
divisions that have personnel costs.

Police Fund:

Revenues:

The City received approximately $8.6m in property taxes, which was $209.5k or 2.5% more than budgeted
and 4.4% more than last year. As previously noted the increase for fixed levies was approximately 3-4%
while the Police Pension fund (state provided increased 14.7% with the reappraisal).

Charges for Services is showing an increase of $34.6k over last year. This is due to the SRO payments
starting up again after they were reduced due to COVID last year. Extra Duty revenue (charged directly to
vendors — retail establishments, construction sites, etc. for police services) is at $113k, which is well over
the $40k budgeted and $35k more than last year. This was the result of many extra duty engagements in
2020 invoiced but not paid until 2021 and continued usage of the Police Department for major road
construction duties throughout the City and including the resurfacing of I-675. This increased activity also
effects expenditures as this contractual overtime and benefits is paid from the “Off Duty Trust Accounts
Division”. See below. Other revenue is showing a significant decrease, which is related to the workers

compensation credit the City received last year, which was allocated to the departments by personnel cost
in 2020.

Expenditures:

Police Department expenditures were 64% of the 2021 budget. Overall this represents an increase of $316k
or 4.3% over last year. With the exception of the Off Duty division increased activity, as described above,
the Department is operating well within the budget for the third quarter of the year.

Another critical item that we continue to monitor is overtime and compensatory time (See Overtime and
Comp Time Analysis, Exhibit 3). Police overtime increased by $13.4k (or 6%) compared to last year’s
total and only 64% of the annual budget benchmark of 75% for the third quarter of the year. However,
compensatory (comp) time hours accrued increased 746 hours or 39% more when compared to the same
period last year. Correspondingly, comp time used has increased 1,012 or 63% illustrating that the
employees are accruing and using comp time as they earn it. So overtime is lower and comp time has
increased indicating employees desire to take time off versus being paid directly or accumulating comp
time.

Street Levy Fund:

Revenues:

In 2021, the City received approximately $5.6m in property taxes, which is $178.7k (3.3%) more than
budgeted and $265k (4.9%) more than collected last year. Intergovernmental revenue was more typical
this year compared to last year when the City received the third $1.1m in Federal and state reimbursement
for the May 27" tornado event. The City is still awaiting the final distribution of donated services
reimbursement from this event. Reimbursement is predicated on the finalization of the reconstruction of
the Tobias/Zimmer barn.




Expenditures:

Overall, operating expenditures were 64% of the 2021 budget, a $151.7k or 3.4% increase from last year.
The majority of this increase related to capital projects in 2021 that included long awaited major
improvements at the public service building.

This season, the City had 23 snow/ice events (November through April) compared to 14 events last year.
This year’s snow events resulted in the use of 5,979 tons of salt compared to last year’s usage of 3,207 tons.
This represents an increase of 2,772 tons of salt. Although there were more events, especially early in the
year several snow events dropped large quantities of snow over several days late in the season. This
resulted in a significant increased use of overtime in the Street Levy Fund, which was $131.3k or 187%
more that 2020 (See Exhibit 3). This is further evidenced by the increase in comp time totaling 2,864,
doubling the amount accrued in in the same period as 2020.

There is $777k budgeted for capital improvements. Of that, only $195k or 25% has been spent or recorded
in the third quarter of 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 $1.86m, which is $103k more than last year. Consumption appears
to be returning to prepandemic levels, thus the gas tax should be stabilizing and continue to increase with
heavy traveling months in the fourth quarter. Motor vehicle license fees totaled $411k, which is almost
double of last year (+193k or 88.6%). This is the result of the City raising the motor vehicle tax by $5 in
2021. This policy decision was part of the City’s financial strategy. The funds are being used to upgrade
the street capital infrastructure. It appears based on the first half collections that license fees will exceed
the conservative budgeted amount of $470k.

Expenditures:

The City budgets for an average winter event season with an estimated 6k tons of salt to be purchased. The
City this year budgeted approximately $318.8k in salt cost for 2021. Based on the 2020-21 bid, the City’s
actual cost per ton of salt decreased to $53.14. A decrease of $35.09 or 39.8%. The City did purchased
$220k of salt in 2021. The barn currently holds 3k tons of salt. It is anticipated that the City will make a
late order to top of the inventory at the current low price structure. In addition, this same relationship holds
true for fuel purchases along with the reduction in gas prices related to COVID-19. Fuel purchases were
$274.5k or $99k (56% increase) more in this fund compared to last year which includes increased usage
but more related to the increased cost of fuel.

Gas prices continue to increase throughout the quarter and appear to be stabilizing at their seven year high.
This is having a minor impact on our fuel operating costs however; the heavy usage (winter season) is fast
approaching and will have a larger impact in this department later in the year.

Street Capital Improvement Fund (260):

The City received the final settlement of property taxes for this levy, totaling $2.67m, which represents a
$134.4k or 5.3% increase over the 2021 budget but only $57k or 2.2 increase over last year. Expenditures
to date relate to the carryover of projects and payments from the 2020 capital improvement program. 2021
projects have been awarded and payments will be made later in the year.

Recreation Levy Fund (279):
The City received the final settlement of property taxes for this levy totaling $1.6m, which represents a

$32k or 2% increase over the 2021 budget and $61.6k or 3.9% increase over last year. Recreation
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programming including the Senior Center are recovering from the lifting of COVID restrictions. Senior
center memberships have not returned to prepandemic revenue, which is the result of the past years
membership being extended for six months (into 2021) due to the shutdown ordered by the state. All
programming revenue including summer camps, recreational programs softball, etc. have all increased back
to prepandemic levels or greater over the last three months. It appears the Parks Department will meet or
slightly exceed their revenue projections by the end of the year. All Park and Senior Center divisions’ are
back to full operations and expenditures are at 70% below the 75% third quarter benchmark. The shortage
of seasonal employees available in the work force continues to hamper the Parks division. With the limited
number of applicants and the fact the applicants are requiring additional hourly compensation to work for
the City is placing a strain on the services levels especially during the summer and fall months. This issue
and the reestablishment of market rates for these employees will be addressed in the upcoming pay schedule
adjustments and in the 2022 budget.

Golf Course:

Revenues:

Golf and Pro Shop: The golf course is having a record year for rounds of golf and revenue generation. Year
to date revenue of $1.277m has already exceeded the 2021 budget by $219k or 20%. With continued good
weather, these numbers will continue to increase. Green fee revenues year to date is $578k or $133k (30%)
more than the conservative budgeted revenue of $445k, a 30% increase. The number of rounds increased
to 27,629, which is an increase of 2,708 rounds or 11% more than last year. With the increased rounds, all
golf course line items were higher. This includes an $8k increase in cart rentals, $47.9k increase in
merchandise sales and an astounding $29.5k increase in driving range revenue. In addition, season pass
revenue was $75k or $31k more than last year and already exceeds the $50k budget for the year. Golf
leagues continue to grow with the addition of two new leagues. These leagues will produce almost 300
rounds per week for 16-20 weeks. In addition, golf outings have returned with 48 scheduled this year with
continue growth expected with COVID restrictions being eliminated

Because of the shutdown of this operation, Food and Beverage revenue was limited to beverage cart
attendants and snack and beverage sales. With the increased traffic, and despite the limited service, revenue
for the third quarter was $160k or $30.7k or 24% higher than last year. Events have been limited to room
rentals with outside catering. Room rentals year to date are $8.2k, which is $4.9k higher than last year.
F&B expense through the third quarter is $143k, which is $25k less than the revenue generated. This is the
first time that the F&B has shown an operating gain.

The year to date net operating gain (golf and F&B) is $97k compared to a $135.8k loss last year.

Management is reviewing the golf rates, room rental rates and beverage packages for the 2022 season

based on the revised costs structure under the new operational plan. Staff has already re-booked 95% of
all of this year’s outings as well as returning leagues for 2022.

Expenditures:

Operating expenditures are at 79% of the annual budget. This is the result of increased personnel cost due
to the increased volume throughout the year. Part time salaries have increase $25k on the golf and
maintenance divisions due to the increase demand for service. Other variables such as merchandise costs
and special orders, food products, etc. have also seen an increase with the increased number of rounds.
Again, the issue of hiring seasonal workers has also impacted the golf course as the rate in which we bring
in new employees exceeds last year hourly rate due to the market (limited candidates and higher hourly
rates offered by surrounding businesses). However, overall expenditures have been well controlled with
the increase volume of golf traffic.



The golf course maintenance area budgeted for much needed maintenance equipment for the course. These
were purchased through a five year lease program. The equipment was received in April and will increase
operational efficiency and the overall maintenance at the course.

The golf course debt service payment are made in February each year. There are only fwo remaining
payments for the major construction bond with annual payments of $845k.

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, public safety
special duties), other times, overtime can be somewhat maintained through proper planning. The attached
Overtime and Comp Time Analysis (Exhibit 3) shows that overtime citywide has increased $106k (or
approximately 37%) over last year’s third quarter. The City has spent 71.2% of budgeted overtime to date
largely the result of the salt application and snow plowing efforts and police off duty assignments. Comp
time accrued through the third quarter was 6,108 hours, a 64% increase over last year. Due to the level of
usage of these comp hours the estimated future liability is $139k, which is an increase of 1.2% over last
year’s third quarter 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 .08%
(LY .65%). With a flattening yield curve, 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 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 .59%, which is significantly above the 12-month treasuries benchmark of
.08% as of September 30th.

Summary: In summary, all major City funds operated within the 2021 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 2021 (Exhibit 1)
Property/Personal Property Tax & Local Government Fund Analysis (Exhibit 2)
Overtime/Comp Time Analysis — 3rd Quarter FY 2021 Compared to 2020 (Exhibit 3)
Investment Summary — 3rd Quarter FY 2021 (Exhibit 4)
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City of Beavercreek
Overtime/Comp. Analysis - 3rd Quarter 2021 Compared to 3rd Quarter 2020

Exhibit 3

2021 % of Total
Fund/Dept/Division Div.# 2021 2020 $ Change % Change Budget Budget Spent
Planning & Zoning 161 $ 82 §$ - $ 82 0.0% $ 615 13.3%
Bldg. Facilities Maint. 3250 $ - $ - $ - 0.0% $ 500 0.0%
Cemetery Maint. 3750 $ 2,155 $ 1,638 $ 516 31.5% $ 2,500 86.2%
General Fund Total $ 2,237 $ 1,638 $ 598 36.5% $ 3,615 61.9%
Police
Support Services 2210 $ 38,997 % 19,225 $ 19,771 102.8% $ 50,000 78.0%
Special Services 2510 3 7,217 $ 12,446 $ (5,229)  (42.0%) $ 35,000 20.6%
Operations 2610 $ 107,516 $ 130,418 $ (22,901) (17.6%) $ 250,000 43.0%
Special Duty 2615 $ 84,047 $ 62282 $ 21,765 34.9% $ 35,000 240.1%
Bldg Maintenance 3250 $ - $ - $ - 0.0% 3 100 0.0%
Police Fund Total $ 237,777 $ 224371 $ 13,406 6.0% $ 370,100 64.2%
Street Levy Fund
Street Inspections 1720 $ 258 § 163 $ 95 0.0% $ 1,000 25.8%
Bldg Facilites Maint. 3250 $ - $ - 3 - 0.0% $ 1,000 0.0%
Street Maintenance 3320 $ 860 $ 1,341  $ (481)  (35.9%) 3 13,000 6.6%
Snow & Ice Removal 3340 $ 99,155 $§ 22906 $ 76,249 332.9% $ 100,000 99.2%
Weed & Grass Control 3360 $ - $ - $ - 0.0% 3 515 0.0%
Vehicle & Equipment 3410 $ - $ - 3 - 0.0% $ 10,000 0.0%
Traffic Safety 3510 $ 30,880 $ 21335 $ 9,545 44.7% $ 20,000 154.4%
Storm Water 3610 $ 187  $ - $ 187 100.0% $ 2,000 9.4%
Street Levy Total $ 131,340 $ 45746 $ 85,595 187.1% $ 147,515 89.0%
State Highway 1110 $ 3,159 ¢ 63 $ 3,096 49351% $ 2,000 157.9%
Park Levy
Parks Maintenance 3720 $ 16,434 3 13,360 $ 3,074 23.0% $ 26,000 63.2%
Senior Center 3852 % - $ - 3 - 0.0% $ 500 0.0%
Park Levy Totals $ 16,434 $ 13,360 $ 3,074 23.0% $ 26,500 62.0%
Golf Course
Operations 4720 % - $ - $ - 0.0% $ 250 0.0%
Food & Beverage 4730 $ - $ 70 % (70) (100.0%) % 500 0.0%
Maintenance 4740 3 15612 $ 886 $ 626 100.0% 3 800 189.0%
Golf Course Totals $ 1,512 § 956 $ 556 58.2% $ 1,300 116.3%
Year End Totals $ 392459 $ 286,134 $ 106,325 37.2% $ 551,030 71.2%
Comp Time Hours Accrued YTD 9-30 Used YTD 9-30 Balance as of 9-30 Liab 9-30-21
Analysis 2021 2020 2021 2020 2021 2020 OJ/S Balance
Parks/Eng/Planning 606 383 499 300 115 122§ 3,083
Police 2,638 1,892 2,622 1,610 3,198 3,095 % 122,612
Public Service 2,864 1,444 2,579 1,187 492 510 $ 13,056
Totals 6,108 3,719 5,699 3,096 3,804 3,728 138,751
% Difference 2021 to 2020 64.2% 84.1% 2.0% 1.2%
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