CITY COUNCIL
Finance, Audit & Budget Committee

Monday, March 21, 2016
City Council Office
5:30 pm

(Following Interview for Adm Services Director)

The Budget and Finance Committee's responsibilities include Annual Budget Review, Capital
Improvement Programs, Financial Reports, Taxes (Rates, exonerations and exemption appeals),
Fee Assessments, Review of Budget & Financial Reports, oversight of the City's external
auditing, internal controls and any other financial or business practices, and reviewing the work
of the City Auditor.

Committee Members: Ms. Goodman-Hinnershitz, Mr. Slifko and Mr. Twyman

Although Council committee meetings are open to the public, public comment is not permitted at
Council Committee meetings. However, citizens are encouraged to attend and observe the meetings.
Comment from citizens or professionals during the meeting may be solicited on agenda topics via
invitation by the Committee Chair. All electronic recording devices must be at the entry door in all meeting
rooms and offices, as per Bill No. 27-2012

I.  Update re Staffing Needs of Accounting/Finance (D. Cituk)

II. Legislation Review — place saver

III. Response to Baker Tilly Report

IV. Correcting 2014 External Audit Findings (attached)
e PFM Recommendations:
1¢t priority: Reconciling the General Disbursement Account 2007-2014
2nd priority: Account reconciliations 2012-2014
3 priority: Monitoring State Grants 2010-2014



V. Review Finance Reports
e Review Expenditures/Revenues
e Review Bank Statement Activity
e Review Transfers
e Compliance with SEC Regulations

VI. Update from City Auditor
e Compliance-transfers
e Update on the status of all capital projects currently underway
e Define operational audits for 2016 i.e. Property Maintenance and Zoning
e Define general internal audits for 2016

VII.
FOLLOW UP ISSUES

March

Staffing needs of Accounting/Finance

April
Containing Legal Costs

Review of City’s Investment Accounts (Quarterly)

May
Quarterly update on correction of repeat audit findings

e PFM Recommendations:
1% priority: Reconciling the General Disbursement Account 2007-2014
2nd priority: Account reconciliations 2012-2014
3 priority: Monitoring State Grants 2010-2014

June

July


https://www.readingpa.gov/secure/City_Council/Transfers_December.pdf

SUMMARY OF FINDINGS FROM 2014 EXTERNAL AUDIT

Account Reconciliations/Modified Accrual
Cash Disbursements - Segregation of Duties
Pension Reporting

Monitoring - State Grants

Preparation of SEFA

Preparation of Bank Reconciliations
Reporting of fixed assets

Accounting for Program Income

Federal Grants ie cash disburse. & acct recon/cash mgmt
Pension Compliance

Purchasing Card Procedures

Billing - Revenuge/Accounts Receivable water/sewer
Micro Loan Program Approval

Federal Grants ie purchasing cards

Real Estate Tax Revenue

Inadequate Documentation - CDBG Admin

Quarterly performance reports not filed timely - NSP2
Financial Reporting to Management

Compensated Absence Liability
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CITY of READING
GENERAL FUND FINANCIAL REVIEW SUMMARY
February 2016

The attached files are the General Fund results for the month of February 2016, The documents include the statement
of activities (income statement), full year projection, year-end cash flow/balance position, revenue by line item,
contingency usage and Capital Improvement Plan (CIP). For comparison purposes, prior year income statement results
are also included.

OVERVIEW:

Two months, 16.7% of the full year, is completed. On a cash basis, the month’s year to date surplus/deficit generates a
deficit of $3,799,861. This result does not include the City’s full year pension MMO {minimum municipal obligation) of
$14,238,211 (General Fund only) nor the State Pension contribution of $3,200,000. If 16.7% of these activities are
recognized this month, the reported deficit would increase to $5,639,563. This deficit is attributed to timing in the
presentation of bills and recognition of revenues due to the City.

Revenues:

Please review both the attached summary and detail revenue line items for differences between actual and budget.
With only two months of fiscal year reported, full year revenue projection remains as planned.

Expenditures:

As with revenues, please review the attached summary expenditure line items for differences between zctual and
budget. Also, full year expenditure projection remains as planned. Since Police and Fire 2016 spending budgets consume
74% (49% Police & 25% Fire) of General Fund operating budget before debt and fees, these two lines items are
significant to monitor.

2016 Full Year Projection:

Maintain plan. Concern; however, exists with the possible reduced revenue from the Reading Parking Authority and the
unbudgeted expense associated with January’s snow event. The 2016 budget does not include any contingency.

Cash Flow:

This month’s ending cash and investment position is $22,702,183 ($11,691,084 cash and $11,011,099 investment)
compared to last year’s total of $15,976,686 (54,900,563 cash and $11,076,123 investment). The February 2016 balance
includes a $500,000 loan by the General Fund 01 to the Community Development HUD Fund 32. Loans did not occur
anytime in 2015.

2016 Contingency Usage:
The budget does not include any contingency for potential revenue shortfalls and excess expenditures.
City's Bond Rating by Moody’s:

Baal (low medium grade) compared to a target of Aaa (prime).



FIVE YEAR PROJECTION:

Page 10 and page 82 of the Amended Act 47 Recovery Plan illustrate the following fund balance usage and projected
ending balance between 2015 and 2019. This plan is located on the City’s web site. Upon completion of the 2015
external audit, these projections will be adjusted.

Year

2015

2016

2017

2018

2019

Use of Fund Balance

0
1,031,156
3,145,368
2,806,216

4,527,521

Fund Balance
20,260,181
19,229,025
16,083,657
13,277,441

8,749,920

Two months of budgeted expenses are required in fund balance to sustain abnormal expenditures. With 2016 spending
budget at $89.5 million, a fund balance of $15 million should be maintained. Based on the Amended recovery Plan’s five
year projection, the required fund balance will fall below the $15 million threshold at the conclusion of 2018.

FINANCIAL DATA ACCESS:

February results and transactions are available on OPENGOV. This narrative, along with the supporting financial
statements, is also available on the City’s web site.



City of Reading, PA
General Fund Income Statement
February 29, 2016

(as of March 10, 2016) . 2016 v. 2015
2016 2016 % of February 2015 % of Increase % of
Budget Year to Date Budgst Year to Date Budget (Decrease) Change
Revenues
Real Estate Taxes 23,947,112.00 248,186.256 1% 144,642.51 1% 103,543.74 2%
Earned Income Tax 20,371,058.00 390,043.20 2% 423,644.79 2% (33,601.59) -8%
Act 511 Taxes 5,380,000.00 392,952.50 7% 849,603.05 17% (456,650.55) -54%
Licenses, Parmits & Fines 5,942,980.00 880,106.26 15% 622,732.61 11% 257,373.65 41%
Intergovernmental 8,672,838.00 435,246.45 5% 133,699.55 1% 301,646.890 226%
Charges for Services 5,247,323.00 544,752.93 10% 555,717.63 10% (10,964.70) 2%
[nterest and Rent 1,380,000.00 181,807.78 13% 97,460.97 7% 84,346.81 87%
Other 5,363,014.00 685,657.35 13% 226,924.94 4% 458,932.41 202%
- #Diviol
TOTAL REVENUES $ 76,314,326.00 $ 3,768,952.72 5% % 3,054,226.05 4% § 704,726.67 23%
Expenditures
Mayor 261,069.00 25,645,868 10% 49,228.23 12% (23,562.37) -48%
City Council 391,239.00 47,740.03 12% 49,407.87 12% (1.667.84) 3%
City Auditor 185,862.00 22,997.60 12% 12,219.52 % 10,778.08 88%
Managing Director 399,740.00 80,718.90  20% 84,715.86  18% (3,096.98) 5%
Administration with Human Resources 3,011,466.00 345,980.33 11% 365,541.32 10% {19,560.98) -5%
Public Works 7.774,936.00 702,400.92 9% 934,269.34 10% (231,868.42) -25%
Folice 35,390,292.00 3,857,982.24 1% 3,981,850.52 12% (123,868.28) -3%
Fire 17,785,221.00 2,323,237.14 13% 2,245,038.30 13% 78,198.84 3%
Community Development 4,760,461.00 504,488.81 11% 568,083.67 13% (83,594.86) -11%
Human Resources with Administration - - #DIvial - #DIVIO! - #DIVio!
Law B848,533.00 71,014.58 8% 69,667.27 8% 1,447.31 2%
Library 879,113.00 109,822.16 12% 125,162.53 15% (15,340.37) -12%
Non-Departmental 2,004,183.00 338,289.82 17% 460,105.01 11% {121,815.19) -26%
Board of Ethics 10,000.00 257.50 3% 140.00 1% 117.60 84%
Charter Board 40,000.00 - 0% 5,031.32 5% (5,031.32) ~100%
Human Relations Commission 214,419.00 22,958.50 11% 15,488.98 7% 7,469.62 48%
Debt Service-Principal 6,335,600.00 - 0% - 0% - H#DIV/OY
Debt Service-Interest 6,218,172.00 - 0% - 0% - #DIVID
TOTAL EXPENDITURES $ 86,510,296.00 $ 8,453,534.39 10% $ 8,965,849.74 10% § (51-2:‘_31 5.35) -6%
Excess (Deficiency) of
Funding Sources of Uses $ (10,195,070.00 & _(4,604,581.67) § (5,011,623.89) § 1,217,042.02
OTHER FINANCING SOURGES (USES)
Bond Proceeds 5 -8 - #DIVOL§ - - %DIViO!
Bond Discounts - - #DIVIO! 0.00 - #Dvio!
Payment to Escrow Agent,Bond Refunding - - #DIVIO! 0.00 - #DIVIOL
Transfers In 13,232,0156.00 2,045,833.34 16% 2,283,333.34 16% (237,500.00) -10%
Transfers Out (3,038,045.00) {1,151,113.00)  38% (603,874.50)  24% (547,238.50) 91%
TOTAL OTHER FINANCING SOURCES $ 10,195,970.00 894,720.34 $  1,679,458.84 $  (784,738.50)
Excess of Revenues and other Financing 894,720.34
Sources Over (Under) Expenditures and
Other Financing Uses £ - (3,799,861.33) § (4,232,164.85) $ 432,303.52
H:Budget\Budget 2016\Projections\General Fund\[February 2016 income statement March 10.xIs]Revenue by Responsibility
311012016

432 PM



Twelve Year Debt Balance History:

No debt service payments occurred (principal and interest) in February. Projected 2016 debt service payments are
$12,553,772 (56,335,600 principal; $6,218,172 interest)

2016 $141,177,861.00 Projected

2015 $147,513,461.00 2010 $169,000,544.88 2005 5$67,548,791.60
2014  $145,252,920.43 2009 $153,912,320.58

2013 5150,385,423.83 2008 $139,256,420.98

2012 $156,136,322.53 2007 $119,487,999.63

2011 5$164,915,407.88 2006  5121,374,949.50

Capital Impravement Plan (CIP):

2016 budget includes a Capital Improvement Plan (CIP) for the first time in many years. Detailed CIP schedule is included
in this financial report. Total budgeted capital spending is $2.9 million. To date, $1.2 of the $2.9 million has been
requested to spend. Of the $1.2 million requested, $226,125 has been spent.

Source of 2016 CIP Funding: BUDGET ACTUAL
0.1% Resident & 0.1% Non-Resident EIT $1,198,361 S0
Prior years carryover 817,250 917,250
Use of General Fund balance 774,127 774,127
TOTAL 2016 CIP FUNDING $2,889,738 $1,691,377

Headcount by Fund:

The general fund full time headcount ended 25 below plan, varying among divisions. The mix of headcount between
public safety and non-uniform is near plan.

General
Shade
Sewer

Solid Waste 17

HUD

TOTAL

General:
Police

Fire

Public Safety 314

Non Safety 135

Total

Full Time Part Time
449 116
2
71 1
1
1 0
540 118
Actual FT % of Total GF
188 41.9%
126 28.1%
70.0%
30.0%
449 100.0%

vs. Plan FT

25 less than plan
ok to plan

4 less than plan
0 less than plan
3 less than plan
32 less than plan

Plan FT

vs. Plan PT

12 less than plan
ok to plan

5 less than plan

2 less than to plan
ok to plan

19 less than plan

% of Total of GF

194
137
331

143

474

40.9%
28.9%
69.8%

30.2%

100.0%
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