MARCH 17* FINANCE COMMITTEE MEETING

EXECUTIVE SUMMARY
Agenda Item Action
Review Procurement Drafts from Mr. Bembenick and Ms. Kelleher. Further review
Policy Amendment required. Audit Committee review suggested.
2014 Priorities To be discussed at the agenda meeting on 3-10-14 w/ Ms. Snyder
Auditor’s Report External Audit to begin first week in April
WWTP Follow-up with John Miravich regarding Black and Veatch
changed to be recouped
Budget Amendment | Recoup of indirect costs — to be introduced at 3-24 regular
re Solid Waste and meeting

Recycling




CITY COUNCIL

Finance Committee

Meeting Report
Monday, March 17, 2014

Committee Members Attending: D. Reed & M. Goodman-Hinnershitz, Co Chairs; J.
Waltman

Others Attending: F. Acosta, D. Cituk, C. Younger, C. Zale, L. Kelleher, C. Snyder, M.
Bembenick, R. Johnson

Ms. Reed and Ms. Goodman-Hinnershitz called the Finance Committee meeting to order at
approximately 5:30pm.

L Legislative Review
Mr. Bembenick stated he submitted the Purchasing Policy to request feedback on changes to
made and stated that due to a large amount of detail, he will go over the changes in summary.

e RFP Threshold Amounts

He covered the threshold amount for contracted services, as they have been the same for
years and they consist of our more important contracts. He stated that amounts under
$35,000 in sole source purchasing would be approved by the mayor and everything
$35,000 or higher would require council approval.

e Bid Protest Fee
He stated that in instating this fee, the city could recoup costs for certain losses. He
proposed a 5% contract award fee. He noted that this does not occur regularly.

e Public Notice
Mr. Bembenick proposed changes to public notice by not just advertising in the



newspaper but also utilizing our website and posting on other publications.

e Contract Language

Mr. Bembenick proposed that the language in our contracts moving forward be changed
to add more protection to the city.

Ms. Reed asked the question of how often contracts are renewed. Mr. Bembenick
responded that renewals vary; sometimes every 1-3 years and can go up to 5 years
depending on the service being rendered by the contractor.

Ms Goodman-Hinnershitz stated that she would like some clarification regarding contract
terms.

Mr. Bembenick stated that he can impose a 5-year limitation and Ms. Reed stated that she
felt 5 years is too long a term.

Ms. Goodman-Hinnershitz stated that she would like to see the language to the contracts
read a specific way so as to understand that terms would need to be renegotiated after
specific time frames.

Mr. Cituk explained that some contracts are for larger, more time-consuming projects that
would require more than 3 years in completing. Some examples he gave were contracts in
the areas of engineering and legal services.

Mr. Bembenick pointed out that longer contracts have a benefit to the city by locking in
rates that may have increased over time.

Ms. Kelleher stated that she noticed that part of the administration’s proposed changes to
the purchasing policies is in some places the term “department” is used and in other areas
the term “user” is used. She suggested using the term “user” throughout the document so
it is clear that the policy applies globally.

Mr. Waltman stated that he didn’t feel there are real issues of concerns with procurement
changes.

e More Protections
Mr. Bembenick stated that there would be two additional changes.

1. Purchasing committee though may sound good in theory, as a practical stance it
has its downside. The people working in the operations portion do not
understand why a committee has to be the entity to approve certain purchases;
it is an extra added step that isn’t needed which consumes yet more time.




Ms. Kelleher stated that it would be beneficial to have a neutral group looking into
deviations from the purchasing policies and for purchases where the review committee
cannot make a recommendation.

Mr. Waltman asked the question if the auditor is the final sign off to any purchase.

Mr. Cituk responded negatively; however, he stated that he does look at these purchases
after the initial group reviews them consisting of the Purchasing Manager, Managing
Director and Administrative Services Director.

Mr. Bembenick stated that we are not going into any contracts that the Managing Director
is not looking at and approving. Money does not move without multiple signatures and
the process must be as transparent as possible.

Mr. Acosta inquired about the new furniture that was purchased for the 3 floor HR space.
He stated that when asked by Mr. Spatz, Ms. Snyder was unaware that the furniture was
purchased for the space.

Mr. Bembenick responded that he approved the purchase and that the furniture
purchased for the 3t floor was inexpensive in comparison to other furniture that was
considered.

Ms. Reed asked specifically for purchase amounts. She felt uneasy about why certain
furniture was needed in the first place as our financial situation is not where it should be
and this is yet another area where money was unnecessarily spent. She suggested that the
City explore purchasing used office equipment.

Ms. Goodman-Hinnershitz stated that it boils down to perception and perception is
important. While she agreed with the need to properly dress public spaces, she urged the
need to find reasonable solutions. She noted that the Council Office is also a public space
and pointed to the damages to the upholstered sofa and chairs.

2. Suggestion for blind review process. Mr. Bembenick stated that in theory this
sounds good but in practice it is much more difficult. He stated that he fears
this will result in fewer vendor responses and will hinder competition, as we
will be asking bidders to submit two types of responses which will increase the
cost to respond. He also stated there would be a better sense of fairness if we
assign a different read order to the review comittee.

Ms. Kelleher suggested that replacing the Mayor’s approval of thresholds lower
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than $35,000 with the Managing Director. Ms. Kelleher then inquired about the
other two changes she had suggested regarding the insertion of a reference to
Title 35 PA Emergency Management Law in the emergency purchase
procedures and requiring the bidding process for utilities unregulated by the
PUC and Mr. Bembenick stated those changes were agreeable to the
administration.

Mr. Johnson asked if he could backtrack to the discussion on 5-year limitations
on certain projects. He expressed his concerns about defining tasks like the
Waste Water Treatment Plant or construction management and not wanting to
switch in the middle of a major project.

Mr. Waltman agreed stating that the contract terms should coincide with the
length of the project. Ms. Reed agreed adding the need for flexibility.

Mr. Bembenick stated that he will complete the changes to the Purchasing Policy
and have it redistributed.

IL. Review of Finance Reports
Ms. Goodman-Hinnershitz stated that the reports were handed out prior to the meeting with
the understanding that questions or concerns would be directed to Mr. Zale during this time.

Mr. Zale went over the highlights in his reports and recommended no changes in the full year
forecast at this point. He stated that there was a good note in that the city received additional
Liquid Fuels in the amount of $150,000; however, with the severe winter conditions, we have
exceeded our salt budget and our repair and maintenance costs continue to rise.

Mr. Zale reported that overall expenditures are falling in the 68% range and he noted the need
to contain expenditures, especially overtime, which is the greatest driver. He stated that the
current $3.7M deficit for 2014 will be corrected when property tax collections begin to come
in. He reported that the at the close of 2013 the City had an $11M surplus.

Ms. Goodman-Hinnershitz asked council if they thought having these reports prior to
meetings is helpful. Mr. Waltman responded that he prefers having a narrative to look over
during the meeting.

Mr. Zale apologized that he did not include the narrative and will be sure to forward this to
council moving forward.

Mr. Bembenick stated that there is an operating issue that needs to be mentioned and brought
to Council’s attention regarding withholdings of employee voluntary benefit contributions to
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Nationwide and AXA. While money was withheld from employee paychecks, the money was
not transferred to Nationwide and AXA. He stated that the breakdown is being explored. He
stated that an employee brought this issue to his attention.

Mr. Acosta expressed concern as this issue speaks to the lack of trust or confidence in the
City’s financial matters.

Mr. Zale assured Council that he is reaching out to both Nationwide and AXA to resolve this
problem and ensuring that it will not happen again.

III.  Waste Water Treatment Plant Capital Expenses Report
Mr. Cituk distributed handouts outlining his report for the period of January 2008 through
December 2013. He stated that 2013 expenditures fell at $9.9M.

Mr. Waltman noted that the City paid Black & Veatch approximately $15M and asked if the
City was trying to recoup costs as the design they provided was a “throw away”.

Mr. Johnson agreed that the design supplied could not be used and he suggested speaking
with Mr. Miravich as he is well-versed and can answer questions accurately; however, he
expressed the belief that the City will recoup about $5MIL from Black & Veatch.

Mr. Johnson reported that the City paid Fox Rothschild approximately $1.4M which includes
the WWTP construction, the consent decree and negotiating the new IMAs.

IV.  Priority Finance Topics for 2014
Ms. Kelleher went down a list of priorities provided by Ms. Snyder, among them are lease
agreements, budget software, SAFER Grant, Waste Water Treatment Plant, repeat external
audit findings, etc.

Mr. Acosta stated that when Council agreed to the SAFER Grant, Council stated that when the
grant period concluded the additional personnel would not be retained.

Ms. Goodman-Hinnershitz stated that she and Ms. Snyder talked about lease agreements and
the need for reports to review how matters are being handled and to provide consistency.

Mr. Younger asked Council and the administration what it is that they are requiring in terms
of leases.

Ms. Snyder noted the need for information on the renewal of leases when they near
expiration. Mr. Younger stated that this is currently being worked on.



Mr. Acosta questioned the hiring of a Human Resource (HR) Manager and Housing Deputy
Director in Community Development (CD). He expressed his frustration of having to learn
about the hiring of the Deputy Director in a newspaper article.

Mr. Bembenick stated that an HR manager has not been hired as of yet and that the vacancies
in the Fire Chief and Public Works Director will be handled first. He stated that HR currently
has an acting manager.

At this time, the remainder of council joined the group.

V. Fund 56 Budget Amendments re Solid Waste and Recycling
Mr. Johnson stated that budget amendments are needed in Fund 56. He stated that money
was moved from the General Fund to the Fund 56, which is an Enterprise Fund, for indirect
costs totaling approximately $115,000. He stated that this increase was accounted for in the
rates recently approved by Council.

Mr. Zale stated that after the 2012 audit is completed, Maximus works to define the indirect
costs associated with the various Enterprise Funds. He explained that due to the need to have
the external completed first, indirect cost allocation will always be approximately two (2)
years behind.

Ms. Goodman-Hinnershitz suggested that an agenda memo and ordinance will be distributed
to provide clarity and documentation.

Mr. Zale stated that he will submit an ordinance for introduction to transfer funds.

Ms. Goodman-Hinnershitz adjourned the Finance committee at approximately 7:00 pm.

Respectfully submitted by
Linda A. Kelleher CMC, City Clerk
Bea Rivera, Legislative Aide






