March 2, 2015 FINANCE COMMITTEE MEETING
EXECUTIVE SUMMARY

Agenda Item Action

2013 External Audit PFM is requiring a corrections plan to be prepared and
Findings submitted to the Audit Committee by 2/28/15.

Admissions Tax PFM suggests that the City should get out of the tax collection

business and there is uncertainty about the City’s ability to apply
the tax to only large venues. The topic was dropped from further
discussion.

Year End Surplus A surplus of $55K to $1.5M is projected, which will eliminate the
need to transfer the budgeted amount of $1.5 from the Reserve.

Non-emergency This program will be monitored monthly and discontinued if it
Transport cannot be cost neutral or operate at a profit within 6 months.




CITY COUNCIL

Finance Committee

Meeting Report
Monday, March 2, 2015

Committee Members Attending: M. Goodman-Hinnershitz, D. Reed, J. Waltman

Others Attending: F. Acosta, D. Cituk, C. Younger, C. Zale, L. Kelleher, M. Bembenick, W.
Stoudt, J. Conrad, C. Snyder, D. Kersley, R. Johnson, B. Rivera, D. Pottiger, V. Spencer

Ms. Goodman-Hinnershitz called the Finance Committee meeting to order at approximately
5:00 pm.

L Report re: Correction of 2013 External Audit Findings
Mr. Bembenick distributed a handout listing each repeat external audit finding and a
recommended plan to correct each finding, including a timeline for the implementation. This
plan will be reviewed and discussed with the auditors from Herbein. Standard Operating
Procedures (SOP) will be developed for each finding and each finding has an assigned
“owner”. The findings will not be eliminated until the 2015 external audit.

Mr. Bembenick continued stating that Number 7 — Preparation of Bank Reconciliations —is a
critical issue as the city has been unable to reconcile the General Disbursement Account
(GDA), the City’s main operating accounting through which most disbursements flow. The
SOP is due to be completed by March 23 and reconciliation is expected by March 31,

Mr. Pottiger stated that a primary problem in the reconciliation of the GDA is the timing of
the entries, the arrival of the bank statements and the unprocessed checks.

Mr. Bembenick continued stating that the next crucial issue is Number 1 — Internal View of
Accounting Policies. He stated that Mr. Pottiger is reviewing the current policies and

procedures and working to improve these areas.

Mr. Bembenick stated that the next most important findings are numbers 5, 6 and 10. He



stated that 5 — Monitoring of State Grants —should be completed by the end of April. Finance
will be required to sign off on the grant application before it is submitted.

Mr. Bembenick stated that Number 6 — Schedule of Expenditures of Federal Awards, (SEFA),
will be completed by Mr. Pottiger, who is an expert in this particular field.

Mr. Bembenick stated that Number 10 — Grant Cash Management — will be addressed by Mr.
Cituk. Mr. Cituk stated that, essentially, the process used by CD to post entries, initial
invoices and obtain Managing Director approval took too much time and does not comply
with the City’s cash management requirements.

Ms. Goodman-Hinnershitz asked what can be done proactively to address this issue.

Mr. Cituk responded that Herbein would like the City to redraft the City’s standard operating
procedures to establish a policy where a concise process is followed without regard to
personnel turnover.

Ms. Snyder stated that these are just some of the issues that have been audit findings and that
Mr. Bembenick will be documenting all findings and working to resolve them.

Mr. Bembenick continued with the handout pointing out Number 11 — Federal Funding
Accountability and Transparency Act —in which the City will require further training to
understand how the additional upcoming regulations will affect the City.

Mr. Bembenick stated that the new policies and SOPs will mirror the GFOA (Government
Finance Officers Association) best practices.

Ms. Snyder stated that as Mr. Bembenick is leaving to work for the State, she met with him to
develop a transition plan, schedule reporting and a requirement for all SOPs and policies to
be reviewed and updated annually.

II. Legislation Review (Bills for final passage on March 9t)

Bill No. 8-2015 - authorizing the transfer of $257,194 from Purchasing to Public
Works for budgeted Motorola radio maintenance (Controller)

Mr. Bembenick stated that this transfer moves the funds for management purposes into
Public Works.

Bill No. 9-2015 - amending the Recycling Budget (Fund 56) by transferring $10,000 from
the Portnoff Expense line item to the Contracted Services Line Item to fund contracted
construction management services related to the Recycling baler project (Bus Analyst)



Mr. Bembenick stated that this is an expense for the concrete pad that the baler sits on and
that this expense is not covered by the grant.

Ms. Reed inquired if the administration is considering PFM’s opinion that the City should not
be starting new businesses or activities, but rather concentrate on improving what we should
already be doing.

Ms. Goodman-Hinnershitz remarked that the City has not shown a good history of being self-
sufficient when starting new initiatives.

Ms. Snyder stated that the City, is in its start up phase with the baler and the project should
become more self-sufficient due to the sale of recycled newspaper. However, the success of
the project will be subject to the change in prices set by the marketplace and the use of current
staff (not new staff or outsourced staff) used on a part-time basis.

Ms. Reed requested that a monthly progress report be provided so that Council can be kept
abreast of this project. Ms. Snyder concurred.

Bill No. 10-2015 — amending the Position Ordinance by adding two part-time, seasonal
Graffiti Abatement Technicians to the Recycling Fund, Fund 56 (Business Analyst)

Ms. Snyder stated that with this bill, the Graffiti Abatement part-timers assigned to Mr.
Harrity are budgeted but were not included in the Position Ordinance. There were two
people on “light duty” utilized so the City will first attempt to utilize the “light duty”
employees to do the work since the money is already budgeted in Temporary Wages.

Bill No. 11-2015 — amending the salary range for the Police Chief to no less than $80,000
and no more than $125,000. (Law)

Ms. Snyder explained that this a 2% automatic raise for Chief William Heim as per his
employment contract.

Ms. Kelleher noted her concern with the legality of this employment contract since it was
made under a different administration and executed in 2006.

Mr. Cituk stated that the raise is required by the Chief’s Act. Ms. Kelleher explained that the
Chief’s Act applies only to officers who were promoted to the Chief position through the
ranks of the department, not to Chiefs coming to the department from outside of the
municipality.

Ms. Goodman-Hinnershitz requested that the Law department look at this contract and



provide an opinion.

Mr. Younger stated that the Chief’s salary is connected to rates in the FOP Collective
Bargaining Agreement.

Ms. Goodman-Hinnershitz recommended this be put on a Committee of the Whole agenda
for further discussion.

III. Non-Emergency (Wheelchair) Transport Update
Mr. Kersley stated that a baseline financial analysis that was performed in January 2015.
However, the analysis was based on September 2014 which is historically one of the busiest
months for usage and payment. This operating unit required a public subsidy in January of
$15,883 due to increases in pensions and healthcare expenses.

Ms. Snyder stated that though the loss is substantial, it was anticipated as January is not a
favorable month to review due to the new deductable period. She also noted that usage is
generally lower in January and February due to inclement weather and employee health
issues.

Deputy Chief Conrad explained that Chief Stoudt has initiated a policy to eliminate multiple
employees from utilizing vacation/personal time in an overlapping fashion. He stated that
the weather has also played a role as inclement weather increases the amount of time for
transports. He stated that, on a positive note, the payment from St. Joseph’s for the Care Van
service was increased to $90,000 from $72,000 annually. He stated that the rate paid by St.
Joseph'’s is now comparable to that paid to other similar organizations.

Chief Stoudt stated that a proactive program is being discussed to increase funding. He
added that Deputy Chief Conrad is seeking new contracts with other organizations who
utilize this service. However, he stated that the Department is preparing an exit plan, if the
program cannot break even.

Ms. Snyder asked if the month of February would be more encouraging and Deputy Chief
Conrad responded that February will not be much different than January as the weather,
again, has played a role.

Ms. Goodman-Hinnershitz questioned the type of personnel being utilized. Deputy Chief
Conrad responded that “at will” employees were hired specifically for this program and all
are EMT trained; however, these employees do not have paramedic certificates. He noted that
the employees working for this program are better paid than those working for other similar
organizations.



Ms. Goodman-Hinnershitz commented on the need for qualified personnel as they are
expected to identify specific services needed.

Mr. Cituk questioned if there is data indicating how many transports and what kind of
transports are being performed. Mr. Kersley replied affirmatively; however, he stated that he
did not have that information with him but he offered to provide the information at a later
date.

Ms. Snyder questioned which organization would provide this service after the merger of
Red Rose and BARTA. Ms. Reed replied that Red Rose would probably provide the service.
She stated that she would contact Commissioner Barnhardt to obtain additional information.

Mr. Kersley stated that he will have a more comprehensive report for Council next month that
will include an analysis of the new rate structure recently approved. He stated that the
BARTA program makes approximately 3,800 runs annually.

Ms. Goodman-Hinnershitz stated that the program is valued by those who use it.

IV.  Update re: Costs for snow removal, street repair and other needs created by the
harsh winter weather

Mr. Johnson distributed an email on this topic this afternoon.

Mr. Johnson stated that the City is on target to use as much or perhaps more salt than last
winter. The City’s salt supplier through the cooperative is out of salt; however, the City still
has a half bin (4250 tons) available to be used sparingly. If the weather in March is severe the
City will need to purchase additional salt, which will be expensive. He stated that the
overtime hours are 110 as compared to last year’s 125; however, overtime is projected to be
higher than last year.

Mr. Johnson stated that as street paving was deferred for years, the streets have become
greatly deteriorated in many locations. He stated that this year he hopes to pave the travel
lanes of Kenhorst Boulevard and Hill Road. He explained his goal is to have an engineering
company prepare a street paving schedule that is based on various factors such as condition,
use, etc.

Ms. Goodman-Hinnershitz stated that Mary’s Shelter will soon start construction at the
former Navy Marine Center and she suggested that Mr. Johnson consider that when planning

the paving project.

Ms. Snyder stated that the Redevelopment Authority owns the remaining land around the



Navy Marine Center and they too plan construction at some point in time. Mr. Johnson stated
that he will look into this and get that information to Ms. Snyder.

Mr. Acosta stated that he is pleased to hear that the Bingaman Street Bridge will be completed
before the Buttonwood Street Bridge is closed for repairs. He noted his concern for pedestrian
traffic and safety. Mr. Johnson reiterated the concern for pedestrian safety.

Mr. Johnson left to attend the Standards of Living Committee meeting.

V. Financial Reports
Mr. Zale stated that all budget numbers seem to be on track for the beginning of 2015.

Mr. Bembenick stated that the City does not anticipate another bond rating upgrade at this
point. No questions were brought forward.

VI. Update from City Auditor
Mr. Cituk stated that he will have the Compliance Transfer report for all transfers above
$25,000 next month. For Capital Projects, he stated that he will have a Wastewater Treatment
Plant project update next month and Herbein is starting the 2014 external Audit on April 2nd.
He stated that he agrees with the suggestions for audits provided by Herbein. Regarding
internal and operational audits, he will audit the use of credit cards payments in 2015 and
will assist with strengthening accounting and financial procedures.

Mr. Cituk stated that he will be working with Human Resources to identify retirees who have
become rejoined to the workforce and have access to health care that is comparable to that
provided by the City’s plan.

VIL. Other
Ms. Goodman-Hinnershitz stated that Mr. Mann of PFM did a presentation on the impacts on
the Act 47 Statute amendment and she recommended that asking Mr. Mann to come in and
make a presentation to Council at a Strategic Planning Committee meeting.

Ms. Snyder stated that there is a very active group working on this through PFM.

Mr. Waltman stated that PFM should communicate with Mr. Cituk to work together.

Ms. Kelleher stated that she will add that to the Strategic Planning agenda.

Mr. Spencer stated that before the meeting adjourns, he would like to explain his sponsorship

of the Reading High basketball playoff games broadcast on WEEU. He stated that the fee was
paid out of his personal account and that NO City funds or political were utilized for this, or



the Employee Christmas parties or the Reading Phillies games.
Ms. Goodman-Hinnershitz adjourned the meeting at 6:25pm.
Respectfully submitted by

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



