Corrections and clarifications for February 9, 2016 agenda items

Corrections and additional information have been made to the following items:
Item

Correction and status

1. & 3.

Update on Investments & Fund Closures and Interfund Transfers
 See attached memo for responses to questions.

5.

Rules of Business Discussion and Review
 League of Women Voters Proposal regarding training is attached.

To: City Council
From: Melanie Lammers, Finance Director
Subject: Questions on items 1 & 3

1. Update on Investments:
What Guarantee is there on the funds being held for the City?
How much is under FDIC?
Are there other guarantees?
What guarantees exist so that we don’t have another Rate Source (or whatever their name
was) problem?
The above questions will be answered during the presentation at the work session.
3. Fund Closures and Interfund Transfers:
Fund 414, transfer $101,000 into the debt service fund -What is the term of the bonds? Will
this create lower Bond payments?
The 2013A Bonds are a 10 year term and will be paid off in 2024. To calculate the required levy,
the fund balance is taken into account. So yes, transferring 101,000 to the fund balance will
cause a lower amount to be levied for the bond payments over the next several years.
This is "normal" isn't it? Do we have a policy on lowering future payments if we "get ahead" or is that
up to you? For example, the police station budget must have about a 2 year cushion. Haven't we
kept the payments at the rental amount?

Yes this is normal and required by bond covenants. We do a debt study every few years and it is
presented to Council for approval. That is where we calculate the levy amounts based upon the
fund balances and necessary levy dollars. The Police building debt service fund is different than
our other debt service funds. The dollars are held in-escrow at the bank. Staff can look at
lowering the levy by requesting the escrow dollars if it is council’s wish. Due to the fact the
payments have a long life left; you will see a very minimal impact on the levy amounts.
Fund 461-close and move balance into a newly created multi modal fund – I disagree with this
approach.

That is my recommendation you are welcome to amend the resolution when it comes before
council.
As I have told you before, I do not like the idea of opening up a capital project, and then switching the
money to another capital project that is not already in the CIP. Don't you think the accounting is
better and cleaner if we don't commingle funds? This capital fund also suffers from a $360,000.00 loss
which is completely hidden in the numbers. In addition, we took money out of the TIF#4 funds, and
we aren't repaying it - even though the city got NOTHING in return for those monies. To be fair, the
multi-modal fund should start with what it has - a $360,000.00 deficit.

I do feel the accounting is cleaner if we don’t comingle funds, which is why I am proposing we
open a new capital fund and not place the remaining funds into a pre-existing one. The TIF
dollars have been spent on engineering fees and easement rights. Even though the project did
not progress, the dollars were restricted, and thus spent first. I am not able to open a fund with
a deficit balance. Nothing was hidden, there were corresponding expenses over several years
the dollars were spent on.
Perhaps we could at least have a note that the Finance Subcommittee recommended splitting the
money - $200,000 to the lights on North Highway, and the rest to "multi-modal".
The finance subcommittee discussed and agreed on an allocation. (In the budget) –

The allocation is not in the budget because the council as a whole has not agreed on what to do
with the dollars.

