City Council Workshop Minutes
FY14 Budget – Update General Fund Utility and Other Funds
February 25, 2013

CITY COUNCIL WORKSHOP MINUTES

CITY COUNCIL WORKSHOP:
FY14 Budget – Update General Fund Utility and Other Funds

Date:	February 25, 2013 
Time: 5:00 P.M.
Place:	Municipal Center – Council Chambers

Councilmen Present:  Mayor A. George Pradel, Councilman Joseph McElroy, Councilwoman Judy Brodhead, Councilman Robert Fieseler, Councilman Douglas Krause, Councilman Kenn Miller, Councilman Grant Wehrli, Councilman Paul Hinterlong and Councilman Steve Chirico

Councilmen Absent:    none

Staff Present:	 Doug Krieger, Karen DeAngelis, Chris Smith, Margo Ely, Larry Gunderson and Pam LaFeber 

Call to order by Mayor Pradel:  Commenced at 5:03 P.M. 

Opening Comments:  
City Manager, Doug Krieger began with overall agenda to cover an update on the General Fund and to move on to the proposed budgets for the remaining funds of the City.  One objective of the evening is to obtain Council directive on the use of the surplus fund balance of $6 million dollars for FY13.  

FY14 Budget Workshop Schedule:
Tonight’s workshop is the last scheduled workshop dedicated to a component of the budget.  At the conclusion of the workshop City Council will reviewed all of the components of the City’s budget.  If additional discussion time is needed, there is an opportunity to use some of the time for the SECA workshop scheduled for March 11, 2013.

Financial Update:
At the last workshop on January 28, 2013, the budget excess was $5.2 million.  Since the last workshop, DPW winter operations have now save $0.5 million in FY13 and road salt savings of $0.3 million in FY14 making an additional $0.8 million available for excess fund balance.  This excess fund balance is above the 20% reserve we are required to maintain.  Together the projected excess fund balance is now $6 million.  The FY14 budget is the third year to include a tax levy reduction.  The levy reduction in FY14 is $1.2 million.  The total three year levy reduction is $3.8 million, or a 7.5% reduction in property taxes to the taxpayers over those three years. 

Accelerated Pension Funding Options:
Karen presented the accelerated pension funding options. 
The discussion began with a review of the overall tax levy requirement (slide 22, page 31) for debt service and public safety pension. Karen noted that as debt is paid off in 2029, the reduction in the debt payments compliments the time period that we anticipate the pension contribution payments to increase.  This illustrates that the City has been planning for the increase in the pension contributions in its overall financial picture.  The peak in the public pension and debt is in FY2033 at about $25.6 million.  As this obligation for the unfunded pension obligation is met, the pension contributions falls off dramatically.  The peak of $25.6 million is the target we look to reduce as we make extra pension contributions.

Karen moved on to reviewing the City Debt Position funded by the Tax Levy.  There were many years in which the City did not borrow, as excess fund balance was available to pay for the City’s capital programs.  The City borrowed in the recession years of 2008 through 2010.  The City’s debt position peaked in FY10 at $121 million and is projected at $89.2 million in FY14.  It is possible for the City to fund its FY14 CIP without borrowing.  As we think about the CIP by nature having long-term benefits, it is important to note that about $5 million of the annual CIP program are maintenance items rather than the creation of new capital assets.

Karen compared the current pension funding plan with that of the State Required Minimum contribution, which funds only 90% of the unfunded obligation and extends the funding period through the year 2041.  There is an 8-year deferral under the State Minimum Levy, which could cost $100 million in additional interest.

Options considered for the use of the excess fund balance of $6 million include the following: 
1) Avoid borrowing; fund $5.6 million of FY14 CIP
a. Borrowing will increase the debt service tax levy
b. Could consider 10 yr term estimated at $0.5 million
2) Hold excess fund balance in City portfolio
a. Return constrained to only fixed income funds which are very low interest rate earnings and over a 10-year history have averaged about 4%.
3) Use excess fund balance to abate levy.  An abatement of $6 million would be a one-time benefit of $120 per homeowner.  We do not have a manner in which to build $6 million into all future years, so this would be a one-time only reduction and the next levy year would be restored to a higher level.
4) Accelerate pension funding (public safety/IMRF)
a. Use Excess Fund balance for an extra payment and maintain amortization to 2033.  This lower’s future tax levies as compound interest on accelerated payment saves the City $11 million.
b. Use Excess Fund balance for an extra payment and accelerate amortization.  Future tax levies are slightly lower, savings include lower interest cost on unfunded and compound interest on accelerate payment.  Total savings to the City is estimated at $22 million.
c. Accelerate amortization with no extra payment.  There is a slightly higher annual levy reaping big interest savings estimated at $14 million.

The consensus reached was to use the $6 million excess fund balance from FY13 to make an additional pension contribution of $3 million to each of the Police and Firefighter’s pension funds to pay down the unfunded public safety pension obligations.  No action to be taken on advancing a payment to the IMRF at this time, but Council would like to consider the possibility in the future.

Council would also like to consider provide the ¼ point of food and beverage tax currently directed to the General Fund,  to be reallocated to provide for an annual contribution to the public safety pension funds.  Council will consider taking this action through an amendment to the Food & Beverage Tax ordinance.  

Personnel Recommendation – Communications Division and Police Department: 
TED would like to upgrade a part-time TED Public Information position to full-time;  
Police Department – Hire three 30 hour/week Civilian Desk positions instead of 2 full-time positions.  

Consensus was given.

Electric Utility Summary:
Mark Curran took the floor and highlighted the electric milestones and proposals for FY14.  He referred to the rate study indicating a 2% increase for FY14 that will be implemented May 1, 2013.  New customer electric rates will be aligned with the IMEA power supply contract for both energy (kWh) and demand (kW) cost components.  During the summer of 2013, an incentive program will be implemented for customer optional choices of Time-of-Use (TOU) rate and Demand Response rates.  A  Conservation Voltage Reduction (CVR) program that could save up to $2 million annually in power supply costs will be implemented when in full-force.

The department is proud of the short duration of downtime that customers experienced in calendar year 2012.  In 2012, this was down to only 15 minutes and it is expected to improve even farther with the Smart Meter deployment.  The department expects to maintain this high level of reliability and a low System Average Interruptible Duration Index (SAIDI) for customers throughout the community.

The department will continue to maintain tree-trimming cycle to every four years.  The wood pole and transmission pole maintenance program will resume for routine maintenance.  Council requested staff consider for future budget periods whether or not we could bring back a program to bury the few remaining overhead lines.

Water/Wastewater Summary:
Jim Holzapfel took the floor to discuss the Water/Wastewater Summary.  Jim highlighted the safety record and safety commitment to its employees and the community.  Liability claims have gone down from the prior year.  Energy consumption has gone down with improved processes at the biosolids facility at Springbrook.  Water rates went up January 1 by about 20% to reflect the increase in water purchase costs from the City of Chicago and the DuPage Water Commission.   As the Electric utility has fully deployed smart meters they no longer need manual meter reading service.  So effective FY14 the Water/Wastewater utility is absorbing all of the costs of the meter reading contract, which is a $308K increase in the Water/Wastewater expenditure budget.  Council requested that for future budget years the department consider options to reduce meter reading costs.

Outside Agencies:
Council had no questions.

Funds Under Other Board Control:
Library and Settlement budgets are consistent with the levy requests previously presented to Council.  
Doug Krieger clarified that the E911 Surcharge was extended to 2017.

The additional pension contribution being discussed by Council, if approved, will be an amendment to the current presentation of the Police and Firefighter’s pension fund revenue budgets.  The additional contribution if approved will be formalized in the General Fund expenditure budget, and approved by Council with the budget adoption scheduled for April 16, 2013.

Enterprise and Internal Service:
For the Burlington Fund, Council requested the validation of compliance with the 57 parking spots made available for commuters and the enforcement of the commuters parking in those spots.  Currently, 32 out of the 57 have been made available to commuters.

During the discussion of the Information Technology Replacement Fund  Larry Gunderson, Chief Information Officer, assured Council that the City information technology is now secure, and will remain secured.

Special Revenue Funds:
Karen DeAngelis reviewed the Ending Fund/Cash Balance of the ARRA Fund, the CDBG Fund, the General Trust and Agency Fund and the SSA#25 Fund. 
Culture and Recreation:
Karen DeAngelis reviewed the ending fund/cash balance for the Millennium Carillon Fund and the SECA Fund.  A workshop will be held on March 11, 2013 to discuss the SECA Fund.

Debt Service and Capital Improvement Funds:
Fund proposed budgets were briefly reviewed.


Adjournment at 7:47 pm by Mayor Pradel.
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