FINANCE COMMITTEE MEETING
held June 10, 2013
7:30 a.m.

Present: Councilman Mike Young

Councilman Dwight Clark

Councilman Dave Tadych
Also Present: Law Director Ebert, Finance Director Mahoney, Police Lt. Holliday
Audience: Susan Fink

Mr. Young opened the meeting at 7:30 a.m.

May, 2013 Financial Reports (Exhibit A attached)

Municipal Income Tax Collections are 16% over 2012, year-to-date. Mr. Tadych noted that the
receipts are over $300,000 more than 2012 at this point in the year.

Health Care Costs are 20% above last year’s expenses to-date.

The stop-loss premium had formerly been shown as part of the claims expense. This is now
being reflected in the Administrative Fee Column.

Mr. Clark noted that expenses for health care are annualizing to $1,428,000, using the figures as
of the end of May and taking those out to the end of the year. This amounts to approximately
$30,000 more than was budgeted for 2013. Mrs. Mahoney noted that the costs are even higher
this year, even though the deductible amount was raised for all employees. Mr. Clark noted that
consultant Findley Davies had anticipated that there would be a 10 to 12% cost increase in health
care for the year.

Mr. Clark noted that there will be some exclusions in the employees covered due to privatizing
the Building Department, effective May 1, 2013. Three employees will be dropped.

Bay Family Services is showing a negative balance due to the fact that the transfer has not yet
been done.

Chief Wright’s accrued benefits will amount to approximately $64,000 upon his retirement
effective June 23, 2013. The Chief has sixty days to collect the funds. The earliest would be
June or July.

Mr. Clark stated that there are monies in Account 494 that need to be transferred back to the
Infrastructure Improvement Fund. The monies advanced for the Bradley Naigle Intersection
Project and the Cahoon Aerial Sewer Project have not been returned to the Infrastructure
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Improvement Fund. Mrs. Mahoney and Service Director Galli are to complete their work to
make these transfers possible.

The Estate Tax was budgeted to receive $400,000 this year in revenue. As of the end of May,
receipts are at $242,000.

The Cable Television Franchise Fee is tracking well.

Prisoner Housing Fees are at 500% of collected revenue. The funds are received from housing
prisoners for other cities.

Mrs. Fink asked Mrs. Mahoney when the Homestead Exemption and the 10% State Rollback is
expected to be received. Mrs. Mahoney stated that receipts are received twice per year.

Mr. Young noted that Court Fines are substantially down compared to anticipated receipts. Lt.
Holliday stated that the Police Department is down three officers, soon to be down four. The
court fines will increase over the summer months.

Local Government Funds are at budget year-to-date. (43% received; 42% is the budget
percentage for the year calculated to the end of May)

Investment receipts are at 34% of budget.

Reimbursements have been received from FirstEnergy for Superstorm Sandy damage in the
amount of $94,439.00.

Mr. Tadych asked if the money from the sale of vehicles will be deposited into the General Fund.
Mrs. Mahoney stated that it will go into the General Fund. She will check further to see if funds
have been received.

Mrs. Fink asked if receipts have been received from Kiddie Kollege for the rental of the Bayway
Cabin. Mr. Clark stated that the monthly lease payment goes to replenish the money spent by the
city to retrofit Bayway Cabin. By the end of this year, there should be a positive accounting.
The receipts go directly to the Cahoon Memorial Park Building Fund, rather than the General
Fund. The Bayway Cabin line item in the General Fund was the account that was used for rental
receipts from rentals prior to the lease to Kiddie Kollege.

Ambulance reimbursements are down for the first quarter of the year. Mr. Young stated that this
is expected since those transported are not required to pay until they have met their insurance
deductible amount.

Outside Legal Expenses are at 55% of budget this year. This may have to do with outside
representation handling labor contracts. The amount of $5,000 for travel may be posted to the
wrong line. Mrs. Mahoney will investigate.
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Clerical Wages in the Finance Department are high. Mrs. Mahoney stated that there was payroll
turnover, and two different people were trained.

OPERS General Administration is $12,000 over budget for the year. Life Insurance is at 560%
of the budget for the year. Mrs. Mahoney will investigate.

Network Operations is at 106% of the budget. This line item is for the Bailey Contract. Mrs.
Mahoney will investigate.

Other Supplies has been budgeted at $16,000 with $14,000 spent and an encumbrance of
$12,000. Mrs. Mahoney will investigate.

The auditors have notified Mrs. Mahoney that there was an illegal transfer in 2011 of $300,000
out of Debt Service to the Infrastructure Fund. Mrs. Mahoney will take remedial steps.

The telephone expenses for the Police Department are at 118% of budget. Mrs. Mahoney will
investigate.

Repair and Maintenance for the Police Department has a large encumbrance — Mrs. Mahoney
will report back to the Finance Committee.

Refuse Collection — Account 360 — Has credit been received for Service Interruption due to
Superstorm Sandy? If so, has it gone as a net against year to date expense? Mrs. Mahoney said
she does not believe a credit has been received. She will investigate further.

Mrs. Fink asked about the Utility charges of $108.00 per month for Animal Control. Lieutenant
Holliday stated that the electric is still being maintained because animals are kept at the shelter
for a short period until they are picked up by owners.

Account No. 510 — Public Buildings — Mr. Clark asked about the negative balances shown. Mrs.
Mahoney will investigate.

SAFEDbuilt has not been paid for the month of May. Receipts have been received in the amount
of $32,000. SAFEbuilt will be paid 85% of that amount.

Mr. Clark noted that on Page 9 of the May financial report, it appears that Mrs. Mahoney has
tried to split out Parks and Recreation. Mrs. Mahoney stated that she has not done anything
different other than the health care and benefits attached to the Park employees were historically
being charged to General Fund. This has been moved to the Parks account.

The negative balance of $4,883.75 in Public Utilities (Account No. 232) is being checked by
Assistant Finance Director Ruth Popovich. More information will be provided to the Finance
Committee for a cleaner understanding of the income and expense flow for Bayway Cabin.

The revenue for the rental of Bayway Cabin by Kiddie Kollege is shown under Cahoon Park
Income, Account No. 810. Year-to-date receipts are $18,215.71. The revenue should show the
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rental payment plus utilities, if they are paying on a timely fashion. Mr. Clark would like to see
a breakdown of receipts.

General Administration, Personal Services is at 71% of year-to-date expenditures and
encumbrances. Mrs. Mahoney will investigate. Mr. Tadych asked if the transfer has happened
for the former Building Department employee who is to work at the Dwyer Memorial Center and
the Recreation Department. Mrs. Mahoney stated that the transfer was made. The employee was
on vacation for two weeks and her wages were charged to the Recreation Department.

Overtime Wages for the Police and Fire Departments (Exhibit B 6/10/13)

Mr. Young stated the importance of tracking unposted overtime to avoid having a large
expenditure at the end of the year. He commented that there is at least $40,000 that is
appropriated at the end of the year for banked overtime wages for the Fire Department.

The Fire Department is on track at 30% of budget. The Emergency Paramedic overtime is also
on track at 27.54% of budget. The Police Department is at 36.67% of overtime wages as of May
31, 2013. Adding the banked overtime of $12,918.16, the Police Department is at 50% of the
budget. At this point in time expenditures should be at 42% of budget.

Lieutenant Holliday stated that a lot of the banked overtime is from the younger officers who
only have two weeks of vacation. They do not get cash for their overtime; they receive time off.

Two officers are still in cadet training and are not yet on patrol.

Mr. Clark noted that this is one of the reasons he encourages the use of footnotes with these
reports to provide the Finance Committee with a better understanding of things going forward.

It would be helpful to note that the banked overtime does not necessarily represent a future cash
obligation to the city.

Appropriation Adjustments including FEMA Fund (assignment of fund to post proceeds)
and First Energy Reimbursement Allocation B_(Exhibit C attached)

Director Mahoney explained adjustments to the appropriations as follows:

1. Appropriation of funds from Parks and Recreation (Fund 230) to allow expenditures
for a Disc Golf Course in Cahoon Memorial Park. ($3,000 in donations have been raised to date
with additional anticipated donations of $1,500)

2. Appropriation of donated money to upgrade Wi-Fi in the Dwyer Memorial Center

3. Per correspondence from the Ohio Department of Public Safety, all federal funds need
to be deposited into a separate FEMA fund at which point can then be transferred out to the
funds that originally expended the funds (General Fund). The First Energy and State Funds may
be directly deposited to the General Fund. Total amounts received from Superstorm Sandy were
$163,928.90, as follows:
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First Energy Reimbursement: $86,600.90
Federal Share: $66,281.00
State Share $11,047.00

Mr. Clark noted that the First Energy Reimbursement of $86,600.90 does not equal the actual
reimbursement of First Energy in the amount of $94,000.00. Mrs. Mahoney stated that there are
other reimbursements included in the $94,400.00.

Mr. Clark clarified with Mrs. Mahoney that the city has been reimbursed for work that was done
in 2012 because of the Superstorm. We now have final settlement from FEMA and First Energy
on those reimbursements. The question is: Do we want to do something in the General Fund
into something beyond that? Mr. Young stated that he would like to post some of those funds
towards the hours expended by the Police and Fire Department for the Superstorm work. Mrs.
Mahoney stated that the work was performed 99% by the Service Department.

Mr. Young explained that the reimbursement of funds could be set aside to use for future
emergencies.

Mr. Clark asked if we have established a reserve fund for emergencies. Mr. Young stated that
there is a fund established for General Reserve — Emergencies, although there is no money in the
fund. Mrs. Mahoney stated that Fund No. 150 is the General Reserve Fund.

Mr. Clark suggested segregating the funds in some way. We seem to have a 100-year storm
every year, and we need to think about how to have funds build up in an appropriate way. He
would like to see funds set aside for emergency purposes. We are seeing a positive variance in
municipal income tax receipts that was not anticipated.

Mr. Young stated that the General Reserve Fund, historically, has been a catch all. It has
basically been used to supplement operations. Mr. Young would like to see some funds put aside
for emergency situations. We can put it all in the General Reserve Fund, and keep in mind that
some should be set aside for emergency purposes. All of the reimbursement funds will be
transferred to Account No. 150, General Reserve Fund. Mr. Clark clarified with Mrs. Mahoney
that this transfer would be in order. Mrs. Mahoney will arrange for the deposits of the
reimbursements to the General Reserve Fund.

4. The loan repayment for the city’s share for the Waste Water Treatment Plant was
inadvertently left out of the original budget. Payments totaling $72,000 will be made in 2013 for
these loans and amount needs to be included in the budget under the Sewer Fund 580. Mr. Clark
asked if this is included in the debt schedule. Mrs. Mahoney stated it is not on the debt schedule.
Mr. Clark asked if there is a reason it is not on our debt report. Mrs. Mahoney stated that this is
Rocky River’s debt. Mr. Clark noted that Mrs. Mahoney also found a sewer loan that was not on
our debt schedule, and he wants to make sure that everything is reflected. Mr. Clark asked the
total amount of the debt payments to Rocky River. Mrs. Mahoney will investigate.
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2014 Tax Budget (Exhibit D attached)

Mrs. Mahoney stated that the city is permitted to go to a total of 9 mills in real estate property tax
collections for the General Fund and Police and Fire Pension Funds. This would mean adding
another .74 to the tax budget, which would bring in additional revenue of $350,000. Mrs.
Mahoney suggested putting it all in the General Fund. Once it is in the General Fund it can be
moved. Ifitis put in the Police and Fire Pension Fund it must remain there.

The Emergency Paramedic Special Revenue Fund is at 2.25 mills and can go up to 2.5 mills.

Mr. Clark stated that last year the Council was informed that they could delay passage of the tax
budget until September. Mrs. Mahoney stated that the budget must be submitted by July 20,
2013.

Mr. Clark stated that there was a lot of discussion last year about re-allocation of millage.
Allocations were changed in the General Fund and the Police and Fire Pension Funds. A copy of
the final tax budget filed in 2012 is needed for a point of comparison.

Mr. Young stated that his understanding is there should be some ability left to increase taxes
without going to the voters. This proves to be a positive factor for bond ratings. Mrs. Mahoney
stated that her history in Shaker Heights was that they always took the entire millage allowed,
and their bond rating is great. Mr. Young stated that the possibility of collecting the full 9 mills
should be a discussion of the Council of the Whole. Mr. Clark noted that this discussion should
also be included in the budget discussions in the fall. Mr. Young commented that part of the
discussion would include sensitivity to whether revenues should be increased through taxes or
fees for services.

Mr. Tadych noted that of importance is what the outcome will be of House Bill 5 and how this
would impact municipal income tax receipts. Where are they with this issue and what are they
thinking about doing?

Mr. Clark stated that the known factors are what we have to work with. We know that the Estate
Tax has been eliminated. We know what our real estate property tax collection is. Total assessed
valuation for the city is approximately $190 million.

Mr. Young stated that he would like to have the Mayor update the Council on the municipal
income tax issue on the forefront in the state. Mr. Young would also like to have a discussion on
the options available for increasing revenue, including fees for services. Mr. Clark noted the
need to communicate the total picture to the residents, both for the capital side and the operating
side, with the tools available. Mr. Young noted that he has never been a proponent or raising
taxes or fees until all the necessary cuts and efficiencies are taken. Mr. Clark noted that part of
the information necessary for these discussions will not be available until wage negotiations are
complete. Mr. Young commented further that he does not believe there can be any additional
cuts in staffing.
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Mr. Clark summarized that Council has the ability with the 2014 tax budget to increase the
millage. Action is required before July 20, 2013. If the millage is increased, there must be some
idea on how the Council thinks the additional revenue will be spent. Mrs. Mahoney noted that
the Estate Tax is gone; the additional revenue will be needed for operating costs. Mr. Clark
suggested including this discussion on the Council agenda for June 17, 2013.

Mrs. Fink asked the last time the city raised the overall tax millage rate. The School Board has a
cycle of every three years. We should start looking at what the city delivers, what we have taken
away from the residents, what level of service do we want to maintain for our residents, and how
can we fund it. Mrs. Mahoney stated that the last increase was in May of 1986.

Mr. Clark stated that he thinks the residents would be 0.k. with an increase. Mrs. Fink noted that
it is one thing to have it on the tax bill. It is another thing to get a building permit and have a fee.
Everytime you look at that it is another reminder of more taxes. Whereas, if you roll it into the
tax budget it is twice a year that it is seen. Mr. Tadych stated that he would rather increase fees.

Mr. Clark stated that each option has its own particular pro and con.

Mr. Clark stated that Mrs. Mahoney has done a credible job of lining up all of the current debt
outstanding. At the beginning of 2014, the total outstanding debt, including Ohio Public Works
Commissions Loans, is $13,952,355. The shaded area on the report includes what is held by the
city in debt through monies that are in the city’s treasury.

The sheet entitled “Unvoted General Obligation Debt” of the Alternative Tax Budget shows the
principal amount outstanding at the beginning of 2014 at $10,235,000.00. The sheet entitled
“General Obligation Bonds” shows the total bond amount of $12,457,174.00. The difference
between the two figures represents the four OPWC loans. A continued review of the debt
schedule followed.

Mr. Clark noted that it would be helpful to get the Mayor’s thoughts on what she sees as ways of
raising revenue and balancing the budget. Mrs. Mahoney stated that estimated, potential revenue
numbers have been provided by the Regional Income Tax Agency (R.1.T.A.) which would be
realized by lowering the tax credit.

Mr. Tadych noted that there is a vast difference between what Bay Village residents pay for trash
compared to what is paid in other cities. Bay Village is not balanced with other cities. Mr.
Young stated that the point is where we want to be as Bay Village, because we are not other
cities. The question is whether revenue should be raised by taxes or fees, or both, and at what
percentage of each.

Mrs. Fink asked if the substantial increase in recycling, resulting in a substantial decrease in
trash hauling, has changed the contract with the trash collection company. When they collect the
recycling in the city, does the city get any sort of revenue or compensation for it? Mr. Clark
stated that when the trash contract was done last year, much of that recycling effort was to reduce
the cost. Mr. Young stated that he believes Mrs. Fink is assuming that recycling is a profit
generator for the trash company. He does not believe this is true. There is a cost to the trash
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company for the recycling work. Mr. Clark stated that having Mr. Sears come in and speak to
the Finance Committee about the trash collection contract, tipping fees, and recycling would
clear up many of these questions. Council has an open invitation to tour the recycling facility in
Oberlin, Ohio.

The meeting adjourned at 9:10 a.m.

Mike Young, Chairman Joan Kemper, Secretary



