CITY COUNCIL

Finance, Audit & Budget Committee

Meeting Report
Monday, August 20, 2012

Committee Members Attending: D. Reed, Chair, R. Corcoran, Vice Chair, D. Sterner

Others Attending: L. Kelleher, H. Tangredi, D. Cituk, C. Zane, M. Bembenick, C. Younger; C.
Snyder, E. Lloyd

Ms. Reed, Chair, called the meeting to order at approximately 5:30 pm.

IT Report

Mr. Tangredi highlighted the IT Report. He described the problems with the upgrade of the
police equipment that caused the costs to be greater than expected. He also noted that Work
Orders have increased in the CD and Codes areas due to their increased use of IT services.

Mr. Tangredi and Mr. Bembenick stated that they are exploring an approach to charge IT
service costs back to various City offices so the offices become aware of the cost of the services
requested and the benefits provided.

In response to Mr. Cituk’s question on personnel in IT, Mr. Tangredi stated that the two
current vacancies were advertised and interviews are being conducted. He stated that one
candidate offered one of the open positions declined due to the salary offered, which is less
than market. He noted that City IT personnel are expected to be cross trained and cross
functional so they can handle a variety of IT duties, which is uncommon in the average
workplace.

Downtown Parking Meeting

Ms. Reed asked Mr. Lloyd for an update, as the Mayor’s office stated that they would be
responsible for working on this issue. Mr. Lloyd stated that Mr. Murin and the Mayor met
with two business owners approximately two weeks ago about their challenges with the



current parking problems. He stated that broader goals and practices are being explored such
as providing a token lot.

Ms. Reed inquired why the meeting was limited to two business owners and excluded
representation of the broader business community, the DID board and the Parking Authority.
She noted a recent newspaper article that reported two more businesses moving out of the
City due to the lack of resolve on parking problems. She expressed the belief that excluding
businesses and those affected by parking concerns creates the perception that the City is
doing nothing to address the problems.

Ms. Reed requested a timeline to address the parking issue. Mr. Lloyd stated that an
additional report could be provided in two months time. Ms. Reed suggested a quicker turn
around. Mr. Lloyd stated that the Mayor and his staff are trying to understand the scope of
the problems. He stated that Mr. Murin reported that the Parking Authority refused to allow
Mi Casa Su Casa to purchase the tokens currently used by Judy’s on Cherry and Gilbert’s
furniture. He noted the need for the Mayor and his staff to have a full understanding of
parking needs before a solution can be presented.

Ms. Reed inquired if Council members will be invited to attend future meetings on this issue.
Mr. Lloyd stated that he is open to inclusion to retain transparency but he stated that he
cannot guarantee that Council will be invited to meetings on this issue.

Mr. Lloyd left the meeting.

Contracts Awarded without Procurement Process
Mr. Bembenick stated that the information on contracts awarded without Council approval
was provided electronically. Printouts were provided.

Mr. Bembenick highlighted the report as follows:

¢ Olsen Design — Schlegel Park design services

e William Rush — zoning backlog hearing master, charge of $60 per hearing rather than
the usual hourly rate

e Mascaro — marketing for the recycling program and processing co-mingled recycling
(caused by the delay in obtaining the new recycling trucks)

e Ehrlich — pest removal services

e Terminix — pest removal services

e Ener G Test LLC - WWTP electrical distribution services

e Pro Mark — hazardous tree removal

e Randy Myer —IT consulting services until the current vacancies in IT are filled (Mr.
Myer is a former IT employee who accepted other employment. His services are
allowing IT to provide critical services) Amount expended $1,000 of $15,000



o Charter Atlantic (Scott Hoh) — contract paid through the end of the month. The
contract will not be renewed.

e Fleck Consulting — policy consulting (paid in full) and media consulting (paid in full
but contract runs to the end of September)

e John Kromer — CD support for housing and economic development. Contract paid
through two agencies and the City until the end of September.

¢ Cindy Kauffman - Pagoda manager paid through March 22, 2012 then discontinued.

e Carole Snyder — HR services to update job descriptions. Completed management but
not rank and file. Approximately $15,000 of the $48,000 allocated. The remaining
funds will be retained to retain outside assistance to complete this and other HR needs.

e Institute for Self Reliance — consulting for recycling and composting services. $23,000
remaining of $36,000 allocated

¢ United Community Services (First Source Referral) — recycling jobs. $18,738 expended

Ms. Reed inquired if the contracts with Charter Atlantic and Fleck Consulting would be
renewed. Ms. Snyder stated that she does not believe the contracts for these services will be
renewed. She and Mr. Bembenick assured the Committee that tighter controls would be
placed around the contracted services.

Ms. Reed inquired about the need to reduce the amount requiring Council approval to
$10,000 from $25,000. Ms. Snyder expressed the belief that the reduction is unnecessary as
she and Mr. Bembenick will be placing better controls about awarding contracts without the
use of the RFP process.

Mr. Sterner agreed that a further reduction may become burdensome for the Administration.
He suggested that the Administrative Services Director provide the Finance Committee with
a monthly report on contracts awarded without Council Approval (those falling under
$25,000). Mr. Bembenick agreed but suggested that the report occur on a quarterly basis. The
Committee agreed.

Review of Finance Statements
Printouts of the financial statements were distributed. Mr. Zale reported that the meter
reading expense will be reduced to $6,833 per month in August as per the MOU, which
represents a $14,000 reduction.

Mr. Zale stated that to date revenues are at 61% and expenditures are at 81%. He stated that
the expected budget shortfall of projected at $7M, due to the unbudgeted $5M debt payment
and the booking of 2012 revenue from Greater Berks in late 2011. However, it is expected that
the City will end 2012 with a total of $8.6M in cash ($7M from General Fund plus $1.5M
payback from Recycling).



Mr. Sterner inquired about the increase in EIT collections. Ms. Kelleher stated that the
increase is probably due to the 2012 Act 32 requirement for the employer to withhold the
exact EIT percentage charged by the municipality. Before 2012, the employer was only legally
required to withhold 1%, rather than the exact percentage charged, which created a large gap
that could only be closed if the employee filed his annual EIT return and paid the remaining
money.

Ms. Snyder inquired about how often an employer needs to pay their employee withholdings.
Ms. Kelleher stated that in her experience with a construction company employee
withholdings were submitted on a quarterly basis. Mr. Cituk expressed the belief that the
timing of the submission is dependent on the dollar value. (Note: at the 8-20 work session the
Executive Director of Berks EIT reported that employer submissions occur on a quarterly
basis; however, employers who perform consolidated filings pay monthly).

Mr. Zale noted the $1.6M reduction in the MMO expense. He stated that the external auditors
discovered that the City had included officers and firefighters in DROP in the MMO
calculation, which is incorrect and resulted in a savings of $1.6M.

Auditor’s Report on Internal Audits

Mr. Cituk distributed an internal audit report on the WWTP Project. He stated that to date
$22.1M total was expended and $1.6M was expended in 2012, as of June 30*. He noted that
the rate study will begin shortly; however, the new IMAs (Inter Municipal Agreements) were
note negotiated.

Mr. Cituk called the Committee’s attention to the last page which shows the amount
expended per vendor. The Committee questioned the large amount of money expended to
date on legal and consulting services. Ms. Snyder stated that she also picked up on that and
also quickly discovered the double meetings to update the same people about similar issues.
She stated that she has worked to increase efficiencies and reduce the amount of money
expended.

Mr. Cituk noted that the 2011 External Audit is still not complete as RAWA has still not
provided the information Herbein needs to conclude the Audit. Ms. Kelleher recalled that
Herbein reported at the last Audit Committee meeting that if RAWA could provide a trial
balance sheet the audit could be completed. Mr. Cituk agreed and stated that RAWA has not
provided the trial balance sheet.

There was no report on the audit of the Fine Arts Commission.

Update - Collection Report for Delinquent Taxes and Misc Fines & Fees (RE01) — RFP to
identify new collections firm opened 3-13-12



No report

CD Report — Spent vs. Unspent CDBG Funds

Mr. Agudo arrived. He stated that originally the CD Department was at risk of losing
$600,000 in HUD funds because they were not spent in accordance with HUD’s requirements.
However, that issue has been corrected. He explained HUD’s requirement in the various
program areas and their caps.

Mr. Augdo distributed a letter from HUD showing the allocation of the 2012 CDBG allocation
as follows:

e CDBG $2.3M

e HOME $698,000

e ESG $242,000
Mr. Agudo stated that this allocation shows a reduction. The letter states that as the reduction
is greater than 10% an amendment to the 2012 Action Plan must occur.

2013 Action Plan

Mr. Augdo stated that the 2013 Action Plan is not yet complete, due to the subsequent
reduction in the CDBG allocation. He stated that the application period, done in conjunction
with the County CD Department, was extended until August 31t

Mr. Agudo stated that 24 applications were received to date totaling $4.2M; however,
considering that the total CDBG allocation just received is around $3.2M and the City needs
to support various services such as codes enforcement, blight remediation, etc, the pool of
available fund to outside applicants is limited. He noted that 2012 CDBG funds were reduced
by 15% and that a larger reduction is expected for 2013.

Mr. Agudo explained the recent changes in the allocation of the ESG (homeless prevention)
funding. He stated that the change will reduce the chance of “double dipping” to programs
who already receive CDBG homeless prevention support. He stated that future recipients
must be selected by the Continuum of Care group, which is a network of homeless providers
who receive HUD funding.

Mr. Agudo stated that the 2013 Action Plan will be ready for Council review at the September
meeting. He stated that the CD Department is also working to identify unprogrammed
funds. He stated that he will be seeking project ideas from the Mayor and Council in the near
tuture.

Ms. Snyder stated that she is also implementing a process that includes a timelime for CD
funded project completion.



Ordinance Review

Council Budget Amendment for Recodification

Ms. Kelleher stated that the recodification project came in slightly over budget. The
budget amendment will provide approximately $4,000 for the unbudgeted amount
and allow the contractor to include the ordinances enacted through June 2012.

Fire Department Amendment for Vehicles
Mr. Zale stated that an SUV was needed for the Chief. He stated that staff vehicles are
in need of replacement.

Ms. Reed inquired about the inventory of City owned vehicles and use of “take home”
vehicles. Mr. Bembenick stated that a report will be provided.

In response to a question regarding the new re-designed police vehicles, Mr. Zale
stated that the vehicles were obtained with grant funding. He stated that Crown
Victoria’s are no longer used for patrol cars.

Amending the Administrative Code to allow the Managing Director to temporarily
exceed the Position Ordinance

Ms. Snyder stated that the enactment of this ordinance will provide the Managing
Director to, when need be, exceed the number of positions authorized annually when
succession planning is required. She stated that this feature will only be used on
limited occasions and that the salary line item will not be exceeded.

Other Business
Ms. Kelleher reminded the Committee that the Audit Committee meets this Friday at 2 pm.

As no other business was brought forward the meeting adjourned at approximately 6:50 pm.

Respectfully submitted by Linda A. Kelleher CMC, City Clerk

FOLLOW UP ITEMS

1.

NSO OE®N

Update on the Parking Issue re the Downtown Merchants — Mayor’s Office

Review of CDBG Budget September 17" — CD Director

Report on Unprogrammed Funds — CD Director

Audit of Fine Arts Commission — City Auditor

Amendment of 2012 CDBG Action Plan

Report of Inventory of City Owned Vehicles and Vehicles Taken Home — Adm Svc Dir
Quarterly Report on Contracts Awarded below $25,000 — Adm Svc Dir






