OFFICIAL MINUTES OF THE FINANCE COMMITTEE MEETING OF THE MANASSAS PARK GOVERNING BODY HELD ON TUESDAY, DECEMBER 9, 2003 AT 7:00 PM AT CITY HALL, ONE PARK CENTER COURT MANASSAS PARK, VIRGINIA

1.  Roll Call:
William J. Treuting, Jr., Mayor


Kevin P. Brendel, Vice Mayor 


William R. Wren 





Vonna L. Privett





I.  Allen Correll 

Michael R. Bunner





Noreen C. Slater

Absent:
None 

Staff Present:

Lana A. Conner, City Clerk 

David Reynal, City Manager





Dean Crowhurst, City Attorney





Mercury T. Payton, Deputy City Manager





Eric Edmonson, Director of Fiscal Services  





Tom Smith, Robinson Farmer Cox Associates

Mary Earhart, Robinson Farmer Cox Associates  

Mary Earhart submitted the draft Comprehensive Annual Financial Report for Fiscal Year Ended June 30, 2003 to Governing Body, which includes a draft management letter.   The audit opinion is an unqualified opinion, which is as good as it gets.  

In the financial statement you will see a section of basic financial statements and what is called government wide financial statements. For the past couple of years they have been preparing these for the impending GASB 34, which is a governmental accounting standard for statement #34, which is required by all government to report their financial information in a new recording format.  Many exhibits are geared to those in the past.  Exhibit 1 and 2 are brand new this year.  Exhibit 1 is the Statement of Net Assets.  The Equity Section is called Net Assets which have two categories: 1) Invested in capital assets, net of related debt and 2) unrestricted (deficit) and both combined give you total net assets.   Capital assets are part of the new format because you are now recording and depreciating your fixed assets of the city.  All of the governmental type activities of the city are combined in the first column, which includes general fund of the city, the debt service fund of the city, capital projects of the city and the school building fund.  The business type activities column is the water & sewer fund.  The school board is reported independently because it a Discretely Presented Component Unit which means they are reported in a separate column to emphasize that they are legally separate from the City.   

Exhibit 2 is a statement of activities, which according to the auditors may be the most lopsided income statement you have ever seen.   The first column is expenses normally you see revenues before expenses on an income statement but this is a new required format they are following.  You can see that expenses are broken down by functions of the government.   There are different program revenues that are used to offset functional expenses.  You can see the net revenues or expenses of the various functions.  The Governmental Activities amounts are the subsidy that the city must provide to operate the different functions.  You have the general type revenues that are not specific to any one function such as property taxes.    For the year the governmental activities had an increase in assets, which means your overall revenue, exceeded expenses by 1.5 million.   The main difference between Exhibit 1 and 2 and the fund financial statement is that these statements are on an accrual  accrual basis of accounting.  

Exhibits 3 – 10 are the fund financial statements.  These are same basic format as the historical statements that you have received for years.  There are also reconciling exhibits that reconcile the fund statement to the government wide statements.  
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Exhibit 7 is the Proprietary Fund detailed statement.  It is a balance sheet.  Exhibit 8 is an income statement, which shows an operating loss of about $740,000.  That includes a significant portion of depreciation.

Exhibit 9 is Statement of Cash Flows.  Exhibit 10 is summary of Fiduciary Fund, which includes Special Welfare Fund which city holds on behalf of others.   This is for foster care children. 

There are 20 notes to the Financial Statement. They explain the financial statements of the city conform to generally accepted accounting principles (GAA) applicable to government units promulgated by the GASB.  The notes summarize significant policies.     

Under Statistical Section, Statement 1 and 2 are basically summaries of new statement of activities and that information has been available for only two years.   The rest of the tables show ten-year comparison information. 

 In the compliance section there are two additional auditor’s report.  One is on Compliance and the other is Internal Control Over Financial Reporting of the financial statement and the other one is compliance with federal auditing requirements because the city is subject to a single audit.   Both opinions are unqualified.  

Under Financial Section Exhibit 1 the unrestricted (deficit) is not pure cash.   This is the net of all of city assets less all of city liabilities.  This is total of $25 million.    The part invested in capital assets, which are depreciated, would be the $16,913,268.    The Eight million would include some receivables and some payables.  The cash amount (Cash and Investments) at top of page is about $7.7 million in cash and $9.9 in business activities.  

Under Exhibit 5:  First column is general fund.   Net change in fund balance (General) is a negative ($926,532) which does include transfer out of about $3.2 million of which the bulk of it went to debt service fund $2,501,797.  It cost the city about a million dollars more to run the city than what we had in revenues coming in.  

 Management Letter:  

In planning and performing our audit of the financial statements of the City of Manassas Park, Virginia for the year ended June 30, 2003, we considered the City’s internal controls to plan our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide assurance on the internal controls.  However, during our audit, we noted certain matters involving the internal controls and other operational matters that are presented for your consideration. This letter does not affect our report dated October 7, 2003, on the financial statements of the City of Manassas Park, Virginia. Our comments and recommendations, all of which have been discussed with appropriate members of management, are intended to improve the internal controls or result in other operating efficiencies. We will be pleased to discuss these comments in further detail at your convenience, to perform any additional study of these matters, or to assist you in implementing the recommendations.

Personal Property Tax Relief Act: Auditors recommend that PPTRA requests be submitted more frequently as permitted by the Department of Accounts, For example, the request for reimbursement for vehicles valued at less than $1,000 can be made even before the due date. We suggest that during heavy tax collection periods, requests be submitted on a weekly basis, and during slower tax collection periods, requests be submitted on a monthly basis.   Less than ten were done last year.  The Treasurer’s office makes the submittal.  This is comment about last fiscal year. 

General Ledger   The Treasurer’s Accountability Fund general ledger accounts should be reviewed for internal consistency. This fund contains control accounts for all the bank accounts, as well as the taxes receivable accounts. We recommend that bank accounts and delinquent tax listings be reconciled to the Treasurer’s Accountability Fund on a monthly basis and any resulting discrepancies be resolved and journal entries be prepared where necessary to balance the corresponding accounts. We note that the City has been working with us to achieve these results.

Utility Billing:  Internal control over water and sewer utility bills receivable is enhanced when the detailed listing of outstanding receivables is periodically reconciled to the general ledger control total. We recognize that the City has achieved significant improvement in this area during fiscal year 2003. The reconciliation was performed routinely beginning mid-year. We noted that remaining reconciling differences were primarily related to unresolved software issues.

Bank Reconciliation:  The bank statement reconciliation process has also undergone significant enhancements during this past year. We do recommend that the Finance Director perform a review and approval of the reconciliations and resulting journal entries once completed.
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Miscellaneous Receivables: management should review the process of recording insufficient funds checks received back from the bank. Historically, the City maintained a receivable account for these amounts, which was supported by checks held, at year-end, the balance per the receivable account did not agree with actual checks held or turned over to the collection agency. We recognize that during our audit fieldwork this process was being revised to provide for accurate record keeping.

Computer Security:  The City of Manassas Park lacks a written security procedures manual governing its technology. While our audit was not a comprehensive review in this area and many historical practices are good, the lack of any formal procedures creates a weakness in security. A comprehensive manual will address, for example, topics such as access (including user profiles), passwords, training, privacy, data backup, Internet usage and disaster recovery.  Auditor recommends the City develop a comprehensive security document and a time schedule for its implementation. It would appear logical that the City’s Technology Committee be given the responsibility for overseeing this project.  The need exists to implement a formal training program for all City staff relating to technology applications. Training that is limited to “on the job” creates underutilization of resources and difficulty in cross training employees. It is relevant to add that sufficient budgetary resources would need to be allocated for this purpose.  This issue has been resolved.  

Comprehensive Services Act Reimbursements: During the course of our audit, we found that reimbursement requests for Comprehensive Services Act funds are not being filed in a timely manner. All requests should be filed in a timely manner so that the City will receive reimbursement for funds it has expended as soon as possible. We also had difficulty reconciling the reimbursement requests to the expenditures per the City’s general ledger. We recommend that staff of the City Finance office provide expenditure detail printouts monthly to the appropriate Social Services staff in order that they may review and use to balance reimbursement requests.

Internal Controls Over Financial Applications: We note that there has been significant staff turnover during the previous year. With this turnover goes a body of historical knowledge and expertise. We recognize the tremendous efforts the remaining and new staff has exerted to carry on daily activities. Through this process we have seen improvement in the area of financial reporting. We encourage staff to continue to improve regular day-to-day processes through efficiencies but at the same time we need to express concern for sacrificing internal controls. As staff becomes more comfortable in their positions, management should review the roles of individuals to ensure that adequate segregation of duties exists to provide for the security of the City’s assets.

Councilmember Bunner asked if steps had been taken on these issues.  The Treasurer stated that Staff is diligently pursuing these issues.  Many of the staff are wearing multiple hats.    

Councilmember Slater asked if the auditors could recommend some internal control.    The auditor stated that there are no one check list written but there are general guidelines available on line from Auditor of Public Accounts that local governments follow.    Training session help the Treasure grasp what is going on in this office.  Councilmember Slater stated City needs to know what they are doing and looking for.   What can the city improve on?   This year we had a lot of surprises.   

Councilmember Brendel stated that every year the city gets management letters with notations of things we ought to change.   What we are looking for is what do we have to do to ensure that this note isn’t here next year.  What will make the auditors happy?    The auditor stated as an example they have made some recommendations on utility bills but day-to-day emergencies have taken priority over their recommendations.

You must allocate duties to make sure all reconciliation’s get done.  

The auditor stated the first thing that city must do is make sure their staff is trained and then making sure that the internal controls are in place to make sure the reconciliations get done.   The auditor stated they couldn’t address the changes being made this FY.  They can only address through June 30, 2003.   

The Treasurer stated in a small organization you could never achieve perfection. There are simply not the bodies to have the kind of segregation of duties that would be ideal.  Office has implemented a procedure where the person that writes the payroll checks is not the one who reconciles the bank account.  You now have a separate payroll person.  They had problems with reconciling this utility billing run.  There are still issues that are related.  These things are getting handled.   One issue that has gone away was consolidation of cash registers individually had deposits that were consolidated and recounted.  Errors were made posting to general ledger.   
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The general ledger accountability was part of the proposal given to the city by the auditors in May.  There are still issues but they are being worked on.   We need to get beyond crisis management.   

They have people doing cross-departmental jobs, which should be segregated.  

The auditor stated you can only segregate duties so much but you can work toward getting the biggest priority resolved.   The Treasurer stated by June 30, 2004 some of these issues would get resolved.   The Treasurer’s goal is to minimize the risk of somebody sticking money in his or her pockets by being able to write a check and cover it up.   Without an internal audit staff to double check this department must implement as many segregation of duties as they can within reason.    It becomes a staff resource intensive, which results in dollar expenditures.   At what point is it cost effective.   

Councilmember Correll stated the Treasurer strategy was very well founded.  The point he is uncomfortable about or that you should provide guidance is that while Treasurer is addressing those high priority cash handling procedures and control policies in effect there must at the same time be some internal over sight functions to ensure those areas where there inconsistencies to make sure they are managed well so small issues will not become large issues.    

Councilmember Privett asked about the learning curve is it six month a year or 16 months?  Ms. Earhart stated it depends on the people doing their jobs that they are assigned to.  Some things you only do once a year.   It may take a full year before you fully realize the benefit of the training that these individuals take on.    The process of daily collections goes on every day.  It would depend on which position you are talking about.   

Councilmember Brendel stated that the Treasurer has a good handle on what needs to be done.   He is asking the Treasurer to run through the audit items and develop an action plan on what he thinks needs to be done to correct these rank them in what he sees as a priority order.  Once complete, send his plan to the auditors asking them to review and make a recommendation.    The Treasurer stated the General ledger the Treasurer Accountability Fund and the Utility billing are issues they have been working on was on the audit letter last year.    He stated they are now 99% there but there still a couple of unsolved problems.   The Treasurer’s accountability fund needs to be worked on every month but at present time he works on it when he can because of other issues.   Governing Body is asking Treasurer to give an update on where we are on these issues. 

The Governing Body may need to take action on software issues from Bright.   

The School Board Chairperson stated he was not aware this was being discussed tonight.  He would like to know if there are any action items on the audit.  Ms. Earhart has given the Finance Director for City Schools a copy of the audit report.  Ms. Earhart stated things have progressed very well with the School Board over the last few years.   The Finance Director has been doing an excellent job with financial reporting in terms of carryover population.   It is very close ($4,000).    There are no management letter comments to report on the schools at all.  

There are two narratives that you do not see in the draft because they were not prepared at the time.  One is letter of transmittal where city transmitted report to GFOA to be considered for award in excellence in financial reporting.   There is a transmittal that goes along with the report.  

There is a new 20-page section called Management Discussion and Analysis (MDA), which is a narrative of management interpretation of the financial statement.   

Bright Associates: All clients have some problems with their software at some point.  There is no software out there out there that she knows that is perfect.  Bright does have some issues.   Clients have to contact Bright support and get assistance especially with upgrades.  Do they have more issues than non-Bright clients?  She cannot say that they do.  She does not think that Manassas Park has more issues than the auditors other clients.  

October 7 is the date the auditors are required to date their opinion.  That is the last day of audit fieldwork and the last day they were in the city on-site.   Staff did not get the audit until November 14, 2003. 

The Treasurer stated one of the completion steps in the management and discussion analysis to finalize it the audit is Agenda Item 1(i) General Fund Fund Balance.   Is the Governing Body to pursue a target for maintaining the fund balance at a percentage of annual revenues of the general fund?   It could be a percentage of the annual expenditures but it has normally been a percentage of revenues.   

1k.
Tax Relief for Elderly: 

There are 85 properties that qualify for property tax   relief for a total of $155,000 of taxes rebated.  Prince William County  defers taxes.  The disabled was added two years ago. Prince William County and Manassas are making changes to their ordinance especially in the area of net worth.      
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In January, the assessments will go up.   Is the city in line with other jurisdictions or should we increase the net amounts to be compatible with other jurisdictions.    The Commissioner of the Revenue stated the city’s program is more generous than the surrounding localities.   Councilmember Privett stated she wanted to make sure we are comparing apples to apples with other jurisdictions.  She wants to make sure our citizens are taken care of in the City.  

Councilmember Brendel stated he just wanted to make sure that we are not losing citizens in the program because of social security goes up, etc, things that our citizens have no control over   Staff will give Governing Body a side-by-side comparison with other jurisdictions and what the state allows as far as caps and bring back to Finance Committee. 

1i.
General Fund-Fund Balance Discussion   

City of Manassas’ s general find policy is to maintain at least a general fund balance of fifteen (15) percent of general fund revenues. The fund balance policy only applies to the general fund. Transfers to other funds do not impact the policy because it deals only with general fund revenues.   Prince William County has a general find policy that states the undesignated general fund balance will not he less than five (5) percent of the years general fund revenues in any fiscal year and seven point five (7.5) percent of general fund revenues is the target, which is what their bond rating agency recommends.  

Staff was not able to identify a general fund balance policy for Fairfax County. Staff in their Department of Management and Budget informed me of a managed reserve that they maintain, which operates like our emergency reserve. It states that general fund shall he maintained at a level sufficient to provide for temporary financing of critical unforeseen disbursements of a catastrophic emergency nature. The reserve will be maintained at a level of not less than two (2) percent of the total combined general fund disbursements in any given fiscal year. They also have a cash balance policy, which states that it is imperative that positive cash balances exist in the general fund at the end of each. Fiscal year.  City of Fairfax maintains a general fund balance that is equal to at least ten (10) percent of the general fund expenditures in conformance with the City Council financial policy.

City Staff would like to maintain a level of at least fifteen percent of the General Fund revenues during the same fiscal year, which would not include the Governing Body reserve fund.   These are unreserved/undesignated fund balance.    The Treasurer would prefer that it not go lower than 15%.   

It was consensus that this will be placed on the December 16 agenda for formal action.

1l.  Washington D.C. Commuter Tax:

The Governing Body is in agreement and directed the City Attorney to draft a Resolution for December 16, 2003 agenda stating city opposition to commuter tax.   

1j.  Proffers Capital Project Priorities   

City Staff gave their recommendations from different department members on their needs.  Councilmember Slater  stated she thought that Prince William County  had raised their percentage amount for proffers extensively.  The City Attorney stated as far as Prince William County and how they use their proffer system it is because they have done extensive studies to determine what the impact is for each kind of residential unit on various infrastructures such as library, police, schools roads etc.  The County has as part of their study broken proffers out on police, fire, schools, etc.   It is based on historical averages.   If the city were to do something like that the city would have to justify it somehow instead of randomly picking a number used by the neighboring jurisdictions.  The City Attorney stated a study should be one on Manassas Park.  The County takes into account an extensive road network that covers the entire county.  Their schools are spread out and there are transportation requirements for that.   Fairfax County just went through a very long and arduous process to consider doing something like Prince William County does and ended up coming out of it with very minor similarities.   The big problem is you do not want to make a proffer look an exaction (when you demand an amount of money for something with no justifiable reason for it).  That is unconstitutional.  You can claim in smaller jurisdictions like Manassas Park that any development that occurs within any area of the city will impact every area of the city.   Proffers are voluntary.  Prince William County uses numbers as guidelines.    It is not a good idea to put it in writing that is what the city is requiring.   The City Attorney is concerned that the City has not adopted guidelines.  A proffer is a contract between the developer and the Governing Body.  If the developer does not agree with how the city uses the proffers, they can sue and could possibly win.  It has to have a reasonable relationship to the development. 

As far as the senior apartments, city could justify the purchase of fire truck because of the height of the building.   City had no equipment high enough to fight fires.   

Developer for instance could proffer to increase the size of a regional storm water management pond because of the runoff from their development.  

19173

Page Six Finance Committee Worksession December 9, 2003

The city must file reports with the state on the proffers.  Requesting proffers for reimbursement cost of a road that is already built could be negotiated at staff level. 

The Planning Commission recommended how proffers are to be spent during the CIP process.   

In this case, Larry Doll, developer, has agreed to the proffers with no stipulations as to how it will be used.   

Councilmember Brendel asked if the developer proffers a certain amount based on an assumption and that assumption increases can you go back to the developer and ask for additional proffers.   City Attorney stated proffers are voluntary so you can go back and negotiate but it must be within the development time frame or some reasonable period.   

Councilmember Brendel stated that future has city hall being sold and being relocated.  He asked what if the city sold the existing city hall to a developer and moved elsewhere.  This property could be sold by the city and negotiated with any terms.   Staff needs guidance when negotiating on the impact that would have on the city especially if it was residential.  Councilmember Correll stated we don’t have that many pieces of property that this would apply to.  He agrees we need a study but not one that is in-depth as Prince William County.   The County has broken out cost for each single family or townhouse development so staff can determine the proffers.   

Signalization:  Councilmember Brendel believes the signals at Manassas Drive and Euclid will have to be upgraded because of this project and future projects and the cost of installation of light at Digital Drive proffer cost is not high enough.     How do we make sure that this does not happen again?

City Attorney stated one of the common things that are occurring now is to buy up older built areas and take larger lot and tear down the homes consolidate and resubdivide and create a planned unit development.   It would be larger homes on smaller lots.  That is something that might very well come down the road in the future.  

The City Attorney stated a comprehensive study would take a lot of man-hours and time and money and give that much use because of the infrequency of rezoning on such a large scale.  The City might want to give the proposal to each department that will be impacted and ask them if they feel it will have a huge impact on their ability to serve the city.   

For a city this size, it does not necessarily make sense to have this large grandiose policy like Prince William County.

It makes more sense to have key departments such as police, fire, schools, etc. take a look to see what the impact would be.  

If the city owns the property, they can do what they are doing now with Park Center, which is to negotiate.  With proffers they offer and city accepts.   The City Attorney stated that even with Prince William County having this policy, each department still reviews the development to determine the impact on their department.  

Councilmember Bunner  stated the city needs a plan whether it is an overall policy or an individual policy of staff reviewing the impact of each project.   He wants a level playing field for all developments.  

If the city owns the property they can negotiate with the buyer of the property. 

The City Manager stated once this property is developed there are not any large tracts of land for development so he cannot see the importance of having an overall proffers plan.  The applicant must propose the proffers.   

Councilmember Privett stated as far as the CIP, she does not see anything here for schools.  She has seen items that the proffer money is to be used for and she is not sure that is where it should go.  The City Manager stated the CIP would be presented to the Governing Body next week.  

Councilmember Brendel stated that there are two issues.  One is how much in proffers do we think is fair for the city and once the proffers are received by the city how are they to be used?   He wanted to know about the Fairfield development impact on roads versus the 81 acres as industrial plus 400 units as residential. 

Councilmember Brendel asked what the impact would be from this development over and above Fairfield and senior development.    The City Attorney stated that you could amend the Traffic Impact Analysis (TIA) to include new developments.   The City Attorney stated whatever you do; you must spend all of the proffers on things that impact the city because of this development.   Staff looks at the impact of all developments.  

The Comprehensive Plan will list the projects and identify every capital project the Governing Body feels like each department should ever have.   The department then can identify the needs associated with those projects.  

Councilmember Bunner stated the finance subcommittee for schools will present recommendation on funding for schools and a lot of these projects will be addressed.  

Councilmember Slater   recommendations the following percentage breakdown for the proffers:  40 for schools, 30 for transportation 20 public safety/public works 10parks & recreation.   
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Councilmember Brendel thinks roads in Costello Park would be under public works and not parks and recreation.   You have to set down with the CIP determine funding and then look at proffers with some type of percentage guidelines to determine projects.   

Councilmember Brendel is the city getting adequate proffers and how does the Governing Body allocate money.  We should not rush to judgment because the funds are not in the city and could be six to nine months.  Whatever the Governing Body approves, funding must be in the budget for capital items.      

The Planning Commission is required by law to produce a CIP for Governing Body consideration.  Councilmember Brendel asked would Planning Commission recommendations be the same if there were no funds from proffers?  It was consensus of Governing Body that all proffers funds be taken out of the CIP process. 

Adjournment at 11:10 PM:

MOTION:  Councilmember Slater  

SECOND:  Councilmember Brendel 

VOTE:  Unanimously passed 

Approved  January 20, 2004

_____________________________ 

William J. Treuting, Jr., Mayor  

_____________________________ 

Lana A. Conner, City Clerk  

19171

