CITY OF POLSON
COUNCIL WORKSHOP AGENDA

Council Chambers June 11, 2014 6:00 p.m.
ATTENDANCE: Mayor Heather Knutson, City Commissioners: John Campbell, Todd Erickson,

Dan Morrison, Ken Siler, Jill Southerland, Stephen Turner, City Manager Mark Shrives and City Clerk
Cora Pritt.

Others present (that voluntarily signed in): Elsa Duford, City of Polson Human Resource Ardrene
Sarracino, City of Polson Streets Superintendent Terry Gembala

CALL TO ORDER
Mayor Knutson called the meeting to order. The pledge of allegiance was recited.

APPROVAL OF PROPOSED AGENDA-Commissioner Turner motioned to approve the proposed
agenda. Commissioner Siler second. Commissioner Discussion: none Public Comment:none
VOTE: Unanimous Motion carried

FISCAL YEAR 2014-1015 PRELIMINARY BUDGET WORKSHOP-City Manager Mark Shrives
explained that this evenings workshop would be presentations from City of Polson Finance Officer Cindy
Dooley, Human Resource Ardrene Sarracino, and Robert Turner, Payne West Insurance Agent. There
will be no actual budget numbers. This workshop will be an educational process for the Commission as
to the preparation of the City Budget since there are some new members to the Council.

Finance Officer Cindy Dooley prepared the following power point presentation:

Municipal Budget & Finance
101

City of Polson
Budget Workshop — Juns 11, 2014

E —_—

What is Fund Accounting?

= It i= an accounting system
emphasizing accountability rather than
profitaility

= U=zed by governments and non-profits

= Has a fund or funds each of which
hawve a set ofself-balancing accounts

= Funds are segregated for specific
purposes in accordance with lawsand
regulations
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City of Polson at a Glance

= Third Class City

= 2010 Census Population of 4,422

= Fv"14 Expenditure Budget ofS8.7
million

= 33 regular FTE with ~20 seasonals

= Commission-Manager formof
gowernment:
= Threse Wards with 2 Commissioners esch
= City Manager for day-to-day

Sdimmindstratiorn

= Local Gowvernment Review

Governmental Accounting
Standards Board (GASEB)
= Sets generally accepted accounting
principles {GAAFP) for State and Local
governments in the U.S.
= Board has issued 71 Pronocuncements
= Motable Pronouncements:
= ZASE 34 — Changsd the basic finandcsl
statemants snd el M DHE
= ZASE 45 — Other Post-=mployment benefits
= ZASE 54 — Crested hisrarchy for fund
bslanos
= ZASHE &8 — Accounting for Pensions
{(=ffectve for FY2015
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Types of Funds
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Basis of Accounting

= Fund sccounting uses 3 I:-udqeta basizaf
SCCoUNting. Tgmumi E%ﬂe&na
true cash basis systemand 3 full scorusl
systemcalled modified scoral

= Ina modified accrusl sysEm revenus is
recognized when it is both avsilsble and
messurasble, rather than whan it is eamed.
Expenditures are recognized when the
related lisbility is incuwrred.

= For example, property taxes are not revenue
until the cash is received, buta ntto 3
wendor is an expenditure when the services
are rendered — regardless of when it is paid.

What is a Budget?

= Abudget is a financial plan contsining
estimates of revenuss and expenditures for 3
single fizcal peried or year. Montans
gowemments oparate on 3 fiscal year
b=ginning on July 1* and ending on Juns 3
of each yeaar.

B ing allows a lecal govermment to
ewalusts it's nesds in light of the revenus
sources available to mest thoss nesds. A
complete buedget justifies the imposition of ad
waloram {3ccording to valus) property tases.

The BUdgE‘t Calendar
Locsl Budget Act: Title 7, Chapter 8, Part 40
MCA
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Understanding the Budget

- Budgets zene & different purpoee in

govemment than they do in buziness:

» Im 3 business, are 3 tangetor Ito
me=t that maygﬁ'lr'lw ot b-reggtchéﬁ

» |m @ gowemment, the expendiurs side of the
budgst i_si:_:allgd'ﬁ-ﬁrqprh‘ths‘. An
Sppropristion is 3 iongranted by a
l=gisistive body to make expenditures Snd o
inCur obligations for spediic purposes. The
budget appropristion isnot 3 forecast itis
the mazinmum amount that managementis

sllowed to spend. =

Understanding the Budget

= The preliminany appropristions budget is

prﬁ:gmgd or:_?lirugpi'beﬁr basisl'!ni‘th majohfagad
ries of personnel, supplies, purc

SRrvisas, et CoSts, dokl S,
miscellansous costs, and capital outlsy for
each fund.

= The final budgst is approved at the fund level
—r:ILich mei_arts tlr_la‘t n_!xpengi‘turﬁnan sxpead
t or & line ftem, but they cannaot
uﬁeﬁ?&h}aamum for the furidh.ﬂhr

= The Finance Officer and City Manager ars

iwen discretion to mowve hlrjl&ye( amounts

rom one line item to another within thaame
fund during the fiscal year =

9 10
Understanding the Budget What is Fund Balance?
» |f exxpenditures excesd the budget in a fund, Finance 101 zay= that we have:
ab amandmant resolution is reguired to - Assets (thingswe own); and

be approved by the Commission.

» Rlessons toexcesd the budgst maybe dus o
unforessen revenus thatis then spent or
unforessen expenditurss thatrequirs the wss
of reservesor loan funds.

= A budget is considersd to be balanced if the
projectad ending fund balancs is positive.

=« |n any one year it maybe appropriste for
expenditures to excesd revenue if fund
balance is going to be used to make up the
dif ference.

- Liabilities {amount we owe others);

= The dif ference betwesn ass=t= and lisbilites
is equity. In the governmental funds, this
equity was formerhy called fund balance {itis
now called net position).

- Governmental Funds do notinclude
long-term assets or long-term lisbilties
so the resulting net position represents
asmounts availableto be spent in the
short-term (fund reserves).
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How can Met Position be
Spent?
= 3ASH (Governmental Accounting
Standards Beard) Statement No. 54
established a hierarchy of Net
Paosition:
» Nonspendable (not in spendable form)
- Restricted (sxternal legal restrictions)
+ Committed (intemnalhy — by formal action)
- Azsigned {intemally; less formalhy)
+ Unassigned

How much Met Position should a

local government have?

« Zero is not an option. TheCity needs
some level of net position for cash flow
purposes, and some |level forresponses
to emergencies.

= There is an appropriaterange of net
position, because it is possible to have
too little, but it is also possible to have
too much. Montanacities and towns can
only have a net position of 50%
upmmingyaarsappmpriatbns%w
levied fund.

14

Met Position Factors

= Risk Tolerance
+ | you can tolerate some risk that yow will
not have enough, then you can live with
less

= Known Upcoming Expenditures
+ Trying to save for capitsl purchases
= Timing issues
» Property taxes sre paid in two halves with
the first half being received G months after
the fiscal year begins; cash is needed to

Met Position Factors

= Most governments should maintain a
net position of 10 - 20% of
appropriations.

= Smaller governments such as ours
with more limited resources should
probabhy have a 25— 30% target.

= Alarge government with many

revenue soyces mighthavea 5—
l “make it to that tex collsction. l l 1”%13@8’(-“

City of Polson General Fund

Met Position
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Governmental Funds

Dt Sarvics Funca
Caginl Project Funs Caginl Imprvemn: Dan Sumd

Revenue Sources

1 - Revenuesshould be reflected by

= category, separating taxes, charges for
services, fees, fines, licenses and
permits, transfers, interest eamings and
otherrevenue sources.

- Revenue should reflect an sccurate
estimate of what is anticipated during the
coming fiscal year.

= Revenues are not appropristed (i.e they
are not part of the budget approval

process) —only expenditures are
appropriated.
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Revenue Categories

= Local Taxes

= Licenses and Permits

= Intergovernmental Revenues

= Charges for Services

= Fines and Forfeitures

= Miscelaneous Revenues

= Interestand Investment Earnings
= Other Financing Sources

Mill Levies and Taxes Generated
10 Year History
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Licenses and Permits

» Alcohol Beversge License
« Dog and Cat License
= Business License?

» Would b= annusl licenseto srtor confinue
3 business in the Citylimis

» Parks Aloohol Permit
+» Fireworks Permit

« Sign & Fence Permits
+ Building Permit

» Street Cut Permit

Charges for Services

= Impact Fees

= Police Restitution

= Copy services (repors, public
requests)

= Court Costs

= Administrative & Fixed Cost Services:
« Indirect Cost Study — Golf, Water & Sewer

= Subdivision and Plan Revj

= Park Shelter Reservatiol

Local Property Taxes

Histony
» Starting in 1938
1558 taxes
calculated under the
provisions of Secion
1E-10-420, MCA

+ Sats lmikation on
amount of propery S
%0 oz lavianl axoapd for
wonell oF pAISS e
e vl wilch ane Desed

l [ . o i 52t el ammount

Other Taxes

= Moter Wehicle Tax (Heavy Equipment)
= Local Option Vehicle Tax

» 5% to County

+ 5% to City/Town based on population
= Resort Tax?

» Resort Community of 5,500 or less.

- \oted on by electors of the resort

Comimnity

= 2 cent Gas Tax?

Intergovernmental Revenues

Facers e Tabs Sty =iy v Peldngrian s

Other Revenues
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Governmental Funds
Allocation

vt TS St
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General Fund Allocation

Expenditures

= |norder to lzwiully spend money, .
expenditures must be prepared scconding to
certain rules established in the Local B
Act(Title T, Chapter &, Part 40 MCA)

» Clazsifications of Expenditures:

« Personal Sendces

= Maerialks & Sentoes
- Flizd Coste [
+ Donations & Miscellneous |

+ Transters ol o offer Funds
- Caphal Cuttzy
- Cperating Contingencies

Montana's Budget System

= Budgetary Sccounting and Feporting
System(BARS)

= Higrarchy ofthe System:
» Fund

Expenditure Breakdown

= ACCOUN Classmcaions
+ 4120007 = General Gosermment
+ RN — Punlic Satety
= 4330000 — Pubiic Wons
v AAFDCOK — Puinlic Healln
+ 45X000¢ — Socisl & Economic Sanices
- 4E3CO0C — Culure & Recneation

Expenditure Breakdown

= Object Classifications
« 13 - Perzonal Services
« 28X — Supplies
= 3 — Purchased Services
+ 40 — Building Materials
+ 83X — Foesd Charges
= @ — Debt Service
» TXX - Grants/Contributions to Others
» B3 — Miscellansous
= XX — Capital Cutlay

33 34

General Fund Revenuesy

Expenditures
$ooooog
mammn J_ o
mamme < ENTERPRISE FUNDS
$rao0og
$roonog

saoooag

" ;o mm onm o = ma
—Favenien Ecpend ures
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What is an Enterprise Fund?

- An oparaTion of The Ty Tt IS run ke 8 Dusinass
arenise

» Budgeded on & modifisd soonus] basls for Intemal
reporting
+ Ecample — capial outey remmed s epearse

» Amounts corveried 0 full aconual for eccemal reporing
Eamzie — Sapiml ety B windaTesEtnoer
s

Revenue Sources

» Charges for Services:
+ Zolf Sezson Pass & Green Fees
+ Golf Driving Fange Fees
+ Golf Restauram Sakes
= Waber, Sewer & Slorm Liser
- Walter & Sewer Impact Fees
* WWater & Sewer Hookup Fees
= Water & Sewer Grants:

Ty Enterprise
Fi - TSEP & DNRC

_ w o

- Bawar oy » Local Barks, Infercap, SRF Revenue Bonds,

« SaonrNansr mAGL

+ Inwestment Esmings
37 38
Enterprize Funds
Expenditureg Revenues v. Expense
Fv2013

= Budget organized in same way as

governmental funds ~ Account and

Object
= Importance of Reserves for future

replacement and depreciation ':'_":

= Reserves for bond indebtedness

4 W Seaw  Someamr

Capital Improvement Plan

(CIF)

= Leng-term capital planning document

= Used to plan, budget, and finance the
purchase andler construction of large
capital infrastructure, faciities,
equipment and other capital assets

= Developed on a S—year “rolling” basis

= Approved athe Commigsid

Capital Improvement Plan
(CIP)

= Three Tiers:
» Projects Programmed (budgeted)
» Projects for Further Review
» Projects Indentified but Unfunded

= Funding Structures.
+ "Pay-as-you-go”
« Ml lewy, resart tae, gas taxd, user fess or
other revenue sources

41

CIP Indentified Projects

= City Dock andWalk Path — almost
complete ~5500,000

= Golf Fund - Dezign phase of Oide
Mine Irrigation System replacement
~522,000

= Water Fund — Downtown Looping
Project & Well construction
~%1 542 000

= Sewer Fund - Mechanical Wastewater

Treatment Plant ~%19 000,000

r "
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Municipal Debt at June 30,
2014
= Special Assessment Bonds

- GB - Streetscape Project - 5584, 701
= Loans/Contracted Debt

» Intercap-Whesl Losder - 38,082

» FCB - Golf Carts - 30 {paid of f in FY'14)
= Golf Revenue Bonds

+ GB - Refinancing Debt - 5303, 105
= Water Revenue Bonds

+ 8RF - Reservoir Rehab - 3253,000
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D City Projects |/

{C = Website upgrade

Final Motes on the Budget
» The Budget serves asa

= Interactive Calendar » Financial Plan

= Credit/Debit card payments at counter * Resource Allocation Flan
and onling » Folicy Guide

= Staff employment searches - Communication Tool

= Review of wage scale system

Important Budget Dates

{C rtant Upcoming Dates:

TBD (late July)- Prezentation of
Preliminary Budget to Commission

August 18" - Hearing(s) on Preliminary
Budget

September 37 — Final Budget Adoption

Human Resource Manager Ardrene Sarracino gave the following power point presentation update on the
City of Polson Health Insurance:

HEALTH INSURANCE

Aordrene Sammacing

HISTORY

= MALA 209 - 20110 (Medical Only)
= 45 Employesss
=79 bmared (635}
=17 Declined [37E)
= Library12/s31 /2010
=5 Emplogess (115}
» BCBS 2010-2011 (Medical, Dental, & Vision)
= 41 Employess

City Commission Workshop Minutes June 11, 2014 Agenda Page 7



HISTORY
¢ Employee Coverage
= Pre-2010 [29)
=29 Employee Ony Covered
- Aoditional costs
* Post-2010 [39)
16 Employes Only
13 Employes CFld, Spouse or Family 0 Lives coversd
3 Mhedioal-Payhack ey
= Why was this change made?
k- Rates, Stability & More Coverage

Current Employees Covered

»41 Full Time Employees
»39 Employees Covered (95%)
w34 HOHP
w5 BOS20
w2 Medical Payback

Request for Quotes

»Quote requests
b MMIA
= Onver current
»Southwestem Montana Financial Center, Inc. |
k= Ovar Current
kPayneWest Insurance
F3avings

City Commission Workshop Minutes June 11, 2014 Agenda Page 8



Payne West Insurance Agent Rob Turner gave the following presentation. Payne_West is the current
insurance company that the City of Polson has Health/Dental/Vision insurance with.

Health Care Reform 101

¢ Health Care reform signed into law March 23, 2010, We know it as ACA(affordable
care act) or OBAMACARE

*  HCR fundamentally changed the rules for both individual and employer group
health plans

— l.e. no morz pre-existing exclusions, guaranteed renewability, preventative

The Clty Of POISon benefits, ect.

= Individual Mandate 595 penalty for no medical insurance in 2014, increasing
penalty yearly to $695 in 2016
*  Group Rules:
~ Large employer 50 or more employees
— Small employer 50 or less employees
n. Montana * Small group underwriting plan designs Gold, Silver, and Bronze
* Rated by Age / Region / Tobacco usage

e City of Polson is currently with the EAM (Employers Association of Montana)

el
PayneWest The EAM is disbanding due to ACA rules and regulations

New Quote Requesting Process BCBS Medical Insurance

* Process typically starts 4 months before renewal * Blue Cross Blue Shield of Montana

* Involves: Group Applications, Employee Census, Individual Applications - Gold) $1,000 Individual / $2,000 Family Deductible

* Agent works with Medical underwriters on plan/benefit design including * 20% Coinsurance
deductibles co insurance out of pocket maximums, Prescription benefits + 53,000 Individual / $6,000 Family Maximum Liability
and networks + $30 Office Visit Capay

+ City Manager/Human Resource Director work with Agent gathering all + Prescription Drug Card
information needed for the Quoting process

* Requested proposals from: Blue Cross Blue Shield of Montana, Pacific ~ Bronze) $5,000 Individual / $10,000 Family Deductible
Source, Allegiance, Montana Health Co op, MMIA, United Heritage, Delta

+ 20% Coinsurance
* 56,250 Individual / $12,500 Family Maximum Liability
* Prescriptions Apply to Deductible

Dental

* After all proposals are gathered from companies Agent and Group Leader
review for best pricing and benefit options
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Delta Dental

* Base Plan paid by Employer $26.76

— Diagnostic and Preventative (exams, cleanings, x-rays)

* Buy up
= Deductible $50 per person / $150 per family
~ Annual Max $1,000 Per person

Basic Services paid at 80%

— Major Services paid at 50%

Orthodontics paid at 51,000 (lifetime)

Monthly

Employee $12.95
Employee + Spouse $42.37
Employee + Child(ren) $55.20
Family $93.15

Vision - United Heritage

~ Exam only $2.41 Paid by Employer
+ Exam with $10 co pay every 12 months

- V5P Employee Buy up
+ EEonly $5.85
* EE/Spouse $1241
o EEfChlden)  $1344
« Famly §0.9

Presciption Glasses $25 materal copay

Lensesiunnvery 12 months

* Single vision, lined bifoca, ond lned trfocal lenses.

Fram@n¥ery 24 months

* Frame of your choice covered up to $ 130.

Contact Lens Care In fleu of lenses and frames......every 12 months $130 allowance

Life Insurance — United Heritage

$25,000 Life and Accidental Death & Dismemberment — Employer Paid

Life Insurance Buy up:

— Employee: Up to $300,000, in $10,000 increments, not to exceed 3 X Basic Annual Earnings,

whichever is less

— Spouse: Up to $100,000, in $5,000 increments, not to exceed 50% of the Employee’s Supplemental

Life Benefit Election

Age

Under 30
30-34
35-39
40-44
45-49
50~ 54
§5~59
60~64
65 & Over
Child(ren) Unit Per 51000

Employee & Spouse Supplemental Life
Rate per $1000

$.090
$.108
$.158
$.252
$ 415
$.722
SL170
$1.560
$2471
$.20
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PUBLIC COMMENT ON SIGNIFICANT MATTERS TO THE PUBLIC NOT ON THE AGENDA
(address items to the Chair. Commission takes no action on items discussed) Mayor Knutson
informed the Commissioners that she had been approached about having a Mayor/Commission float in
the 4™ of July parade. Mayor Knutson asked the Commissioners to think about whether or not any of
them would be interested in riding on a float. This would be discussed at the workshop on June 23".

Mayor Knutson asked for a motion to adjourn. Commissioner Turner motioned to
adjourn. Commissioner Siler second. Vote: Unanimous Motion carried

ADJOURN 7:30 p.m.
Mayor Knutson

Mayor Knutson

ATTEST:

Cora E. Pritt, City Clerk
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