MEMORANDUM

Date: November 8, 2022

To: Mayor and City Council

From: Tom Kelly, Treasurer

Re: Third Quarter 2022 Financial Report

With the third quarter safely behind us already. The City’s revenues and expenditures are
where they should be now or a little below. The key to the City’s finances are that even though
we are 75% through the year, revenues and expenditures do not flow evenly though the year.
All debt payments have been made so debt service expenditures are 100% spent, but snow
plowing/sanding expenditures have not yet started for the end of the year so general fund is

" under budget. Below is a chart comparing budget to actual revenue and expenditures for the
years 2021 and 2022.

ALLFUNDS
Revenues

General Fund
Special Revenue Fds
Debt Service Funds
Capital Project Funds
Enterprise Funds
Total

Expenditures

General Fund
Special Revenue Fds
Debt Service Funds
Capital Project Funds
Enterprise Funds
Total

2021 2021 % 2022 2022 %
Budget Actual Received Budget Actual Received
257,904.94 288,742.84 111.96% 272,976.53 319,670.40 117.11%

300.00 314.53 104.84% 300.00 15,446.54 5148.85%
114,240.75 75,805.91 66.36% 111,024.00 74,461.60 67.07%

20,250.00 52,510.88 259.31% 45,000.00 42,304.66 94.01%

53,062.50 66,843.76 125.97% 62,505.00 73,931.57 118.28%
445,758.19 484,217.92 108.63% 491,805.53 525,814.77 106.92%

2021 2021 % 2022 2022 %
Budget Actual Spent Budget Actual Spent
369,288.72 352,132.12 95.35% 392,458.50 336,472.57 85.73%

1,500.00 0.00 0.00% 3,750.00 0.00 0.00%

98,448.75 129,815.00 131.86% 97,395.00 136,658.75 140.31%

0.00 103,816.52 0.00% 82,500.00 104,344.99 0.00%
135,067.50 43,491.01 32.20% 136,762.50 77,206.46 56.45%
604,304.97 629,254.65 104.13% 712,866.00 654,682.77 91.84%

It should be noted that the budget amounts are for three quarters of the year and the actual is
year to date actual revenues collected or funds spent. The rest of the report will detail the
revenues and expenditures of each of five fund types.

GENERAL FUND

For the third quarter, revenues are still above budget projections and expenditures are below
budget, which is shown in future charts. The chart on the following page shows how revenues
are below expenditures levels for the first three quarters of the year, which is typical until the
December tax settlement is received. In addition, one can see how the City depends on

reserves (cash balances) until the December tax payments are received.
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For the year, the City has received 61.09% of the budgeted revenue through the first third of the
year, which as a percentage of budget is slightly higher than last year at this time when the City
had collected 58.6%. Building permit revenue is almost double from the $5,700.25 in 2021 to
$10,549.65 in 2022. Charges for services are above budget amounts and 2021 revenues.
Overall, the City has collected $3,054.59 for charges for services compared to a budget of
$3,400.00. The City did receive its first half property tax settlement in July. Property taxes
account for 90.00% of budgeted revenues for 2022. So far, the City has collected 51.6% of its
property tax levy or $243,033.12 compared to a budget $470,928.00. Revenues also include
$27,320.56 in CARES funds, which was not budgeted and $9,809.70 for cable TV franchise
fees, which was budgeted at $6,000 for 2022. The chart on the following page compares
budget to actual revenues for the last three years. For this chart, the monthly revenues are S4m
of the total revenue budget with the exception of property taxes, which are included in the July
and December budget numbers only.
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Actual expenditures for the third quarter are below the 2022 budget and the 2021 actual
amounts as shown in the table below, which show actual expenditures compared to 3/4™" of

budget amount and the charts below which is monthly budget to actual amounts:

Expenditures by Department

General Government

Public Safety
Public Works

Park Maintenance

Total

800,000.00
700,000.00
600,000.00
500,000.00
400,000.00
300,000.00
200,000.00
100,000.00

0.00

2021 2021 % 2022 %
Budget Actual Spent Budget Spent
202,317.00 235,084.15 116.20% 215,517.00 102.40%
112,296.72 95,079.37 84.67% 120,016.50 80.78%
50,925.00 21,968.60 43.14% 53,175.00 35.43%
3,750.00 0.00 0.00% 3,750.00 0.00%
369,288.72 352,132.12 ] 95.35% 392,458.50 85.73%
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If expenditures were spent evenly throughout the year, the City should have spent 75% of its
budget. The only activity that has spent 75% of their budget as shown in the chart on the
following page is the General Government Department. Three department within the General
Government activity have spent more than 75% of their budget so far in 2022. Clerk/General
Government due to the addition of health insurance benefit and the COLA increase for the clerk,
the Planning and zoning department for engineering, storm water management and zoning
administration are all over budget, and heritage hall for increased utility costs. Public works,
which is only 32% spent with snow plowing being the largest expenditure, which will start having
some charges in the 4" quarter of the year. Public safety has spent 61% of its 2022 budget
through the first three quarters of the year, while general government has spent 77% of its
budgeted expenditures and park maintenance has not spent any of its $5,000 budget. All
departments should finish the year below budget based on current expenditure and past 4™
quarter expenditure levels, with the exception of maybe the general government department.

Expenditures by Department
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Overall, the General Fund appears to be in good shape through the first three quarters of the
year. If revenues and expenditures follow previous year collections and expenditure patters,
revenues should finish the year above budget amounts while expenditures finish near budgeted
amounts. Also revenue should exceed expenditures. Both which seem likely now.

SPECIAL REVENUE FUNDS

The City’s only Special Revenue Fund is the Parks and Playgrounds Fund, which has had
$15,000.00 in park dedication fees collected and interest earnings of $446.54 through the 3™
quarter of the year. There has been no expenditures so far this year.

DEBT SERVICE FUNDS

All scheduled debt payments totaling $136,658.75 were paid. Funding comes from property
taxes and special assessments, which the City received in July with the first half 2022 property
tax settlement for $74,461.60. The City will receive the second half settlement in December.




CAPITAL PROJECT FUNDS

Revenues for the Capital Project Funds total $42,304.66, which includes bond special
assessment collections for the waterline extension for $19,281.44, interest earnings of
$3,023.22, and an operating transfer from the general fund of $20,000. The only expenditures
in 2022 are for the embankment restoration project, which total $104,344.99 so far in 2022.

ENTERPRISE FUNDS

The City’s Enterprise Funds consist of the Sewer Enterprise Fund and the Water Enterprise
Fund. Revenues are above last year revenues and are just above 88.7% of budgeted
revenues. Revenues totaled $73,931.57 for the year compared to $66,843.76 last year. The
City still has 4" quarter billings to be recorded. Expenses for the year are above last year's
expenses and are over 42% of budgeted expenditures. Keeping in mind that the expense
budget for the Sewer and Water Enterprise Funds includes depreciation, which is not recorded
until year-end. The main expense is the M.C.E.S. charges for sanitary sewer treatment. The
City has a budget of $42,600.00 and has paid 68% or $29,114.25 for this line item.

The Water Enterprise Fund has revenues of $21,273.97 so far. The larges expense is the water
study in the amount of $30,680.21 so far.

Overall, the Enterprise Funds should finish the year with revenues above budget and expenses
below budgeted amounts, with the exception of the water study. If this happens, the Enterprise
Funds will have operated at a gain.

CASH AND INVESTMENTS

Finally, the City had $1,227,717.66 invested as of September 30" This compares to
$1,202,313.70 invested last year at this time. The investments had an average interest rate of
1.62% compared to 1.66% last year. Interest rates remain low with a 3.73% interest rate on a
municipal bond as its highest rate of return. The chart below shows the City’s invested funds for
the last four years.
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The other factor and equally important as funds invested is the City’s cash in the bank. These
are the funds the City uses to pay its bills each month. Since the City receives the majority of its
money in July and December from tax settlements, it is not unusual for the City to have a large
amount of cash available in those months with the funds being drawn down in the proceeding
months. Depending on expenditures and other revenues collect the City may draw on its
investments to help meet its cash needs. The chart on the following page demonstrates the
cash flow for the City. One can see how the City’s cash peaked in July with the receipt of the
July tax settlement and the City has drawn down those funds since.

Cash Balances

1,000,000.00
900,000.00
800,000.00
700,000.00
600,000.00
500,000.00
400,000.00 . e 2 020
300,000.00 / 3071
200,000.00
100,000.00
0.00

2019

) 02 2

CONCLUSION

The City has had a normal first three quarters of the year financially. Through the third quarter,
it appears revenues should finish the year above budgeted amounts for most revenue sources,
while expenditures may end near or slightly below budgeted amounts, with the exception of the
water fund, which has the water study expense that was not budgeted. The City has sufficient
cash and investments to meet its obligations until the City receives its second half tax
settlement in December, however investment earnings remains low. Therefore, it would appear
the City continues to be in good financial shape for 2022.



