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MEMORANDUM

To: 	Mayor and City Council

From:	DeMornai Blackwell, Director of Finance

Date:	October 23, 2019

Re:	City Financial Status & Department Update 


I wanted to highlight a few items from the Department of Finance regarding issues or misconceptions about financial activity that has not been communicated directly from this office. Below you will find the information broken down into various categories with further explanations on certain items.

Financial Status

One main duty of the Department of Finance is continuous assessment of the financial health and condition of the City; this includes review of operational transactions through fiscal or monetary allocations and strategic capital investment to include human capital. The City remains in financially sustainable position during fiscal year 2019 to continue operations as strategically planned through the budget process as approved by Mayor & Council in June 2019. 

Current outlook of FY2020 remains positive as the City seeks to be diligent in the recognition of revenue and actively monitoring spending within the various departments by reviewing contracts within the City mitigating erroneous charges.

Budget(s)

FY 2020 Budget

Review of our fiscal 2020 budget shows revenue of 1st quarter to be $1,250,057 of $1,758,889 (1/4 of the current FY20 budget of $7,035,554); which is only 71% or $508,832 under of anticipated income during this period. Due to the seasonality of the receipt of funds and the flat allocation of the budget this variance is expected since most of the revenue is deposited at the start of the 2nd and 3rd quarters.

Actual expenses through the 1st quarter are $1,346,928 of $1,758,889 which is only 77% or $411,961 under of anticipated expenses for this period. Due to the seasonality of expenses and the flat allocation of the budget this variance is expected since larger expenses start during the 3rd and 4th quarters.

FY 2021 Budget

The Department of Finance has started the Fiscal Year 2021 budget process. The budget process has been completely revitalized for the new fiscal year; which will now include various department and Council input in the construction of the budget from an earlier standpoint. 

The process started with the October 18th Department Head Strategic Financial Planning Meeting at Joe’s Emporium to discuss each department heads strategic objective as part of the budget planning process. The meeting was very progressive and the next meeting to finalize, before presentation to council, will be held on November 21st to work on the financial objectives.

Audit(s)

The Director of Finance has open communication with CohnReznick regarding the completion of the outstanding Fiscal Year 2017 and 2018 audits. The last communication was on October 4th regarding some additional items that needed to be answered with the auditor. The Director of Finance is also working on the wording within the Management’s Discussion & Analysis (MD&A) Letter prior to the submission of the final numbers to mitigate any additional delay in final submission for review with Mayor & Council.

Current factors that may appear as to the delay of the financial statement issuance for FY 2017 are the State Legislative required deadlines for local governments to submit the final audit for FY 2019 which is October 30th. CohnReznick has set priority for their clients that do not require an extension to have completed at this time; therefore, the City is running against resource reallocations within the audit firm to ensure that they are completing this requirement. There are currently no additional tasked items that the department staff can complete and all items for FY17 have been submitted and 90% of the items for FY18 are also completed, still working on grant analysis and other account analysis and adjustments.

The Director of Finance also contacts the State Legislative Office of Audits regarding the City’s outstanding FY17 and FY18 audits. They are concerned about both audits being delayed and have understand the pattern the City has been in in years past and continues to be pleased that a contact from the City keeps them readily informed.

Department Health & Capital

The Department of Finance recently grew by 200% with the on-boarding of 2 new employees; Sofonda McMillian, Senior Staff Accountant & Jerry (Ty) Sullivan, Systems Analyst / Asset Coordinator on September 9th, 2019. Prior to the addition of the new staff within the department the Director of Finance has been maintaining all operational and strategic tasks within the department primarily from March 2019 through August 2019. The scope of the Finance Department expanded with the additional responsibility and oversight of Information Technology & Infrastructure starting January 2019.

During March 2019 until August 2019 the Director of Finance was stretched in various areas with competing tasks that required additional resources from other departments to maintain basic functionality. Temp services were approved starting June 2019 through August 2019 to assist with administrative department tasks. Contractual services to clean up the City’s bookkeeping from FY 17 & FY 18 was initiated in June 2019 with Ron Wilson, CPA. This was not a task that was being worked on with full dedication due to limited resources available for assistance.

[bookmark: _GoBack]Training for both staff progressively continues as each staff require a different managerial perspective for functional operations. Sofonda and Ty have been very instrumental to the continued progression of the City through Finance and IT improvements. This allows the Director of Finance to review the City functionality from a more strategic vantage point to be more of a business partner to the City Manager and Mayor & Council.

Major Financial Projects / Deadlines

· Financial Policies / Procedures – Due: March 2020
· FY 2021 Municipal Tax Differential – Due: November 6
· Department of Finance Strategic Outlook – Due: November 21 
· FY 2021 Budget Timeline Proposal – Due: December 17
· FY2021 Tax Class Discussion Changes – Ongoing thru FY2021 Budget 
· FY 2021 Compensation Scale Analysis – Due: February 2020
· FY 2021 Proposed Budget – Due: March 2020
· State Assessment Department for Tax Classes – Due: May 2020

Recommendations

Based on continuous review of the City’s financial position and outstanding items pertaining to historical review; the assessed needs from the Department of Finance will eventually include the need for Grants & Compliance Manager to be staffed. On-going review of internal controls highlights the currently decentralized practice of Grants Management through communication dissemination of outstanding, anticipated, received and compliance reporting functions as allocated in various other departments and no backend reporting to the Department of Finance.

Current practice does not fully allow the Department of Finance to accurately report the financial status of the City to include grants that have not impacted the General Fund during the reporting period. As the complexities of the City continue to mature and blossom into a multifaceted organization, working on recentralization earlier in the phase will allow the City to mitigate issues that was presented in current and past practices. 

The funding for this position is already carried in the City Hall salary budgeted line item as the Executive Assistant position would be reclassified to meet the current needs of the organization. There would be no need to reallocate funds from the other departments at this time due to the current vacancy of that position.

Conclusion

As stated earlier, the City continues to progress proactively towards its current fiscal budget for FY2020. It is as my recommendation that operations continue as approved due to no immediate change in financial deficiency to warrant a review of controls on finances. 

Completion of the audited financials for FY 17 and FY18 does not affect current status of the City in FY20 but will show historical trends and work to bring the City back into compliance with the State. Since there is active communication with the State regarding the completion of the FY 17 audit and the known progression of the FY 18 audit concurrently allows the State to continue to allow funding to the City. 

Overall, as the Director of Finance, I am excited at the direction the City is progressing towards regarding goals, initiatives and overall additional investment within the human capital of the City to increase business cohesion and mitigating investment risk for the future.
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