THE COMMON COUNCIL OF THE CIVIL CITY OF NEW ALBANY, INDIANA, HELD A WORK SESSION IN THE THIRD FLOOR ASSEMBLY ROOM OF THE CITY/COUNTY BUILDING ON THURSDAY, MAY 17, 2012 AT 6:30 P.M 

PRESENT: Council Members Mr. Coffey, Mr. Caesar, Mr. Phipps, Mr. McLaughlin, Mr. Blair, Mrs. Baird, Mr. Gonder, Mr. Zurschmiede and President Benedetti.  
ALSO PRESENT:  Mary Ann Prestigiacomo, Vicki Glotzbach and Matt Lorch
Mrs. Benedetti called the meeting to discuss the general fund to order at 6:37 p.m.

Ms. Prestigiacomo stated that Mr. Blair had asked her to see what other cities are doing and explained that Kokomo has one general operating bank account for all claims, payroll, and benefits and then they have a separate wastewater operating account as well as a savings account. She stated that she saw the savings account as a trend with other cities so that they could get a better rate and then they had a sweep account to sweep into their operating accounts and this si what State Board of Accounts has told them that they need to do. She explained Anderson has one account that all of the funds are funneled into and an investment account for cash until it is needed. She stated that Richmond has one general, payroll, and benefits account as well as a high balanced savings account. She explained that Southbend has six bank accounts and their Controller stated that he has worked diligently to minimize those accounts. She stated that she spoke with Brian Watkins with State Board of Accounts this morning and he does not recommend what they are proposing and he has been pushing them all along to consolidate their accounts. She stated that he said that there are other things in place to protect the general fund and address concerns that they have with other funds floating in it but there just needs to be better communication regarding the issues. She explained that they started the year with $274,000.00 and they have an operating budget of $15M/month so if they have to keep pulling from other funds they are going to get cash poor unless they borrow. She stated that she thinks that they should be working towards what these other cities are doing with all one fund and then pulling it out into an operating account. She stated that they could have a financial advisor to come in and talk to them if they wanted and asked if they had their own advisor do some research on this. 
Mrs. Benedetti stated that they will probably be in at the end of June to talk to them. 

Mr. McLaughlin asked if they were the ones that recommended this proposal. 

Mrs. Benedetti stated that they did not but the problem has been underfunding and they thought if they separated out the general fund to start a new policy and if they started out the year with $274,000.00 where are they getting the money at. 

Ms. Prestigiacomo stated that it is all in one big fund and it is being floated.  

Mrs. Benedetti stated that they aren’t supposed to be using the other funds unless it is approved by the council and it is not being done.  

Ms. Prestigiacomo stated that she would agree with that and she isn’t saying that they should do it the same way they have been doing it but she would say that this is not the best way to accomplish what they want to do. 
Mr. Blair stated that you can have checks and balances with one account without physically separating the money into different bank accounts. 

Mrs. Benedetti stated that she would agree but they get slapped at the end of the year each year because the money falls short. 
Mr. Blair stated that he doesn’t understand why if the money is there it needs to be separated to see that.  

Mrs. Benedetti stated that basically at the end of the year when they go to tap into this fund they don’t have it because it is being used throughout the year without approval. 
Mr. Blair stated that he thinks they can accomplish what they want without separating the fund and the fact that other municipalities are doing it proves that point. 

Mrs. Benedetti stated that other municipalities aren’t underfunded at the end of the year. 

Mr. Gonder stated that he doesn’t believe that at all. 

Mr. Blair stated that they are not the only municipality that is underfunded nor does he believe that that other cities aren’t having financial difficulties.   

Ms. Prestigiacomo stated that this year they are going into it with a balanced budget and going into the other years they knew there wasn’t going to be a balanced budget. She explained that unless there is an unforeseen emergency they shouldn’t run into a deficit this year and they are actually under budget so far this year. 
Mrs. Benedetti stated that if they don’t start their practices now then they are headed for a train wreck in 2013 because they are losing their grant for the Fire Department. 

Ms. Prestigiacomo stated that this is not the best way to accomplish that nor is it what every other municipality is doing. 
Mrs. Benedetti asked if she can swear to them that they will not use funds out of the other accounts unless it comes to the council for approval.

Ms. Prestigiacomo stated that she would make sure that was done. 
Mrs. Benedetti stated that their past practices have not been good practices so they are trying to get a jump on this to say that this body has to be more informed.  

Mr. Blair stated that they need to plan and forecast and not be reactionary which are their checks and balances and separating the accounts would hinder that.   

Mrs. Benedetti stated that she is tired of being written up for them not coming to the council for these issues. 
Ms. Prestigiacomo stated that they are also getting written up for having too many bank accounts. 

Mrs. Benedetti stated that may be true but one of the issues with that is that they don’t bank reconcile. 

Ms. Prestigiacomo stated that she reconciles every month

Mr. Blair stated that they need to make an adjustment and move forward and it isn’t fair to say that she is out of balance when it is something that happened in the past and that can’t be corrected until they make an adjustment. 
Mrs. Benedetti stated that if she is bank reconciling then they need to get those with her signature so that they know it is being done. 
Mr. Blair stated that is fine to ask that and they can put those reporting mechanisms in place so that they have that information and they can move forward and maybe that will require new software or something of that nature to be able to have the capabilities to do it. 

Mrs. Benedetti stated that this isn’t person against Ms. Prestigiacomo but the city has got to start doing things right. 

Ms. Prestigiacomo stated that she can’t change everything in 4 months and asked what she is supposed to do if payroll is short and they don’t have a meeting scheduled and she doesn’t have a funding mechanism to borrow.  
Mrs. Benedetti stated that they are available all the time. 

Mrs. Prestigiacomo stated that there are certain requirements for notices and it will make it a logistic nightmare if she can’t borrow and all she can do is come to the council and beg for money. 
Mr. Blair stated that with proper planning, cash flow adjustment, cash flow analysis, and projection reports they shouldn’t ever be in that position. He stated that they need to get to a point where they plan ahead. He stated that they all want the same thing but they are differing on how to get there and he doesn’t think having a separate account is the way to go.   

Ms. Prestigiacomo stated that they all keep talking about how it has been done in the past and they want to do all these punitive things because they think they aren’t getting what they are supposed to be getting, but they have to realize that she has only been in the office for 4 months and she has not been given a chance to get things set up the way she wants it. 
Mr. Caesar asked Ms. Prestigiacomo if there is a short answer to how she might want to change how things are done to where they could get some good numbers every month.  

Ms. Prestigiacomo stated that the new software upgrade will allow for them to log in the system and review reports and she would like to get that by the end of the year.

Mr. Caesar stated that he would like to see it way sooner than that. He explained that they have let the administration run things for too long and in order for them to take the reins back they need access to information and it has been hard for them to get some of this information in previous years. 
Mr. Gonder asked what the cost would be for the new system.

Ms. Prestigiacomo stated that there are different modules that they could upgrade including project and grant tracking so they are getting the cost of the financials upgrade as well as additional modules that they think would benefit the city. 
Mr. Gonder asked if the computer system could be purchased like the police cars through the state program.

Ms. Prestigiacomo stated that she doesn’t think so because there isn’t ever a time where they are all switching. She explained that she went to the Controller’s conference and most of them are converting or have converted to this system.  

Mr. Blair stated that they have a balanced budget this year and they need to move forward from there and give the Controller an opportunity to implement policy and procedures and then reevaluate this next year. 
Ms. Prestigiacomo stated that she talked with some of the other cities and of the four that responded they all put their money in an investment account so that they can get a better rate and then they have sweep accounts and she would love to look into doing something like that. 
Mr. Zurschmiede stated that he brought this issue of sweep accounts four years ago and it was supposedly taken care of at that time. 
Ms. Prestigiacomo stated that sewer has a sweep account and the main bank had a sweep account. 
Mr. Blair stated that the benefit isn’t just the interest earned but the ability to fund a different account. He stated that the thinks they should look at the banking relationship as well. 

Ms. Prestigiacomo stated that some of the other cities that she spoke with bid out to banks every 3-5 years. She explained that she is concerned that if they borrow from other funds they will get cash poor and then they will be stuck if an emergency happens. She presented a handout to the council on the process that they would have to go through in order to borrow from a bank in the event of an emergency. 
Mr. Zurschmiede asked if we are using any TIF funds to shore up the general fund and if she knows how much money do we really have.

Ms. Prestigiacomo stated that they aren’t using any TIF funds but there are some smaller finds in Bank 1 and she explained that there is about $4.2M in Bank 1.

Mr. Zurschmiede stated that they are more than a third of the way through the year and by his calculations they should have already spend about $4M so he doesn’t understand how they have another $4.2 on hand. He stated that when they received the statement that showed what was in all of these funds it was nowhere near this amount.  

Ms. Prestigiacomo stated that they are under budget and have spent about $1.4M/month. 
Mr. Zurschmiede stated that still doesn’t add up when they combine that with the $4.2M she says that they have in the bank. 

Ms. Prestigiacomo explained that what he is referencing isn’t all that is in the account. 

Mr. Zurschmiede asked what else is in Bank1.

Ms. Prestigiacomo stated that the two pension funds are in there as well. 
Mr. Blair stated that in order to manage their finances they need to get cash flow projections so that they can see the inflow and outflow as well as the ending balance for the month. He explained that they need to have the mechanisms to create those kinds of reports so that they can project and be forward thinking verses reactionary.  

Ms. Prestigiacomo stated that when she gets her June settlements she is projecting that there will be enough to operate until late August and she will come to them at that point to let them know that they have used up the funds and how they will proceed. She stated that she has no problem coming to them bi-monthly to report where they are at so that they can approve it. 
Mr. Gonder stated that he would like to see the money that we have saved this year actually go toward the new system.

Ms. Prestigiacomo stated that hopefully before the next meeting she will have some cost estimates for them and if they would like for them to come in and do a presentation on the software she thinks they will really be pleased with what it can do. 

Mr. Caesar stated that he supported what Mr. Zurschmiede brought before them just so that they could take a stand and say that they need the information from now on and they felt like this was the only way they would ever know what was going on. 
Mr. Zurschmiede stated that with this system there will be a lot more interaction between the council and the Controller and that has not happened in the past.  He explained that every since he has been on the council it was brought to them in the fall that the general fund was overspent and they want to know earlier in the year so that they have time to rectify the situation before the end of the year. He stated that this will force them to keep each other on their toes but he does agree that the new software will really help them out with this as well. 
Ms. Prestigiacomo stated that if they go this route she is going to need the ability to borrow because if they get cash poor it isn’t as simple as calling up PNC to get a loan. She explained that the cities that she spoke with have all pooled their money into one account for operating and one for savings. 
Mr. Coffey stated that they have been hammered over this fact every year and the fact of the matter is they never have enough money in the general fund and at that time the administration comes to the council for the funds. He stated that they have been written up for mixing the funds and he spoke with Brian and he told him that this separation is what they should do. 
Ms. Prestigiacomo stated that she just spoke with Brian this morning and he didn’t even know this was going on and stated that he never told any of them that they should separate the funds out. 
Mr. Blair stated that he would like to hear from the auditors before they vote on this.

ADJOURN:
There being no further business before the board, the meeting adjourned at 6:55 p.m. 

_____________________________


_____________________________

Diane Benedetti, President 



Vicki Glotzbach, City Clerk
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