FINANCE COMMITTEE MINUTES

FEBRUARY 13, 2014

The meeting was called to order by Chairman Berbee at 4:30 p.m.
Mr. Berbee thanked everyone for switching their schedules around for this meeting.

Mr. Berbee expressed his condolences to the entire Journal Tribune family and asked that Ryan Horns
pass them on. Marie Woodford’s grandson passed away.

MEMBERS PRESENT: Henk Berbee, J.R. Rausch, Mark Reams

OTHERS PRESENT: Matt Stout, Andy Brossart, Jay Riley, Tim Aslaner, Jeremy Hoyt, Terry Emery,
Jenny Chavarria

REPORTERS PRESENT: Ryan Horns-Journal Tribune

APPROVAL OF MINUTES: The minutes for the meeting on January 16, 2014 were approved as
presented.

AGENDA:
0 Monthly Budget Review and Accept January Financials
Ms. Chavarria reported $1.5M in income tax, about $180,000 more than this time last year.

Regarding the General Fund, January was a three-pay period, so it looks like personal services were
higher.

Sewer fund — Sewer charges for services amount to $858,000, higher than 2013, but that was because
2013 was a time where January receipts were posted in February, so it made it look like last year was low.

Water fund - Water charges for services were around $554,000, a slight increase from last year.
Ms. Chavarria reported an error in the debt service schedule. The sewer note was actually renewed.
$1.65M was the renewal. We were able to pay an extra $100,000 towards that note per Council’s

recommendation.

Mr. Rausch moved to accept the January financials, seconded by Mr. Reams. January Financials were
accepted.

0 Debt Update
Mr. Andy Brossart gave an update to the Finance Committee. (Report attached)

Referring to Page 4 of his report, in terms of where the markets are. The Chart shows where the 20 year
General Obligation average has been going back to 2009.
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We’re down about 25 basis points from the high point, which was around the end of September. He
doesn’t see a whole lot happening this year. Had a testimony from Janet Melen and she will continue on
with the plan of action that has been laid out. He sees the short end yield curve staying relative stable. If
anything, may see the back end move, but not dramatically. Still at historical lows. To be at an average
of 4.48 for a 20-year paper is still very, very cheap.

Page 5 — The Yield Curve.
Rates are still low. Short term rates aren’t going to change this year.
Page 6. Call Options for Municipal Bonds

Regarding the sewer issue, that goes out until 2044. The IRS allows one advance refund before the call
date, so you want to be strategic about when you pull the trigger on an advance refund. When you hit the
call date or after the call date, you can refund the bond as many times as you want through the life of the
bond issue. Interest rates come into play; future capital needs in the future come into play in terms of
refinancing and the savings percentage. Typically anything above a 3% savings metric is when you want
to pull the trigger. The city has done a lot of that in the past and all the debt has been refinanced at this
point in time, but in terms of what’s out there now, he wouldn’t recommend looking into anything at this
time, mainly because the reinvestment rate is so low when you have to put it in escrow.

Mr. Stout noted that 2011 bond has been refunded, but it was done at a much significant lower rate than
what the market is today. We may be ten years out before we have a call date.

Mr. Brossart said an investor is willing to give you 6 to 8 years for a long period of time, so they want
some call protection. We’ve been able to get away with 7-8 year calls. Will look at that further down the
road.

Page 7. Bond Ratings. The city is rated Aa3, which is a very good rating.

Page 8 — Moody’s General Obligation Bonds. Blue columns show where most of the cities in Ohio are
express Universe rated. Marysville falls right in the middle. He noted a lot of these municipalities are
going to shift to the right in the next couple of months.

Page 9 — Moody’s New GO Scorecard

Factors that Moody’s look at: Economy/Tax Base Rate. Used to be 40%, is now 30% of credit strength
toward that category. They have taken debt/pensions to 20%; it was 10%. There is a new GASB coming
out and the requirement is to report your allocation of the pension shortfall on your balance sheet as a
liability. Moody’s has a little different structure which is more detrimental, and that number is higher.
Will get that number when we get a rating on the sewer note. The state auditor said local governments
aren’t legally obligated to make that payment. If it’s $30M to the city of Marysville, there is no legal
liability there, but Moody’s feels differently. They are doing a global US look at this that some states
have come back and say you owe us the money. That’s why they are changing this factor. Moody’s just
put 139 municipalities in the state of Ohio on watch. Marysville has not yet gotten a call or email, so that
means Marysville is in the safe category for the time being. When looking at Marysville debt paid out of
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the General Fund, that’s come down an awful lot. General Obligation Bonds were used to finance some
sewer and water projects. As far as General Fund debt support, Marysville is in pretty good shape.

Page 11 - Moody’s Local Government GO Bond Methodology. This gives a snapshot of where
Marysville is at. Note highlighted numbers. Mr. Brossart pointed out in Factor 3, the Operating History:
5-Year Average of Operating Revenues/Operating Expenditures is not an accurate representation of
where Marysville falls. Because there were some one-time expenditures that skewed that number, those
one-time expenditures need to be taken out to get a more accurate number.

Page 12 - Moody’s Local Government GO Bond Methodology. A framework that Moody’s looks at
when they look at ratings relating to municipalities and their flexibility of raising revenues and flexibility
of controlling expenditures when needed and the city’s willingness on both sides to do that.

Page 13 - Marysville City Outstanding LTGO Debt Service (Listing of Marysville’s outstanding
Bonds)

Mr. Berbee said the short term debt is scary. Amount is about $24.5M. If we were to split the sewer up
into two, it would add a considerable amount of money onto the cost of financing. It would stabilize it,
and if we knew for sure that we were going to stay at or below 1%, we would never go long term with it.
He asked Mr. Brossart how long before he thinks it will increase. Mr. Brossart said from all he’s heard,
the economy is moving at a very slow pace. Looking at the charts, long term rates over three years have
moved; but short term rates haven’t budged. That’s one factor of a decision. Another factor is, does the
system support it right now with the coverage factors and that answer is no.

Mr. Brossart said with short term notes, the city can pay down debt more aggressively.

Mr. Berbee noted one advantage is two-fold. Having been awarded many years ago by the
Commissioners, Jerome Village is definitely helping us. When the decision was made 10/12 years ago to
go from a Marysville Water reclamation to a regional, we were building 600-800 homes a year.
Marysville had around 93 homes last year. We do need to be at that 500-600 tap in fees per year to help
us pay off and stay at the 1.1 testing, especially when it comes to the sewer. We do hope to see it
stabilized by 400/500 per year. Mr. Reams added that it’s not only the homes; it’s the equivalents of the
commercial and industrial too.

Mr. Brossart said to expect the note for the sewer system to come to Council on March 13,

Mr. Rausch asked if we’ve been rated on the $24M, is there any advantage as we aggressively pay down a
little more, maybe instead of paying on the administrative building, we pay on the $24M. Mr. Brossart
said there are two different pots of money. Anytime you can pay down a note issue like that, it’s to your
benefit, but in terms of crossing over the revenues and income tax to pay that off, it hasn’t been the policy

in the past. When you go to market with an issue that size, you tend to get about 10 basis points better
with the rate.

Mr. Reams said it looks like our rating is not going to change. Mr. Brossart said no, it’s in a stable range.
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Mr. Emery noted that the 33 corridor is only going to get busier and because of our fund balances, is there
a possibility for our rate to move in a positive direction? Mr. Brossart said before the methodology
changed, he would have said yes.

o Utility Working Group Update

Mr. Emery reported that the Group continues to meet and looking at determining and verifying our utility
connection charges and user rates to make sure that we’re on the right track.

City Engineer Jeremy Hoyt says the group feels that the rates are fair and equitable. Rates have been
verified, as well as verified by a third party. Language has been verified in the code to make it consistent
with water and sewer with how we actually operate.

Regarding Multi-Family Development Utility Capacity Fees. The group looked at adjacent communities,
such as Delaware, Delaware County/Del-Co Water and City of Dublin. City of Dublin allows master
metering; Marysville, City of Delaware and Delaware County does not. Master metering consists of one
big meter and one big bill instead of multiple meters and individual bills for each apartment customer.
City of Columbus is so big and can afford to spread out that lost revenue over 400,000/500,000
customers; Marysville does not have that ability with only 7,000 customers.

Also looked at comparable cities, those with 15,000-40,000, located 20/30 miles of the significantly larger
municipality and have their own collection and distribution systems. Dublin gets their services from
Columbus and follows all of their policies. Comparable cities were Circleville, Delaware, Lebanon,
Piqua, Marion and Wadsworth. In reviewing their codes, five of the six randomly selected comparable
cities do not allow master metering.
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Slide #5 Multi-Family Development Utility Capacity Fees

Multi-Family Development
Utility Capacity Fees

—_a Capacity Fees

For reference, the current Utility Capacity Fees are shown below:

Wastewater Capacity
Fees

matysville

Size of Equivalent Watsr Capacly Foos

Meter '\.f.;t;r Residential County’ County’ Examples
((EES) Units (ERU) City (10% City (20%
Surcharge) Surcharge)

5/8" iPerl 1.0 $4,950 $5,445 $6,562 $7,874 Typicall Residential

17 iPerl 2.2 $10,890 $11,979 $14,436 $17,323 Pizza Hut
c2 8.0 $39,600 $483,560 $52,496 $62,995
T2 8.0 $39,600 $43,560 $52,496 $62,995
7 McDonald’s, Home
2 C2 8.0 $39,600 $43,560 $52,496 $62,995 Depot) Krooer

2" T2 10.0 $49,500 = $54,450  $65,620 | $78,744 BOStO“'SIYnEamrJtOH

3" 2 20.0 $99,000 $108,900 $131,240 $157,488 Wal-Mart,

= Marysville High
3 T2 26.0 $128,700 $141,570 $170,612 $204,734 School
4” (7] 40.0 $198,000 ~ $217,800 | $262,480 | $314,976 Bunsold Middle
4" T2 50.0 $247,500 | $272,250 | $328,100 | $393,720 School
6” (7] 80.0 $396,000  $435,600 | $524,960 | $629,952
6” T2 100.0 $495,000 ~ $544,500 | $656,200 | $787,440

Note: The meter equivalents for all meters larger than six (6) inches will be calculated by the City based on the:
actual meter capacity.

Bob Evans

ORW
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Slide #6 Multi-Family Development Utility Capacity Summary

Multi-Family Development [(g})
Utility Capacity Summary e

Delaware County /

— City of Marysville City of Delaware Del-Co Water

City of Dublin
Type Water  Wastewater
(WAT) (Ww)
Capacity Capacity
Fee Fee

WAT WwWw WAT Ww WAT WwWw
Capacity Capacity Capacity Capacity Capacity  Capacity
Fee Fee Fee Fee Fee Fee

Master Meter
Permitted (Fee No No No No No No Yes Yes
Reduction)

$123,006 $102,617
$5,445 $7,874 $5,385 $5,000 $5,900 (4" master (4" master
meter) meter)

Utility Capacity
Fee

Applicable
Surcharge
Multi-Family
Factor (Assume: 70% (or
Two Bedroom 0.7)
Apartments)

Number of

Equivalent 185.5 185.5 198.75 198.75 198.75 198.75 16.7 16.7
Taps

2014 Capacity
Fee Discount
Individual Total
(per unit)
Overall Total
(265 units)

$1,950 N/A N/A N/A N/A N/A N/A N/A

75% (or 75% (or 75% (or 75% (or

[v)
UUB(Cr D) | 57 0.75) 0.75) 0.75)

N/A N/A

(-$500) (-$500) N/A N/A N/A N/A N/A N/A
$4,826.50 $5,161.80 $4,200 $4,038.75  $3,750 $4,425 $410.02 $342.05

$2,646,900 $2,183,269 $2,166,375 $225,623

Bottom line, Marysville is about 10 to 12 times higher than City of Dublin. It’s not so much the
capacity fees as the thought process behind it. We treat multi-family like residential, where
Dublin treats them as commercial.
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The Group looked at different options. Slide #7 Multi-Family Development Utility Capacity Fee
Options.

Multi-Family Development marySiille
Utility Capacity Fee Options

Utility: Capacity: Fees Options

The Utility Rate Working Group considered multiple capacity fee methodology.

options including:

® Treating “Multi-Family Development” as “Commercial
= Significant financial impact ($1.8M difference on the 300 unit multi-family development)
Offering a “discount” to multi-family developments outside the City of Marysville Growth

Area
= Sets a dangerous precedent as typically “residents” pay significantly less than “non-residents”
= How is the “discount” quantified?

Potential consideration for a “payment plan” over five (5) years for large connection

charges (greater than 2” size)
= Requirement of a bond / letter of credit to ensure the entire amount is guaranteed
= Requirement of a “down payment” (i.e. approximately 50% of the total cost)

1

Charging based on anticipated maximum flow and not based on water meter size
= Similar fees obtained...but additional monitoring and fees at a later date (outside the original
construction loan)

The Current System Capacity Fee Incentive Policy (Resolution 23-06)
= In summary, this resolution allows the City to reduce the capacity fees for a larger, targeted use
project (provided the specified requirements are met) within the City Corporation Limits to a
three (3) inch meter cost.
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Slide #8 Multi-Family Development Utility Capacity Fee Comparison

Multi-Family Development
Utility Capacity Fee Comparison

City of Marysville
“Commercial” Difference
(4" master meter)

matysville

— City of Marysville
“Residential”

Type
yp szva/:% Wastewater ~ WAT ww WAT ww
(wWw) Capacity Capacity Capacity Capacity

Cag:(e:lty Capacity Fee Fee Fee Fee Fee

Master Meter
Permitted (Fee No No Yes Yes No No
Reduction)

Utility Capacity Fee $5,445 $7,874 $217,800  $314,976 N/A N/A

$1,950 x
ERU

Applicable

Surcharge L R

N/A N/A N/A
Multi-Family Factor
(Assume: Two

Bedroom Apartment)

O (o
700/”7)(0' 70% (or 0.7)  N/A N/A N/A
Number of

Equivalent Taps

2014 Capacity Fee
Discount

185.5 185.5 e 40 145.5 145.5

(-$500) (-$500) (-$250) (-$250) N/A N/A
Individual Total (per
unit)

Overall Total (300
units)

$4,826.50 $5,161.80 $1,078.49  $1,150.85  $3,748.01 $4,010.95

$2,646,900 $590,776 $2,056,124

The group looked at offering a discount to multi-family development outside the City of
Marysville growth area, but that sets a pretty dangerous precedent. The group struggled with
how to quantify that discount since all the capacity fees are based off of very detailed
mathematics.

Another concern was the requirement of a bond in case they were there two years and went out
of business and we had no way to recoup our money. We need to adequately protect ourselves.

If a big industrial user wants to put in a 6 meter, we can reduce that to a 3” meter which is more
reasonable, but they must meet certain parameters, job creation, capital investment and jobs of
50,000 and more.
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Slide #9 Multi-Family Utility Fees Additional Statistics

Multi-Family Utility Fees malySuille
Additional Statistics

Approximate System Wide Einancial limpact
Commercial and Residential Multi-family customers on the City System account for

12.3% of the total income for our entire system
® The addition of this proposed development is projected to approximately increase the:
= Overall income (from user rates) by 1.2%
= Overall flow by 0.8%
= Multi-family (Class #2 and Class #5) income by 8.9%
= Multi-family (Class #2 and Class #5) flow by 5.7%

« Complete removal of this City Code section (i.e. capacity fees based on master meter size)
will decrease the potential connection charge revenue from $9.2M to $1.6M (—82.5%) on
the currently zoned “BR” and “R-5" properties within the City

[Vacant High Pensny Multi-Family] T m

&\ emengilg
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Slide #10 Upcoming Multi-Family Development

City of Marysville matySuille
Upcoming Multi-Family Developmen

Although there has been a limited amount of recent multi-
family development (either due to market conditions /
economy or utility capacity fees), the City has seen an
increase in multi-family developments:

Milford Crossing

This project includes all necessary public infrastructure (road
widening, stormwater detention, sanitary sewer and waterline)
to service approximately 76 multi-family units along Milford
Avenue. Construction is anticipated to begin in early Spring.
The Capacity Fees for this project are approximately:
$560,000.

Walker Villa Condominiums

This project includes all necessary public
infrastructure (stormwater detention,
sanitary sewer and waterline) to service
approximately 26 multi-family units within:
the Walker Meadows development.
Construction is anticipated to begin in early
Spring. The Capacity Fees for this project
are approximately $210,000.

The Group has determined that the way we currently calculate multi-family capacity fees is fair
and consistent for current customers and developers, not just multi-family but single family as
well. Our methodology is comparable with adjacent communities our size. Any money we
would not receive from this may have a negative impact on the rates.

Mr. Emery said we are just not comfortable at this point in time. Our interest when that time
comes is to do whatever we can do to ease the burden, but now is just not the time, and
establishing a precedent with a particular development sets a bad tone and we would be
inundated with that type of request.

The Group will continue to meet on a regular basis.

Mr. Berbee confirmed that with our customer base of around 7,000, we have a certain
expenditure. To what capacity do we need to go to grow. The system has a 4 mgp per day and
we come in at 1.8 and peak at 2.4 on a daily basis. What is the comfort point with the way the
facility is with the future. That seems to be getting further and further away if we don’t get those
increases and we don’t average 2 to 3 mgp per day. Mr. Hoyt said thought has definitely been
given to this. We would like to be operating at 90% efficiency. You want to sell low to get
people on the system to use it, but if they’re not paying their fair share, is it worth having them
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on it. The Group wants to stick with consistency, making sure we’re doing everything and
everyone is paying their fair share.

Mr. Berbee asked Ms. Chavarria if she is comfortable based on the last couple of years that we
can continue to ride this out. She said for the Enterprise Fund, we’ve definitely hit the bottom
and we’re on our way out. Development is coming. The worst is past us. It is her
recommendation at this point to continue to monitor it and stay on course with our fees.

Mr. Rausch appreciates all the work of the Utility Working Group. Mr. Emery commended all
the detailed work done by Mr. Hoyt.

0 Credit Card Update

Ms. Chavarria said contracts have been signed with Official Payments. Waiting for a call with
an implementation date. Official Payments would like to get it done by March 20t if at all
possible. For ACH initiated by the city, there is no charge, but if you initiate your bank to make
the transfer, then there is a charge.

o EMS Billing Update

Chief Riley said that the Marysville Fire Division entered into a contract with the State of Ohio
Department of Rehabilitation to provide EMS transport for inmates at the Ohio Reformatory for
Women. The contract includes emergency transport of inmates from ORW to Memorial
Hospital of Union County. It also includes inter-facility transport of inmates from MHUC that
are required to be admitted to a medical facility in Franklin County, typically Ohio State Wexner
Medical Center. The City entered into the contract on October 15, 2013 and it runs through June
30, 2015.

Since October 151, have done 31 inter-facility transports and have received billing for 16 of
those totaling $17,523.60. This is an average of $1,095 per inter-facility transport. We bill at
BLS; an ALS rate is different and we add a loaded mileage rate which is $12.00 per mile. That’s
why receipts are higher than what is actually billed. Have also done 51 transports from ORW to
MHUC. As aresult of the added runs, not only from ORW but in the city has a whole, we have
seen revenues go to $79,911 in January 2014, which represents a little over 20% of anticipated
for the entire year.

Just this past month alone, had 24% increase in EMS runs for January 2014 compared to January
2013 and a 66% increase in fire calls compared to 2013.



Chief Riley noted that due to the increase in transports, they keep 3 people in an ambulance.
When doing these in the hospital, there are two people because they are already stabilized, one
paramedic in the back with the patient and one EMT driving. Because they’ve been so busy,
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he’s had to backfill those two people with overtime, and the overtime is about 23% of what it is
for the year right now because of the bad year and having to bring in more people. We’re still on
the plus side with EMS billing, but we’re making more money, but spending more money. We
will have to keep an eye on overall staffing, depending on the resources that we have. Staffing
was based on run volume in 2011, 2012 and 2013. If run volume goes exponentially up as it has
the last three months, there will have to be discussions on how to meet these challenges.

The city has been with Medicount Management for the last 15 years. For the most part, we’ve
had good luck, but not so the past couple years. They had to revalidate the city to Medicare and
did not receive payments for a long time. Received $167,000 payment which was back payment,
with lost interest. When we transitioned to billing with ORW and Administrative services with
the state, they decided to not bill those, which was an issue with Chief Riley. At that time, the
decision was made to look at a different EMS Billing Provider. Beginning in March 2014, we
will be changing to EMS Billing Provider to McKesson Corporation, located in Miamisburg,
Ohio. We are streamlining our billing procedures, improving customer service while lowering
the percentage charged to us for processing each run. Under our previous billing service, we
paid 7% of revenue for each run as a processing fee; under the new vendor we will be paying
5.5%.

Mr. Berbee referred to Ms. Chavarria’s finance report. The increase in January last year 2013
EMS service charges were $26,000, currently we’re almost at $80,000. Chief Riley explained
that it’s two-fold. One is the additional runs to ORW and the other is additional runs in the
community as a whole.

0 2014 Financial Goals and Recommendations

A) Budget 600,000 per year for repaving (blacktop schedule)
B) Pay off short term notes:
- Fire Station $250,000 per year
- City Hall $500,000 per year (pay off completely within 8 years)
C) Make maximum principal payments on the Sewer Improvement Revenue BAN.
D) Establish in 2014 or 2015 a revised Council compensation schedule for new members
after January 1, 2016:
- Council member - $6,000 per year
- Vice President - $6,600 per year
- President - $7,200 per year
E) 0% loss pay from accidents (BWC)
F) Invest $100,000-$150,000 per year for the next five years in Parks & Recreation
maintenance and upgrades utilizing the capital improvement plan (CIP) developed by the Parks



& Recreation Commission. Look into the possibility of hiring a planner to assist in the
development of the CIP.
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G) Allocate up to $150,000 for additional parking in the downtown area (purchase property
and pave).

H) Maintain General Fund reserves at $5M or 5 months of operating expenses, whichever is
higher.

)] Review utility rates annually with long term goal of utility rate reduction, yet keeping in
mind the well being of the Enterprise Funds and debt covenant agreements.
J) Preserve and protect the Enterprise Funds. In particular, do not allow chargebacks to

Fund 535 and limit capital improvements to all Enterprise Funds with particular attention to
Fund 551.

Ms. Chavarria said that based on what she sees today, she recommended the following:

A) Put a little more money towards the pavement maintenance program.

B. Can pay off short term notes based on amortization schedule that was set up to when they
were originally issued. We can get back on track to pay $750,000 on those notes.

G. She believes we can look at property from someone willing to sell. We can allocate
money for that this year.

H. Maintain General Fund reserves at $5M or 5 months of operating expenses, whichever is
higher.

As we get to each of these items during the year, we sit down and discuss and take it Council at
that time.

Mr. Berbee noted that there is a good match between Council and Administration, which is the
reduction of debt. That seems to be the main priority of both parties.

The meeting adjourned at 6:00 p.m.
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