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MOUNTAIN BROOK FINANCE COMMITTEE

AUGUST 16,2016

The Finance Committee of the City of Mountain Brook, Alabama met in public session in the Pre-
council Room (A106) of City Hall at 8:00 a.m. on Tuesday, the 16th day of August, 2016. The Chairman
called the meeting to order and the roll was called with the following results:

Present: Lloyd Shelton, Chairman Bryan Helm
Page Daniel Jack Martin
John Doody Thomas Yardley
Craig Fravert

Absent: Lawrence T. Oden, Mayor

Also present were City Manager Sam Gaston and City Clerk Steven Boone.

1. INTRODUCTION AND OVERVIEW (8:00-8:20 A.M.) - APPENDIX 1
Matters discussed by Mr. Gaston not currently in the budget [draft 2] include:
• Watkins Creek Bridge (a benefactor has offered to pay the $35,000-$40,000 cost of the bridge

and the City will have to pay for the $60,000 installation cost
•  English Village parking lot lease - lessor is seeking a 50% increase in the annual rent
•  Improvements to the intersection of Montevallo, Church and Montrose - $350,000 project cost

that could be funded 80:20 with a grant applied for through the Metropolitan Planning
Organization

•  Across-the-board pay increase

Mr. Boone stated that he has updated revenue projections using the year-to-date revenues through July
increasing General Fund revenue by approximately $28,000. Ad valorem taxes have been increased
slightly. Sales taxes have been reduced slightly for existing businesses to reflect current conditions.
The increase in sales for the year is attributable to the new stores opening in Lane Parke and the
Crestline Piggly Wiggly.

After some discussion regarding the pay increase recommended by the City Manager, Chairman
Shelton called for a motion. Mr. Martin made a motion recommending that the City Council authorize
a pay increase in the amount of 1-1/2% (estimated to be $275,000 annually). The motion was
seconded by Mr. Fravert. Then, upon the question being put and the roll called, the vote was recorded
as follows:

Ayes: Lloyd Shelton, Chairman Bryan Helm
Page Daniel Jack Martin
John Doody Thomas Yardley
Craig Fravert

Nays: None

The Chairman declared the motion carried by a vote of 7—0.

2. FIRE DEPARTMENT (8:20-9:00 A.M.)
After hearing the comments from Chief Mullins, the Committee discussed the following:
•  Is an increase in ambulance service fees warranted? After some discussion (APPENDIX 2), it

was the consensus of the committee members that the fees are left in place and those collections
to be administered by a new bulling service beginning September 1 is evaluated. The billing
service will be paid a percentage of collections so it is hoped that collections may improve some.
Mr. Martin and Mr. Fravert both expressed concem about the revenue ($262,000, pg. 38) being
less that direct expenses ($454,863, pg. 108). Mr. Fravert suggested that the City look at what
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portion of the direct costs may be attributable to non-transportation related activities to get a better
idea of what the actual net cost of providing the service is to the City.

•  Bids for the joint training facility ($395,000 pg. 115) to be constructed at the Public Works
compound came in at $492,000 largely due to new energy efficiency building regulations. This
project will be revisited before being presented to the Council for consideration. The most that
can be adjusted without having to rebid is 10%.

•  The budget includes $7,500 for a site plan (pg. 115) for Station 2 (Locksley/Overton) in
anticipation of long-range plans for major renovations or replacement of the facility

•  The operating budget includes $12,000 for tactical response team medical equipment (pg. 105)

3. EMMET O'NEAL LIBRARY (9:00-9:20 A.M.)
After hearing comments from Director Sue DeBrecht (APPENDIX 3) and Chairman Max Pulliam,
other discussion included:

•  The difficulties associated with managing part-time (1/2-time) personnel and the challenges of
[part-time] employee retention

•  Overtime ($12,000 pg. 181) is largely attributable to after-hours programs and lack of part-time
workers

•  Mr. Boone suggested that the Library consider working part-time employees more than 20 but
less than 30 hours weekly thereby requiring them to participate in the pension plan (but not the
medical plan). The cost to the City will be 4% of payroll, however, this cost will be forfeited (i.e.,
left in the pension plan) upon the part-time employees' separation of service. The downside is
that these part-time workers will be withheld 7.5% of their wages for their participation in the
pension plan (all of which can be claimed upon their separation of service).

•  Executive search fees of $ 15,000 [to fill the Director's position upon the occasion of her
upcoming retirement after 31 years of service] are included in the proposed budget (pg. 182)

•  After the Library officials left, suggested modifications to the Library's budget include increasing
the [executive search] consultants' fees by $15,000 as it is unlikely than any of the fees will be
paid in fiscal 2016

4. PLANNING, BUILDING AND SUSTAINABILITY (9:35-9:55 A.M.)
After hearing comments from Ms. Hazen and Mr. Simmons, other discussion included:
•  A request to increase the automobile allowance of the Senior Plans Examiner from $4,800 (pg.

85) to $7,200. Mr. Gaston suggested that he and Ms. Hazen meet later to re-visit this request as
he did not recall the requested increase to be that much. [Subsequent to the meeting, the
automobile allowance was increased to $6,000.]

•  A request to upgrade the Administrative Assistant (grade 16) to a Minute Clerk (grade 22) to
more closely match her current responsibilities

•  Also included in the budget is a temporary/part-time Senior Administrative Intern ($9,867 pg. 86)
to assist with some special projects. This position, if approved, will work no more than six
months and generally less than 20-hours weekly.

5. POLICE DEPARTMANT (9:55-10:30 A.M.)
After hearing comments from Chief Cook, other discussion:
•  The budget includes a new police officer to be assigned to a joint task force under the direction of

the District Attorney. Participants in the program will be eligible to recover a portion of their cost
from asset seizures.

6. PARKS AND RECREATION (10:30-10:50 A.M.)
Budget related discussion included:
•  The SUV ($24,000 pg. 172) and F150 ($26,000 pg. 172) have been ordered and are expected to be

in before the end of the year so these line items can be removed
•  The restroom ($115,000 pg. 168) should be increased by $50,000 due to a possible 2016

carryover and budget estimates running less than ongoing negotiations
•  The landscape truck bed ($7,000 pg. 172) can be eliminated and replaced with a trailer for $2,000
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•  The budget includes the following employee upgrades: 1) Administrative Clerk (grade 13)
Administrative Assistant (grade 16), 2) promoting two people to Skilled Laborer (grade 12), 3)
Skilled Laborer (grade 12) to Labor Supervisor (grade 15)

7. PUBLIC WORKS (10:50-11:10 A.M.)
Budget related discussion included:
•  The budget includes a temporary laborer position ($ 10,965 pg. 156)

8. FINANCE (11:25-11:45 A.M.)
Budget related discussion included:
•  No cost has been included in the 2017 budget for an election (pg. 93). However, a run-off may be

necessary depending on the outcome of the August 23 election.
•  The budget includes an upgrade of the Payroll Specialist (grade 19) to Human Resource Manager

(grade 23) yet to be approved by the Personnel Board of Jefferson County

9. GENERAL GOVERNMENT 11:45 A.M-12:15 P.M.)

After hearing comments from Ms. Gaston, other discussion included:
•  Appropriated agencies (pgs. 74-75): After considerable discussion, there was some question as to

whether the service agreements with the Birmingham Zoo and Birmingham Botanical Gardens
should be continued. However, there was no question that the Chamber and Prescott House
should be treated differently [continued]-the Chamber because it is viewed as the economic
development extension of the City and Prescott House as an extension of the Police Department in
that the City's personnel are not trained to adequately deal with juvenile sex crime and abuse
victims. Mr. Yardley made a motion recommending to the City Council that the: 1) Chamber
appropriation be increased to $150,000 as requested, 2) Prescott House appropriation in the
amount of $5,000 be approved (and moved back to the Police Department budget), and 3) all
other appropriations be eliminated as it is the opinion of the Committee that the City should not be
subsidizing such agencies with taxpayer money. The motion was seconded by Mr. Martin. Then,
upon the question being put and the roll called, the vote was recorded as follows:

Ayes: Lloyd Shelton, Chairman Bryan Helm
Page Daniel Jack Martin
John Doody Thomas Yardley
Craig Fravert

Nays: None

The Chairman declared the motion carried by a vote of 7—0.

10. OTHER DISCUSSION (12:15 A.M-1:10 P.M.)
A. COMMERCIAL DEVELOPMENT AGREEMENT HISTORY (APPENDIX 4)

B. PENSION PLAN (APPENDIX 5)
After extensive discussion, each member was asked for their input. Mr. Helm expressed his distrust of
the Retirement Systems of Alabama (RSA) and he therefore recommended not "over-funding" the
plan but rather continue to accumulate monies internally. Each of the remaining members expressed
displeasure with all of the options but recommended that the City explore further the suggestion
outlined in Mr. Boone's memo to over-fund the plan. Mr. Boone suggested that should the Council
wish to pursue this strategy to address the unfunded liability that City officials talk to a pension
actuary to review the assertions outlined in Appendix 5.

C. BOARD OF EDUCATION

Mr. Boone informed that Committee members that the Board of Education essentially broke-even in
2013, and has incurred operating deficits of (before financing and transfers) of $536,000 in 2014 and
$763,000 in 2015. Furthermore, [it is Mr. Boone's understanding] that the Board has adopted deficit
operating budgets for 2015 and 2016.
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Mr. Boone reported that at the May budget planning work session, Council member Pritchard
informed the elected officials about an earlier discussion he had with Superintendent Barlow regarding
the Board's finances. At that meeting, the Superintendent (recognizing that a meaningful operating
subsidy was unlikely) asked Mr. Pritchard about the possibility of the City providing financial
assistance to the Board for special projects/facility improvements such as resurfacing the high school
track and upgrading playing fields with artificial turf.

Within the last week, Mr. Pritchard informed Mr. Boone that the Superintendent mentioned that it was
likely time for the Board to stop thinking about stop gap measures to prop up the Board's finances and
initiate the [18-24month] process of pursing an ad valorem increase referendum.

After extensive discussion among the members, each was asked for their comments and
recommendation. The individuals were consistent in their recommendation that: 1) the Board should
maintain a balanced budget, and 2) that the City should not subsidize the Board's operations, capital
projects, special projects and/or deferred maintenance . Furthermore, the members thought the Board
should implement a funded depreciation program similar to the City's but conceded that doing so
would likely be a challenge due to budget creep and the Board's history.

D. REAL ESTATE ACQUISITION FOR PLAYING FIELDS/PARK
Mr. Gaston informed the Committee members about the City's consideration of real estate acquisition
for the purpose of constructing additional playing fields/park facilities in response to a recent Park and
Recreation master plan survey. There was no recommendation from the Committee regarding the plan
to acquire the property due to lack of information.

E. ENGLISH VILLAGE PARKING LEASE

Mr. Gaston informed the Committee members about the ongoing parking lot lease renewal
negotiations. The budget does not currently reflect the landlords' requested annual rental fee. There
was no recommendation from the Committee regarding the lease of real estate acquisition due to lack
of information.

11. CHANGE TRACKING WORKSHEET (APPENDIX 6)
The change tracking worksheet summarizes the recommendations described above as well as
corrections and adjustment identified since the City Manager's review of the first draft.

12. ADJOURN

There being no further business. Chairman Shelton adjourned the meeting.

13. CERTIFICATION

I, Steven Boone, City Clerk of the City of Mountain Brook, Alabama, certify the above is a true and
correct synopsis of the discussion from the work session of the Finance Committee of the City of
Mountain Brook, Alabama held at City Hall, Pre-Council Room (A 106) on August 16, 2016, and that
the meeting was duly called and that no formal [City Council] business or action was conducted at
said meeting.

City Clerk
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Ambulance Rates Comparison Chart 23-May-16

Ambulance Organization BLS BLS Varient ALS ALS Varient (level II) Mileage

Birmingham Fire & Rescue $300.00 $400.00 $450.00 $600.00 $9.00

Donald Richardson 205 254-2990

ioseDhd,richardson(a)birminqhamai.qov

Huntsville Emergency IVIedical Services Inc. $325.00 $450.00 $525.00 $675.00 $12.00

Kimberlee Wacker 256 536-6660 kwacker@hemsi.org
Regional Paramedic Services $400.00 $500.00 $700.00 $800.00 $11.00

Jean Stelman 205 295-3004 jean@rpsems.com

Cahaba Valley Fire & Rescue $450.00 $550.00 $600.00 $10.00

Mike Bartiett 205 822-0532 rockyridgefire@belisouth.net
Forestdale Fire Department $585.00 $585.00 $600.00 $10.00

Mike Bartiett 205 822-0532 rockyridgefire@beiisouth.net
North Shelby Fire District $450.00 $550.00 $600.00 $10.00

Mike Bartiett 205 822-0532 rockyridgefire@belisouth.net

Rocky Ridge Fire Department $500.00 $545.00 $645.00 $10.00

Mike Bartiett 205 822-0532 rockyridgefire@beiisouth.net

Center Point Fire Department $525.00 $550.00 $600.00 $10.00
Kim 205 853-5098 iee@centerpointfire.com

Concord Fire Department $598.95 $628.90 $628.90 $11.18

Mike Bartiett 205 822-0532 rockyridgefire@belisouth.net
Vestavia Hills Fire Department $600.00 $600.00 $600.00 $10.00

Juiie Beil 205 978-0225 fire.dept@ci.vestaviahilis.ai.us

Mountain Brook Fire Department $600.00 $600.00 $600.00 $10.00

Chris Muiiins 205 802-3837 muiiinscj@mtnbrook.org
Hoover Fire Department $578.13 $578.13 $578.13 $8.00

David Hambright 205 739-7122 hambrightd@ci.hoover.ai.us
Trussville Fire & Rescue $400.00 $500.00 $500.00 $10.00

Tim Shotts 205 965-6356 tshotts@trussviiiefire.com
Mobile Fire and Rescue $400.00 $500.00 $550.00 $10.00

Ms Bradley / Ms Nelson 251 208-7063 neisont@cityofmobile.org

Average $479.43 $561.57 $612.65 $10.08

Consignment Rates

Medicaid $70.00 $165.00 $165.00 $3.85

Medicare $326.91 $388.21 $561.88 $7.16

Medicare pays 80% of the rates listed - the residual 20% is either

covered by secondary insurance or is the responsibility of the pt

Blue Cross / Blue Shield Based on individual Contract

Prepared by Deputy Chief Stacey L Cole ~ Mtn Brook FD

(205) 802-3831 - coles@mtnbrook.org
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Emmet O'Noa! Library Overview
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CnVOF MOUNTAIN BROOK

P.O. Box 130009

Mountain Brook, Alabama 35213-0009
Telephone: 205.802.2400
www.mtnbrook.org

To: Sam Gaston, City Manager
From: Steven Boone

Date: July 27,2016
Subject: Lane Parke Development Agreement Obligation

The Lane Parke project was originally approved in summer 2012 with a projected phased opening
commencing in 2014. The project was scaled down and the revised development plan was approved in
summer 2013 with a projected phased opening conunencing in 2015. During the preliminary planning stages
of this development, the development team had the inn scheduled to open after the Phase 1 retail. However,
once the Grand Bohemian tenant was secured, the constnicticn of inn was expedited. The inn opened in
October 2015 and the development agreement incentive payments commenc^ in November 2015.

Q
Z

The $10 million revenue sharing portion of the development agreement calls for the City to pay the following: ^

1. 90% of the municipal portion of the ad valorem taxes above the 2012 baseline (indexed 1*1/2% ^
annually). The ad valorem tax portion of the incentive is not due to be paid until the Phase 1 retail
opens. The first stores within the Phase 1 retail are scheduled to open mid-September and the
grocery store is scheduled to open mid-October 2016. As of January 2016, the City owes the
developer $269,000 in ad valorem taxes for fiscal years 2015 and 2016.

2. 90% of'lodging taxes*' upon the opening of the inn. The lodging portion of the incentive
payment commenced in November 2015. The inn is generating both lodging and sales tax
revenue.

3. 90% of sales tax revenue above the 2012 baseline ($728,000) indexed 1-1/2% annually until such
incentive payments equal $1,000,000 in any year. Thereafter, the incentive amount shall equal
75% of the sales tax revenue above the indexed baseline.

4. The revenue sharing portion of the development agreement ends upon the earlier of 25 year after
the effective date of die agreement (or July 30,2037), 20 years after the prefect opening (or
October 2035) or once the $10 million obligation is satisfied.

My initial projections indicated that the $10 million revenue sharing portion of the development agreement
obligation could be satisfied in less than 10 years based on revenue forecasts provided by the development
team.

Because the revenue (based on property valuations for properties still under construction and sales volumes for
stores yet to open and in some cases stores yet to be identifted) forecasts are difficult to estimate^ there is still
considerable room for estimation errors. However, we do have some real estate valuation information and 8-
1/2 months of actual revenue from the inn.

Based on my analysis of the updated information, I estimate that the $10 million obligation could be satisfied
as early as September30,2022 (less than eight years from the opening of the inn). This estimate is still based
largely on the development team's estimated sales tax volume which was largely determined using the sales
per square foot approach. Once the Phase I retail is fully operational (winter 2016/spring 2017), It should be
possible to further refine the sales tax portion of the incentive payments.

The developer projected taxable sales activity in the development to be as much at $65 million annually. My
estimation of the 8 year pay-off is contingent on the taxable sales and lodging transaction to approach this
amount

J:\Minutes & Agendas\Council\2016\20160816 Finance Committee Minutes.doc August 16,2016



>
(JQ
<T>

3
Cl

6

o

o.

O
o

3
3
5

Development Agreement History and Impact

City of Mountain Brook

August 2015

Development Year Reference

Original

Revenue

Sharing

Commitment

Duration of

Revenue

Sharing

Commitment

Ad

Valorem

Abatement

Progress

Ad

Valorem

Tax

Abatement

City

Ad

Valorem

Tax

Abatement

BOE

Annual Sales

Tax Revenue

(Net)

Ad Valorem

Taxes Received

Annually, Net;

City 26.1 mil

BOE 44.7 mil

Publix-Overton Road

(1 year 9 months)

10/15/02

9/9/03

2002-132

2003-108

'  12/29/2004-

$501,686 ' 9/26/2006

Yr 14 of 15 $25,491 $24,124 1,020,000 $-0-

$19,500

Piggly Wiggly-River Run

(5 years 5 months)

12/17/04 2004-184 $687,500 : 3/9/2007-

!  7/24/2012

Yr 9 of 15 $12,599 N/A $370,000 $-0-

$22,000

Cahaba Village

(5-1/2 years)
10/12/04 2004-148 $4,900,000 ; 3/30/2007-

:  9/29/2013

N/A N/A N/A $2,480,000 $55,000

$94,000

Lane Parke (projected

satisfaction 8-10 years)

8/26/13 2013-122 $14,000,000
13;

12/31/2015-

2025

Yr3of20 $242,000''" N/A $13,000'"
of gross collections

$57,400'"'
$529,000

Piggly Wiggly-Crestline

(projected satisfaction
14 years)

12/16/14 2014-170 $5,200,000 ̂ 7/26/2015-
2030

Yr 1 of 15 26.1 mil for

15 years

N/A Proprietary $-0-

Unavailable

City

BOE

$3,883,000

$-0-

$122,400

$654,500

0
C

a
o
o
pr

oe
00

>
c
09

(1) The budgeted sales tax collections above the baseline for 2017 is $133,000 of which 90% will be remitted under the terms of the development agreement. See also below.

(2) Consists of S4 million cash for public improvements and $10 million revenue sharing. The revenue sharing component of the development agreement provides for annual payments as

follows: 1) 90% of ad valorem taxes above the [2016] baseline of $67,400, 2) 90% of lodgings taxes, and 3) 90% of sales taxes above the (20161 baseline of $750,000. The baseline{s) are
increased at the rate of 1-1/2% annually. Once the annual revenue sharing incentive payments reach $1 million, the revenue sharing changes from 90:10 to 75:25 (Developer:City) for the

remainder of the year. The development is projected to produce annual taxable transactions (lodging and sales tax) of $65 million or $1,950,000 in taxes to be realized in phases as

tenants commence operations starting in fiscal 2016 through 2019. The incentive obligation ends upon the earlier of satisfaction of the $10 million commitment, 20 years from opening of
development, or 25 years from initial execution of development agreement.

(3) Consists of Sl.2 million cash for the purchase of the access road and parking lot and $4 million revenue sharing. Revenue sharing is 75% of sales tax collections for five years then 50%

thereafter until earlier of satisfaction of the $4 million commitment or 20 years.

(4) Development currently valued at $59.2 million. Once completed, the development is expected to be valued at $120 million or more. The City is netting 10% of the total municipal ad

valorem taxes at the current valuation (see also above), (e.g., $59.2 million x 20% x .0251 - $67,400 = $242,000 City: $59.2 million x 20% x .0447 = $529,000 BOE.)

U)
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Tel«prion«: 20S.£C12«00

(vww.Titnttfeck.org

PeiuiOQ Ot>>ic*lioti Bond (POB) CouJdoraltoni

City of MouDtain Brook. Alabama
July 2016

Prepared: Steven Ooonc, Finance Director

The issuance of POB'c is a rinanrinc urate^io reduce the unfondedsuius ofthe issuer's pension pbn oblisadon.
Considcmg she current low micrcst rale cnviiomncni and thcsigr.incani unfunded uatus' of Ihc City's defined
bawfii pension plan, the question of whether the City should consider issuing POB's has been raised FoHowing arc
the issues to be considered:

1. TlicdcfncdbcnentpciiuimplanconsiiUufpUnasscts/inv-csuncntsandpe»sionboicBtt^Hiasicn. Tlic
differatce between liie pension plan auuu snJbenclltofaiiietion represents the over (under) funded status.
The two coinponenu woik indepemkntly eadi with their own assumptions. The pension benefit obligation
represents the net present value of earned bcncllts based on the bcncBt fonnula cspres<«ti in the plan for
both retirees and actiw workers (whether visied or not). Ihc pension benefit obligaiinn is determined from
a variety of actuarial asmmpiions (earnings, lum-ovcr, years of scYicc. mondity, and financing go«s to
name • few). The assumed financing cost of the Ciiy's pension benefit obligalicn as determined by the
Retitcmrni Systems of Alabama (RSA) is 8%. Because the pension benefit obligaPcMi and pensiw
invciimcnls npcndc independently, the 8Vi interest cost actuarially charged on the pension beoefit
obiigalKHt IS unalTccied by the funded status of the plan (i.e. the interest cost is determined based on the
gross pension benefit t^ligaiioii. nut the unfunded portion}

Therefore, when issuing POB's. the issuer is noi chasing the 8% interest cost assessed on the pension
benefit lAiigation but rather the return to he earned cm the pension plan assets. So, if the interest rate on the
POB's is less than the return cn the pension plan assets, the issuer wins and vies vem.

2. Iniuilivcly. it stands lorcasnnlhat a [tu-csoiipi] issuer nfPOB'v stands a good chance ofeaming more by
tflvesung the (Kocecds of the POn inihe pension plan that would be paid to the POB holders ransidenag -
Ihc low ituerest rate cnvirnnmcni ttialcsim (resently. However, the Tax Reform Act ofidgbdimioaied
the tax exemption fur POB's. Therefore, if the City could issue 20 year bunds at 3^ Ihc taxable cquivalcni
wxsuldheappmximatcly 4 fi*A(TV*>as-ftec cAuporvfl-TS*^ assumed tax rale)] SimilaHy, a4Hux*frce
coupon is equivalent to a 6.1% taxable bond issue.

AtguMy, many inveninent profcasiotiaU hdics-e that ii it nor rcalttiic to expect an average annusHzd
ictuin of 8* *011 loog-tcrui iiivcsimaiu uiday (wiiidi Is Ihc actusnal assumed rale ofrcreni on (he pennon
plan assets). Likdy, 6% is a much more realistic cxpettalion. If correct, ihctc is little diffeiCRCc between
the real long-term invesimenl return and the interest cost oflhe taxable POB's.

3. The City should rctnembcrioo that the while the RSA docs invest in equity securities, the plan also
iacludes debt secunties and more impcrtantly private pbccmcnir where there is arguably no readily
available or meaningful markci valuation infonnailon. Thcnrlhre. it is not rctsonable to assume the RSA
investment rclums con meet oi exceed the broader market returns uva tlie long'icnn,

4. Another risk associutcd with POB's is market liming. Currently, the major market indices arc above their
50 and 200-(hy moving averages whidi suggests there is a greater likelihood of a market correction than
continued gains If a inorkct concxiiion occurs alter dcpasiimg the proceeds uf the POB into the pension
plan, it would make Ihc City's decision to pursue sudi a strategy look like a bad idea. Of course, this risk

' S23.8 million as ofihe September 30,2014 actuarial valuation report.

Pejisioii Obligation Bund (FOB) Considerations
City of Mountain Brook
P«ic2

can be mitigated by systcnutieally depositing the POB proceeds into the pennon plan over time. However,
die City will most ccnainly be paying out mwc in interest cm the taxable POB's than can be earned on IIk
shon-ierm investments hdd in escrow.

5. The notion of issuing POB's ctmvciua "soft debt" into a "had debt" wiih a fi.xcd amoniTation with no
guaranty that the funded status oflhe pension plan will be in any beita position at the end of the POB
amottujition period

6. The POB oLso inhihiis the lauer's ability to issue debt for mher (capilalj purposes.

7. In January 2015 the Govcrnrntmt Finance Oflkers' Asvocjation (CFOA) issued an advisory"
rccoinmcoding against local guvcnitneTris iuuing POB's.

8. Iffhcrity wtslws tomarcBggrxssivcly punumg retoing i.n its unfunded pension liability. I suggest the
folinwmg strategy

0. Forego the i»uance of POB
b. Utilize POO-based amcntiialion strategy to sy-stematicaJly "over-fund" ihc plan
c. Once such a strategy is unptoncnied, ignore the actuarially tietjenntned Annual Required

Contribution (ARC)

9. Tlie City has rmiittti $9.3 million in ihreu (3) lump sum msUllmcms since 2001 in addilirai to its ARC'.
While this stratify was well inicniiontrd. the City's mi«akc vat to scecpt the subsequently cilcubtcd ARC
which arguably rdxaied s«»e of the excess corsributioRS back (o Ihc City over time For cxaMipIc, in 2007
the City's ARC was set at !2.24%ofpa>TO!l. Afinremiitingalumpsum payment ofS7 million, the ARC
was recslculaied 3a4 re-set 3t 7.98% of payroll The ieductiun represented an annual savmgt of S5(X).000
based on a SI 2.5 millicn payroll at the time. Therefore, it appears that the actuarial riodd and assumptiont
effectively steer the sgancs back to the nonn or average. In order to truly acixleraic thcamoitijalion of
the unfunded liability, ihe City should contribute an amount based wi iij cutreni ARC plus the intended
extra (mmihlyj insiallmeiti and (hen continue remining»i equivalent amount express^ as i percentage of
payrutLs.

Once this pre payment stratcsy is impleroenied. the City will have to ignore the ARC otherwise, the
actuarial metbisdology will begin r^MUing the ex<%a payments back to Ihe City.

This pre-|xtyriail stratt^y accrenplishex the same intended ctTcctds itsuine POB's without much of the
nsk with the following botcfits:

e. The City saves the mierestcost on the I'OB's

b. The City's ddit capacity is not impacted (aside from the cfTat on the Genenl Fund budga oflhe
voluntary ovcr-^ymrct into the pension plan)

c. Unlike a fixed POB unonizaiion, the City can increase or decrease iu annual over-funding at its
(hscrainn

d. Systematic payments tnto the pension plan achieves a dollar-cost amaging effect

Some will likdy argue tlial it is foolish to (rust the City's money with die RSA based on their investment
philosophy arid srgutdile under-pcrfoTmance. Howcvrr, wheUta the return on the monies in the pension
plan is optima! ur nutiheovaall fuededstsiut oflhe plan will be bctia with (heinftision of cxcra cash than
withoui The result will be a more financially secure pension plan than would otherwise exist.

titip://wwvv.gruu vrg/pcnsiun-obligaiion-foortds
' $2 million in 20U1. S7 million in 2007, and $300,000 in 200S
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Pcas!oa Obligation Bond (FOB) CDosideratlona
Ctty of Moaataln Brook
PagrS

la Once ihc unltenled lability is diniasitd, che City can espcci ibc ARC io be in die 4%-a% naje txptsscd
as a fMiantato orpsyralIs^

II. Fo]lami|{hacai8pifisoQ FOB debt scfvkeudvotmlnypre^payincBtt from the Geaent Fend*:

UnibndcdpcnsicQ liabiUiy

Veins tary El ens
Centribalton POBAinerlfantloa

Amoitiaitoa period (years)
Asmncdooupm
Ananal advance payncDi/dAl savtee
Ajgragoic payinents
luoatcostorPOB's

20
N/A

SI millioQ
t20niilliea

bVA

S20 million

20

6K

$l.7m31ioa
t)45ia3iioo

SI4.SffliUkm

'ERbcdveOctobcrliTOlO: Libmy UBK and Park Board 2.97% conpatcd to the City 1330K. Thcseamouats
icpRScnt the Ci]y*i malcfaing contribution only. In addition Io the Cby'a inaidi. cmploytcs contiibute 7.5% (Police
andFbeOiH).
* For Uhatndon pwposcs only. It is doebtftil that the City ceitU aflbnl an Bmnal SI nilHon (can) payment into
ibepcnskmplan with its cuircai rcveooeendeapcnic stractorc

Hypothetfcsl Forecast of Systematic Pension Ove^Fundlng

aty of Mountain Brook

August 2016

Growth Rate 2,0096 •0,1096

(b)(c) f-d (b}(B)

Year Beginning Salaries ARC Cost Extra Total % of Payroll

10/01/2016 $ 14,786,121 13.30% 3 1,966354 3 500,000 3 2,466,554 16.68%

10/01/2017 $ 15,081,843 13.20% 3 1,990,803 3 525,082 3 2,515,885 16.68%

10/01/2018 3 15,383,460 13.10% 3 2,015,236 3 550,967 3 2,566,203 16.68%

10/01/2019 $ 15,691,150 13.00% 3 2,039,850 3 577,677 3 2,617,527 16.68%

10/01/2020 $ 16,004,973 1230% 3 2354,642 3 605,235 3 2,669,877 16.68%

10/01/2021 3 16325,072 12.80% 3 2389,609 3 633,666 3 2,723,275 16.68%

10/01/2022 3 16,651,573 12.70% 3 2,114,750 3 652,990 3 2,777,740 16.68%

10/01/2023 3 16384,604 12.60% 3 2,140,060 3 693,235 3 2,833,295 16.68%

10/01/2024 3 17324,298 1230% 3 2,165337 3 724,424 3 2,889,961 16.68%

10/03/2025 3 17,670,782 1230% 3 2,191,177 $

3

756,583

6.229,859

3 2,947,760 16.68%

The actuarial assumptions and methodology should produce reductions to the City's Annual Required
COntribtuion |ARC) due to the City's systematic over-funding practice, if implemented. If the aty maintains the
pension contribution as (bted percentage of payron ("g" above), the annual over-funding amount Inaeases ("e"
above) as the ARC Is reduced. Because the Gty's over-funding Is discretionary, the City can adjust the annual
over-funding as desired and still over-fund the plan as long as the annual payment exceeds the actuarlally
calculated ARC For example, after five years, the City could begin reducing Is calculated payment by the same
percentage that the ARC is decreasing. Further, It stands to reason that the actuarlally calculated ARC will
eventually decrease at an Increasing rate due to the Increased over-funding thereby Increasing the effects of

this strategy.

i3d
o
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widenc.
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turns Jor public pensions in
the U b. .vc poised to decline

to ~ i7Y once flscaj 2016 re

suits are released in coming
weeks, according to an esu-
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which tracks pension invest-
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That would be the lowest
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•e.ir nn'.-liJn return was 12.J*i.

itviiidint; to Wilshire.
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Budget Change Tracking Worksheet
City of Mountain Brook

September 30, 2017 Other

U)

O

General Capital Gov't s Debt

Overall General Operations Projects Infrastructure Capital Funds Service

Ref Ledger No Description Total Fund 100 Total 417 441 Total 600

100-1100-6374 Approp-Jeff/Blount/St Glair MH S 2,100 s 2,100 S 2,100 H $ 0 S 0 S 0

100-1100-6375 Approp-Excepliorial Foundation s 7,500 $ 7,500 $ 7.500 H $ 0 $ 0 $ 0

100-1100-6376 Approp-B'ham Museum of Art s 11,500 s 11,500 $  11,500 $ 0 S 0 $ 0

100-1100-6377 Approp-B'ham Botanical Gardens s 20,000 5 20,000 s 20.000 $ 0 S 0 s 0

100-1100-6378 Approp-Blueprint Birmingham $ 0 $ 0 s 0 s 0 S 0 $ 0

100-1100-6379 Approp-Alabama Ballet $ 2,500 $ 2,500 s 2,500 H $ 0 $ 0 s 0

100-1100-6380-0601 Approp-Bham Childrens Theatre $ 5.000 $ 5,000 s 5,000 i| s 0 S 0 s 0

100-1100-63B0 Approp-Blrminqham Zoo $ 20,000 $ 20,000 $ 20,000 $ 0 S 0 s 0

100-1100-6381 Approp-Ala Veterans Mem Fnd $ 1,000 $ 1,000 s 1,000 $ 0 S 0 s 0

100-1100-6382 Approp-Jeff Co Historical Comm $ 1,000 $ 1,000 s 1,000 s 0 S 0 s 0

100-1100-6383 Apprcp-Ali In Mountain Brook $ 10,000 s 10,000 s 10,000 s 0 S 0 s 0

Draft 2 Surplus (Deficit) (Finance Comm Recommendations) $(2,382,529) $ 1.007,101 s 1.000.892 M $(3,644,127) S(3.517,474) S  {126.653) s 254,497 3  301.000
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Budget Change Tracking Worksheet

City of Mountain Brook

September 30, 2017

Ref Ledger No Description

Overall

Total

General

Fund

General

Operations

100

Capital

Projects
Total

Infrastructure

417

Capital

441

Other

Gov't s Debt

Funds Service

Total 600

136 554-3510-600X New Police Officer Including benefits $ 59.397 $ 59.397 S 59.397 H S 0 S 0

140 441-3590-6730-0520 New Police Officer car S 0 s (30,000) S (30,000)1 $ 30,000 5 30,000 $ 0

72 100-3516-6942 Police ERS Adjustment s 0 s 67 s 66 J ^ (67) S (67) s 0

130 100-3550-6550 New Police Officer fuel s (4,000) s (4,000) s (4,000)1 $ 0 s 0

130 100-3550-6520-9999 New Police Officer vehicle repairs 5 (3,500) s (3,500) s (3,500)n $ 0 s 0

130 100-3550-6161 New Police Officer uniform s (6,000) $ (6,000) s (6.000)m s 0 s 0

140 441-3590-6730-0559 Pistols with Night Sights s (5,000) s 8,000 s 8.000 ■ s (13.000) $  (13.000) s 0

140 441-3590-6730-0627 Disinfect Jail Cells (Service) 5 0 $ 60,000 s 60,000 H s (60,000) $ (60,000) s 0

136 554-3510-6416 Jail Disinfeclion Service $ (15,000) $ (15,000) S (15,000)H $ 0 s 0

141 441-3590-6730-0762 Cellbriqhl Phone Analysis $ 18,160 $ 22,700 $ 22,700 H s (4.540) $ (4.540) s 0

72 100-3516-6942 Police ERS Adjustment $ 0 $ 1,460 s 1,460 d ̂ (1,460) s (1,460) s 0

140 441-3590-6730-0741 Body Cameras for Patrol s (23,000) s 0 ii ̂ (23,000) s (23,000) s 0

141 441-3590-6730-3524 Additional Body Cameras s 25,000 s 33,333 s 33.333 H s (8.333) s (8.333) $ 0

Finance s 0 s 0 m 5 0 $ 0

93 100-1211-6501 Reo 8. Maint-Bldgs (for Painting at City He s (1,000) $ (1.000) s (1.000)■ s 0 $ 0

100 441-1290-6730-0610 Furniture (see Administration capital) $ 15,000 s 0 s 0 ■ 5 15,000 s 15,000 s 0

95 100-1214-6463 Annual Maintenance-Software $ 6,000 s 6,000 s 6,000 U S 0 $ 0

95 100-1214-6614 Utilties-internet $ 2,000 s 2,000 s 2,000 m ̂ 0 s 0 1
Draft 2 Surplus (Deficit) (After City Manager Review) S(1,600.010) s 1,184,101 s 1,177,892 n $(3,038,608) 5(3.372.474) 333.866 $ 254,497 1 E 5 301.000

107 100-3440-6340 Programs-Safety for Seniors $  (500) s (500) s (500)u $ 0 $ 0 m
107 100-3440-6341 Programs-Child Pass Safely s (750) $ (750) s (750)n ̂ 0 $ 0

134 441-3590-6730-0624 Equip-Cold Fire Extinguishers s (7.000) s 0 in $ (7.000) $  (7,000) s 0

135 441-3590-6730-0651 Equip-Ballistic Plates (10) s (8,500) s 0 w $ (8,500) $ (8,500) s 0

152 417-6690-6750-0901 Drainaqe-MONCREST (28) s (130,000) $ 0 H $ (130,000) S (130.000) $ 0

151 417-6690-6741-1102 Sidewalk-Village Upgrades $ (15,000) % 0 n $ (15,000) S (15.000) $ 0

153 441-6690-6730-0660 Equtp-Service Truck s (32,000) $ 0 H s (32,000) 5 (32.000) s 0

153 441-6690-6730-0661 Equio-2017SUV s (38.0001 s 0 ■ $ (38,000) S (38,000) $ 0

154 441-6690-6730-0701 Equip-Bucket Truck s (132,500) s 0 ■ $ (132.500) s (132.500) $ 0

154 441-6690-6730-0702 Equip-Small Dump Truck 5 (65,000) s 0 ■ $ (65,000) s (65,000) $ 0

154 441-6690-6730-0705 Equip-Truck Cab & Chassis S (60,000) s 0 H $ (60,000) s (60,000) $ 0

154 441-6690-6730-0741 Equip-Column Fixtures $ (15,000) $ 0 ■ $ (15,000) s (15,000) s 0

154 441-6690-6730-0760 Equlp-Mosquito Sprayers (2) S (32.000) s 0 n $ (32,000) s (32,000) $ 0

154 441-6690-6730-0764 Equip-Parade Fencing $ (9,686) s 0 n $ (9,686) s (9.686) $ 0

169 441-7890-6730-7810 Equip-lnfield Groomer S (25,000) $ 0 m $ (25,000) s (25,000) s 0

169 441-7890-6730-7811 Equip-Skid Mount Water Tank s (3,500) s 0 U $ (3,500) s (3.500) s 0

169 441-7890-6720-0507 Equip-Security Cameras 5 (14.000) s Q ■ $ (14.000) s (14,000) 5 0

184 441-7790-6720-1602 BIdg Imp-Roof S (10.000) s 0 n $ (10,000) $ (10.000) s Q

184 441-7790-6720-1603 Bldq Imp-WindowsA'i^aler Proofing s (49.000) s 0 ■ $ (49,000) $ (49,000) s 0

106 100-3417-6212 Development-TraveUMeals s (800) s (800) s (800)II s 0 s 0

Various Various Update revenue projections thru July 2016 s 28,599 % 28.599 s 28,599 H $ 0 s 0

Various Various 1-1/2% Across-lhe-Board Pay Increase s (274,482) % (274.482) $ (274,482) in $ 0 $ Q

182 701-1100-6404 Consultant Fees (Executive Search) s (15,000) % (15,000) s (15,000) In ̂ 0 $ 0

74 100-1100-6370 Chamber of Commerce $ (5,000) s (5,00Di $  (5,000)H $ 0 $ 0

75 100-1100-6380-1701 Prescolt House (moved to Police) $ 0 s 0 s 0 i| $ 0 s 0

85 100-1300-6160 Sr. Plans Examiner Auto Allowance s (1,200) s (1.200) s (1,200)II $ 0 $ 0

172 441-7890-6730-7805 Equip Truck Bod s 7.000 s 8,400 s 8,400 II % (1.400) s (1.400) s 0

172 441-7890-6730-7805 Equip Trailer s (2.000) s (2.400) 5 (2.400)II s 400 s 400 $ 0

172 441-7890-6730-7806 Equip-SUV s 24.000 $ 4,000 s 4,000 H s 20,000 s 20.000 s 0

172 441-7890-6730-7807 Equip-F150 s 26.000 s 4,333 s 4,333 11 $ 21,667 s 21.667 s 0

168 417-7890-6760-0802 Restroom (carryover) s (50,000) s (50,000) s (50.000)H s 0 s 0

100-1100-6371 Approp-EMA $ 27.200 s 27,200 s 27,200 n $ 0 $ 0 $ 0

100-1100-6372 Approp-Aia Symphony $ 10,000 5 10,000 s 10,000 HI $ 0 $ 0 $ 0

100-1100-6373 Approp-McWane Center s 10.000 s 10,000 s 10,000 lill ^ 0 s 0 s 0
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Budget Change Tracking Worksheet
City of Mountain Brook
September 30, 2017

General Capital

Other

Govt s

U)

to

Debt

Overall General Operations Projects Infrastructure Capital Funds Service

Ref Ledger No Ooscription Total Fund 100 Total 417 441 Total 600

Draft 1 Surplus (Dencit) To Be Entered Manually ${1,751,059) S 854,957 S 848,749 H 5(2.859.713) 5(3.384,879) 5 525,166 S 253,697 1 I 5 300,200
General

600-1100-6307 Bank fees {correction) $ 800 s 0 H £ 0 s 800 1 1 S 800
Various Revenue updated thru June actual $ 54,401 s 54,401 $ 54,401 n s 0 s 0 1

Park Board $ 0 $ 0 $ 0 $ 0 1
169 115-7800-6001 Overtime (w/ benefits) $  5,354 s 5,354 s 5,353 01 s 0 s 0 1
167 417-7890-6760-1401 Lighting Fields Study $ 55.000 s 55,000 s 55,000 H s Q s 0 1
167 417-7890-6760-1601 Leadership MB Projects $ 3,000 $ 3,000 $ 3,000 H $ 0 $ 0 1
167 417-7890-6760-7807 Cahaba River Walk $ 30,000 $ 30,000 s 30,000 n s 0 $ 0 1
72 417-7816-6942 ERS (corfoction for ommissions) $ 0 5 (12,000) s (12.000)H| $ 12,000 S 12,000 s 0 1

417-7890-6760-1701 Parks-Athletic Complex Topo $ (15,000) 5 (15,000) s (15,000) H ̂ 0 s 0 i
Public Works S 0 $ 0 1 $ 0 s 0 i

151 417-6690-6741-1101 Sidevs'alk-Homewood Connector s 50,000 S 50,000 s 50,000 1 $ 0 s 0 1
151 417-6690-6742-1402 Lighis-Villaqe Liqhiinq-Gontinuation s 55,000 S 42,595 s 42,595 1 s 12,405 S  12,405 s 0 1
158 441-OG90-G730-082D Equipment-1/2 Ton Truck $ (26,500) $ 0 S  0 1 $ (26,500) S (26,500) s 0 1
150 100-6680-6450 English Village Parking Leases s (3.402) S (3.402) s (3.402):11 $ 0 s 0 1

Planning, Building & Sustalnabillty $ 0 S 0 H $ 0 s 0 i
84 100-1105-6004 Overtime (w/ benefits) $ 2,156 $ 2,156 s 2,156 1 ■ $ 0 s 0 1
84 100-1105-6213 Tuition Reimbursement s 500 s 500 s 500 ■ s 0 s 0 1
84 100-1105-6303 Offset Map Frames $ (400) $ (400) s (400)H $ 0 s 0 1
76 100-1300-6870-0502 Consuitanls-Drainaqe Plans Review $ (2,000) $ (2,000) s (2.000i|M ̂ 0 s 0 1

Administration s 0 $ 0 W ̂ 0 s 0 1
74 100-1100-6004 Overtime (w/ benefits) s (609) s (609) $ (609)m ̂ 0 s 0 1
75 100-1100-6870-0502 0502-Drainaqe Plans Review s 2.000 $ 2,000 $ 2.000 i ̂ 0 $ 0 1
75 100-1119-6396 B'ham Transit Authority s (15,626) $ (15.626) s (15,626) i $ 0 5 0 1

Fire s 0 s 0 $ 0 $ 0 1
104 100-3410-6312 Supplies-Tactical Med Equip $ (12,000) $ (12,000) s (12,000) SI $ 0 $ 0 1
105 100-3410-6610 Utilities-Telephone s 5,000 s 5,000 $ 5.000 $ 0 s 0 1
107 100-3442-6004 Oveiiime {w/ benefits) s 8,321 $ 8,321 $ 8,322 s 0 s 0 1
107 100-3442-6161 Unifornts s 1,000 s 1,000 $  1,000 s 0 5 0 1
114 441-3490-6720-0004 Turnout Gear Lockers $ 0 s 16,200 $ 16,200 Hi S (16,200) $  (16,200) s 0 1
114 441-3490-6720-0001 Site Plan for Station 2 s (7,500) s 0 L~ $ (7,500) $ (7,500) $ 0 1
114 441-3490-6720-0002 Station 3 Driveway $ (17,000) s 0 ie S  (17.000) $ (17,000) $ 0 1
114 441-3490-6720-0003 Stations 2 HVAC $ (6.000) $ 0 s (6,000) S (6,000) s 0 1
114 441-3490-6730-1701 Extractor/Dryer for Turnout Gear s (30.000) 5 0 s (30,000) s (30,000) s 0 1
114 441-3490-6730-1702 Station 1 Washing Machine/Dryer s (1.700) 5 0 s (1,700) s (1.700) $ 0 1
114 441-3490-6730-1703 Specialized Fire Equipment s (23,500) $ 0 s (23,500) s (23,500) s 0 1
114 441-3490-6730-1704 Desktop Computers (9) s (9,500) $ 0 i-ri s (9.500) s (9,500) s 0 1

Police s 0 S 0 n s 0 $ 0 1
128 100-3510-6004 OveriimG (w/ benefits) $ 3,244 $ 3,244 s 3.244 iH ̂ 0 s 0 1
130 100-3551-6004 Overtime {w/ benefits) $ 7,850 S 7,850 s 7,850 11 s 0 5 0 1
129 100-3510-6603 Utitities-Water s 500 $ 500 s 500 H $ 0 S 0 1
129 100-3517-6211 Meetings/Conferences s 5,000 S 5,000 s 5,000 1 ̂ 0 s 0 1
129 100-3517-6212 Travel/Meals $ 5,000 $ 5.000 s 5,000 |l s 0 5 0 1
130 100-3551-6550 Fleet Fuel s 10,000 S 10,000 s 10.000 H $ 0 S 0 1
131 100-3551-6344 Prescotl House $ 5,000 $ 5,000 s 5,000 n $ 0 s 0 1
135 554-3510-6602 Utillies-Gas $ 300 S 300 s 300 H ̂ 0 s 0 1
135 554-3510-6602 Utilities-Water s 200 $ 200 s 200 H ̂ 0 s 0 1
135 554-3510-6416 Laundry Service $ 3,500 $ 3.500 s 3,500 II $ 0 s 0 1
136 554-3510-60DX Removed Vacant 2 position s (59,397) $ (59.397) s (59,397)H s 0 $ 0 i
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APPENDIX 6


