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Introduction:
The purpose of this task force was to:

· Create an Ethics Code (to be adopted by city council)

· Define Purchasing Procedures (to be adopted by city council)

· Identify banks or other entities to provide financial services and support

· Identify insurance needs and brokers to write insurance

· Create operating structures for financial and administrative functions.
· Produce a Cash Flow Analysis/Predict timing of Revenue

1. Estimated level of services from DeKalb
Currently, all of the above tasks are absorbed into the overall operations of Dekalb County.   Proposed policies and actions are based on information from a wide range of sources and would not necessarily mirror policies or procedures currently in place in Dekalb.
2. Budget Estimate – Revenues and Expenses

· Establish City Ethics Policy – no revenue, minimal expense for manuals and training.
· Establish and Implement Purchasing Policy – If council decides to handle purchasing internally it is suggested that the City Manager be appointed as the primary purchasing agent.  Additionally, 2 purchasing agents were budgeted for Administration at 104K.  There would also be a cost associated with legal review of contracts but at this point there is no data to support a cost figure.  If a management company were employed, all costs would be covered under contract except the City Manager’s salary and benefits ($195K).
· Enter into a general banking relationship and establish credit needs – A request for information (RFI) was sent to the following banks:

· BB&T

· Bank of America – eliminated based on incomplete response and lack of interest 
· RCB– eliminated based on poor response times and lack of interest
· Regions– eliminated based on poor response times and lack of interest
· SunTrust

· Wachovia

After reviewing the responses from these financial institutions, the conclusion was that traditional banking services are basic commodities between the banks.  It was difficult to judge potential credit arrangements because the typical answers were “it depends”, which was fair since we did not know what we would need.  They did, however, express a willingness to work with us.  

It was ultimately recommended that for basic banking services the city consider BB&T or Wachovia.   Both banks were quite responsive and can provide the banking services the city will need. Wachovia provides excellent operating, online, and customer service.  BB&T is not as strong in these areas, particularly its online capabilities, but would make an acceptable partner. 
Before making a decision, the council will need to take into consideration the financial stability of each institution.  It is recommended that a broker, or other skilled professional who is familiar with the banking industry, consult with the council on this issue before making any decisions.  
Regarding financing, it would probably be in the city’s best interest to consider a Tax Anticipation Note (TAN) for short term needs and approach the Georgia Municipal Association (GMA) for long term financing needs.  It is also possible that the GMA may consider short term lines of credit.  GMA financing would most likely provide the best borrowing rates available.  Either BB&T or Wachovia could work with us on a TAN.

· Insurance coverage – Necessary coverage is fairly well defined for municipalities.  Coverage would include property insurance (personal property and automobile physical damage, both comprehensive and collision), casualty insurance (comprehensive general liability, law enforcement liability, automobile liability, errors and omissions/public officials liability), and crime coverage (employee dishonesty).  The only vendor who will bid this type of insurance is the GMA.   Currently the budget reflects a $450K expense but we do not have a firm quote.

· Create administrative and financial functions 

Creating an administrative function in house would cost approximately $2,070M, the largest single part being Salary and Benefits of $547K (City Manager and 7 other employees.)  Benefits were calculated on 30% of salaries which may be low when compared to other municipalities in the area, so there is a possibility this may have to be increased to attract the quality of employees which Dunwoody would want.  

Other large items include $482K for various maintenance contracts and $120K for utilities.  Other costs would include items such as professional development, facility rental, communications, travel, general supplies, and machinery and equipment. 

Creating an in house finance department would cost approximately $679K.  The largest cost would be Salary and Benefits of $364K (Finance Manager and 4 other employees.)  The remaining cost would be for items such as professional development, maintenance contracts, machinery and equipment, communications and utilities.  

There should be only nominal expense in maintaining cash flows and budgets, and preparing budgets for the following year.  Most of the cost would be in compiling, printing and binding reports for the mayor and council. 

See attached tables for a more in-depth view of expenses associated with Administration and Finance.  

3. Level of Service


Target level of service

· The mission statement for the proposed ethics policy is as follows:
The mission of the City of Dunwoody is to provide the highest quality of life for those who live, work or play in our community and to foster an environment where business can prosper. We will serve all stakeholders in a transparent manner with resourceful, efficient, progressive and professional leadership.

The policy is extensive and addresses all facets of propriety while serving, or representing, the City of Dunwoody.  It addresses expected standards, what constitutes a violation of policy, potential consequences, and protecting any employee who should report the possible violation by another employee.  
The policy will apply to all employees of the City of Dunwoody, including the mayor and city council representatives. 

A copy of the report is available electronically, or on CD. 

· The purchasing policy is also quite extensive and lays out in detail the purchasing process for all items and services purchased by the City. 

It addresses ethics in procurement, consequences for violations, responsibilities associated with purchasing, approval process and authorization levels, and property disposal.     

A copy of the report is available electronically, or on CD. 

· Banking and Credit Needs 
We have established that we need a bank for both operations and short term borrowing.   Currently the recommendations are to use either BB&T or Wachovia.  It was determined that banking services are fairly generic and the recommendation is based largely on the responsiveness of the banks to our RFI and a willingness to spend time working with us on what we would ultimately need.  This ignores a major component which is financing needs.  No bank was willing to discuss rates or structure until they knew what the approximate needs would be when the city began operations.  Both of these banks are willing to work with us on several options, including a TAN.

Long term financing should be discussed with the GMA.  

While the Council will have to take the financial and service implications into consideration, it is of the utmost importance that we do business with a sound financial institution.  While a recommendation has been made, if the council is not comfortable with either institution, they should go back and revisit a relationship with SunTrust.  It was the only other bank that seemed to be interested in our business.

· Administration Function

Strong administration will be one of the primary keys in the city’s success.  The department needs to be set up to be professional, responsive to citizens, have a mindset of immediate attention and follow up to any problems, and timely processing of any permits or other documents necessary for the city to do business with both individuals and businesses.  A huge complaint has been the lack of responsiveness by Dekalb County, and the time it takes to get anything done.  Our citizens will expect prompt turnarounds, and that issues will be handled right the first time.  This is the level of service the city will be expected to meet.   

· Financial Function

The finance department must be managed to the highest standards possible. Books and records should be current on a daily basis.  This includes the timely posting of   

receipts,  payment to vendors, and deposits to the bank.  All cash received should be deposited to the bank on the day of receipt.  The office should install a check scanner to allow checks to go to the bank without having to physically take them to the bank building.  Work areas should be neat and uncluttered, the implication being that everything is being properly managed and filed, and there is a short to do list.  Employees must be knowledgeable in their field, and there should be ongoing training and cross-training.  All books and records must be reconciled on a monthly basis not later than the 15th of the following month. Information requested by Council must be provided by deadline provided.  Financial status should be available at all times to the public as appropriate. 
An annual audit should be conducted in year one.  The auditors should be able to review the management letter with the council members present and the management excused.  This allows the auditor to speak freely on controls and separation of duties to allow the city to continue to improve the stewardship. 

It should be noted that initially the city will only be able to accept cash or checks to conduct business.  However, there have been discussions of accepting credit cards or electronic payments in the future.
· Performance Standards

Employment standards should be clearly laid out for anyone working in either the administrative or finance function.  This would include an extremely clear policy regarding job description, expectations, corrective action, and termination if necessary.  This needs to be discussed and given to the employee in writing, with a requirement that the employee sign the document in agreement before employment. We need to provide managers with strong policies that will allow them to deal with employees who are not meeting standards, and deal with them quickly.  Formal reviews of employee performance should be done no less than every 12 months and should be documented in their personnel files.        

4b.
Minimum level of service to get the city going

· As a bare minimum, to get the city going, ethics and purchasing policies need to be approved and implemented immediately after there is a quorum on the city council.   An orientation of this policy should be clearly presented to all council members and employees.  They should also sign an agreement to uphold and follow all policies and procedures and not try to find ways around them.

· Employment policy must be approved by council as soon as a vote can be called.

· A banking relationship needs to be established and operating accounts should be functional on day one.  The city’s financial partner should be prepared to provide short term financing immediately.  Long term needs should have been determined with the party providing financing.  All rates and terms for all financing should be established by this date.    
· Complete insurance coverage must be in place with the GMA.

· Given the nature and scope of the administrative and financial functions, and the expectations of the citizens, it is unrealistic to expect the city to build these departments and have them fully functional when the city opens for business.  It is the recommendation of the task force that these functions be outsourced until such a time that the city manager, finance manager and city council agree that the functions can be managed internally and meet expectations.
· Employee standards and expectations must be reviewed and implemented with employees on the first day of employment, without exception.  All employees should have complete job descriptions that are clear and include other functions as they appear necessary to complete the duties of the position. There should be no gap between the first day of employment and the date of the acceptance letter outlining conditions for ongoing employment.  

4. Assumptions

· The driving forces behind the ethics and purchasing policies were extensive reviews of other city’s policies and procedures, both nationally and locally.  The sub-chairs of these committees also had significant personal experience in these fields.  We have a high degree of confidence in the recommendations.  
· The banking recommendation was largely a result of the bank’s responsiveness and desire for our business.  While all of the banks were sent the same RFI, it was apparent that some of the banker’s didn’t understand the questions.  We will work on qualifying this, and make a different recommendation if necessary.  Long term financing with the GMA is a given as they have access to the best rates available.  

· The city will definitely be obtaining its insurance through the GMA.  No other brokers will provide municipal coverage.

· The projections and proposed policies for administration and finance come from the experiences of other local city and finance managers, standard required controls, and the experience of the task force co-chairs.   
· The proposed budget was almost entirely driven by the most recent CVI study.  
· Revenues were all based on 2006 numbers, on a pro-rata basis of county revenue.  No consideration was made for demographic differences, which will likely skew the actual results.  There is no way to determine if the variances will be positive or negative, or how wide a swing there may be.  Timing of revenues was determined largely by talking with other city and finance managers, and the tax commissioner’s office.  There are still some revenues in question due to a response from the tax commissioner regarding motor vehicle taxes and property penalties.  If resolved in our favor, it will result in approximately $288K in additional revenue which is not reflected in the current budget.  The revenue in this budget also assumes a 3.5% growth rate on base revenue for the last two years.  
· Expenses were also based on the CVI study, except the numbers were adjusted to projected 2008 expense levels.  Each task force that represented expense was asked for a budget that met the needs of the city without exceeding the amount of the CVI expense budget.  The finance task force received several budgets that did exceed their allowance with the admonition that that particular area could not work within budget and meet the needs and expectations of the citizens.  

· The task force was directed to maintain the budget numbers in the CVI study and that is what is reflected on the budgets and cash flow being presented.  This is likely to result in various task forces presenting a budget that it believes it needs but is higher than their allocation under the CVI report.  Resolution of these differences must be made by city council and could have a significant impact on the city’s finances. 
5. Benchmarks/Metrics

· Benchmarks for success will include adopting ethics and purchasing policies, adopting employee standards, establishing a satisfactory banking relationship, and obtaining insurance prior to start up.  More visible will be the city’s ability to satisfy citizens with their personal interaction with administration and finance issues.  This includes having a live person answering the phones, accurate and timely processing, strong communication skills, employee knowledge of policy and procedure, and rapid response customer service.  
6. Startup Considerations

· If the city chose to establish its own administrative and finance departments, there would be significant challenges.  The biggest issue would be finding the right individuals to serve as the City Manager and the Finance Manager.  They would have to be extremely experienced which would likely increase cost.  The next issue would be finding knowledgeable personnel, a facility, physically setting up the offices, and choosing and implementing an accounting system. These would all require significant lead times, particularly implementing an accounting system. It would have to be tailored for municipal transactions and would have to go through testing before going live.  Additionally, the city would need a technology infrastructure that could talk to other departments in an effort to show cohesiveness, and to allow individuals who need to know access to all information regardless of department. Also, installing communication systems and a PC network would be both timely and costly. For these reasons, and others, the task force recommends outsourcing these functions. A management company would provide operating space and already be set up to handle these issues. It would just be a matter of plugging into their system.  There is always an opportunity to bring the services in house after you are up and running and know the challenges.
7. Transition Approach

· Items that should be completed on the day of incorporation would be establishing the ethics and purchasing codes, employee standards and expectations, a banking relationship, including credit lines and long term financing, and having insurance in place.  
· Additionally, administration and finance would need to be able to respond to citizens inquiries regarding policy and procedure for required licenses, permits, etc.  This may be a difficult situation because a number of people are likely to be caught in the middle with transactions initiated with Dekalb that will be subject to city regulation by the time a project begins, a permit is issued, etc.
· It is recommended that the Tax Commissioner’s office continue to bill and collect for property and motor vehicle taxes and then remit the funds to the city.  They have systems in place that would identify taxes paid that need to be sent to the city and all payments are made electronically.  Interaction with Dekalb County regarding taxes should be minimal.  Taxes have always and will continue to be funneled through the Tax Commissioner’s office.  

· The majority of other revenues collected will be determined by the city council and collected directly by the city.  Since city council will be responsible for setting procedures and costs for many revenues, it may be helpful to understand current county policy but there is no reason for mirroring their policies, pricing or procedures.  It would be helpful to have these policies in place on day one, if possible.         

· The city would also need to enter into contracts with utilities as soon as possible.  This will drive franchise fees, and the timing of payment of the fees ,which are subject to negotiation.  Practically, this needs to be completed when the city incorporates.
8. Risks

· The most significant risk is that the budgets and cash flow are based on numbers that may or may not be realistic.  For revenues, CVI basically provided us with 2006  numbers on a pro-rata basis using Dekalb County numbers, with no adjustments for demographics.  For expenses, there was a heavy reliance on per capita cost based on other cities in North Fulton, including Sandy Springs, Alpharetta, Milton, and John’s Creek.  Estimates in some areas were based on other available data such as interviews with specialists in their fields.   Therefore, we have no way of determining the accuracy of the data being presented.  Based on the data we have, however, we must assume that finances will be very tight.  A number of representations were made during the pre-referendum advocacy period that may not be achievable due to budget constraints.  City Council will have to be fiscally strong and disciplined to ensure a balanced budget, while fending off citizens who demand that Dunwoody be fixed immediately.
· There are still some unknowns that may have significant financial impact, such as paying for police service to be provided by Dekalb County until we can get our own department up and running.  This will be a negotiated expense between Dekalb and the city.  There will be other inter-agency agreements as well that will need to be negotiated.  
· The current financial condition of the state is also a concern.  There have been discussions of eliminating motor vehicle taxes, as well as putting a freeze on the governor’s tax credit.  Conditions will most likely make it more difficult to obtain grant money from the state.  
· The overall state of the economy is also likely to impact Dunwoody. As examples, companies going out of business and a slowdown in construction may push revenue from various permits down.  Business travel is being curtailed which will impact the hotel occupancy fees.  Fewer people are going out to eat which may negatively affect revenue from consumption taxes.  Several revenues are based on self reported volumes and businesses may consider not filing, or not filing accurately.  This will require more auditing which would likely increase expenses, unless auditing is included in the management contract pricing.  
· By outsourcing administration and finance, the city risks losing control of the level of performance and timeliness in these areas.  This is going to be critical to the success of the city.  If possible, we need to have a mechanism in place with the management company that outlines expectations, a means to measure these expectations over time, and, if performance is not satisfactory, a penalty until such time as the city is satisfied with the level of performance.
· The CVI budget for the police department is significantly understated based on the report from the police task force.  This has been a huge hot button for most citizens and expectations are very high.  City council will have to make some tough decisions on how to reconcile these differences, which could have a significant impact on performance and finances.  The CVI numbers are reflected in the current budget.              

9. Conclusion

· The proposed city budget and cash flow are attached.  Based on these preliminary numbers, the city can perform in 2009 with a balanced budget, without raising taxes.  While the expectation is to hire a qualified finance manager, the mayor and city council will have to remain vigilant in watching the finances, and make adjustments quickly when necessary.
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