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City Administrator Mike Geisel and Finance Director Chris DesPlanques presented the
Finance 102 five year strategy to City Council. This discussion was not intended to
provide a full comprehensive description of the material illustrated or to be a budget
proposal; rather it was intended to serve as an overview of the City’s five year financial
outlook and as a reference and basis for additional discussion.

Mr. Geisel informed City Council that the City is in a sound financial position with
robust fund reserves; however, it has experienced volatility in its revenues and has a
substantial debt load through 2025 which significantly impacts finances. Over the last



few years, City Council has adopted a coordinated strategy to restrict growth, reduce
expenditures and concurrently set aside excess revenues to pre-pay debt. This strategy is
intended to provide a bridge until the debt is retired and the City is able to continue on a
pay-as-you-go basis.

Annual funding from fund reserves is anticipated for the Emerald Ash Borer Project and
the Snow Removal Reimbursement Program. The Emerald Ash Borer Project requires
funding in the amount of approximately $540,000 per year for four additional years,
through 2022. The Snow Removal Reimbursement Program is gspmated at
approximately $160,000 per year. 2

Fund transfers have been made to the three debt reserve,
order to provide for a level debt service payment fr
which time the debt service payment will be redu
annually. Previous debt pre-payments allow fi
levels) through the year 2023, leaving a com|
2024 and 2025.

Current debt pre-payments will eli%* ds
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1e gforer ement d.$923,829 Park debt
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| @{ee yegf“ﬂ‘”'”nnl%g%commltment of $307,943 of
‘ f the: Z%i=1t1”;Hall debt service will

e the C1ty H %bt in 2022, effectively

2025.

The Parks reserve fund,
gradually . y years if needed; to supplement revenues until the debt

“rks debt service decreases by slightly more than $2 million

ed at 7:13 p.m.

The meeting was. djou

Respectfully submitted:

Mike Geisel Vickie Hass
City Administrator City Clerk
APPROVED:




MEMORANDUM

DATE: Augustl3, 2018 [~ = City of
. . = Chesterfield
TO: Mayor & City Council

FROM: Chris DesPlanques, Finance Director
Mike Geisel, City Administrator

FINANCE 102
FIVE YEAR STRATEGY
2019 -2024

As has been discussed in great detail over the last two years, the City is in a sound
financial position with robust fund reserves. However, we have experienced
volatility in our revenues and we have a substantial debt load through 2025 which
significantly impacts the City’s finances. The City’s finances are\have been
significantly influenced by the following:

1} Telephone utility tax loss
2) Retail sales
a. Chesterfield Mall
b. Trend to on-line sales transactions
c. Retail volatility
d. Lack of a City Use Tax
e. County distribution formula
3) Capital Project Fund debt — retires in 2019
4) General Fund, City Hall debt - retires in 2022
5) Parks Fund Debt - increasing through 2025, then reduced through
retirement in 2031. At the present levels, the Parks Debt represents 1/3 of
the Fund expenditures.

Over the last few years, City Council has adopted a coordinated strategy to restrict
growth, reduce expenditures and concurrently set aside excess revenues to pre-pay
debt. This strategy is intended to provide a bridge until the debt is retired and the

City is able to continue on a pay-as-you go basis.

As we look forward, there are other important considerations that influence our
decision making:
+ Potential impacts of Department of Revenue litigation;
o Replacement of 1% pooled sales tax
¢ Doorack lease terminates in February of 2019 (~$7 1,000 reduction in 2019)
« Potential gas tax impacts, passage ($746,880/4 = $186,720 increment)
s Chesterfield Mall
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e Recent and planned development in Chesterfield Valley

* 2018 budget included $1.5 transfer to pre-pay debt, artificially and
temporarily increases 40% fund reserve policy requirement by $600,000.

e Previous “set-aside” for early debt retirement, when combined with the
aforementioned $1.5 million, for a cumulative debt pre-payment of
$2,178,538.

As we progress through the “Finance 102” presentation, much insight can be
derived from the presentation slides. We've provided notes below, which may be
helpful. The notes are not intended to provide the full comprehensive description of
the material illustrated, but only to serve as a reference and basis for additional
discussion.

SLIDE #1:
Presentation Introduction Header

SLIDE #2:

Historical Context Header

“Mathematics is an exact fact; figures don’t lie, but liars sometimes figure.” This quote has been attributed to several
authors, but the intent here is to illustrate that the exact same information can be
presented in different form, scale, or context and convey a completely different
perspective. Similarly, elected officials and management view data in varied context

before developing recommendations and decisions.

SLIDE #3:

This slide shows actual General Revenues from all sources, for the time period
beginning 2008 through 2017. General Fund revenues have decreased $1,097,479
during this period. It clearly conveys a negative, if not dire, financial perspective.

SLIDE #4:
Duplicates slide #3, with the addition of a trend line describing a long term average

decrease in total General Fund revenues at -.49%

SLIDE #5:
Contrasted to the prior slide, this graphic provides the identical information, but

extends the period back one additional year to 2007. It depicts a significant spike in
revenues in the 2008 Fiscal year primarily due to the cell phone tax litigation
settlement. When we take a longer term perspective, Total General Fund revenues
have increased $1,630,901 over the last 11 years.

$1,630,901 or +.71%.
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SLIDE #6:
Duplicates slide #5, with the addition of a trend line describing a long term average

increase in total General Fund revenues at +.71%. Of specific note is the relative
accuracy of the more recent trend since 2012.

However, total revenues can be misleading because it includes irregular revenue
streams. Total Revenues can be significantly impacted by grants, transfers, or other
individual financial transactions in any given year.

The spike in total revenues for 2014 is primarily attributable to increases in sales
taxes ($457,000), road taxes ($150,000), and grants ($250,000).

SLIDE #7:
Total General Fund Revenues is made up by revenues from multiple individual
sources. In general, General Fund revenues are derived from three major sources:
1) Utility Taxes
2) Sales Taxes
3) Other (e.g. Inter-governmental revenues, fees, permits, courts etc.)

Contrary to the general perception, the total general fund sales tax revenues have
increased 19.5% over the last ten years, $1,189,841 (2008-2017).

On the other hand, there has been a steady decrease in utility taxes of $1,315,809
during the same period, representing a 16% decrease.

In addition, the revenue from Chesterfield Municipal court has decreased steadily
since 2013, a loss of $502,724 or 42%.

SLIDE #8:
This slide depicts the annual sales tax revenues on an accrual basis, from each of

the four major funds, and the Chesterfield Valley TDD. This information allows
viewers to discern the relative performance of the St. Louis County pool tax, which
on an accrual basis, ended $330,897 higher (4.7%) in 2017.

Compared with the Capital and Parks sales tax, which represents economic activity
only within the City of Chesterfield, which were down $385,261 and $327,174

respectively, or 5.3% in 2017.

Finally, the Chesterfield Valley Transportation Development receipts indicate the
sales performance of Chesterfield Valley, isolated from the rest of Chesterfield sales,
decreased by 1.2% in 2017, reflecting that Chesterfield Valley sales performed better

than the entire City of Chesterfield.
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It is also noteworthy, to identify that on an accrual basis, the City recognized
$572,157 in new revenues during 2017 from Proposition P, for public safety.

SLIDE #9.
Accrual versus Cash. “Mathematics is an exact fact; figures don’t lie, but liars sometimes figure.”

“The cash basis and accrual basis of accounting are two different methods used to
record accounting transactions. The core underlying difference between the two
methods is in the timing of transaction recordation. When aggregated over time, the
results of the two methods are approximately the same.” fwww.accountingtools.com)

Much like the earlier description of reporting total General Fund revenues, the
method and process is important and if not fully understood, can be misleading.
Although the results are similar over time, the reporting for any individual period
can vary due to the timing of transactions. Depending on the intended use of the
information, the accounting method employed can vary. For financial reporting and
budget purposes, Generally Accepted Accounting Principles dictate that the City
uses modified accrual accounting practices. This method generally associates the
recording of the transaction at the time the product or service is rendered. In our
case, the accrual method results in a two month delay in recording receipts.

For management and timely decision making, we also track our finances on a cash
basis. Identical to the household banking account, the cash basis records revenues

when received and expenses when obligated.

This graphic depicts the same information, as provided in the prior slide, but the
results are provided based on cash accounting.

While both graphics are accurate, you should note the glaring example that the
2017 receipts from Proposition P, were $201,126 on a cash basis, as compared to
the $572,157 reported via the accrual basis. Both numbers are correct, but the City
actually received $201,126 from Proposition P during 2017. The accrual reporting
includes the additional $371,103, which consumers paid during November and
December of 2017, but the City did not receive until January and February of 2018.

The St. Louis County pool tax, which on a cash basis, ended $153,020 or 2.2%
higher in 2017, ($330,897 higher, 4.7% on an accrual basis).

The Capital and Parks sales tax, were down $139,318 and $118,163, or 1.9% in
2017 on a cash basis. ($385,261 and $327,174 lower, 5.3% on an accrual basis.
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SLIDE #10:

The difference between accrual and cash reporting is timing, but timing can affect
the numbers significantly. There is not a right or wrong approach, but it is simply
additional information for management to understand.

ACCRUAL CASH
POOL TAX $330,897 4.7% $153,020 2.2%
PARKS TAX ($385,261) -5.3% ($139,318) -1.9%
CAPITAL TAX ($327,174) -5.3% ($118,163) -1.9%

SLIDE #11:

This slide isolates the performance of the County pool tax. As previously described,
Chesterfield’s pool tax receipts have increased $1,189,841, 19.5%. As depicted, the
pool receipts growth has been relatively steady.

SLIDE #12:
Comparing the sales tax performance from the three major funds.

SLIDE #13:

While there has been a steady decrease in utility taxes of $1,315,809 (-16%) over
the last ten years, there is a story within the story. Utility tax receipts are
comprised of receipts from multiple sources

Telephone decrease $2,339,161, -64.11% over ten years
Gas decrease $508,970, 33.18%

Electric increase $1,293,212 +50.43%

Water increase $232,025 + 59.85%

SLIDE #14:
Road and bridge tax is collected based on valuation.
Road and bridge receipts have decreased $176,331 (-8.7%) over ten years

SLIDE #15:
2017 actual general fund expenditures were reduced $1,369,861
Personnel expenditures decreased $658,530 in 2017

SLIDE #16:
Snapshot Header

SLIDE #17:
Graphics taken from the Consolidated Annual Financial report and represents 2017
actual expenses, all funds. Reader should note the difference between actual

expenses as compared to budgeted expenses.
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SLIDE #18:

Graphics taken from the Consolidated Annual Financial report and represents 2017
actual revenues, all funds. Reader should note the difference between actual
expenses as compared to budgeted expenses.

Revenue, all funds

SLIDE #19:

General Fund, Fund Reserve summary, revised July 2018 .
Projected 12/31/2018 General Fund — Fund Reserves $8,512,485
Amount over the 40% Fund Reserve Policy $1,511,766
47%

SLIDE #20:

Comparison of the current General Fund - Fund Reserve statement, versus the
statement provided with the General budget approved by City Council.
$419,225 Better than budget

Represents 1.85% of General Fund Budget

SLIDE #21:
Parks, Recreation and Arts Header

SLIDE #22:

Parks total revenues decreased $300,320 -3.3% in 2017, primarily due to the
reduction in sales tax revenues of $385,261, -5.3%.

Internally generated fees have steadily increased, $112,763 in 2017, 6.1%
Internally generated fees have increased $974,941 or 99.6% over the last ten years

SLIDE #23:
Same information as previous, but eliminate total revenues and sales tax to focus

on other sources
Internally generated fees have steadily increased, $112,763 in 2017, 6.1%
Internally generated fees have increased $974,941 or 99.6% over the last ten years

SLIDE #24:
Parks Fund — Fund Reserve Statement
Compare with budget expectations of $1.9 million projected end of year Fund

Reserve
~$600,000 better than budget in December 2017

SLIDE #25:
Capital Improvement Fund header
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SLIDE #26:
Capital Fund Sales Tax revenues decreased $327,175 in 2017, -5.3%.

SLIDE #27:
Capital Fund revenues are highly volatile, as they are significantly dominated by
Grants and transfers

SLIDE #28:

Capital Fund expenditures, much like the associated revenues, are highly volatile
and dependent on grant projects. The City does not maintain a significant fund
reserve in this fund. Spending is based on budgeted revenues, and is highly

dependent on grants and transfers.

SLIDE #29:

Amounts spent on street reconstruction varies in any given year, depending on
revenues and other grant projects. From 2014 — 2017, the City initiated four bridge
replacements; Timberlake Manor, Schoettler Road, I-64 Pedestrian and Wilson Road

bridges.

Road reconstruction spending is down in 2018 due to sales tax, debt service, and
CNG transfers.

SLIDE #30:
Current Commitments Header

SLIDE #31:
This table represents the current schedule of debt in the City’s three major funds.

The values provided represent both principal and interest.

SLIDE #32:
This graphic describes the amounts previously set aside for debt pre-payment.

Capital General Fund
Improv Sales| - City Hall Parks Sales
YEAR Tax - R&S Debt Tax Fund TOTALS

PRE-PAYMENTS $59,431 | $1,025,000 | $1,094,107 | $2,178,538

12/1/2016 $59,431 $412,588 $206,513 | $678,532
2018 Budget $0 $612,460 $887,540 | $1,500,000
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SLIDE #33:

This exhibit provides the “Effective” debt schedule, which represents the annual
debt service values in each fund, concurrent with the scheduled consumption of the
previous debt pre-payments. This graphic indicates that the current levels of pre-
payment achieves the level parks debt service through fiscal year 2003, with a
residual balance of $31,984. The remaining two years of level parks debt can be
achieved by simply allocating $307,943 of the eliminated $1.5 million annual debt
service in the General Fund.

CAPITAL PROJECTS

DEBT SERVICE REDUCED BY $59,431 IN 2019, WHILE THE DEBT SERVICE
IS COMPLETELY ELIMINATED FOR FISCAL 2020

GENERAL FUND

DEBT SERVICE IS ACCELLERATED ONE FULL YEAR BY PRE-PAYMENT AND
IS COMPLETELY ELIMINATED IN 2022

PARKS FUND DEBT SERVICE

SCHEDULED CONSUMPTION OF PRE-PAYMENTS PROVIDE FOR A LEVEL
DEBT SERVICE AT 2018 LEVELS, THROUGH 2025 (YEARS 2024 AND 2025
REQUIRE ADDITIONAL DEBT PRE-PAYS)

SLIDE #34:
Effective debt schedule with explanation of scheduled consumption of debt pre-

payments.

Capital Fund:
2019 DEBT SERVICE IS REDUCED BY $59,431 PREPAID

($1,944,250 - $59,431 = $1,884,819)

General Fund:
2022 DEBT SERVICE IS ELIMINATED BY $1,025,000 PREPAID

($1,250,000 - $1,250,000 = $0)

Set aside $307,943 or the $1.5 million “savings” annually for three years to
offset remaining $923,829 of Parks Fund debt to achieve level debt

service,

Parks Fund:

2019 DEBT SERVICE IS REDUCED BY $66,795
($3,074,916 - $66,795 = $3,008,121)

2020 DEBT SERVICE IS REDUCED BY $136,433
($3,144,554 - $136,433 = $3,008,121)

2021 DEBT SERVICE IS REDUCED BY $204,733
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($3,212,854 - $204,733 = $3,008,121)

2022 DEBT SERVICE IS REDUCED BY $288,257
($3,296,378 - $288,257 = $3,008,121)

2023 DEBT SERVICE IS REDUCED BY $338,460
($3,374,028 - $338,460 = $3,035,568) (FUTURE PREPAID
PREFERRED)

2024 DEBT SERVICE TO BE REDUCED BY FUTURE PREPAID
($3,446,128 - $438,007 = $3,008,121)

2025 DEBT SERVICE TO BE REDUCED BY FUTURE PREPAID
($3,525,928 - $517807 = $3,008,121)

SLIDE #35:
Five Year Outlook Header

SLIDE #36:

Sensitivity analysis graph,
Solid lines represent revenues growing from 0% to 3% annually
Hatchured lines represent expenses growing from 0% to 3% annually

SLIDE #37:
Sensitivity analysis table
Provides annual expenditure and revenue values under different growth

scenarios

SLIDE #38:
Sensitivity analysis table, 0% Revenue growth
Table provides annual surplus or deficit under different expenditure growth

scenarios

SLIDE #39:
Sensitivity analysis table, 1% Revenue growth
Table provides annual surplus or deficit under different expenditure growth

scenarios

SLIDE #40:
Sensitivity analysis table, 2% Revenue growth
Table provides annual surplus or deficit under different expenditure growth

scenarios
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SLIDE #41:

Sensitivity analysis table, 3% Revenue growth
Table provides annual surptus or deficit under different expenditure growth
scenarios

SLIDE #42:
Sensitivity analysis graph, same as slide #36, but with additional revenues
generated from fuel tax if successful in November 2018
Solid lines represent revenues growing from 0% to 3% annually
Hatchured lines represent expenses growing from 0% to 3% annually

SLIDE #43:
Sensitivity analysis table, same as slide #37, but with additional revenues generated

from fuel tax if successful in November 2018
Provides annual expenditure and revenue values under different growth
scenarios

SLIDE #44:
Sensitivity analysis table, 0% Revenue growth. Same as slide #38, but with

additional revenues generated from fuel tax if successful in November 2018
Table provides annual surplus or deficit under different expenditure growth

scenarios

SLIDE #45:
Sensitivity analysis table, 1% Revenue growth. Same as slide #39, but with

additional revenues generated from fuel tax if successful in November 2018

Table provides annual surplus or deficit under different expenditure growth
scenarios

SLIDE #46:
Sensitivity analysis table, 2% Revenue growth. Same as slide #40, but with
additional revenues generated from fuel tax if successful in November 2018

Table provides annual surplus or deficit under different expenditure growth
scenarios

SLIDE #47:

Sensitivity analysis table, 3% Revenue growth. Same as slide #41, but with

additional revenues generated from fuel tax if successful in November 2018,
Table provides annual surplus or deficit under different expenditure growth

scenarios
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SLIDE #48:
Strategic Summary header

SLIDE #49:
Strategic Summary

Anticipates annually funding the following from fund reserves:

o Emerald Ash Borer Project ~$540,000 (four additional years, thru

2022)

o Snow Removal Reimbursement Program ~$160,000 annually
Have transferred $2,178,532 to the three debt reserve funds; and
Plans to provide for a level debt service payment from the parks fund
through 2025, at which time the debt service payment is reduced by roughly
$2 million annually; and
Previous debt pre-payments committed fund a level parks fund debt
service at 2018 levels, thru the year 2023, leaving a combined $923,829
of parks debt increases in 2024 and 2025; and,
Current debt pre-payments previously committed eliminates the City
Hall Debt in 2022, effectively increasing available revenues beginning in
2022 by ~$1.5 million; a portion of which can\should be set aside to fund the
afore-described $923,829 park debt increase for 2024 and 2025. A uniform
three year annual commitment of $307,943 of this effective increase resulting
from retirement of the City Hall debt service will accomplish City Council’s
stated goal of level debt service in the Parks fund through 2025; and,
Parks reserve fund, not subject to the 40% reserve policy, MAY be used
gradually over the next several years to supplement revenues until the
afore-stated debt service drops in 2025; and
The Parks Debt service decreases by slightly more than $2 million in
2026, to $932,528. It is the City’s stated strategy at that juncture to
initiate replacement of the City‘s aquatic facility and other dated
infrastructure items which can be itemized under separate communication.

SLIDE #50:
QUESTIONS?
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Debt Service - Principal & Interest
Capital
Improv General Fund
Sales Tax - - City Hall Parks Sales

Year R&S Debt Tax Fund TOTAL DIS
2018 $1,937,300] $1,597,500| $3,008,121| $6,542,921
2019 $1,944,2501 $1,630,000| $3,074,916| $6,649,166
2020 $0| $1,657,500| $3,144,554| $4,802,054
2021 $0( $1,485,000 $3,212,854| $4,697,854
2022 $0| $1,025,0001 $3,296,378| $4,321,378
2023 $0 $0| $3,374,028| $3.374,028
2024 $0 $0| $3,446,128| $3,446,128
2025 $0 $0| $3,525,928| $3,525,928
2026 $0 $0 $932,528 $932,528
2027 $0 $0 $933,978 $933,978
2028 $0 $0 $936,673 $936,673
2029 $0 $0 $968,275 $968,275
2030 $0 $0 $964,350 $964,350
2031 $0 $0 $751,900 $751,900
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EFFECTIVE Debt Service - Principal & Interest
INCLUDES PREPAID DEBT TRANSFERS IN

Capital General Fund
Improv Sales | - City Hall Parks Sales

Year Tax - R&S Debt Tax Fund TOTAL D/S

2018 $1,937,300] $1,597,500| $3,008,121 $6,542,921
2019 $1,884,819| $1,630,000( $3,008,121 $6,522,940
2020 $0| $1,657,500( $3,008,121 $4,665,621
2021 $0| $1,485,000| $3,008,121 $4,493,121
2022 $0 $0 $3,008,121 $3,008,121
2023 $0 $0| $3,035,568 $3,035,568
2024 $0 $0| $3,446,128 $3,446,128
2025 $0 $0|  $3,525,928 $3,525,928
2026 $0 $0 $932,528 $932,528
2027 $0 $0 $933,978 $933,978
2028 $0 $0 $936,673 $936,673
2029 $0 $0 $968,275 $968,275
2030 $0 $0 $964,350 $964,350
2031 $0 $0 $751,900 $751,900

CAPITAL PROJECTS

DEBT SERVICE REDUCED IN 2019, ELIMINATED IN 2020

GENERAL FUND

DEBT SERVICE IS WHOLLY ELIMINATED IN 2022

PARKS FUND DEBT SERVICE

ACHIEVE LEVEL DEBT SERVICE AT 2018 LEVELS, THROUGH 2025
YEARS 2024 AND 2025 REQUIRE ADDITIONAL DEBT PREPAYS)
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EFFECTIVE Debt Service - Principal & Interest

INCLUDES PREPAID DEBT TRANSFERS IN

Capital General Fund
Improv Sales - City Hall Parks Sales

Year Tax - R&S Debt Tax Fund TOTAL

LT $1,889,050 $1,571,763 $2,954,629 $6,415,442
2018 $1,937,300 $1,597,500 $3,008,121 $6,542 921
2019 $1,884,819 $1,630,000 $3,008,121 $6,522,940
2020 $0  $1,657,500 $3,008,121 $4,665,621
2021 $0  $1,485,000 $3,008,121 $4,493,121
2022 $0 $0 $3,008,121 $3,008,121
2023 $0 $0 $3,008,121 $3,008,121
2024 $0 $0  $3,446,128 $3,446,128
2025 $0 $0  $3,525,928 $3,525,928
2026 $0 $0 $932,528 $932,528
2027 $0 $0 $933,978 $933,978
2028 $0 $0 $936,673 $936,673
2029 $0 $0 $968,275 $968,275
2030 $0 $0 $964,350 $964,350
2031 $0 $0 $751,900 $751,900

Capital Fund:

2019 DEBT SERVICE IS REDUCED BY $59,431 PREPAID
($1,944,250 - $59,431 = $1,884,819)

General Fund:

2022 DEBT SERVICE IS ELIMINATED BY $1,025,000 PREPAID

($1,250,000 - $1,250,000 = $0)

Parks Fund:

2019 DEBT SERVICE IS REDUCED BY $66,795
($3,074,916 - $66,795 = $3,008,121)
2020 DEBT SERVICE IS REDUCED BY $136,433
($3,144,554 - $136,433 = $3,008,121)
2021 DEBT SERVICE IS REDUCED BY $204,733
($3,212,854 - $204,733 = $3,008,121)
2022 DEBT SERVICE IS REDUCED BY $288,257
($3,296,378 - $288,257 = $3,008,121)
2023 DEBT SERVICE IS REDUCED BY $338,460
($3,374,028 - $338,460 = $3,035,568) (FUTURE PREPAID PREFERRED)
2024 DEBT SERVICE TO BE REDUCED BY FUTURE PREPAID
($3,446,128 - $438,007 = $3,008,121)
2025 DEBT SERVICE TO BE REDUCED BY FUTURE PREPAID
($3,525,928 - $517807 = $3,008,121)

Scheduled
consumption
of Pre-pay

($126,226)
($136,433)
($204,733)
($1,313,257)
($365,907)
$0

$0

Balance

prepaid
remaining

$2,052,312
$1,915,880
$1,711,147
$397,891
$31,984

($406,023)

($517,807)

($923,829)

3 years at ($307,943)
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