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Agenda Item

Memo
To:

Roseville Finance Commission

From: Chris Miller, Finance Director
Date:

April 9, 2019

Re:

Item #3: Approve the Minutes from the March 12, 2019 Meeting

Background
As an advisory commission to the City Council, the Finance Commission’s discussions and
recommendations play an important role in setting City policies and influencing decisions on programs
and services.
To ensure an accurate historical account of the Finance Commission’s activities are preserved, the City
maintains a practice of keeping meeting minutes. The attached file contains the draft minutes from the
March 12, 2019 meeting. The Commission is asked to review the minutes and identify any typos, errors
or inaccuracies of the discussion that took place.
Where applicable, Commission members are asked to identify any necessary corrections at the meeting.
The Commission should subsequently vote to approve the amended (if necessary) minutes. Once the
minutes are approved, they become part of the City’s permanent records.
Staff Recommendation
Review the draft minutes.
Requested Commission Action
Amend (as necessary) and approve the Finance Commission meeting minutes for the March 12, 2019
meeting.
Prepared by:
Attachments:

Chris Miller, Finance Director
A: Draft Minutes from the March 12, 2019 Finance Commission Meeting
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Finance Commission
Meeting Minutes
DRAFT – March 12, 2019 - DRAFT
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Roll Call/Announcements
The Finance Commission (FC) meeting was called to order at 6:30 p.m. Chair Schroeder
requested staff call the roll.
Commissioners Present:

Robin Schroeder, John Bachhuber, Edwin Hodder, John Murray,
and Jack Reif

Commissioners Absent:

Matt Harold, Malcolm McRoberts

Staff Present:

Finance Director Chris Miller

Finance Director Miller stated the City Council interviewed Commission applicants. One did
apply and then dropped out with one coming in later who was told it was past the deadline. He
noted there are still two open vacancies for the Commission, no one interviewed, and the Council
will be discussing this at the March 25th Council meeting.
Mr. Miller stated on March 18th the City Council will be discussing the recommendation the
Commission brought forth regarding the creation of a Cash Carry-Forward Cash Reserve Fund.
Mr. Miller stated on February 25th the City Council authorized up to three million dollars of
public finance or business subsidy to a company called Colder Products who was looking at
Twin Lakes. This is a TIF assistance and not to exceed amount.
Receive Public Comments
Mr. Vince Trevato, 2250 Victoria Street, stated he had a couple of comments based on the last
Finance Commission meeting. He stated he was pleased the Commission is addressing the TIF
issue because he was not sure that all the due diligence that should have taken place with the
Colder Company has been done. As an example, one of the commentaries from the City Council
meeting was that it was unlikely that anyone would take over that space in the foreseeable future
and using that logic, the Council decided to accept the current level of property taxes for the next
ten years which does not make any kind of logical sense because not only does the City not gain
anything on taxes but resources that the City needs to pay for, Police, Fire and other resources
and roads increase as a result of that. The City loses by incenting a company, which is a
thirteen-billion-dollar company whose CEO earned thirty million dollars in 2018. Meanwhile
the City does not have enough money to pay for the police and fires. He thought it was really
important that TIF is looked at in every instance because of the very large numbers that is being
dealt with.

Finance Commission Minutes
March 12, 2019 – Draft Minutes
Page 2 of 8
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80
81
82
83
84
85
86
87
88
89
90
91

Attachment A

Mr. Trevato noted in the minutes the company was spelled Kohler and should be Colder.
Mr. Trevato stated in regard to the IT Recovery, the IT charges to other cities seem to be based
on personnel costs and some equipment costs but he did not see anything in terms of facility
overhead or administrative overhead. He thought it made sense for the City to charge a market
rate in addition to all of the other charges for Administrative costs, for HR costs and for the
Facility costs. It should all be built into the charges as well. He stated if the costs are being
included it was indicated in the PowerPoint distributed for the meeting.
Commissioner Murray asked if the TIF District was specifically for pollution abatement or for
some specific reason the company gave the City.
Mr. Trevato was not sure but thought the general comment was to prepare the site in some
respects, but he did not know how the exact number were arrived at.
Commissioner Murray stated it was his understand that the City was doing TIF Districts
primarily to do pollution abatement.
Mr. Trevato thought that is a burden that should be absorbed by the owner rather than the City.
He stated in addition to that the City Council made some promises but legally he was not sure
that the City is fully obligated because there is a TIF District 21 that is proposed and is still
subject to a public hearing as well so he thought the decision could be reversed. He felt this was
a poor decision that was made.
Approval of Meeting Minutes
Chair Schroeder asked if there were changes.
Commissioner Murry stated line 251 should be changed to: “Commissioner Murray”.
Commissioner Reif asked if the word revealing on line 114 should be reviewing.
Chair Schroeder thought the entire sentence should be reworded. She stated the sentence should
read “Chair Schroeder stated the number in the packet was not overwhelming but enough to be
looked at.”
Chair Schroeder stated lines 122-124 should be changed to: “Chair Schroeder thought the only
time that came up was when the Commission was caught by surprise when looking at the
endowment fund.”
Chair Schroeder stated line 83 should be changed to: “Chair Schroder asked if there were any
changes to the December 11th meeting.”
Chair Schroeder stated line 152 should be changed to: “changes”.
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Mr. Miller stated line 70 should be changed to: “Colder”.
Commissioner Bachhuber moved, seconded by Commissioner Reif to approve the February 12,
2019 meeting minutes as amended. The motion carried unanimously.
Receive Finance Commission Recommendations Tracking Report
Tabled to next meeting due to Commissioner Harold’s absence.
Receive Overview of the City’s Information Technology Function
Finance Director Miller stated in October 2017, the Finance Commission received a general
overview of the City’s Information Technology function, which focused on the function’s
business model and financial results. Recently, the Commission requested a supplemental
overview to gain greater insight on the City’s IT operational policies and procedures.
Mr. Terre Heiser, IT Manager, made a presentation to the Commission on the IT Business Model
history and how it has evolved.
Commissioner Bachhuber stated during the Public Comment section, there was a question
around covering overhead and he asked for more information on the annual operating charges
and if it includes overhead as part of the load.
Mr. Heiser stated at this time the City has not had any operating costs that are associated with
Finance or HR.
Commissioner Bachhuber asked if the City is charges for facilities based on, for example, a
cubicle costs per year.
Mr. Heiser stated the City does not, with the twenty staff, the City cannot staff everyone, at least
ten of the staff is offsite. On the opposing side, those cities do not charge back into the group for
their space either. He thought a lot of it is by design.
Commissioner Bachhuber asked if the other Municipalities and Government Agencies pretty
accepting of what Mr. Heiser determines for Common Good Services or is there a lot of time
spent negotiating on how things are going to work and taking orders and requests. He wondered
how it is decided what kind of service is going to be offered.
Mr. Heiser stated he thought the Group had the advantage in that the agencies in themselves can
become very small such as Gem Lake, which is the smallest agency in the group with one full
time employee and 400 residents. He thought to that point the residents look to Roseville and its
staff for that type of direction. Issues are tried to be worked out at the meetings.
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Commissioner Murray asked where the off-site people work.
Mr. Heiser stated some of the people work at different City Hall’s, rotating around the different
cities to handle emergencies if needed.
Mr. Miller stated even though the employees are off-site, at different locations, the employee is
still connected to the same network domain.
Mr. Heiser continued with his presentation on cost sharing – personnel and core services along
with recoverables.
Mr. Miller stated the recoverables charges are costs being shared among the thirty-three different
agencies. He stated it would be a different conversation if the City had to secure the network
with just local dollars as opposed to having a regional sharing supporting that same exact
network. While there is some direct savings the City has on the cost savings, there are also some
indirect pieces that come into play where the likelihood of the City having the robust defense
systems for the City’s networks might be entirely different if the City were a stand-alone
function. He stated the alternative would be to have the complex systems in place but bear all of
the costs locally and would be before the City Council on a regular basis asking for more money.
This way the City can distribute the costs a little more over a larger service area.
Commissioner Bachhuber wondered if a lot of the costs are not billed on a per user basis, the
costs are more fixed or is the City able to negotiate a lower per user rate because it is spread over
a larger base of users.
Mr. Heiser stated for things that are associated with a client license, the group will see favorable
pricing. He stated the size of the organization will allow favorable pricing on enterprise
applications.
Mr. Heiser continued with is presentation on cost sharing of capital – software and hardware.
Commissioner Bachhuber asked for more information on security awareness.
Mr. Heiser explained how the organization teaches security awareness. He continued his
presentation on active directory authenticated services and centralized data centers with the
Commission.
Commissioner Reif asked if the organization has detected many attempts to try to hack into the
system by outsiders.
Mr. Heiser indicated the organization has. A couple of years ago there were many attempts to
get into the system. He noted people would be surprised at the number of attempts hackers try to
get through comcast connections. He stated the organization keeps active maintenance on
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everything within the system and continuously updates the firewalls of the system. He stated
that even a home user has troubles.
Ms. Cynthia White, 2489 Churchill Street, asked if Mr. Heiser also managed the computerization
of the water towers.
Mr. Heiser stated the organization indirectly manages them. Water towers would be a part of the
AMR System. The primary support of that is the contracts of the utility department would have.
His organization would support whatever client software that is needed to access that including
the security of that.
Chair Schroeder thought the presentation was very enlightening and answered all of her
questions.
Continue Discussion on CIP Review Process
Finance Director Miller stated at the February meeting the Commission continued its discussion
on potential changes to the Capital Improvement Plan (CIP) review process. The Commission
affirmed its interest in creating new evaluation procedures for higher-cost, asset additions valued
at $500,000 or greater and higher-cost asset replacements valued at $500,000 or greater that
feature substantial changes from their original size, functionality or purpose.
Mr. Miller stated the Commission also recommended adding a look-back procedure that would
determine whether the asset additions/replacement as defined produced the expected outcome.
Commissioner Reif thought the look back was a good idea as a way to learn from previous
estimates so as the City goes forward everything can be taken into consideration and learn from
past estimates where things might have been missed.
Chair Schroeder agreed.
Commissioner Bachhuber stated he liked looking at the sample in the neighborhood park
buildings, he liked the approach that is in the information. He thought having the percentage of
over/under helps to frame it. In general, he thought this was directionally correct and a good
way to look at it. He thought having the net cost is important and understanding the operating
cost assumptions.
Chair Schroeder agreed and thought having the example in the information will help because
theoretically a look-back could be put in, but it is an example and the Council can look at it to
figure out what is being shown to them, so it is not misinterpreted.
Mr. Miller stated the look-back might have a different look depending on the initiative, project,
or whatever it might be.
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Commissioner Hodder stated he liked it because sometimes it is needed to see the application of
how the concept would work.
Chair Schroeder agreed and still supported putting the guidelines in.
Mr. Miller indicated he left the guidelines in as well. He noted this will go before the City
Council on March 25th for the Commission to review with them.
Commissioner Bachhuber moved, seconded by Commissioner Reif to propose the Capital
Investment Policy as Amended in the documents, including the example on how the City would
see it interpreted in the look-back. The motion carried unanimously.
Consider Selecting a Chair, Vice-Chair, and Representative to the Ethics Commission
Finance Director Miller stated City Code Chapter 201.06 requires the Finance Commission to
annually select a Chair, Vie-Chair to perform on-going duties; and a representative to serve on
the City’s Ethics Commission as needed. The Chair and Vice-Chair positions carry the same
decision-making privileges as all other members, but do have some additional administrative
duties.
Finance Director Miller indicated Commissioner Schroeder is currently Chair, Commissioner
McRoberts is currently Vice-Chair and Commissioner Harold is currently the Ethics
Commission representative.
Chair Schroeder wondered if the Commission wanted to table this item until next month when all
of the Commissioners will be at the meeting.
The Commission agreed to table this item.
Review 2018 Investment Portfolio Performance
Finance Director Miller stated the City’s Investment Policy is rooted in industry best practices
and has been modified to accommodate the limited resources available to manage the City’s
investment portfolio. This limitation necessitates the use of relatively simple investment
strategies that require only a nominal amount of time.
Mr. Miller reviewed the investment portfolio performance and policy with the Commission.
Commissioner Bachhuber asked Mr. Miller to review the thinking behind the fact that the
average duration has increased by two years from 2016 to 2018, given how flat the yield curve is
right now.
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Mr. Miller stated this is not due to the investment strategies, the City has gone shorter in some of
the terms in recent years but what has changed is the City has had to sell off some of its
investments earlier that had some shorter maturities and to create some additional cash flow for
some Capital Investments that were made which were not part of the cashflow forecast.
Chair Schroeder asked for clarification as to why the paragraph shows a different interest rate
then the chart.
Mr. Miller stated the rate should be 2.93 percent. He noted this was a typo.
Commissioner Murray asked how much of a paper loss did the City take.
Mr. Miller stated in the past year the paper loss was $114,000 for 2018, only if the City sells it.
Commissioner Bachhuber asked if the realized loss of $43,000 included in the portfolio earnings
as displayed.
Mr. Miller stated it is not shown here, it is shown in the public financial statements when the
City actually shows the realized gains and losses.
Mr. Miller noted the policy was last updated in 2015 and is part of the packet. He was not sure
any changes needed to be made because the policy is meeting the City needs as written.
Review Discussion Topics for the Joint City Council-Finance Commission Meeting on
March 25, 2019
Finance Director Miller stated a joint Commission Council meeting will be held on March 25,
2019 to discuss changes in finding strategies for the CIP, 2019 City Manager recommended
Budget & Tax levy, establishing a Cash Reserve (Cash-Carry-Forward) Fund and changes in the
Capital Improvement Program (CIP) Review Process.
Chair Schroeder thought the topics listed were good to discuss with the City Council.
Identify Discussion Items for the Future Meetings
Chair Schroeder stated the next agenda would include discussions on the appointment of Chair
and Vice Chair along with the Cash Reserve Levels discussion and reviewing the Joint Council
meeting.
Commissioner Murray stated he has been working on the Investment Policy and State changes
and he would like to make a presentation on that.
Commissioner Hodder stated he would like to have a discussion on the TIF Policy for the City.
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Mr. Miller stated there is going to be a presentation on March 18th at the EDA meeting regarding
the TIF Policy and thought that might be the best introduction to future conversations.
Chair Schroeder thanked everyone for working with her while she has been on the Board and
wished everyone luck and to reach out to her if needed. She stated she has enjoyed being on the
Commission.
Commissioner Bachhuber echoed Chair Schroeder’s comments. He thought the Commission has
made great strides over the last several years and looked forward to seeing how this group helps
the City make its decisions.
Adjourn
Commissioner Murray made a motion, seconded by Commissioner Reif to adjourn. The motion
passed unanimously.
Meeting adjourned at 8:12 p.m.

Roseville Finance Commission
Agenda Item

Memo
To:

Roseville Finance Commission

From: Chris Miller, Finance Director
Date:

April 9, 2019

Re:

Item #4: Review Finance Commission Recommendations: Tracking Report

Background
A summary of the Finance Commission’s recent recommendations submitted to the City Council is
included in Attachment A for review.
Staff Recommendation
Not applicable.
Requested Commission Action
For review and discussion purposes only. No formal Commission action is necessary.
Prepared by:
Attachments:

Chris Miller, Finance Director
A: Tracking Report
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Recommendation Tracking Tool

No.

2017-8

Recommendation

Priority Ranking
Implementation

2018-2 Cash Reserve Fund

Date
Recommended

12/12/2017

2/13/2018

Cash Reserve Fund - Split
CIP

10/9/2018

2019-1 Capital Investment Policy

3/12/2019

2018-5

Date Presented

3/26/2018
9/18/2018
3/25/2019

3/26/2018
9/18/2018

3/25/2019

Status

Discussion and Next Steps

Received Closed

Council received recommendation and directed
Commission to further refine the ranking list with
special consideration on how to handle new vs.
existing items.
10/9/2018 - Review the entire Capital Investment
Policy and assess how recommendation may
change policy as written.
3/25/2019 - Priority Raking changed to
"Guidelines". Incorporated into Recommendation
2019-1.

Accepted

Council received recommendation and directed
Commission to further refine the logistics of
separating Capital expenses from funds and
resetting reserve balances. Will reassess
remaining aspects of recommendation after this
step is completed.
10/9/2018 - After second presentation to council,
move forward with first few steps in process, then
reassess. Break into sub-recommendations for
ease of tracking.
3/17/2019 - Council voted to create the Cash
Carry Forward Fund

Staff to investigate creation of separate CIP funds
before books are closed for 2018. Will present to
Council early next year.
Presented latest recommendation to Council.
Received - Council seemed to all support the proposal and
suggested a few changes to wording. Also
Further
Development suggested creating templates for the fiscal note
and look back.
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Recommendation Tracking Tool

No.

Recommendation

Description
Recommend the City Council direct staff to begin using the priority
Priority Ranking
rankings as adopted in the Capital Investment Policy for future
2017-8
Implementation
budgeting cycles.
Recommend establishing a Cash Reserve Fund to consolidate all
2018-2 Cash Reserve Fund
unrestricted funds that are not derived from donations or earmarked
for capital replacements.
Sub-recommendation to Recommendation 2018-2. Recommend
Cash Reserve Fund - Split
separating all CIP spending out of operating funds and into separate CIP
2018-5
CIP
funds.
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Roseville Finance Commission
Recommendation Tracking Tool

Status
Pending
Received
Accepted

Definition
Recommendation has not yet been presented to the City Council
Recommendation has been received by the City Council but has not received a formal reply
or action
Recommendation has been accepted by the City Council but action has not yet been taken

Rejected
Implemented

Recommendation has been rejected by the City Council and will not move further
Recommendation has been accepted by the City Council and action has been implemented

Rescinded
Received Closed

Recommendation has been rescinded by the Finance Commission
Recommendation has been received by the City Council but has not received a formal reply
or action and will be considered closed from future updates tracking.

Received Further
Development

Recommendation has been received by the City Council and returned to the Commission
for modifications or furthur development.
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Memo
To:

Roseville Finance Commission

From: Chris Miller, Finance Director
Date:

April 9, 2019

Re:

Item #5: Consider Selecting a Commission Chair, Vice-Chair, and a Representative to serve
on the City’s Ethics Commission as needed.

Background
City Code Chapter 201.06 requires the Finance Commission to annually select a Chair, Vice-Chair to
perform on-going duties; and a representative to serve on the City’s Ethics Commission as needed. The
Chair and Vice-Chair positions carry the same decision-making privileges as all other members, but they
do have some additional administrative duties.
The Chair position is expected to run the Commission meetings. This includes recognizing members
before they speak, ensuring the discussions stay on task and are conducted in a timely fashion, and
allowing the public an appropriate amount of time to participate. The Vice-Chair assumes all duties of
the Chair in their absence. The current appointments are as follows:




Chair: Robin Schroeder
Vice-Chair: Malcolm McRoberts
Representative to Ethics Commission: Matt Harold

It should be noted that there are no limits when it comes to the length of service members can serve in
these capacities. Advisory Commission Chairs, Vice-Chairs, and Ethics Commission Representatives
often remain in their roles for more than one year to preserve continuity from one year to the next.
However, the Commission may also find value in working within varying leadership styles and
approaches over time.
Staff Recommendation
By separate motions, Staff recommends the Commission select a Chair, Vice-Chair, and representative
to the Ethics Commission for the period April 1, 2019 through March 31, 2020.
Requested Commission Action
Motion to approve a Chair, Vice-Chair, and representative to the Ethics Commission for the period April
1, 2019 through March 31, 2020.
Prepared by:
Attachments:

Chris Miller, Finance Director
A: N/A
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Memo
To:

Roseville Finance Commission

From: Chris Miller, Finance Director
Date:

April 9, 2019

Re:

Item #6: Review Recent Council Directives and Joint Meeting with the City Council

Background
On March 25, 2019 the Finance Commission held a joint meeting with the City Council for the purposes
of presenting the Commission’s recommendation to establish new measures associated with the Capital
Improvement Plan (CIP) review process. After receiving the recommendation, the Council suggested
some minor changes and directed the Commission to make final modifications to the proposed Capital
Investment Policy.
The Council further recommended that the changes be brought back for approval on a future ‘Consent
Agenda’. In other words, the Council is not expecting the Commission to formally present the final
recommendation. The Council’s final guidance included:





The possible removal of the word ‘maintenance’ from line 4 of the Policy.
A desire to retaining (in some fashion) the proposed deletion of lines 13-16 of the Policy.
The possible combination of priority guidelines #1 and #2 as depicted on lines 103-105 of the
Policy and/or the inclusion of the words ‘replace or’ following the word ‘that’ on line 104 of the
Policy.
Expanding the Fiscal Note (lines 161-231) and Fiscal Review (lines 233-244) sample templates
to include more examples of possible metrics that might be considered.

A copy of the most recently-revised Capital Investment Policy is included in Attachment A. It includes
highlighted sections that pertain to the final Council guidance noted above.
At a prior meeting on March 18, 2019, the City Council held a discussion on 2018 year-end cash reserve
levels and the establishment of a Cash Reserve Fund. The Council did choose to transfer excess cash
reserves in selected funds to a separate Cash Reserve Fund as recommended by the Commission.
Following that action, the Council directed the Finance Commission to review the following:



The Operating Fund Cash Reserve Policy target reserve levels for the Parks & Recreation Fund
Establishing a formal Cash Reserve (carry-forward) Policy

To assist the Commission in initiating these two new directives and to highlight potential next steps,
Staff has compiled some additional background information. This is presented below in separate
sections.
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Review Operating Fund Cash Reserve Policy target reserve levels for the Parks &
Recreation Fund

At the March 18, 2019 City Council meeting, the Council directed both the Finance and Parks &
Recreation Commissions to review the cash reserve target levels identified in the City’s Operating Fund
Cash Reserve Policy.

Under the current Policy (Attachment B: highlighted section), the targeted cash reserve level for the
Parks & Recreation Fund is at a fixed 25%. This is in contrast to some other funds that have a range of
targets. This Policy was last reviewed by the Finance Commission On February 12, 2019. However, it
was also reviewed on multiple occasions in 2018 in conjunction with the Commission’s discussions on
creating a Cash Reserve (Carry-Forward) Fund.
The Commission will recall that during the 2018 Cash Reserve Fund discussions, it spent a considerable
amount of time determining what the appropriate cash reserve target level ought to be. This included a
month-by-month analysis of actual cash flows in 2016 and 2017. The charts below were used in the
analysis for the Parks & Recreation Fund. They originally appeared in your August 16, 2018 discussion.
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Recreation Fund (2017 Activity)
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One of the key takeaways from these two charts was that after starting 2017 with a cash reserve level of
29%, it fell to 11% at its lowest point in June. This represented a decline of 18%.
The Commission then looked at the cash flow analysis for 2018 (through June) which is depicted in the
next chart.
Recreation Fund (2018 Activity)
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In 2018, the cash reserve level dropped from 34% at the beginning of the year to 20% by the end of May
before rebounding. This represented a decline of 14%.
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After its analysis and discussion surrounding the cash flows from the previous two years, the
Commission affirmed that it was appropriate to preserve a range of cash reserve targets for some
operating funds. In support of the conclusion, it subsequently recommended changes to target ranges for
the Communications, Information Technology, and License Center funds at the joint City CouncilFinance Commission meeting on September 17, 2018. However, it did not recommended any changes
to the Parks & Recreation fund leaving it at a fixed target of 25%.
Staff will note that the Fund’s cash balance (excluding donations) at the end of 2018 is at approximately
$1,235,000 or 25% of the annual operating budget – hitting the fixed target reserve level. This exact
outcome was the result of a one-time transfer of approximately $635,000 in excess cash reserves to the
separate Cash Reserve Fund. Absent the transfer, the Fund would have had a balance of 38%. This is
depicted in the table below.

Operating Fund
General (unrestricted portion)
Parks & Recreation
Communications
Information Technology
License Center

12/31/2018
Cash
Reserves
$ 5,103,081
2,171,463
101,056
616,458
356,665

12/31/2018
12/31/2018
Amount
Available 12/31/2018
Less
From
Cash
Reserve
Above High
Target %
Level
Reserves
Donations
$ (62,803) $ 5,040,278
32%
$
(300,612) 1,870,851
38%
634,968
101,056
19%
616,458
21%
169,644
356,665
19%
80,990
$
885,602

12/31/2018
Amount
Below Low
Target %
$
456,689
$
456,689

Establishing a formal Cash Reserve Fund Policy

In addition to directing the Commission to review cash reserve target levels for the Parks & Recreation
Fund, the Council also directed the Finance Commission to consider drafting a formal Cash Reserve
(carry-forward) Fund Policy.
As a starting point to the discussion, it is suggested that the Commission review the existing language in
the Operating Fund Cash Reserve Policy to determine whether further modifications are desired in order
for the Policy to be consistent with the Commission’s recommendation on the use of excess cash
reserves. The Policy is included in Attachment A (highlighted section).
Staff Recommendation
Not applicable.
Requested Commission Action
Review and discuss the associated topics and determine next steps in developing recommendations for
the City Council.
Prepared by:
Attachments:

Chris Miller, Finance Director
A: Capital Investment Policy (with proposed revisions)
B: Operating Fund Cash Reserve Policy
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Capital Investment Policy

(March 25, 2019 2nd Proposed Revision)

The purpose of the City’s Capital Investment Policy is to ensure future capital improvements,
maintenance, and replacements are made when needed in a manner which is both fiscally and
operationally prudent. The Policy also outlines the general process for considering higher-cost
capital asset additions or replacement of existing assets that feature substantial changes from their
original size, functionality, or purpose.
The goal of this policy is to provide a stable funding mechanism for the City’s infrastructure by
setting aside specific resources on a periodic basis. This will ease the burden on present and future
taxpayers, without significant fluctuations in annual property tax levies.
It is not the intent of the City Council to fund major new facilities, which have not had the original
funding established either through tax increment, general taxes, bonding or other such sources.
The replacement funds and corresponding fund interest earnings are expected to be only for
replacement purposes.
Scope
All City departments are included in this Policy and City funds are included in the 20-Year
Capital Improvement Plan (CIP). The CIP identifies the timing and financing of all capital items.
Policy


The City will develop a 20-year Plan for capital investments and update it at least every 2
years.



All capital investments shall be made in accordance with an adopted Capital Improvement
Plan or in conjunction with a strategic or other long-term planning process.



The City will coordinate development of the capital improvement budget with development
of the operating budget. Future operational costs associated with new capital improvements
will be projected and included in operating budget forecasts.



The City will provide ongoing preventative maintenance and upkeep on all its assets at a
level adequate to protect the City’s capital investment and to minimize future maintenance
and replacement costs. The City should periodically review and follow industryrecommended replacement schedules for all City capital assets.



The City will identify the estimated costs and potential funding sources for each capital
project proposal before it is submitted to Council for approval.



The City will determine the least costly financing and acquisition method for all new
projects.
Page 1 of 9

Attachment A

44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
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67
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72
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For future development or redevelopment proposals that require public infrastructure
and/or public financing assistance and/or City support services, a fiscal analysis shall be
prepared identifying the project sources and uses. The analysis should also demonstrate the
costs and benefits of the project. The cost of this analysis shall be borne by the developer.



The City will establish departmental Vehicle and Equipment Replacement Funds. The City
will appropriate monies to them annually to provide for timely replacement of vehicles and
equipment. The amount will be maintained at an amount equal to the proportion of useful
life expired multiplied by estimated replacement cost.



The City will establish a Building Capital Maintenance Fund, and will appropriate funds
to it annually to provide for timely maintenance of all buildings supported by general
governmental funding. Only maintenance which meets the capitalization threshold shall be
paid for out of this fund. Maintenance includes major items such as roof repair and HVAC
replacement.



The City shall establish a Street Infrastructure Replacement Fund to provide for the general
replacement of streets and related infrastructure throughout the community. The annual
MSA capital allocation, will be included as a part of the source of funds for computing the
adequacy of this fund. This fund has been formally categorized by the Council as a
permanent fund, whereby the interest proceeds are only used for the stated purpose. The
cash reserve amount should remain between $8-12 million.



The City shall establish a Park Capital Maintenance Fund to provide for the general
replacement of parks and related infrastructure throughout the community. The funding
should equal the proportion of useful life expired multiplied by estimated replacement cost
for all park system assets.



Within each enterprise fund, the City shall establish a funding mechanism to provide for
the general replacement of related infrastructure throughout the community. The funding
should equal the proportion of useful life expired multiplied by estimated replacement cost
for all enterprise fund system assets.



From time to time the City Council shall establish additional replacement funds as the need
becomes apparent.



The Finance Commission will annually oversee and report to the City Council a review
and analysis of planned capital investments and related reserve balances. The purpose of
such analysis will be to gauge the health and sustainability of City reserves related to capital
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84
85
86
87
88

investments for the short (1-3 year), medium (4-9 years), and long term (10+ years). It will
also take into account related borrowing and repayment costs.


Capital Replacements should be considered using the following priority guidelines
rankings (in order):

89
90
91
92
93
94
95
96

1. Projects necessary for public health and safety, or to meet legal mandates.
2. Projects that responsibly maintain existing assets to either extend remaining
service life or to create efficiency.
3. Projects that expand existing assets or services in order to benefit the Public
Good.
4. Projects that purchase new assets or services in order to benefit the Public Good.


For purposes of added transparency associated with capital spending decisions, the
Capital Improvement Plan (CIP) should include the following designations and review:
Cate gory 1

De finition

Policy/Plan
Re vie w
Purchasing
Approval (se e
comme nts be low)

City Council
Re sponsibility

97
98

Cate gory 2

Cate gory 3
Items that are
considered nonroutine or
purchased on a
highly infrequent
basis and have a
significant financial
impact

Items that are
incorporated into a
replacement policy,
and have a fairly
consistent useful
life

Items that are
incorporated into a
strategic plan or
similar long-term
planning initiative

City Manager &
City Council

City Council or
Advisory
Commissions

City Council

City Manager up to
$20,000; City
Council $20,000 or
greater

City Manager up to
$20,000; City
Council $20,000 or
greater

City Manager up to
$20,000; City
Council $20,000 or
greater

Review Plans or
initiatives annually
or delegate to
Advisory
Commissions

Review as needed
in conjunction with
a standard form
providing
justification,
funding source, and
supporting
narrative

Review replacement
policies annually or
as needed

Page 3 of 9

Attachment A

Purchasing Approval Comments:
(a) MN Statute 412.691 limits the City Manager purchasing authority to $20,000 or less
(b) MN Statute 471.345 establishes the following rules for entering into contracts:
Amount

99
100
101
102



103
104
105
106
107
108
109
110
111
112
113
114
115
116
117
118
119
120
121
122
123
124
125
126
127
128
129

Requirement

$25,000 or less

Purchase on open market or obtain at least
two quotes

$25,000 - $175,000

Direct negotiation (two quotes if possible)
or competitive bidding process

$175,000 or more

Competitive bidding proces required

Capital Replacements should be considered using the following priority guidelines
rankings (in order):
1) Projects necessary for public health and safety, or to meet legal mandates.
2) Projects that responsibly maintain existing assets to either extend remaining
service life or to create efficiency.
3) Projects that expand existing assets or services in order to benefit the Public
Good.
4) Projects that purchase new assets or services in order to benefit the Public Good.



Higher-cost capital asset additions or replacement of existing assets that feature substantial
changes from their original size, functionality, or purpose should be considered using the
guidelines included in Exhibit A. For these same assets, a fiscal look-back exercise should
also be utilized using the guidelines included in Exhibit B.

Definitions
Capital assets – Assets which cost $5,000 or more and have a useful life of two or more years.
Capital Improvement Plan – A comprehensive 20 year outlook itemizing all capital assets and
their replacement funding requirements. The plan will take into account useful asset lives and
salvage values.
Replacement Cost– In today’s dollars, the cost to replace the asset. If it is expected the retired
asset will have a salvage value, the estimated salvage value should be deducted from the
expected replacement cost.
Asset Life – The number of years which is the asset is in use, also known as the useful life of
a capital asset.
Bonding – The amount of debt incurred to obtain capital assets.
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130
131
132
133
134
135
136
137
138
139
140
141
142
143
144
145
146
147
148
149
150
151
152
153
154
155
156
157
158
159
160

Capital Asset Maintenance – Expenditures which protect the City’s investment in capital assets
and provide for ongoing upkeep.
Equipment – A tangible capital asset which does not qualify as a vehicle, building, street, or
park asset. Examples are mowers, tools, etc.
MSA Capital Allocation – Municipal State Aid is money the City receives from the State to
help pay for maintenance of MSA-designated streets. MSA streets are collector or arterial
streets that interconnect to other cities or major thoroughfares.
Enterprise Fund – A separate accounting and financial reporting mechanism for municipal
services for which is 100% fee supported. Examples are Water, Sewer, and Golf Course.
General Governmental Fund – A separate accounting and financial reporting mechanism for
spending in which a property tax is generally levied. Examples are police, fire, streets, parks
and recreation.
Enterprise Fund System Asset – Assets which support enterprise services such as water, sewer,
and golf course.
Park System Asset – All assets within city parks excluding buildings. Examples would be
trails, equipment, and courts.
Implementation
The City shall use replacement funds to assist in the replacement of equipment, vehicles, and
capital building maintenance. New equipment or buildings are to be funded from new dollars,
unless they are designated to replace currently owned assets. Funds may be used up to the
amount of the replacement funds set aside for that particular asset. Any additional funding shall
be from new sources.
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162
163
164
165
166
167
168
169
170
171
172
173
174
175
176
177
178
179
180
181
182
183
184
185
186
187
188
189
190
191
192
193
194

Proposed March 25, 2019

Introduction

The City recognizes that higher-cost capital asset additions or replacement of existing assets that
feature substantial changes from their original size, functionality, or purpose can have a significant
impact on the financial sustainability of the City. As a result, the decision to acquire these types of
assets should feature added measures to ensure a transparent and public decision-making process
is followed. In recognition of these distinct impacts, the following guidelines have been prepared.
General Guidelines

Each asset addition or asset replacement that features a substantial change as described above in
excess of $500,000, should be accompanied by supporting documentation that includes the
following:






Description of the purchase/project/initiative
Narrative that describes the nexus to a strategic or other long-term planning process
Purchase cost
Funding source(s)
Where applicable, a multi-year financial pro forma(a) or business plan

These supplementary guidelines do not apply towards asset replacements that are included into the
Capital Improvement Plan (CIP) and which feature similar functionality or purpose as the original
asset. This reflects the fact that these assets are already integrated in the delivery of programs and
services.
In contrast, higher-cost ($500,000 or greater) capital asset additions or substantially-changed asset
replacements have greater potential to disrupt asset replacement strategies and have significant
impacts on the operating budget moving forward. Therefore, it is recommended that these asset
acquisitions be accompanied by a multi-year financial pro forma or business plan that includes
supporting documentation that identifies unmet needs, objectives, and action plans.
(a)

The financial pro forma would include a list of estimated operating revenues and expenditures
(including staffing changes) as well as the assumptions used to calculate those estimates.

An example of the supporting documentation is included below.
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205
206
207
208
209
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211
212
213
214
215
216
217
218
219
220
221
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SAMPLE SUPPORTING DOCUMENTATION
Project/Initiative Title:
Department/Division:
Estimated Up-Front Cost:
Estimated On-Going Cost:
Funding Source:

Document Archival & Retrieval System
Central Services
$150,000
$38,000 - $42,700 (see below)
Central Services Fund (Tax Levy Supported)

Description:
The City utilizes a variety of systems and procedures for archiving and retrieving stored documents.
These documents are housed in a variety of locations including; on-site and off-site electronic file
servers, third-party applications, departmental file cabinets, and others. In addition, documents are
stored in a variety of formats include .pdf, TIFF, JPEG, and others.
As a result, the process of archiving and retrieving documents is not only inefficient, but also
potentially unreliable especially with documents that are required to be retained for a defined period
of time. A centralized, standardized document system based on statutory storage requirements is
necessary to address these issues.
The importance of a successfully-designed archival and retrieval capability is referenced in Section
7 of the City of Roseville Business Continuity Plan. The proposed purchase will fulfill this objective.
5-Year Financial Pro Forma:
The proposed System features a combination of on-site and off-site backup physical storage area
networks (SAN) and software licensing; and will include an up-front commitment of $150,000. The
following table identifies the on-going operational costs which will require additional tax levy or
other sources.
Revenues
Property Tax
Intergovernmental
Licenses & Permits
Other: Tower Rentals

$

2019

38,000
Total $ 38,000

Expenditures
2019
Personnel
$
Operating & Maintenance
Depreciation (Cost-Recovery)
28,000
Other: Software Licensing
$ 10,000
Land/Property Acquisition
Vehicles & Equipment
Total $ 38,000

$

2020

39,100
$ 39,100

$

2020

28,800
$ 10,300
$ 39,100

$

2021

40,300
$ 40,300

$

2021

29,700
$ 10,600
$ 40,300

$

2022

41,500
$ 41,500

$

2022

30,600
$ 10,900
$ 41,500

$

2023

42,700
$ 42,700

$

2023

31,500
$ 11,200
$ 42,700

Page 7 of 9

Attachment A
City of Roseville Capital Investment Policy
Exhibit A: Fiscal Note
226
227
228
229
230
231
232

Proposed March 25, 2019

The estimates provided in the table above include the following assumptions:



3% annual increase in software licensing costs to accommodate additional licenses and
inflationary impacts.
SAN replacement costs based on a 5-year amortization schedule, original purchase price
plus 3% annual inflation.
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SAMPLE SUPPORTING DOCUMENTATION
Project/Initiative Title:

Neighborhood Park Buildings

Description
[Enter brief description of the project/initiative here]
Original
Estimate
$ 6,000,000

Construction Cost

Estimate
$ Change: Estimate v. Bid
% Change: Estimate v. Bid
$ Change: Estimate v. Actual
% Change: Estimate s. Actual

Estimate
Actual
% Over (Under) Estimate

2017
2016
2015
$ 100,000 $ 130,000 $ 135,000
92,000
122,000
128,000
8%
6%
5%

Operating Cost

Estimate
Actual
% Under (Over) Estimate
Net Cost

Estimate
Actual

$

2015
85,000
49,000
2015

Facility Usage

Community Engagement
City Functions
Rentals

Initial Bid
Actual
Amount
Award
$ 6,500,000 $ 6,600,000
500,000
8%
600,000
10%

2017
2016
2015
$
15,000 $
35,000 $
50,000
43,000
66,000
95,000
187%
89%
90%

Program Revenue

241
242
243
244
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Total

20
175
110
305

$

2016
95,000
56,000

$

2016
25
185
130
340

2017
85,000
33,000
2017
30
190
155
375

Supporting Narrative
[Enter supporting narrative/comments on the metrics presented above here]
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Operating Fund Reserve Policy (revised 4/10/2017)
Purpose
•

To provide a cushion against unexpected revenue and income interruptions

•

To provide working capital by ensuring sufficient cash flow to meet the City's needs
throughout the year

Policy
•

The City will maintain a general fund reserve of 35-45% of the general fund's total annual
operating budget. This ensures that the City has adequate funds on hand to provide for
operations between bi-annual property tax collection periods. Any surplus beyond the
required general fund reserve may be transferred to another reserve fund with a funding
shortfall

•

The City will strive to create a reserve in the Recreation Fund to equal 25% of the annual
recreation budget. This reserve will provide a cash flow cushion and reduce the inter-fund
borrowing expense to the Recreation Fund. Because of more frequent cash inflows, a 25%
reserve will be adequate to support the daily cash needs of the fund

•

The Community Development Fund is supported solely by building permit fees and
charges. Because the economic environment has a major effect on this Fund, a fund
balance of 25-50 % of the annual budget is a reasonable target. It is expected that as
economic downturns take place, this reserve will provide for a transition period during
which the Council will be able to assess and to better match operations with the economic
need

•

City enterprise funds shall have operating cash reserves sufficient to provide for monthly
cash flow, and for a reasonable level of equipment and infrastructure replacement. Major
reconstruction or system upgrades, may need to be funded from enterprise revenue bonds.
Annual utility rate reviews will be made in regard to projected operating expenses and
capital improvements. The Council will, on an annual basis, establish rates in accordance
to operating cost recovery and the projected capital improvements

•

The Communications Fund has greater cash flow variability than in prior years and
therefore warrants a higher reserve level than previously established. It is expected to
operate with balances of 10-30% of the annual operating budget

•

The License Center and Information Technology funds have consistently demonstrated
strong cash flows which allows for a lower overall reserve level and are expected to
operate with balances of 10-15% of the annual operating budget

Attachment B

•

All other operational funds are expected to operate with positive reserve balances of 1025% of the annual operating budget. Each operational fund shall be reviewed on an annual
basis to assure the fund balance is in line with the fund's objectives

•

For the EDA, its General Operating Fund should maintain a reserve level of 35% of the
annual budget to ensure that it has sufficient funds to provide for operations in-between
property tax collection periods

•

In the event the minimum fund balance drops below prescribed levels, the City shall
dedicate new incoming property tax or program revenues (where applicable) in an amount
sufficient to bring fund balance levels back into compliance within three fiscal years

•

Unless otherwise directed by the City Council, monies held in individual Funds shall be
expended first from restricted fund balances, second from committed fund balances, then
from assigned fund balances, before using unassigned fund balance

Implementation
All fund reserves shall be reviewed each year at the time of the annual budget preparation for the
purpose of complying with this policy. Budgets shall be prepared on an "All Resources" basis, so
that the City Council and Community can readily discern the current and projected management
of all reserves.
If aggregate unrestricted reserves in the tax-supported operating funds are outside of targeted
goals, the Council is advised to create a plan to get reserves into targeted goal ranges by
committing reserve funds, using aggregate excess reserves to reduce the levy, or making
appropriate budget or tax levy adjustments.

Roseville Finance Commission
2019 Meeting Topics & Calendar

Month
January 8
February 12

Discussion Topic (Tentative)
 MEETING CANCELLED
 Continue Discussion on CIP Review Process (40 mins.)
 Review Financial Policies (30 mins.)

April 9

 Select Chair, Vice-Chair, and Ethics Commission Representative (10
mins.)
 Review 2018 Investment Portfolio performance (15 mins.)
 Overview of the Information Technology Division (30 mins.)
 Review 2018 year-end cash reserve levels (20 mins.)
 Update on Establishing a Cash Reserve Fund (15 mins.)

May 14

 2020-2039 Capital Improvement Plan (CIP) review #1 of 2 (45 mins.)


March 12

June 11

July 9
August 13
September 10
October 8

November 12
December 10

 2020-2039 CIP review #2 of 2 (45 mins.)
 Adopt RECOMMENDED funding strategies for the 2020-2039 CIP (20
mins.)
 Review 2018 Audit reports (20 mins.)
 10-Year Budget & Tax Levy Historical Review (30 mins.)
 Review 2020 Budgetary Impacts & City Council Priorities (30 mins.)
 Discuss 2020 City Manager Recommended Budget & Tax Levy (45 mins.)
 Identify Discussion Items for Joint City Council-Finance Commission
meeting (20 mins.)
 Adopt RECOMMENDATION on the 2020 Budget & Tax Levy (15 mins.)
 Finalize Discussion Items for the Joint City Council-Finance Commission
meeting (20 mins.)
 Review the adopted 2020 preliminary Budget & Tax Levy (15 mins.)
 Review Joint City Council-Finance Commission meeting (20 mins.)
 Review and adopt a RECOMMENDATION on the 2020 proposed utility
rates (20 mins.)
 Adopt 2020 Meeting Calendar (10 mins.)
 Adopt 2020 Work Plan (15 mins.)




