MINUTES OF THE ANNUAL AUDIT PRESENTATION
TO THE BRAHAM CITY COUNCIL
TUESDAY, APRIL 4, 2017
6:30 P.M.


The Special Meeting for the annual audit presentation was called to order at 6:30 p.m. with the following present: Mayor Patricia Carlson; Council Members Shawn Sullivan, Jeremy Kunshier, and Traci Leaf; and City Administrator Sally Hoy.  Council Member Wayne Seiberlich was absent.

Present in the audience were Chief Knowles, Liquor Store Manager Jacque Nordby, and Isanti County Parks Director Barry Wendorf.

City Auditor Mike Burkhardt presented the 2016 Financial Statements to the council.  He said that everything was where it was supposed to be and all the activity was reported.  

He walked the council through the MD&A Report and debts of the City, showing the overview of the 2016 activity and financial status of the City.  He commended Administrator Hoy and Mayor Carlson on drafting the MD&A Report, stating it was very thorough and knowledgeable.    

He presented the breakdown of funds as follows, referencing the pages of the financials statements for the breakdowns of activities. 

Governmental Funds:
Governmental Funds consist of the following funds:
General:
101 – General
225 – Fire
680 – Bldg. & Development
Debt Service:
301 - 2013 Street Trucks
302 - 2013 Street Improvement
303 - Horseshoe Wear Course
304 - 2016 Fire Tender
305 - 2016 Street Improvement
380 - Sr. Housing TIF 2-5 (Refunded in 404)
381 - Inactive
382 - ECEA TIF 2-7 (Refunded in 404)
383 - Grocery Store TIF 2-9
384 - Beauty Shop TIF 2-9
385 - Ind. Park TIF 2-10
401 - General - 2010 1-Ton
402 - Tax Abatement (Refunded in 404)
403 - Ind. Park TIF 2-8 (Refunded in 404)
404 - $960,000 Refunding Bond – Includes above refunded bonds and 2007 Freightliner for lower interest
Capital Projects:
405 - Inactive
406 - SCDP Grant Account – Community Center 
407 - 2013 Street Improvement
408 – 2013 Street Dept Trucks
409 - 2016 Street Improvement
410 - 2016 Fire Tender
803 - SCDP Rehab Grant Account  
804 - Inactive

Fiduciary Funds:  These accounts are ones that are administered by other organizations, but the City is the Fiscal Authority on the accounts.  The City has the following Fiduciary Funds:
880 - Horizons, Horizons Grant, Farmer’s Market, Community Center
881 - East Central Cable Commission
882 – Inactive
883 - Inactive

Proprietary Funds:  The City of Braham maintains one type of proprietary fund: Enterprise Funds. 
Enterprise Funds are used to report business-type activities in the proprietary funds and government-wide financial statements.  The City of Braham uses enterprise funds to account for the following funds:
601 – Water
602 – Sewer
609 – Municipal Liquor
651 – Municipal Liquor – Lottery Acct


Burkhardt then reported the activity for the year.  He reported Total Assets for the City of Braham at $5,556,316 in Governmental Activities and $6,068,196 in the Business-type Activities.  He noted the assets in the Governmental Activities were up $1,063,000 and the Business Activities were down $94,000, due to depreciation (and updating of the Fixed Assets Schedule).

He reported the cash in the General Fund was $864,946, compared to $824,500 in 2015, an increase of approximately $40,000 from last year. 

Burkhardt then directed the council to the highlights of the 2016 Budget where the following breakdowns were noted:  

The City’s Local Government Aid increased by only $3,413 for 2016.  

A few projects were planned for 2016 to be paid from reserves: 
$  17,102  2010 One-Ton payoff
$    6,000  Perry Carlson 2-year maintenance reserve
$  24,524  High Point Park Development

The City sold  Lot 7 in the Braham Industrial Park to L & P Properties, LLC for $34,375.  Development is planned for 2017.

The City had the Salt Shed repaired and a new bay added in 2016 for a total cost of $15,952.

The cities of Braham and Cambridge each purchased a new Fire Tender together, getting a discount for ordering both trucks at the same time.  Braham issued debt for $228,000. 

[bookmark: _GoBack]To avoid the repeated expense of updating the debt service schedules every time a township would want to pay off their amount on the new Tender, they were given a window of opportunity to pay off their share up front in 2016. The City needed to issue the bonds in order to pay for the truck, so unfortunately could not wait for the prepayments to be made to issue a lesser debt amount.  The townships of Grass Lake, Maple Ridge, and Stanchfield prepaid a total of $50,472 for their shares of the truck. The bond resolution did not allow prepayment before February 1, 2017 so the money was held in Designated Reserve Savings until Feb. 2017, at which time it was applied to the principal on the debt, and an updated debt service schedule was drafted by David Drown Associates.
 
Stanchfield Township also paid off their balance on the 2007 Freightliner in the amount of $14,430, which was applied to the Freightliner principal portion of the Refunding Bond 404 in 2016.

As noted earlier in Fund 401, the 2010 1-Ton was paid off in the amount of $25,627, with $17,102 coming from General Fund reserves. 

Capital Projects Funds

The City did a street reclaim project on South Elmhurst Avenue and Southview Avenue in 2016.  General Obligation Special Assessment Bonds were issued in the amount of $768,000, with $174,294 assessed over a 10-year period at 3.6% interest to the benefitting property owners with addresses on the improved streets. The project began in 2015, but construction was held off until the School construction from its bond referendum was completed.  The street construction is nearing completion at 12/31/16. Total project costs to date are $716,146 leaving a cash balance in Fund 409 of  $25,584 at 12/31/16.

In addition to the Braham Area School District’s certified assessments, it agreed to pay $65,000 cash up front for their portion of the sidewalk, which was received in January 2017.

Debt Service Funds

Two new debts were issued in 2016:
304 - $228,000 General Obligation Equipment Certificate, Series 2016A - 2016 Fire Tender
305 - $768,000 General Obligation Improvement Note, Series 2016B - 2016 Street Improvement


Burkhardt reported on the Proprietary Funds, also referred to as Enterprise or Business-type Funds. 

In the Water Fund, Burkhardt reported Water Revenues at $277,027 compared to $260,884 for 2015, an increase of $16,000.  He reported Operating Expenses were $206,855 compared to $193,685 at 12/31/15, an increase of $13,000.  

He reported Income from Operations was $70,172 compared to $67,199 in 2015, an increase of $3,000.  He said Cash in the Water Fund was $277,562 compared to $283,957 for 2015, a decrease ($6,395).  He noted the City had repairs of a water main break of $24,550.

In the Sewer Fund, Burkhardt reported Sewer Revenues at $301,401 compared to $299,740 for 2015, an increase of $1,700.  He reported the Operating Expenses were $339,653 compared to $343,100 for 2015.  He noted there were extra expenses in 2016 which were noted as repairing pumps at the Wastewater Treatment Plant for $8,484, Lift Station pumps for $16,558 and additional Sludge Hauling expense of $3,000 due to wet weather constraints.  He reported the Loss from Operations was  ($38,252) compared to a loss of ($43,360) in 2015. 

He reported Cash in the Sewer Fund was $270,507 compared to $259,038 in 2015.  He said this is an increase in cash of $11,469 but noted that $19,214 would be moved to Assigned (Designated) Reserves per the WWTF grant/loan agreement with USDA Rural Development.  

For the Liquor Fund, Burkhardt reported the Liquor Store had Total Revenues of $1,374,510 compared to $1,317,124 in 2015, for an increase of $57,000.  He said the Cost of Revenues was $1,019,264 compared to $1,001,402 in 2015, which he noted is to be expected with the increase in sales.  He reported the Operating Expenditures were $297,698 compared to $295,085 in 2015, which he noted was expected with increases in wages and Cost of Living.

Burkhardt reported the Net Income in the Liquor Fund before transfers was $65,326; and $30,326 after a $35,000 Transfer to the General Fund.

Burkhardt then walked the council through the debt information for the City consisting of the General Obligation Bonds (funded by taxes) with a balance of $323,000; General Obligation Revenue Bonds (Enterprise Funds funded by Water/Sewer Revenues) with a balance of $1,956,000; General Obligation Special Assessment Bonds (funded by Special Assessments and taxes) with a balance of $1,329,000; and General Obligation Tax Increment/Refunding Bonds (funded by Tax Increment and taxes) with a balance of $640,570.

Under Long-term Liabilities in the Governmental Funds, he referenced the above GO Bonds, GO Special Assessment Bonds, and GO Tax Increment Bonds for a total $2,292,570; Compensated absences for $61,986; and Net Pension Liability for $1,420,124.  For Business-type activities he reported the above GO Revenue Bonds for a total $1,956,000; Net Pension Liability for $175,841; and Compensated absences for $24,311.  

Burkhardt ended the Annual Audit Presentation by directing the council to the Independent Auditor’s Report on legal compliance.  He reported that they use the Minnesota Legal Compliance Audit Guide for Cities, and looked at seven categories to be tested for compliance with Minn. Stat. 6.65.  He reported the City of Braham was in compliance on all seven categories, and ended by stating this is a clean opinion.

Mayor Carlson asked if anyone had any questions.  Hearing none, Sullivan moved, and Kunshier seconded to adjourn.  Motion carried 4-0.


Respectfully Submitted,


Sally A. Hoy
City Administrator 
