Agenda

City Council Work Session
Oelwein Community Plaza, 25 West Charles, Oelwein, lowa
6:30 PM

September 28, 2020
Oelwein, lowa

Mayor: Brett DeVore
Mayor Pro Tem: Warren Fisk
Council Members: Matt Weber, Renee Cantrell, Tom Stewart, Lynda Payne, Karen Seeders

Pledge of Allegiance
Discussions
1. Discussion on Budget Process

Adjournment

In compliance with the Americans with Disabilities Act, those requiring accommodation for Council meetings
should notify the City Clerk’s Office at least 24 hours prior to the meeting at 319-283-5440




Dec-18 Form 635.1

Adoption of Budget and Certification of City Taxes

FISCAL YEAR BEGINNING JULY 1, 2020 - ENDING JUNE 30, 2021

The City of: Oelwein County Name:

Resolution No.:

Department of Management

33-316

5151-2020

Item 1.

FAYETTE Date Budget Adopted:

The below-signed certifies that the City Council, on the date stated above, lawfully approved the named resolution adopting a budget for next fiscal year, as summarized on this and the supporting pages.
Attached is Long Term Debt Schedule Form 703 which lists any and all of the debt service obligations of the City.

County Auditor Date Stamp

319-283-5440

3/9/2020

(Date) xdxxhx

Telephone Number Signature

January 1, 2019 Property Valuations

With Gas & Electric Without Gas & Electric Last Official Census
Regular 2a 160,811,504 2b 156,169,512 6.415
DEBT SERVICE 3a 189,682,389 3b 185,040,397 '
Ag Land 4a 584,811
TAXES LEVIED
(A) (8) ©
Code Dollar Request with Property Taxes
Sec. Limit Purpose Utility Replacement Levied Rate
3841  8.10000 Regular General levy 5 1,302,573 1,264,973 43 8.10000
(384) Non-Voted Other Permissible Levies
12(8)  0.67500 Contract for use of Bridge 6 0 44 0
12(10)  0.95000 Opr & Maint publicly owned Transit 7 0 45 0
12(11)  Amt Nec Rent, Ins. Maint of Civic Center 8 0 46 0
12(12)  0.13500 Opr & Maint of City owned Civic Center 9 0 47 0
12(13)  0.06750 Planning a Sanitary Disposal Project 10 0 48 0
12(14)  0.27000 Aviation Authority (under sec.330A.15) 1 0 49 0
12(15)  0.06750 Levee Impr. fund in special charter city 13 0 51 0
12(17)  Amt Nec Liability, property & self insurance costs 14 130,000 126,247 52 0.80840
12(21)  Amt Nec Support of a Local Emerg.Mgmt.Comm. 462 21,042 20,435 465 0.13085
(384) Voted Other Permissible Levies
12(1)  0.13500 Instrumental/Vocal Music Groups 15 0 53 0
12(2)  0.81000 Memorial Building 16 0 54 0
12(3)  0.13500 Symphony Orchestra 17 0 55 0
12(4)  0.27000 Cultural & Scientific Facilities 18 0 56 0
12(5)  As Voted County Bridge 19 0 57 0
12(6)  1.35000 Missi or Missouri River Bridge Const. 20 0 58 0
12(9)  0.03375 Aid to a Transit Company 21 0 59 0
12(16)  0.20500 Maintain Institution received by gift/devise 22 0 60 0
12(18)  1.00000 City Emergency Medical District 463 0 466 0
12(20)  0.27000 Support Public Library 23 0 61 0
28E.22 150000 Unified Law Enforcement 24 0 62 0
Total General Fund Regular Levies (5 thru 24) 25 1,453,615 1,411,655
3841  3.00375 Ag Land 26 1,757 1,757 63 3.00375
Total General Fund Tax Levies (25 + 26) 27 1,455,372 1,413,412 Do Not Add
Special Revenue Levies
3848 0.27000 Emergency (if general fund at levy limit) 28 43,419 42,166 64 0.27000
3846  AmtNec Police & Fire Retirement 29 170,000 165,093 1.05714
Amt Nec FICA & IPERS (if general fund at levy limit) 30 197,000 191,314 1.22504
Rules ~ AmtNec Other Employee Benefits 31 470,000 456,434 2.92268
Total Employee Benefit Levies (29,30,31) 32 837,000 812,841 65 5.20486
Sub Total Special Revenue Levies  (28+32) 33 880,419 855,007
Valuation
386 As Req With Gas & Elec Without Gas & Elec
SSMID1 @ ®) 34 0 66 0
SSMID2 @ ®) 35 0 67 0
SSMID3 @ ®) 36 0 68 0
SSMID4 @ ®) 37 0 69 0
SSMID5 @ ®) 555 0 565 0
SSMID6 ® 556 0 566 0
SSMID7 @ ®) 1177 0 #H# 0
SSMID8 @ ®) 1185 0 #H# 0
Total Special Revenue Levies 39 880,419 855,007
3844  AmtNec Debt Service Levy 76.10(6) 40 607,832 40 592,956 70 3.20447
3847  0.67500 Capital Projects  (Capital Improv. Reserve) 2 2 0 71 0
Total Property Taxes (27+39+40+41) 42 2,943,623 2,861,375 72 17.71858

COUNTY AUDITOR - I certify the budget is in compliance with ALL the following:
Budgets that DO NOT meet ALL the criteria below are not statutorily compliant & must be returned to the city for correction.

3) Adopted property taxes do not exceed published or posted amounts.

5) Number of the resolution adopting the budget has been included at the top of this form.
6) The budget file uploaded to the SUBMIT Area matched the paper copy certified by the city to this office.

4) Adopted expenditures do not exceed published or posted amounts in each of the nine program areas, or in total.

1) The prescribed Notice of Public Hearing Budget Estimate (Form 631.1) was lawfully published, or posted if applicable, filed proof was evidenced.
2) Budget hearing notices were published or posted not less than 10 days, nor more than 20 days, prior to the budget hearing.

(County Auditor )

7) The long term debt schedule (Form 703) shows sufficient payment amounts to pay the G.O. debt certified by the city to this office.




Item 1.

CITY NAME NOTICE OF PUBLIC HEARING -PROPOSED PROPERTY TAX LEVY CITY CODE
Oelwein Fiscal Year July 1, 2020 - June 30, 2021 33-316
The City Council will conduct a public hearing on the proposed Fiscal Year City property tax levy as follows:
Meeting Date: Meeting Time: Meeting Location:
2/10/2020 6:00 PM Oelwein City Hall

At the public hearing any resident or taxpayer may present objections to, or arguments in favor of the proposed tax levy.
After adoption of the proposed tax levy, the Council will publish notice and hold a hearing on the proposed city budget.

City Web Site (if available): City Telephone Number:
lowa Department of Management Current Year Budget Year B;?(?:;;zar
Certified Property | Effective Property . Annual
Tax Tax Maximum Property
Tax
2019/2020 2020/2021** 2020/2021 % CHG
Regular Taxable Valuation 1 140,825,764 160,811,504 160,811,504
Tax Levies:
Regular General 2 $1,140,689 $1,140,689 $1,302,573
Contract for Use of Bridge 3 $0 $0
Opr & Maint Publicly Owned Transit 4 $0 $0
Rent, Ins. Maint. Of Non-Owned Civ. Ctr. 5 $0 $0
Opr & Maint of City-Owned Civic Center 6 $0 $0
Planning a Sanitary Disposal Project 7 $0 $0
Liability, Property & Self-Insurance Costs 8 $122,000 $122,000 $130,000
Support of Local Emer. Mgmt. Commission 9 $21,042 $21,042 $21,042
Emergency 10 $38,023 $38,023 $43,419
Police & Fire Retirement 11 $170,000 $170,000 $170,000
FICA & IPERS 12 $186,000 $186,000 $197,000
Other Employee Benefits 13 $180,600 $180,600 $470,000
*Total 384.15A Maximum Tax Levy 14 $1,858,354 $1,858,354 $2,334,034 25.60%
Calculated 384.15A MaximumTax Rate 15 $13.19612 $11.55610 $14.51411

Explanation of significant increases in the budget:

The City of Oelwein used reserves in trust and agency in FY2020 to pay for employee benefits. Using reserves allowed for the city to
levy more in debt service. By levying more in debt service, the city was able to pay down debts and save interest. The city is working
toward a more aggressive debt service to pay for infrastructure repairs and replacement. The levy for employee benefits is returning
to a level before FY2020. This is the max levy that council may lower.

If applicable, the above notice also available online at:
http://www.cityofoelwein.org/ https://www.facebook.com/oelweiniowa

*Total city tax rate will also include voted general fund levy, debt service levy, and capital improvement reserve levy

**Budget year effective property tax rate is the rate that would be assessed for these levies if the dollars requested is not changed in the coming
budget year
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FY2021 Budget Letter to Oelwein City Council

Honorable Mayor and Council,

The city’s budget becomes more complicated each year as council pushes to provide more services with
less revenues. While the city as an organization is reaching new heights and providing services that are
much needed, revenues are not following expenditures. The city of Oelwein must sit back and wait for
revenues to match expenditures in order to continue to provide the level of service that is needed. The
city often sees an increase in property tax each year, only to cover raises for current personnel. The only
way Oelwein can see adding general fund staff is to create new revenues.

The important question is to ask what happened to push the city to their spending limit. Revenues for the
rental inspection program have proven to be less than estimated. This is a result from the significant sale
of properties, and the fact that many owners simply stopped renting their properties. Revenues also fall
short in public safety with the county court charging up front for their fees then relying on payment from
the defendant to cover cost. While | hope that one year the city will see a large increase in revenue that
day has yet to happen. There is some small hope with new assessments and state equalization orders, but
that has not occurred. Mayor and Council must understand that current services are all that Oelwein can
afford and that adding new staff or new services must come with new revenue. The city has reached its
level of service it can provide with the current number of staff.

The city is not ready to take on large projects in the general fund for the next three years. This does not
mean the city should back down on spending of franchise fee, local option sales tax, road user tax, and
utilities. The city can and should continue to replace equipment with these funds and work on projects
improving infrastructure. Like any good government, Oelwein has money in certain funds, but not enough
in other funds. Staff will work harder with council on prioritizing budgets and ensuring that operations
continue at the expected service level set by City Council.

Tax Rate

The City Council adopted a tax rate of $17.71952 for the year 2019-2020 (FY 2020). The rate was higher
because of the ability to pay off debt service general obligation bond earlier than anticipated. The tax rate
is primarily adjusted because of the benefits (trust and agency) levy and the debt service levy. Staff will
work with council each year to ensure the levy proposed meets the needs of the city to provide quality
service.

FY2021 Budget Letter to Council 1
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FY2020 Tax Levy
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The Oelwein tax rate is high, because tax values are low and require a high tax rate. Council has done a
great job ensuring that spending has been conservative, and that services are being delivered as expected
from the public. This conservative spending shows the community that council is doing their due diligence
and tasking staff with the need to be flexible and innovative when spending public dollars.
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Valuations Without Utility
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Oelwein Tax Levy
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Oelwein has a high levy because 55 percent of the homes were built before 1940 and have an average
assessed value of $37,184. A house that is valued at $37,184 pays $369.84 in city property tax annually.
This does not include other taxes such as school district, county, community college, and other smaller
levies. This is a challenge for the city as low revenues from property tax will continue to restrict revenues
and put a strain on city services that are already being offered. The following table shows how the city
takes in revenue from property taxes.

Item 1.

Amount Oelwein | Oelwein

that is per Rate per | FY2020 1-year
Type Valuation Roll Back | taxed 1000 1000 Levy taxes
Residential $100,000 | 56.1324% | $56,132.40 | 56.1324 | 50.51916 | 17.71952 $895.18
Commercial $100,000 | 90.0000% | $90,000.00 90 81| 17.71952 | $1,435.28
Industrial $1,000,000 | 90.0000% | $900,000.00 900 | 505.1916 | 17.71952 | $8,951.75

The property valuations over the last 15 years have increased except for 2004-2005. Most recently over
the last three years, the city has seen more of a plateau than an increase in property valuations. Without
a significant increase in property valuations, the city’s budget becomes strained as it tries to do more with
less. Cost quickly outpace revenues in one year. Revenues may not increase, but wages, equipment, and
cost of services continually increase. Addressing housing and continuing to improve the amount of
commercial and industrial industries in town will have a positive effect on valuations.

FY2021 Budget Letter to Council 3
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Oelwein will also see a decrease in revenue as Multi-Residential properties will continue to drop. The state
created a new tax classification in 2014. The Multi-Residential tax cut is the largest in the history of the
state. Units once classified as commercial are now Multi-Residential. As Multi-Residential decreases, the
state will not back fill the loss in revenue. Properties that qualify include mobile home parks, assisted
living facilities, and upper story housing. Several businesses in the downtown will have a commercial
classification for the first floor and Multi-Residential for the upper living space. Multi-Residential will go

from 90 percent roll back to the same as residential in 2024. Below is a projected revenue loss the city of
Oelwein as the tax continue to decrease.

Multi 2020 2021 2022 2023 2024
Residential Roll | 75% 71.25% 67.5% 63.75% 55.7335
Back Schedule

Property Tax | $76,026.03 $72,224.72 | $68,423.42 $64,622.12 | $56,495.95
Revenue

Estimated $3,801.30 $3,801.30 $3,801.30 $3,801.30 $8,126.17
annual Loss

The estimated total revenue loss for Oelwein over the life of the program is $30,933.98. This projection
does not consider an increase in property values because Oelwein has minimal increases starting in fiscal

year 2014.

FY2021 Budget Letter to Council 4




General Fund

City Council will need to focus a great deal of attention on the general fund over the next year. Increases
in this fund are because of new construction, or remodels of properties. Oelwein has low valuations, and
sometimes renovations do little to raise valuations. The city should see a significant increase on general
fund dollars in FY2022, because Fayette County is doing a complete assessment of the county over the
next four years. This assessment has been done in other counties/cities and has dramatically changed the
valuations of properties. While Oelwein should continue to be progressive, City Council will need to
continue to closely monitor general fund spending.

General Fund Expenditures
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The Community Development Department is funded through general fund and Local Option Sales Tax. Administration is split
three ways between general fund, water, and wastewater. This chart shows only the general fund expenditures.

Franchise Fees

Franchise Fees are the five percent taxes on gas and electric. They can be used for several purposes
including public safety, public buildings, equipment, and economic development. The revenue for FY2021
is estimated at $725,000. This revenue is dependent on weather and utility usage.

e FY 2021 (proposed)
o $492,469
= Planto spend
e $260,000 Police Station Loan

FY2021 Budget Letter to Council 5
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e 5$145,000 property tax relief (general fund)
e $516,000 Capital Improvement Plan (CIP)
e $30,000 public safety transfer

The City will be spending down the reserve to keep up an aggressive Capital Improvement Program (CIP).
This program ensures departments can keep equipment new and running. The CIP also helps keep
buildings in top condition and parks looking fresh. All projects in the CIP will be discussed in January with
the departments. Council will need to adjust the CIP program once the reserve is spent down.

The City’s CIP program is based on general fund budgets and the ratio of their spending to the general
fund. This way the money is allocated based on need and department size. City Council determines what
items are purchased by the departments.

Economic Development

The City of Oelwein uses local option sales tax for economic development and property tax relief. This
funding is used to better the community and accomplish the goals set by council. A high priority of council
is to improve housing. The City Council has the option this year to make a large impact in housing. |
have outlined the dollars and how the city can use them below:

Local Option Sales Tax Revenue (projected FY2021)

e S$570,000
o $400,000 economic development
o $170,000 property tax relief
e $400,000
o This money is used for multiple economic development activities
= $50,000 Oelwein Chamber and Development
= S$45,000 Abatement
= $35,000 Oelwein Regional Tech Complex (Tec Spec)
= $35,000 Library Accreditation
= $25,000 Residential tear down grant
= $25,000 Junk house removal
= $15,000 Fayette County Housing Trust Fund
= $15,000 CDBG Housing Grant
= $25,000 Wellness Center Loss

e This fund still contains the remining $100,000 toward City Hall improvement from the sale of
the Donaldson Building.

e The City has $350,000 to use for housing improvements. The first $125,000 is being used for a
local housing program where the city will partner with Upper Explorerland.

o The City will need to continue to use its teardown funds to ensure houses that need removed
are being removed.

e City Council should consider funding a branding campaign with the chamber of commerce and
school district.

e Council can also use this money to provide rebates to the local housing tax abatement program.

FY2021 Budget Letter to Council 6
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Remaining Bond Proceeds

Council has the opportunity and will have the opportunity to allocate $480,000 in unused bond proceeds.
These proceeds came from the extension of 14" St. SE, because the city was successful in securing a low
bid as the contractor was on site doing earth work for East Penn. These proceeds can be used for the
following according to the resolution passed by council: on a residential demolition project and
improvements to streets, water, and sanitary sewer systems. Council will need these proceeds for
housing demolition and can use over half for infrastructure improvement. Staff recommends using
$280,000 in for house tear down and $200,000 in road improvements.

Reserves

The City of Oelwein is working toward having strong accounts that help the city remain fiscally stable and
prepare the city for future loans and emergency expenses. Having stable reserves saves the city money
and prepares the city for emergency expenses. It is generally considered a best practice to have 25 percent
of expenses in reserves. This percent can fluctuate based on availability and city council determination.
The following are reserve goals for the city of Oelwein in Fiscal Year 2021.

Fund Reserve

General Fund $539,584
Franchise Fee $182,500
Economic Development | $100,000
Road User Tax $211,325
Water $270,100
Sewer $291,540

Proposed Reserve goals for the City of Oelwein FY 2020.
Capital Improvement Program (CIP)

The Capital Improvement Program (CIP) is now in its third year for the City of Oelwein. Franchise fees will
play a key role in purchasing equipment and infrastructure that are in the Capital Improvement Program.
The complete CIP is included in the budget book. While Department Heads submitted $2,715,664, the city
can fund $1,992,950. Additional funding sources include Road User Tax, Utilities, Municipal Trust, Grants,
and Economic Development.

Comparables

The City uses several cities in lowa to make comparable comparisons. This is based on population,
location, income, and general characteristics. The city uses the following comparables:

e Estherville
e Maquoketa
e Red Oak

o Centerville
e Nevada

e Atlantic

e Washington

e Charles City
FY2021 Budget Letter to Council 7
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e \inton
e Independence
e Manchester

FY2021 and Beyond

The relationship between funding and the needs of the general fund to provide services is a difficult
situation for the City of Oelwein. City Council will need to take more time than the usual budget meetings
to walk through and decide what services are important and which ones can be reduced. City
Administration currently believes that keeping spending inline with revenues is crucial, and that waiting
for the equalization order in 2022 to bring in new revenues will be a long wait. The current trend of the
general fund is unsustainable. Council and staff need to determine ways to cut spending and how these
will affect the current services. Spending cuts can only be avoided if new revenues are created, or existing
revenues are increased.

Council will need to work on ensuring their goals align with spending. The city cannot provide superior
service to the community without a properly funded organization. The needs and wants from the
community come from all directions, council must see through this and work to provide a service that
leads the community in the best direction. Council must work diligently to weigh the concerns of the
community and determine what should be acted on, and what policy changes need to be made to address
concerns. Staff is looking for a vision from council on the future of Oelwein. Staff will work tirelessly to
meet the expectations set out by the city council.

Thank you for your time,

Dylan Mulfinger, City Administrator
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