CITY OF BETHEL

City Council Meeting Agenda, January 29, 2019 - 6:30 PM

Website: https://www.cityofbethel.org/council
Location: Council Chambers, City Hall, 300 Chief Eddie Hoffman Highway, Bethel
Council Members: Fred Watson, Mayor; Thor Williams, Vice-Mayor; Leif Albertson;

Mitchell Forbes; Perry Barr; Carole Jung-Jordan; Fritz Charles

1.CALL TO ORDER

2.PLEDGE OF ALLEGIANCE

3.ROLL CALL

4.PEOPLE TO BE HEARD — FIVE MINUTES PER PERSON
5.APPROVAL OF AGENDA

6. NEW BUSINESS

6.1. Introduction Of Budget Ordinance 18-12(g): Amending The Adopted Fiscal Year 2019 Budget-
Finance Department-Public Works (City Manager Williams)

6.2. City Of Bethel Delinquent Federal 941 Tax Payments And Best Practices Score (Vice-Mayor
Williams)

7.ADJOURNMENT

Posted January 24, 2019. at City Hall, AC Co., Swanson’s, and the Post Office.

Kevin Morgan, Asst. City Clerk

City Clerk’s Office Contact Information: Email cityclerk@cityofbethel.net Phone 907-543-1384

Items noted with an asterisk (*) are consent agenda items, unless removed from the consent agenda they are approved upon the approval of the agenda.
Ordinances introduced at this meeting may be set for public hearing at the next regular meeting.

The Council may by unanimous consent, after 12:00 AM Fix the Time to Which To Adjourn until the following day at 6:30 PM Page 1 of 12
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Introduced by: City Manager Williams
Introduction Date: January 29, 2019
Public Hearing: February 11, 2019
Action:

Vote:

ORDINANCE # 18-12 (9)

AN ORDINANCE BY THE BETHEL CITY COUNCIL AMENDING THE ADOPTED ANNUAL
FISCAL YEAR 2019 BUDGET

Be it Enacted by the Bethel City Council that the FY 2018 Annual Budget be amended as follows:

Section 1. That the following sums of money as may be needed or deemed necessary to provide for
increased expenses and liabilities of the City of Bethel are hereby appropriated for the corporate purposes and
objects of the City hereinafter specified for Fiscal Year 2019, July 1, 2018 to June 30, 20109.

Section 2. The following is a summary of the changes by fund and department:

WHEREAS, on January 22, 2019, the City Council voted to not adopt budget modification 18-12(f)
requesting funds to increase the salary for a finance director and requesting funds to continue
to utilize contractors to assist the City in cleaning up the operations of the Finance Department;

WHEREAS, the City has been without a Finance Director for seven months, has been without a General
Ledger Accountant for over one year and has been short at least one Accounting Clerk position
for the last five consecutive years;

WHEREAS, When four staff members are performing the duties of seven, the task load is such that even a
union mandated leave day puts a significant strain on the operations of the Department;

WHEREAS, absences in the Department are so disruptive that the Assistant Finance Director has not taken
a vacation in just over two (2) years and is currently working 6 days a week just to try to keep
up with the work load;

WHEREAS, the Assistant Finance Director, having the most experience with the various positions in the
Department, is managing the duties of Assistant Finance Director, General Ledger Accountant
and is still having to train and provide support to the other staff;

WHEREAS, the Payroll Clerk is currently doing the work that used to be done by 2 positions: Payroll and
Accounts Payable;

WHEREAS, in addition to payroll for the 90+ employees, the payroll clerk also processes payroll for the
volunteer firefighters, processes all reporting for the IRS and PERS and files all necessary
paperwork for social security and other state and federal agencies;

WHEREAS, prior to Espelin & Associates coming onboard, the Finance Department process for payroll had
no checks and balances, the clerk processed payroll with no second review;

Ordinance #18-12 (g)
City of Bethel lof6
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WHEREAS, in just 2 months of implementing the review process, Espelin & Associates uncovered
numerous errors where employees were either being underpaid or overpaid, leave was being
coded improperly, or pay was not matching with a PAR, all things the auditors had already
noticed;

WHEREAS, in addition to payroll, the position processes the City's accounts payable which means paying
all of the City's bills and over 650 invoices each month which means that bills have to be
reviewed, verified, entered into the system, classified by department and the checks have to
be cut and mailed;

WHEREAS, prior to Espelin & Associates, Accounts Payable also had no checks and balances; therefore
coding errors which were City-wide were being perpetuated leading to incorrect figures;

WHEREAS, the front desk clerk, while only performing one job, currently averages over 65 walk-up
transactions daily with some customers having needs that can take up to 20-30 minutes to
process; in addition, they handle a significant volume of phone traffic or people who call in with
questions or want to pay their utility bills by phone;

WHEREAS, the Utility Billing Clerk processes over 1700 utility bills each month; sending out bills,
processing payments; handling and entering disconnects, processing deposits, processing
deposit refunds, sending out collection notices and entering and adjusting billings for extra
calls;

WHEREAS, on average, there are over 300 calls for extra services each month which have to be entered
into the system, communicated with the water/sewer department and billed accordingly;

WHEREAS, sales tax is another position currently wearing multiple hats: sales taxes, business licenses and
accounts receivable;

WHEREAS, not only is the sales tax clerk responsible for collecting and processing sales tax returns on the
over 600 businesses operating in Bethel, the position also has to handle all late payments,
assessments, requests for business licenses, requests for tax interpretations and has to process
all paid bills;

WHEREAS, these are just some of the duties which the Finance Department performs each month;

WHEREAS, on average, the Finance Department has over 7500 distinct transactions each month, all which
require verification or checks and balances;

WHEREAS, Carmen Jackson, CPA was hired by then City Manager, Ann Capela, to assist the Finance
Department in preparation for the annual audit, and continued to provide support to the
Department through the transitions between finance directors and assistant directors;

WHEREAS, the audit preparation work that Carmen Jackson CPA performs is the verification of all figures
and the creation of the schedules (a report showing or backing up the figures), this is a very
detailed and labor intensive process;

Ordinance #18-12 (g)
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WHEREAS, while most of the audit work preparation is completed for Carmen Jackson, CPA, their
personnel are still utilized to provide support to our staff as they have become familiar with
each of the positions in Finance Department;

WHEREAS, staff from Carmen Jackson, CPA help the staff to catch-up on transactions, provide training for
City finance staff, assist with the development of policy and procedure manuals, best practices
manuals and provide suggestions on how to make efficiency improvements in the Department;

WHEREAS, it is important to note that when the current Assistant Finance Director was first hired (as a
sales tax clerk), the City's Finance Department had the following known issues: sales taxes
were 6-8 months behind, Ambulance billing was 8 months to a year behind; no General Ledger
work had been done in over a year, Accounts Payable was not being done and Payroll was
outsourced to Caselle;

WHEREAS, when now City Manager, Peter Williams was hired, the audits for FY 15 and 16 had not been
completed and the City was in danger of losing funding;

WHEREAS, in the last 2 years, the City has completed a total of 3 audits and is close to completion of its
fourth: FY 15, FY 16, FY 17 and now FY18;

WHEREAS, while 2017, was late, it could not be completed more timely because it was necessary to
complete FY 15 and FY 16 before moving onto FY 17;

WHEREAS, there have been two major issues identified in the clean-up and submittal of the audits: (1) the
errors go back over a decade; and (2) due to grant and State requirements, there has been a
significant rush to get the previous audits completed without the ability for significant review.
Administration hopes to prevent that by continuing the contract services with the two firms to
help produce a reliable audit record for Fiscal Year 2018 Audit;

WHEREAS, the errors found are not just financial mistakes, but operation procedure mistakes or a lack of
checks and balances;

WHEREAS, for well over a decade the finances of the City show that the lack of training and oversight (or
checks and balances) have created a "we've always done it this way" methodology which has
created significant problems that are only just now being addressed,;

WHEREAS, a review of the financials and the practices in place show over a decade of financial figures
being coded to whatever fund has money in it, and not necessarily the appropriate fund for the
expense;

WHEREAS, an example would be a payout of an insurance claim by a water driver of $13,000: if the
budget had only $7,000, rather than go to City Council for a budget modification, the expense
would be split among the several departments within public works to distribute the payout:
hauled water, hauled sewer and perhaps piped water or piped sewer;

WHEREAS, as the example above shows, not only would the expense be improperly coded, it would
provide inaccurate information to the auditors, future Department Directors and to the City
Council;

Ordinance #18-12 (g)
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WHEREAS, City Councils and Department Directors rely on past figures and past practices to not only
measure performance, but to plan future expenses and future budgets;

WHEREAS, incorrect and improperly coded figures not only misled City Council that funds were not over
expended, they led to incorrect budget assumptions which have been perpetuated for years;

WHEREAS, audits use random samples and in the past only a few of these miscodings have been caught
but the increased late filings has led to more scrutiny, increased sampling and consequently
more and more of these miscodings are being found by the auditors;

WHEREAS, Because of the random nature of the audit samples, continued errors and training deficiencies
have been allowed to continue without significant findings, and without being addressed,;

WHEREAS, As Department Directors and finance staff are being re-educated, budgeting is being re-
evaluated with Department Directors getting frustrated that figures they previously relied on
were not accurate representations and misleading, City Council gets frustrated that the budget
is not adhered to, and overall everyone becomes unhappy because they relied on bad
information;

WHEREAS, having good information now is critical to changing the course of things and to rebuilding trust
and confidence;

WHEREAS, in any one audit, 95%-98% of the document is the responsibility of the City of Bethel to
prepare - all pages within the audit titled "City of Bethel";

WHEREAS, the portion of the audit report which the auditors are responsible for preparing comprises only
10-15 pages and are those pages referred to or which have a title heading or closing with
"Altman Rogers" or whatever company has been hired;

WHEREAS, past finance directors have had an auditing company complete the audit numbers (those pages
with the title “City of Bethel”) as opposed to having the audit company verify the audit
numbers presented by the City which means the information presented in the past audits —
were likely not totally accurate because we had other companies interpreting our internal
policies and proceedures;

WHEREAS, because of the large number of grants which the City receives, the City is subject to the
Uniform Guidance and Single Audit Act which mandates that the City's audits be completed by
March 31st annually, which is likely why the code reflects the same timeline requirements;

WHEREAS, currently there are still 2 full pages of pending items to obtain for the auditors, work that
typically takes 1-2 weeks to sort through and accomplish, which Espelin & Associates had
previously coordinated and reviewed, cutting down the work for staff significantly and reducing
redundancies and errors;

Ordinance #18-12 (g)
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WHEREAS, the added benefit of having Espelin & Associates be the point persons on the pending items is
that documents have been reviewed, the lists have been paired down significantly from
previous years and the timeline for document review has been reduced, unnecessary requests
have been weeded out, superfluous documents have not been provided, and proper
documentation has been given when requested, leading to less frustration by the auditors and
a smoother, more efficient and less costly process for everybody;

WHEREAS, as of now, the 88+ page report still needs to be written, a task that was to be done by Espelin
& Associates as they have the knowledge, education and expertise needed to write it and the
costs associated with the task is less with Espelin and Associates than what it would be if the
auditing firm were to do it;

WHEREAS, current staff does not have the time, or expertise to write the report;

WHEREAS, after three years of late audit reports, grantors and State agencies have not only noticed, they
have commented and made it clear that one more will have a significantly negative impact on
the City's ability to receive grants in the near future;

WHEREAS, a timely report this year is not only mandatory and critical, but it will also serve to resolve
numerous previous findings and to preserve the City's eligibility for grant funding;

WHEREAS, in FY 17, the City received just over $3 million dollars in grant funds, in FY 18 the City received
just over $14 million dollars in grant funds;

WHEREAS, the loss of millions of dollars in grant revenue, which includes Community Revenue Sharing and
PILT, will not be for this year alone, but will be for a few years to come;

WHEREAS, getting good and accurate audit figures this year, something that is critically important to the
City, requires that staff fully understand the methodology which the auditors use, how the
information has to be coded and how it is reviewed;

WHEREAS, having a proper checks and balance system in place now ensures that the 10+ years of
mistakes do not continue to occur;

WHEREAS, given all that is at stake, it is important to provide the Finance Department and the City the
resources they need to perform the work and allow the contractors to assist the City in taking
the necessary steps to meet all of its requirements with the State and federal grantors and to
address these issues;

WHEREAS, the lack of good figures from the Finance Department harms everyone in the City: City Council
does not have confidence and does not feel it can make good decisions; Department Heads
often are afraid to make necessary repairs because they don't trust the numbers and are fearful
of overspending; legal cannot pursue delinquent accounts because the numbers cannot be
relied upon in a court of law;

WHEREAS, once the problems are fixed, the outcome for all is positive: a trust in the figures, timely
budgets, timely reconciliations, timely and more accurate figures to the City Council;

WHEREAS, having taken over 10 years to get to this point, it is not unreasonable to ask for support in
fixing the issue and it is not unreasonable to expect it to take 1-3 years to completely clean up
and correct;

Ordinance #18-12 (g)
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WHEREAS,

once the audits are completed, the budget is in place and the emergencies are taken care of,

the contractors can focus on the other necessary tasks: staff development and training; policy

development; and ensuring that proper processes are in place to avoid this situation from

happening again in the future;

FINANCE DEPARTMENT

Budget modification (a)

Account # Increases Amount
10-53-649 Professional Fees -CPA Service
Total Increases
Account # Decreases Amount
10-53-518 PERS
Total Decreases
Total Net Change to General Fund Appropriations
Account # Increases Amount
10-53-669 Other Purchased Services - Espelin & Assoc. / Contracted Finance Director 100,000
Total Increases| 100,000
Account # Decreases Amount
10-53-501 Salaries 100,000
Total Decreases| 100,000
Total Net Change to General Fund Appropriations
PUBLIC WORKS
Account # Increases Amount
10-65-501 Public Works Director
10-65-508 Leave Cash Out
10-65-511 Medicare
10-65-518 PERS
Total Increases
Account # Decreases Amount
Total Decreases
Total Net Change to General Fund Appropriations

Section 3. Effective Date. This ordinance becomes effective immediately upon adoption.

PASSED AND APPROVED THIS 9 th DAY OF FEBRUARY 2010 BY A VOTE OF 7 IN FAVOR AND 0O

ATTEST:

Fred Watson, Mayor

Lori Strickler, City Clerk

Ordinance #18-12 (g)

City of Bethel

6 of 6
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— TAXPAYER —

ADVOCATE

—BERVICE—

FHE OQFIILL OF THE TAXPAYER ADVOUATL OPERATIS INDEPFNDUNTIY 1 ANY OTHER 1RS
OITICE AND REPORTS DIRECTLY TCQ CONGRESS THROUGIH THE NATIONAL TAXPAYLR ADVOCALL.

YOUR YOICE AT THE IRS

7 |
December 7, 2018

City of Bethel
PO Box 1388
Bethel, AK 99559

Tax Form(s): 941
Tax Period(s) Ending: December 31, 2015 through September 30, 2618
Case Number: 6737751

Dear Sir or Madam:

On November 28, 2018, you signed a form for the Alaska Department of Commerce,
Community, and Economic Development, Division of Community and Regional Affairs
(DCRA), authorizing the IRS to release specific information for the tax periods above.
As a courtesy, we are reminding you that there is a balance due for a civil penalty for
the period ending December 31, 2015 for $21,100.00 that is outside of the
authorization, and has been computed to December 28, 2018.

| have responded to Alaska Department of Commerce, Community, and Economic
Development, Division of Community and Regional Affairs, with the information they
needed for your funding request. Per your authorization, we informed DCRA that you
are not compliant with the tax periods requested. We have closed your case with the
Taxpayer Advocate Service.

Sincerely,

s Hoirtall

Doris Marshall
Lead Case Advocate

Internal Revenue Service, Taxpayer Advocate Service, 348 E. 36" Ave., M/S: A405, Anchorage, AK 99508
Contact: Doris Marshall - Employee Number 1000578008 Available Hours 6:00 a.m. — 2:30 p.m. (AST) M-F
Direct Extension 907-T88-9T28 Fax 90T7-T86-9780 EFax 855-B02-4158
Web Site Address www.irs.gov

TAS Letter 1284
(1072010}
Page 8 of 12
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Department of the Treasury
Internal Revenue Service

v Ogden UT 84201-0039
IRS

CAF

193536.774871.15006.17568 1 AB 0.408 699
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CITY OF BETHEL

STATE OF ALASKA DIVISION
%FRED BROERMAN

PO BOX 348

BETHEL AK 99559-0348

Changes to your September 30, 2018 Form 941

Adjusted amount due: $15,813.83

We found the amount reported as total Federal
Tax Deposits for the tax period shown above
differs from the amount we have credited to your
account.

As a result, you owe $15,813.83.

Payment

INTERNAL REVENUE SERVICE
OGDEN UT 84201-0039

Notice  PiB
Tax perioa I Sébfe?nber 30,2018
Notice date December 31, 2018
Employer ID numbe- -
To contact us Phone 1-800-829-0115
Page 10f 5
Billing Summary
Tax you owed $321,550.43
Total Federal Tax Deposits -322,002.93
Failure-to-pay penalty 231.21
Failure to make a proper tax deposit penalty 15,889.21
Interest charges 145.91
Amount due by January 21, 2019 $15,813.83

Continued on back...

..................................................................................

CITY OF BETHEL :
STATE OF ALASKA DIVISION L S .
%FRED BROERMAN Notice date

PO BOX 348 Employer ID number

BETHEL AK 99559-0348

 Make your check or money order payable to the United States Treasury.
e Write your Employer ID number the tax period (September 30, 2018),
and the form number (941) on your payment and any correspondence.

Amount due by
January 21, 2019 $15,813.83

- UW CITY 0L 2 201809 L70 00001581383
Page 9 of 12



Notice CP134B
Taxperiod  September30,2018
Notice date December 31, 201
Emp,!der_lD,num_bgt,-
Page 3 of 5
Payments ‘_:red'md_ to your account The total amount of your payments, including deposits and credits, shown below, were
for tax period ending applied to any changes in taxes owed. Please call 1-800-829-0115 if any information
September 30, 2018 is incorrect or missing.
Date recelved 7 Paymemdescrlptlon B —mA;ount 1
193536 July 20 2018 Federat ‘tax deposit o, - $46,019. 20
July 24, 2018 Federal tax deposit _205.22 | |
August3 2018 " Federaltax deposit | 7_4__38 232.78 |
August 21, 2018 | | Federal tax deposit - 42,567.25 | |
August 31, 2018 | Federal tax deposit 65,193.39 |
September 14, 2018 | Federal tax deposit 44,170.96
September 18,2018 | Federal tax deposit 2,976.96
September 28, 2018 Federal tax deposit 61.56 |
September 28, 2018 | Federal tax deposit 35,881.81 |
| November 23,2018 | Federaltaxdeposit | 4669380 |
[Total e ©$322,002.93
Penalties We are required by law to charge any applicable penalties.
Failure to make a proper federal tax deposit
Due date Payment date Days late Payntwyeget Rate Amount due Penalty
07/11/2018 07/20/2018 9 EFT 5% 46,019.20 2,300.96
07/11/2018 08/31/2018 51 EFT 10% 222.06 2221
07/252018  08/032018 9  EFT 5% 3802756 190138
07/25/2018 0821/2018 271 EFT 10% . 433447 43345
07/25/2018 08312018 37 BT 10% 3,451.95 . 345.19
0712712018 08/03/2018 7 EFT 5% 205.22 10.26
08/08/2018 08/21/2018 13 EFT 5% 38,232.78 1,911.64
08/24/2018 08/31/2018 7 A 5% 42,567.25 21836
09/06/2018  09/14/2018 8 EFT 5% 44,170.96 ‘ ©2,20855
09/06/2018 13018 78 EFT 10% 20030~ e . - o+ 20003
09/19/2018 2312018 65 BT 0% 41,194.00 411940
09/21/2018 09/28/2018 7 EFT 5% 61.56 3.08
09/21/2018 11/23/2018 63 EFT 10% 2,915.40 291.54
10/31/2018 1112312018 23 EFT 10% 61.56 6.16
Total failure to make a proper federal tax deposit $15,889.21

We charged a penalty because you did not make a proper tax deposit. Common
reasons why we charge this penalty are:
¢ You did not deposit your tax on time
* You did not deposit enough tax
 You paid your tax directly to the IRS
¢ You did not deposit your tax electronically, as required by law

For information about depositing taxes, see the Employer’s Tax Guide (Publication 15)
or the Agricultural Employer's Tax Guide (Publication 51). (Internal Revenue Code

section 6656)

Continued on back...

Page 10 of 12



o

177119

Department of the Treasury
Internal Revenue Service

Ogden UT 84201-0039
IRS

CAF

177119.769162.516239.17027 1 AB 0.408 536
el e R g Dl

CITY OF BETHEL

STATE OF ALASKA DIVISION
%FRED BROERMAN

PO BOX 348

BETHEL AK 99559-0348

Changes to your December 31, 2017 Form 941

Amount due: $7,078.41

We made changes to your December 31, 2017
Form 941.

As a result, your amount due is $7,078.41.

This wasn't an audit. Your return may be
examined in the future. Please keep this notice
and your other important documents in a secure
place.

Payment

INTERNAL REVENUE SERVICE
OGDEN UT 84201-0039

...................................................................................

Nofice oo
Tax period December 31, 2017
Notice date December 10, 2018
Employer ID number
To contact us Phone 1-800-829-0115
Page 1 of 4
Billing Summary
Amount due on account before adjustment $0.00
Penalty increase - Failure to make a proper 7,078.41

federal tax deposit

Amount due by December 31,2018 ~ $7,078.41

Continued on back...

CITY OF BETHEL i
STATE OF ALASKA DIVISION Notice == (P20 & .
%FRED BROERMAN Notice date December 10, 2018

PO BOX 348 Employer ID number ]
BETHEL AK 99559-0348

* Make your check or money order payable to the United States Treasury.
* Write your Employer ID number the tax period (December 31, 2017),
and the form number (941) on your payment and any correspondence.

Amount due by
December 31, 2018 $7,078.41

- Uw CITY 0L 2 201712 k70 0ODDD?07441

Page 11 of 12



5

177119

Notice " CPa0

Tax period December 31,2017
Notice date December 10, 2018
Employer ID number .
Page 3of 4

Penalties

We are required by law to charge any applicable penalties.
The amount of penalty and interest shown is based on this adjustment.

Failure to make a proper federal tax deposit

Description Amount
Total failure to make a proper federal tax deposit $7,078.41

We charged a penalty because you did not make a proper tax deposit based on your
record of federal tax liability. Common reasons why we charge this penalty are:

* You did not deposit your tax on time

* You did not deposit enough tax

* You paid your tax directly to the IRS

* You did not deposit your tax electronically, as required by law

For information about depositing taxes, see the Employer's Tax Guide (Publication 15)
or the Agricultural Employer's Tax Guide (Publication 51). (Internal Revenue Code
section 6656)

For a detailed calculation of your penalty charges, call 1-800-829-0115.

Designation of deposit

The law allows you to tell the IRS where to apply your deposits within the tax return
period with a deposit penalty. You have 90 days from the date of the correspondence
you received showing the deposit penalty to contact the IRS if you want to specify
where to apply your deposits.

The law also allows the IRS to remove the deposit penalty if: (1) the penalty applies to

the first required deposit after a required change to your frequency of deposits, and (2)
you file your employment tax returns by the due date.

Removal or reduction of penalties

We understand that circumstances—such as a serious illness or injury, a family

member’s death, or loss of financial records due to natural disaster—may make it

difficult for you to meet your taxpayer responsibility in a timely manner.

We can generally process your request for penalty removal or reduction quicker if you

contact us at the number listed above with the following information:

* Identify which penalty charges you would like us to reconsider (e.g., 2016 late filing
penalty).

* For each penalty charge, explain why you believe it should be reconsidered.

If you write s, include a signed statement and supporting documentation for penalty

abatement request.

We'll review your request and let you know whether we accept your explanation as

reasonable cause to reduce or remove the penalty charge(s).

Continued on back...
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