CITY COUNCIL SPECIAL MEETING
FEBRUARY 25, 2009
Mayor Denham called the meeting to order at 10:00 a. m.
Mayor Denham gave the Invocation and led the Pledge of Allegiance.
Members present:
Mayor Denham, Vice Mayor Ruane, Councilman Harrity, Councilman Jennings, and Councilman Pappas.

Mayor Denham spoke to the reason the special council meeting was scheduled for today being that the City was in financial crisis.  He read the civility policy previously adopted by Council.  He gave the following as an outline for the meeting.
· Review the current City financial position

· Hold Council comments to a minimum

· Questions directed through the Mayor and speakers should give their name for the record.

Councilman Jennings stated he thought the meeting might be moved.

Mayor Denham asked to see if the crowd increased before deciding to move the meeting the B. I. G. Arts, which was prepared as a back-up meeting place. 

Discussion regarding recent misrepresentations regarding the City’s financial status and leadership
Ms. Zimomra requested that Sylvia Edward, Finance Director to come forward for discussion.  She explained the information being passed out to the public and Council in that Page 1 was information previously distributed and Page 2 was a summary of all budget amendments adopted this year.
Sylvia Edwards gave the following report:  

· Page 2 report was previously provided to Council in December  2008 

· Schedule of audited ending fund balance from FY 2003 to FY07
· Un-audited ending fund balance of FY08
· Last column adopted ending fund balance FY $9.6 million

· Included $8 million in reserve

· $1.596 million available for appropriations 
· Un-audited ending fund balance to roll forward for FY 09 of revenues more than budgeted of actual expenditures were $2.1 million
· Forward $11.7 million based on the budget
· Page1

· First column shows the adopted budget of $1.6 million
· $275,00 reserve for contingency
· $6,997 for compensation adjustments 
· $4.5 million reserve for disasters
· $315,000 reserved for insurance deductible
· $1.2 million for environmental initiatives
· Mandatory 17% cash flow equal to $2,068,000 

· $350,000 sewer repayment annually for $3.5 million loan to construct the reuse system

· $350,000 moved to undesignated to be used for appropriations
· Total reserve $9.6 million

· 3 budget amendment 1) $290,000 to decrease operating cost, whereby increasing the reserve to contingencies; 2) $7,500 for accounting cost incurred in recovering FEMA funds
· Total increase to reserves was $282,500 with a grand total of $550,750
· Additional reimbursement for Hurricane Charley $410,508 

· Increased undesignated ending fund balance from $1,596,000 to $2,006,000

· FY 08 un-audited budget $2.1 million

· Provide $4, 166,000 undesignated appropriations

· Total undesignated available funds - $12,463,000

· Another budget amendment to decreases expenditures by $1.2 million

· Total in other funds available for appropriations $1.4 million

· Total amount available for appropriations $13.9 million

Ms. Zimomra stated Ms. Edwards had prepared a status report of cash on hand.  She further explained that when cash on hand was discussed the time of year also included the collection of property taxes and at this time the collection was approximately 75% and the single largest source of funds.
Mr. Edwards summarized cash-on-hand as follows:
· $16.8 deposited into qualified public depositories regulated by Florida Statute 280 
· $20 million invested in treasury bills

· Florida State Board Administration Fund B $1.235 million
· $15,477 release from Fund A to Fund B
· $18,000 near maturity

· Total cash investments $38 million
· $8 million in ad valorem taxes collected
· $6.5 million in reserve accounts for debt services

· $3 million reserved capital projects
· $6 million for sewer project

· $14.5 million available for appropriations

Discussion ensued regarding allocated 5% for uncollectible funds for real estate taxes, Ms. Edwards stated collected 75%, which was within .5% of last year’s collection, Mayor chosen to use the power of incumbency an election issue in to Council chambers, could have used a more appropriate form, be assured that those citizens whom were indicated that misrepresented the leadership be able to speak, 4 COTI members be able to sit at the staff table to have the opportunity to speak to the COTI ad, was the meeting an election issue or an appropriate meeting, Mr. Cuyler answered that there were numerous election issues that were City issues and his understanding was that the Mayor called the meeting due to community members expressed concerns about the financial condition of the City, he continued that the meeting was a legal meeting and the Charter provides that any Councilmember could call a meeting for public purpose, Vice Mayor Ruane received by email the press release by the City and asked if Ms. Edwards would read the 2nd to the last comment as follows:
Ms. Edwards read as follows: “Upon releasing this statement City of Sanibel Finance Director Sylvia Edwards, CPA, CGFO, CPFO stated significantly strengthening reserves was combined with conservative budget revenue and expenditure estimates have positioned as well for the current economic climate.”
Public Comment
John Harries spoke to charges made by COTI and the City finding the ad inaccurate based on what was used.
Mayor Denham asked Council what they wanted to do.

Vice Mayor Ruane asked if Dr. Harries’ comments could be expressed during public comment.

Dr. Harries stated that the group would like to respond and COTI would like the opportunity to respond with their experts.

Ann Yarnel spoke to political campaigns being filled with lies and other things.  She suggested that if the Mayor had a problem with his campaign there was other ways to get his message out to the public.

Gordon Knooce spoke to Council procedure, the COTI ad and the City should have the ability to release the facts.

Sam Bailey spoke to the operation of the election and how much he cares for the island.  He further spoke to his support of the incumbents.
John Carney spoke to the meeting getting turning to a political rally and asked if it would continue as a political rally.
Mayor Denham asked there be no further political statements.

Billy Kirkland asked if the City was in financial distress.  He asked how the City compared to other governmental entities.  He spoke to appreciation of the answers provided by staff.

Ms. Edwards answered no.

Ms. Zimomra stated that it was important to remember that Sanibel was not divorced from global and national economic conditions. She further stated staff had attempted to do with Council’s very clear direction with this and all Council’s in her 7-year tenure was to position the City for the current economic climate.  She also stated that this year through collective bargaining agreements all employees with the exception of one re-classification did not receive a wage increase.  She explained that staff’s job was to give the facts and there was approximately $13.9 million in undesignated reserves for a variety of expenses.  She further explained that some reserves were in designated categories, such as hurricanes, and not appropriate for the staff to give the condition of the City and the City was affected by the current economic conditions.  She stated that this past year the property values decreased by 5.9& and the City was able to absorb the decrease due to reserves and factually there were challenges in the current climate.
Mayor Denham spoke to meeting with several Mayors and most municipalities were unable to balance their budget 

Barbara Cooley turned her time to Jim Lavelle.

Jim Lavelle spoke to being a member of COTI and spoke to the following:

· pension plans unfunded by $12 million
· reality was a report from the actuarial as of October 01, 2007
· assumptions based on prior employment history
· fund suffer significant losses
· assess invested in the stock market
· possible short fall was $15 million
· COTI addressed the shortfall
· 30 year employee could retire at 90% of the last 5 years of employment

Vice Mayor Ruane spoke to the following 
· May, 2008 a Council goal was to strengthen the investment policy

· September budget finalized 

· October Vice Mayor Ruane appointed liaison to Pension Boards

· 3 meetings General Employees
· 2 meetings Police Pension

· Meetings open to public

· Actuary attended 3 separate times

· Significant time given to fund liability of 30-years possible changed to 20-years
· More contribution needed due to the change

· Great community participation

· Pension Board enhanced with knowledge

· Legislature reviewing the way it is funded

· Actuary assured that in 30 years there would be no unfunded balance

· Funding mechanism changed by legislature

· Council enhanced things taken place by past Councils

· Employees pay for medical benefits after retirement

· Staff reviewing backward 10 years at the unfunded liabilities

· Actions of 1999  a contributing factor

· Council reviewed since May, 2008 and working with pension actuarial

· Florida statute may change for a 20-year plan rather than a 30-year plan

· Council aware of situation 

· Council not complacent with the numbers

· Invited the public to pension meetings

· City funded 100% suggested by actuarial

· If funds had been adjusted by City, funds would have been lost in the market over the last year

Discussion ensued regarding the unfunded liability as a house mortgage, actuarial assured that the unfunded liability was not a crisis situation, pension packet received was a determination of a funding ratio, police pension had a 92%, general employee ratio was at 89%, if someone retired after 30 years and what was the average age of City retirees, and Mr. Isom stated average service for both plans was between 12 to 14 years and hiring mature people. 
Mr. Isom spoke to speaking with the actuary regarding the ratio and it was stated that in private industry 80% was a good ratio, but the 84% for General Employee Pension and 92.2% for Police Pension was good and covered benefits to date.
Bob Holder asked that the COTI ad made a reference to employee compensation of $86,000 per year and 29% increase over 4 years and was that statement true? He spoke to pension obligations were all about assumptions and asked the actuarial report be made public with assumptions currently in use, rate if return, future increases and pension increases.  He urged that communications be straighter forward.  What were the average salary of employees and the ad mention increase of 29% of employee salaries?
Discussion ensued regarding Vice Mayor quoting the actuary report, deliberations of lower assumptions and the report would be out in March, Vice Mayor stated there had been discussion regarding lowering the assumptions, a special meeting called, impact, salaries going forward, report on the City’s website, and Mr. Cuyler stated the term used underfunded that from a factual point of view that there was an unfunded liability which was a normal part of any pension and underfunded means the City had not been funding the pension plan and it had been funded. 

Mr. Isom stated that current situation:
Median salary after FICA




$    43,379

Median annual salary




$    47,405

Average employee annual salary after FICA


$    49,776

Average annual FICA cost




$      4,123

Total annualized salary costs


               $6,899,072

Benefit costs as % of payroll



38.6%

Total annualized benefits costs


               $2,663,041

Payroll taxes and insurances costs as % of payroll

12.2%

Total payroll taxes and insurance costs

               $   841,687

Dick McNeill spoke to the COTI ad.

Melissa Congress spoke to the need for COTI to get involved sooner.  She spoke to the pension being the pension being employees’ retirement.  She also spoke to the need for the meeting.

Janet McBee spoke to the pension boards across the state were highly regulated and also had an attorney and financial advisors.  She further spoke to asking the attorney the pension plan compared to other plans and the answer was Sanibel was in the top 98% of pension plans.    

Vice Mayor asked if the pension board was complacent?
Ms. McBee answered no.

Kurt Stendahl spoke to the average salary increase being 29%.  He used the budget books of 04/05 and 08/09.  He stated the methodology was as follows:

· Review operating manpower

· Manpower associated with the enterprise funds and was data distorted and her decided no

· Eliminated the Enterprise funds

· 2004 operating average salary $56,800 and 2008 $86,000

· Met with finance director and analyst

Discussion ensued regarding able to ascertain the significant costs of Hurricanes Charley and Wilma and able to determine the additional overtime cost and expenses, Mr. Stendahl answered reviewed the entire budget book and the need for $10 million to cover hurricane costs, $410,000 additional FEMA reimbursement put in the reserve line item, Mr. Stendahl took the 2 budget books 04-05 and 08-09 analyzed and concluded the data did not skew the budget, Vice Mayor Ruane stated that $14 million was incurred during Hurricane Charley with a final reimbursement of $10 million, would like to see the calculation of employee overtime and how it was allocated, Ms. Zimomra spoke to the calculation was the average employee compensation was $86,200 was not verified by staff, but took the cost of salaries divided by the approved head count to get the $86,200, Ms. Zimomra stated that the total employee costs includes salary and compensation, Mr. Stendahl used the table # 1 in COTI hand out, line item includes additional cost of employees, Mr. Isom spoke to cost incurred, such as workers compensation, number was divided by number of employees, all costs in clued workers compensation costs, flu shots, physical exams, etc., trying to minimize the staff head count and had reduced at Council’s direction by 5%, misleading that the average compensation was $86,000 because other employee costs was included, Ms. Zimomra stated that any time a residents wants to meet and go over information for clarity staff would meet with said resident, Mr. Stendahl would like to met with Ms. Zimomra, Mr. Stendahl the 29% came from budget books, Vice Mayor Ruane spoke to numbers provided and questions with numbers and how to compare with other municipalities as mentioned in the COTI ad, Mr. Stendahl answered that a recommendation to get a better handle for employee costs was to  review employee costs and average compensation for the City of Bonita Springs, Vice Mayor Ruane stated he went to the US Bureau statistics for national average for compensation and benefits, unusual things within the City, such as a Natural Resources Department, a separate Building and Planning Departments, salaries in Natural Resources were unusual, how many employees in Natural Resources, 3 employees, Planning Director, 2 support personnel and 3 planners, City of Bonita Springs does not have the 3 departments as stated, Mr. Isom stated that the 3 planners and planning directors make more than the average salary, and 2 NR employees make more than the average salary,  Mr. Stendahl stated that there was a 29% increase over 4 years to total cost of employees, as well as a salary increase of 29%, Councilman Jennings stated that information above was information suggested in the ad, asked if the information was important and Mr. Stendahl answered yes, Mr. Stendahl stated table 3 had the information requested by Councilman Jennings.

A resident asked how much of the 29% over 4 years increase included additional employee costs and some cost out of City control.

Ms. Zimomra stated a benefit package was provided by employees and family coverage was not paid for by the City.  She stated that the collective bargaining agreement including competitive costs.

Mr. Isom stated that the health benefit cost increased at least 20% and health benefits were negotiated and modified health insurance and co-pays increased to cut costs, both unions  receive pay increases and COLA for 3 years and an employee that received an acceptable appraisal, and/or police officer that completed a physical fitness requirement or exceptional performer received up to 5.5% increase for 3 years, retention problem with police officers, water plant operators and finally offered incentives to retain them.  
Vice Mayor Ruane asked that the last budget period and union negotiations, the initial expense in health costs was what?  Mr. Isom answered it was 23% or $300,000, result of Council decisions of 14%, trade off with union, Vice Mayor asked if general employee union was for 3 year contract.   Mr. Isom yes, but Council decided on 1 year agreements for general employees and 3 year with police, looked at wages and salaries were frozen. 
Ms. Zimomra stated that through agreement with unions salaries were held and extended the contract.  

Vice Mayor Ruane also spoke to Utility employees giving-up uniforms to save the City $2,000.
Chuck Ketteman spoke his surprise at the ad and cynical attempt by COTI and hurt the community.  He also spoke that the COTI ad had hurt people looking to purchase property on the island.
Councilman Pappas stated using an instrument of government to attack citizen who put an ad in the paper, and have a right to free speech.  He further spoke to Kurt Stendahl being a considerate individual.

Mr. Ketteman stated he heard that compensation in the ad was an inaccuracy with total employee costs.  He further spoke to taking a stand of the City being in a financial crisis and goes over the line in a City where their visitors.

Robin Humphries spoke to the COTI ad and having a negative effect. 
Ted Tyson spoke to the false statements in the COTI ad.  He also asked Councilman Pappas if he was the person of information for the COTI ad and if he thought the City was in crisis.


Councilman Pappas answered no.

Jerry Riesch spoke to the COTI ad. 

Jim Hanlon spoke to the COTI ad and not heard anything that refuted the COTI ad.  He asked that the facts be presented to refute the COTI ad.

Discussion ensued regarding that the Finance Director stated revenues were exceeded and revenues were down, Vice Mayor Ruane stated to say the pension fund was underfunded by $12 million was a different connotation and haven’t heard what affect the $410,000 had impacts the compensation, and pension meetings open to the public.  
Sandy Ahlers spoke to the importance that all intentions were good.

Maureen Valiquette spoke to the COTI ad.
John Kramer spoke to advertisements of the 2005 election and was found guilty of election violations.  He further stated that there was no meeting called by Council.

Mayor Denham stated that he called the meeting because he felt that was an attack on City staff.
Chuck Workman spoke to his concern of the meeting providing a vehicle for attack on an island committee.     He spoke to no policy and ground rules for discussion.
Barbara Cooley spoke to an editorial by David Bath and there being no inflammatory statements.

Karen Storjohann spoke to information given out at Council meetings.  She further spoke to the COTI advertisement not approved by any candidate.  She also spoke to the items being discussed at many meetings.  

Bill Satoris spoke to presenting the facts and the numbers presented spoke to an 8% increase in head count. He spoke to the COTI information.    
 Council recessed at 12:22 p. m.
Council reconvened at 12:30 p. m.
John Carney spoke to his discussion with Porter Goss and his sadness over the meeting.  He further spoke to the called meeting being unethical.

Louise Johnson asked why the incumbents did not come to the COTI candidate’s night. She further stated that it was not fair t hat all candidates could not be present and the meeting should have been held after the election.
Vice Mayor Ruane answered he first found out the candidates night in the paper.  He stated that there was a meeting at SCA the same night and that all campaign managers should have a meeting to organize a candidate’s night.

Dr. John Harries spoke to the COTI advertisement and that it was gleaned from City documents.  
Vice Mayor Ruane spoke to the issue of transparency and encouraged participating for the pension board by advertising board/committee positions, spoke with COTI regarding issues, having conversations with people such as the retired CEO of yahoo for advice, money was removed from Pool A with a 2% penalty that was put in a fund to offset loses, 22% of bonds in Pool B de-rated and 78% higher than B plus.  He further stated that reserves had been increased and a meeting in Tallahassee today and monthly state conference calls and employee and police pension board meetings.
Steve Smith spoke to the COTI ad.  He asked that a resolution be adopted that there was no financial crisis and a press release should be issued that Council and/or staff was not the source of the COTI ad information.
Chris Cook spoke to a financial problem and would be a crisis if noting was done.  
Brad Lear spoke to understanding that the City was properly funding the pension plan.  He also spoke to understanding employee costs.

Wayne Ponader spoke to the COTI ad.
Jim Kilcherman spoke to other issues of importance, not everyone having the ability to attend Council meetings and that COTI does not represent everyone.  
Bob Winters spoke to the COTI ad.  He further spoke to the state issuing a statement that the value of funds in Pool B was half the value.
Vice Mayor Ruane spoke to the following: 

· City invested in the SBA for 25 years

· Many municipalities took the 2% penalty  and paid the penalty

· Part of penalty put in a reserve fund to be utilized off set the losses that occur
· Value of any bond fluctuate
· 4 pending suits against security companies 
· Part of investment policy was to indicate that their was a violation of the investment policies

· Sued for lack of disclosure

· 2 securities being negotiated

· Market value fluctuated for bonds to be less than par
· Penalty taken to off set losses
· Some conversation was to kick the bonds out to give a greater liquidity

Mr. Winters spoke to the securities and longest maturity out was March, 2010 and average maturity less than 1 year; principle basis for those evaluations was that the likelihood that the issuer would default.
Vice Mayor Ruane answered that throughout the entire process of delaying Pool B the dates got reset and maturities got extended and the indication was that there was a process they are getting reset with a meeting today and could access through the web to find out what was going on. 
Jeannette Ashley spoke to looking for people that could work together.

Councilman Pappas spoke to the determination that COTI misrepresented the facts in the ad, COTI’s ad was an opinion in the election process, government should have no opinion, people and COTI did more homework including Vice Mayor Ruane and City staff, people deserve the right to put an ad in the paper, there was a quintessential error today, and this Council would have to depend on COTI.  
Councilman Jennings stated that Council had proven the concerns of the public were addressed.

Mayor Denham stated that he called the meeting because he felt it necessary.

Vice Mayor Ruane spoke to preparing for all meetings, welcoming people participation, get involved, went before COTI in December to talk about issues and did not bring these issues up, answered questions, went to the webpage US Bureau of Labor for answers, involved in bringing harmony to both camps, interaction with staff showed that the were shaken, and hoped to have given the staff comfort.  He further stated that Council had tried to build reserves, cut taxes and anticipate the economic down turn.  He also spoke to changing the way finances were reviewed, and no simple solution.  
Marty Harrity spoke to running for election to protect Sanibel.
There being no further business the meeting was adjourned at 1:31 p.m.
Respectfully submitted by,

Pamela Smith, CMC

City Clerk
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