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MEMORANDUM

DATE:

November 17, 2008

TO:

Honorable Mayor and Members of Council

    Through:
Wyatt Shields, City Manager

FROM:
John H. Tuohy, CPA



Chief Financial Officer

SUBJECT:
GAP Analysis
Attached is a table projecting the revenue/expenditure gap for the FY2010-FY2013 budgets presuming unconstrained expenditure increases and no effect of new construction for FY2011-FY2013.  The purpose of this analysis is to provide Council with the context for the City Manager’s budget process for next year.  Out year estimates are provided in keeping with the Council’s proposed vision statement on economic sustainability which articulates the need to engage in long-term planning.
On the revenue side, the key assumption reflected in the chart below is zero increases in any revenue stream over the five year projection period.  A reasonable person can certainly argue with the validity of this assumption, but it is useful to see what the gap could be if past spending trends were to continue in the current economic slow down.

On the cost side, assuming no change to the School or General Government compensation procedures, personnel costs will increase by 5%.  We assume that all other costs will increase approximately with inflation, and present that as a 3% increase in non-personnel expenditures.  In the table provided, costs compound at these rates.  There are additional costs in the out years for debt service on bond funded CIP projects and assumed incremental operating costs generated by the City Center South housing project.  Only the FY2010 revenues assume some values for new construction.
With no adjustments to either revenues or expenditures, the revenue/expenditure gap is $3.9 million, or the equivalent of 10.7 cents on the real estate tax rate.  The out years’ gaps translated into real estate tax rate terms results in an increase up to an additional 47.8 cents over the current rate.  Any adjustments made in one year, however, will affect subsequent years.
Although the City is well positioned relative to most other local governments, it is clear that an unrestrained budget is not sustainable.  With the exception of debt service and pension costs, all expenditures will be subject discussions regarding possible reductions.
	FY
	2009
	2010
	2011
	2012
	2013

	
	
	
	
	
	

	Real estate tax
	    37,144,000 
	    36,529,680 
	    36,529,680 
	    36,529,680 
	    36,529,680 

	Personal Property tax
	     3,200,000 
	     3,200,000 
	     3,200,000 
	     3,200,000 
	     3,200,000 

	BPOL
	     3,184,000 
	     3,184,000 
	     3,184,000 
	     3,184,000 
	     3,184,000 

	Sales tax
	     4,100,000 
	     3,895,000 
	     3,895,000 
	     3,895,000 
	     3,895,000 

	 Other local taxes 
	     6,049,000 
	     6,100,000 
	     6,100,000 
	     6,100,000 
	     6,100,000 

	 Intergovernmental Revenues 
	     3,659,000 
	     3,110,150 
	     3,110,150 
	     3,110,150 
	     3,110,150 

	 Other Revenues 
	     7,864,404 
	     7,864,404 
	     7,864,404 
	     7,864,404 
	     7,864,404 

	Transfers in
	     2,802,582 
	     2,900,000 
	     2,900,000 
	     2,900,000 
	     2,900,000 

	 Total Revenues 
	    68,002,986 
	    66,783,234 
	    66,783,234 
	    66,783,234 
	    66,783,234 

	
	
	
	
	
	

	Salaries & other Pay
	    14,527,091 
	    15,253,446 
	    16,016,118 
	    16,816,924 
	    17,657,770 

	Benefits
	     3,805,219 
	     4,109,637 
	     4,438,407 
	     4,793,480 
	     5,176,958 

	Other Operating
	    14,455,480 
	    14,889,144 
	    15,335,819 
	    15,795,893 
	    16,269,770 

	Debt Service (existing)
	     5,315,096 
	     4,813,341 
	     4,813,341 
	     4,813,341 
	     4,813,341 

	Additional debt service
	
	
	        600,000 
	        600,000 
	     3,080,000 

	School Transfer
	    30,117,600 
	    31,623,480 
	    33,204,654 
	    34,864,887 
	    36,608,131 

	FCHC effects
	
	
	
	
	

	Forgone tax
	
	
	      75,000 
	       75,000 
	         75,000 

	Other costs
	
	
	
	533,000 
	       550,000 

	
	    68,220,486 
	    70,689,047 
	    74,483,339 
	    78,292,525 
	    84,230,970 

	
	
	
	
	
	

	net requirement
	
	     3,905,813 
	     7,700,105 
	    11,509,291 
	    17,447,736 

	penny on RE tax
	
	        365,297 
	        365,297 
	        365,297 
	        365,297 

	
	
	             10.7 
	             21.1 
	             31.5 
	             47.8 

	Assumptions:
	
	
	
	
	

	5% increase in personnel
	
	
	
	
	

	8% benefit increase
	
	
	
	
	

	3% other operating expenses increase
	
	
	
	

	5% increase in School transfer
	
	
	
	
	

	CIP as adopted
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