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	Subject:
	Budget Workshop Regarding the Development of the FY2010/2011 Budget and Presentation of Alternative Revenue Options (First of Four Workshops)


Statement of Issue:
This workshop is the first scheduled workshop in the development of the FY2010/11 budget whereby the Board shall provide its initial direction to the preparation of the FY2010/11 budget as well as review the alternative revenue options available to fund critical services and infrastructure needs. 
Background:
The FY2010/11 budget calendar was approved by the Board on January 20, 2010.  The approved Budget Calendar lays out the budget development process so that the Board and public are aware of the events that will lead up to adoption of the final FY2010/11 budget in September.  The tentative budget calendar is included as Attachment #1.  This is the first of four workshops that the Board will hold during the budget process.  Significantly, this approved calendar includes three additional Board workshops and public hearings, including those required under state law, for further citizen and Board input throughout this process to enhance citizen access, input and ownership of the final budget. 

This first budget workshop is intended to accomplish four primary objectives:

1. Provide a big picture analysis of major revenues and State projections.
2. Update cost containment activities.
3. Big picture challenges for policy direction.

4. Provide analysis of initiatives to pursue in the next few months to provide balanced and efficient budget plan.
Analysis:

These workshops provide the Board the opportunity to give staff direction in the budget process as well an opportunity for the public to voice their opinions and concerns regarding the upcoming budget.  During these workshops, staff will receive direction from the Board regarding the formulation of the FY2010/11 Tentative Budget.  
Overview of Major Revenues and Projections for FY2010/11

The following graphs represent staff projections of the major revenues that fund operations and provide for critical capital infrastructure in the County. A majority of these revenues are State revenues that are received by the County.  The State has not released their revenue estimates for the upcoming fiscal year.  Also, the Property Appraiser is not able to give an accurate estimate at this time as to taxable value and subsequently the County’s ad-valorem tax.  However, staff has made these projections based on a number of factors including, trend analysis, and economic indicators as well as current and past performance. They are estimates for discussion purposes for this workshop and are subject to change as we move forward in the budget process for FY10/11. 
Graph 1:  General Fund Balances
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The general fund balance has steadily decreased over the past four years.  The decrease in state and local revenue has placed more reliance on the General Fund Balance.  The graph above represents a projected reduction of 0.5% between FY 09/10 and FY10/11.  It should be noted the balances for FY08-09 and FY09-10 are not based upon audited information.
Graph 2:  Fiscally Constrained Counties
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This revenue is included in the general fund.  It is unclear how much funding the state will provide during the next fiscal year.  It is expected that the available funding will be decreased or be eliminated completely.  The graph above represents no change between FY09/10 and FY10/11.  If the legislature does not provide any funds for fiscally constrained counties, the reduction in revenue would require an increase in the millage rate of 0.3401 to maintain current levels.
Graph 3:  Fiscally Constrained Legislative Off-set
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This revenue is included in the general fund.  At this point it is unclear as to how much funding the state will be able to provide during the next fiscal year.  It is expected that the available funding will be decreased or eliminated completely.  The graph above represents no change between FY09/10 and FY10/11.  If the legislature does not provide any funds for fiscally constrained counties, the reduction in revenue would require an increase in the millage rate of 0.7741 to maintain current levels.

Graph 4:  State Revenue Sharing
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State Revenue sharing is part of the General Fund.  Based upon an average percent decline between fiscal years the graph above represents an estimated decrease of state revenue sharing of  3%.  If state revenue sharing decreases by this amount, the reduction in revenue would require an increase in the millage rate of 0.0137 to maintain current levels.
Graph 5:  Half Cent Sales Tax
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The Half-Cent Sales Tax is received into the General Fund and the expenditures of the proceeds are minimally restricted.  The graph above represents a 6% drop in expected revenue based upon average percent decline over the previous four years.  The reduction in the expected revenue from half cent sales tax would require a 0.0778 increase to the millage rate to maintain current levels.

Graph 6:  Communications Service Tax
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These revenues are collected into the County's General Fund.  State projections for the Communication Service Tax are unavailable at this time.  Our projection is that this revenue will remain static or see a reduction below the current year.
Graph 7:  Ambulance Fees
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Ambulance revenues are collected in the General Fund but are designated for supporting of Emergency Medical Services.  The graph above shows a projected decrease of 5% based on percent average change over the past four years.
Graph 8:  Jail Bed Revenues
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This revenue is generated from the Sheriff Department housing of federal and state prisoners and is used to support General Fund operations. At this time, the Sheriff’s has not indicated any change in this revenue and therefore the projection is expected to remain the same static at this time.
Graph 9:  Sewer and Water
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The Sewer & Water Fund is operated as an Enterprise Fund and was historically subsidized by the General Fund.  Since the Board approval of an increased rate, these funds have increased.  Sewer/Water Operating is projected to increase by 18% and Sewer/Water Tap & Access is projected to increase by 14%.   This is a direct result of the implementation of new sewer rates and mandatory connections imposed in FY2009/2010.  
Graph 10:  Solid Waste Disposal Fees
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The Solid Waste Department operates as an Enterprise Fund.  Based upon average percent change of the past four years, revenues are projected to decrease by 7%.  This estimate is not based on the implementation of the proposed solid waste assessment but on actual collections the under current method at the landfill (cash collections). 
Graph 11:  Fire MSBU
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The graph represents a 2% decrease in the budget for the Fire MSBU.  This fund currently provides funding for equipment and operational costs for the paid staff and all volunteer fire departments as well as CIP projects that benefit the entire system.
Graph 12:  One Cent Sales Tax
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The County receives 1 Cent Sales Tax revenues for infrastructure improvements to roads, public facilities, public safety and parks and recreation.  The graph above shows a potential decrease of 4% based on average differences between the last few fiscal years.
Graph 13:  Gas Taxes
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These revenues are collected and segregated into the County's Transportation Trust Fund for the Road & Bridge Division and used to operate the Road & Bridge division administered by contractual agreement with ESG.  This funding is used for operations and equipment. The graph above projects a projected 3% decrease in gas taxes for FY10/11 based upon declining revenue of the last 3 years. 
Graph 14:  Taxable Value
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Taxable value is used to calculate the ad-valorem taxes levied against a property, as the taxable value goes up the amount of tax levied on a property goes up.  The graph above clearly illustrates the trend of decreasing taxable values.  The graph above represents a 2% decrease in taxable value.  The decrease in taxable value would create a $170,895 decrease in ad-valorem revenue at an 8.25 millage rate.  This decrease would require a 0.1342 mill increase to the millage rate to maintain current service levels.

Graph 15:  Ad-Valorem 
[image: image15.png]Ad Valorem Tax

11,436,600

11,500,000

11,000,000

10,500,000

10,000,000 + T T T
06-07 07-08 08-09

09-10
Budgeted

10-11
Projected





Ad Valorem taxes are property taxes.  They are general revenue for general purposes and are used to support a majority of the general fund supported department and divisions including the Constitutional Officers.  The graph above represents no change in ad valorem tax revenues based upon adoption of the statutory rolled-back millage rate, which is the millage which will provide the same ad valorem tax revenue for the county as produced in the previous year.  Calculation of the rolled-back rate will be based on the certified taxable values provided by the Wakulla County Property Appraiser.  It is estimated that taxable values will be lower than in the previous year, which will require adoption of “rolled-up” rate to generate the same revenue as the previous year. 
Update on Cost Containment Activities
The Board received a memo from the County Administrator on February 10, 2010 outlining the budgetary and staffing levels over the past five fiscal years.  This document highlights efforts in the last few years by both the Board and County Administration to decrease costs and maximize available resources to achieve a balanced, efficient, and cost effective government.  The 2010/2011 budget cycle will continue to challenge the Board and the initiatives set forth in prior years by adhering to the following:

Zero Position Growth and Attrition as Available
During the 2010/2011 budget development cycle, all departments and Constitutional Officers will be asked to maintain no new growth in positions.  In order to curtail operating expenses and reduce personnel costs.  In addition, all departments and Constitutional Officers will be asked to evaluate and eliminate positions as they become vacant and not to request any new positions for the FY2010/11 budget.

Cost of Living Allocation (COLA) Salary Increase for Employees
Considering the financial challenges facing Federal, State and local governments, the ability to implement a Cost of Living Allocation for all employees during FY2010/11 will depend upon available resources.  At this point in the budget process the option of a COLA would seem secondary to maintaining current levels of services provided to the citizens of Wakulla County and should be addressed once a clearer picture of FY2010/11 budget has been established.   
Enhanced Focus on Grant Opportunities
For the past few years, staff has been focused on the implementation of the numerous grants that the County has been successful in obtaining.  Currently, Wakulla County has approximately $8.5 million dollars of grant funding in the implementation phase, not including the small EMS, Fire and Public Works Grants currently working.  Grant funding is a vital resource to the County to fund many services and much needed infrastructure capital improvements.  Infrastructure Staff has been diligent in ensuring that all grant funding received for the County by any outside agency is utilized to its fullest potential for the benefit of the community.  In the current fiscal year, as well as in the upcoming FY2010/2011 staff will continue the implementation of existing grants, while having an enhanced focus on securing all additional grant funding made available to the County.

Big Picture Challenges for Policy Direction

The FY2010/2011 budget will provide some challenges moving forward that the Board will need to provide direction.  The County has maintained levels of service that citizens expect from their government in an economic environment that requires the County to do more with less.  However, this presents numerous challenges:  

· Reduce County Reliance on Fund Balances - specifically reduce the reliance on the General Fund balance to support general fund operations.

· Maintain Reasonable Emergency Funds - maintain reasonable levels of discretionary emergency reserve funding to meet any unanticipated costs that arise throughout the fiscal year. Whenever possible, and to address reduced reliance on fund balances, these emergency reserves should be tied to funds established for those purposes and only expended on emergencies. 

· Initiate County-wide Stormwater Control Fund - determine the best and most efficient way to fund the important stormwater issues that exist and continue to prove challenging with every significant storm event. 

· Maintaining Current Level of Service with Decreased State Revenue - the State is faced with significant decreases in sales tax revenue which will ultimately reduce the available funding to the counties.  A particular concern is the availability of funding for fiscally constrained counties. For FY2009/2010 this funding equaled approximately $1.4 million to the general fund.  Should this funding be eliminated by the Legislature, that would equate to approximately 1 mill in additional ad valorem revenue needed to fund the deficit. 

· Review Discretionary Line Item Funds - this funding is provided to organizations that provide services to citizens that the County is unable or unsuited to provide.  This funding is discretionary and based on availability.  With anticipated decreases in ad valorem as well as State revenue, funding for these organizations continues to be limited and should be reviewed during the upcoming budget formation process.
Initiatives to pursue in the next few months to provide balanced and efficient budget plan.

1. Direct staff to maintain service levels through conservation techniques utilizing conservative projections of existing revenue sources and implementing the following options:

· No New Services and/or Programs (excluding stormwater) as noted below and unless grant funded (such as stimulus funding for expanded Housing programs activities).

· No COLA

· Increased Lobbying Efforts of the Legislature by Commissioners and existing staff to maintain funding and avoid cost shifts.
· Establish MSBUs to support road paving and possible storm water initiatives

· Expand grants for Capital Projects County-wide

· Attempt to reduce cash reserves reliance. 

· Tying emergency funds to budgeted emergency reserves

· Continued attrition across the County whenever possible

· Contracting possibilities such as performance contracting
2. Continue to Explore Targeted Alternate Revenue Options to support existing and new Priority Board services such as the following:
            Stormwater Utility

The Board has stressed the need to address the numerous stormwater issues that continue to challenge the county, especially during storm events.  Chapter 125 Florida Statutes provides both charter and non-charter counties with four important abilities with respect to stormwater management functions: 

· Establishment and administration of programs for flood and erosion control and drainage 

· Creation of municipal service taxing/benefit units to provide stormwater management services in unincorporated areas 

· Power to levy and collect taxes and special assessments for provision of municipal services 

· Ability to provide drainage services to any municipality or special district through executed service agreements 

Chapter 403, Florida Statutes, further provides both cities and counties with additional authority with respect to development and operation of stormwater utilities: 

· Authorization to create a stormwater utility 

· Authorization to adopt stormwater utility fees that are adequate to plan, construct, operate and maintain stormwater management systems 

· Authorization to create stormwater management benefit areas and sub-areas within which all property owners may be assessed a fee related to the benefits they receive based upon the size of their property 
Benefits of a Stormwater Utility
· New Funding Source - Revenues generated by stormwater utilities can be used as a new source of funds to supplement the community's current stormwater management funding. 

· Supplemental Funding Source - Stormwater utility revenues can be used to replace current general fund/ad valorem tax funding which enables the tax based funding to be used for other community needs. 

· Sustainable Revenues - Revenues generated by stormwater utilities are constant, tend to gradually increase with the community's growth, and can be gradually increased through rate hikes and increasing/imposing special user fees. 

· Bondable Revenue Stream - Bonds for capital improvements can be issued to facilitate constructing stormwater management facilities because the revenues generated by stormwater utilities can be used to pay back bonds. 

The cost-benefits associated with developing and implementing a stormwater utility through the use of an MSBU/MSTU in a particular area or county-wide requires careful consideration by the Board. However, given that the Board has outlined numerous objectives in their priorities, the creation of a stormwater utility to fund not only operating costs but capital costs would be the most prudent mechanism to meet those priorities.

Should the Board decide that explore the option of a stormwater utility, the following are steps that could be initiated in that direction:

1. Create a stormwater utility fund with an initial infusion of funding from the General Fund.

1) Proceed toward the implementation of a stormwater assessment. 

Solid Waste Assessment

The county has applied for funding from the United States Department of Agriculture-Rural Development (USDA-RD) for the construction of a solid waste transfer station. The County was successful in securing a loan/grant of $2,208,000 of which $713, 500 consisted of a no obligation grant to the County.  The balance of $1.495 million will be funded through a low interest loan through the USDA Program. The grant application required the County to secure any loan funding with a dedicated funding source (i.e.,  General Fund or specified revenues).  As part of the Preliminary Environmental Report (PER) performed by our consultant, JEA, on this project, a special assessment was targeted for use by the County as the most reliable and efficient funding source to secure the loan. On December 8, 2009, the Board signed Resolution # 09-57, a statutorily required Resolution expressing the County’s intent to include this assessment on the tax bill.  Without the implementation of this assessment, the County will be called upon to pledge another consistent dedicated revenue source to fund this project if the USDA funding option is continued.
No action is being sought by the Board at this time regarding this issue. There will be additional analysis provided to the Board regarding any assessment.  Staff is only noting that this is on-going issue that will be addressed during the FY2010/2011 budget formation process. 

Adjustment to the existing Fire MSBU

The Municipal Services Benefit Unit (MSBU) Fire Assessment has been in place in Wakulla County since 1985.  The current fee is $65.00 for each developed piece of property in Wakulla County.  The current fee has been in place 2006.  The FY09/10 revenues generated by this fee were $867,221 (13,342 properties) as of September 30, 2009. Actual expenditures for Fire Service funded by the MSBU during FY 2008-09 were $797,415.  This created excess revenue of $70,771 during that time period.  However, this does not paint the entire picture.  In FY2009/2010, $474,189 of property tax revenue was expended on Fire Services system costs.  The County Attorney opined that MSBU funds could be applied toward operating costs. As pressure on the property tax revenues increases, utilization of MSBU revenues for system-wide costs should be reviewed.  The FY 2009/10 estimated ad-valorem revenue was $10,504,584 at 8.2500 mils. If the $474,189 general fund supported budget for Fire Services were funded by MSBU revenue in FY09/10, a reduction of .3006 mills could have been realized, lowering the millage rate from 8.2500 to 7.9494 mills.  However, in order to increase the revenues generated by the MSBU fee to replace the portion previously funded with General Fund monies, the fee would have to be increased.  An increase to the MSBU would allow the County to maintain first response fire service to the citizens of Wakulla County without having to rely on ad valorem revenue.

Alternative Revenues Previously Presented:

Staff has presented the Board in previous agenda items the option of implementing two alternative revenue sources to offset increased costs and declining revenues.  These alternative revenue options received no direction from the Board to proceed, however, it is important to note these options for consideration.

Environmental Lands Management (ELMS) Five-Cent Gas Tax (ELMS – Nickel)

One alternative funding source would be the imposition of the Environmental Lands Management (ELMS) Five-Cents Gas Tax, pursuant to s. 336.025, Florida Statutes, which authorizes the levy of up to five cents per gallon of motor fuel sold at retail.  Counties can use the additional monies for transportation expenditures needed for the capital improvements element of an adopted comprehensive plan, expenditures needed to meet the immediate local transportation problems, and for transportation-related expenditures that are critical for building a comprehensive roadway network.  The ELMS gas tax cannot be used for routine road maintenance.  Counties may also pledge the revenues to secure payments of bonds.

Public Service Tax

The Public Service Tax (PST) is a tax authorized by sections 166.231-166.236, Florida Statutes, to be levied by municipalities and charter counties by ordinance. It is a tax on the purchase of electricity, metered natural gas, liquefied petroleum either metered or bottled.  The tax shall be levied only on purchases within the municipalities or the unincorporated areas of the charter county.  The tax cannot exceed 10% of the payments received by the seller.  The proceeds from this revenue are considered general revenue and can be used for any general purpose.

3. Provide blanket direction to Board Departments and Constitutional Offices that any budget   reductions be shared equally and on the whole.   

For the past three years, the Board has made essential reductions in their budget to respond to the declining revenue streams as a direct result of the current recessive economy. Currently Board budget is at 6.9% lower than the FY06/07 budget.  The Board has been able to reduce budget through target cuts in operational costs as well as through a reduction in staff from General Fund supported departments.  The Board will continue to strive to reduce budgets at any level that the economy dictates in concert with our Constitutional Officers.  
4. Continued focus on existing and new grant opportunities.

Existing through FY09/10:

· FRDAP-Medart Park & Equestrian Center

· EMS and Fire Grants

· Ochlocknee Bay Trail-Multiple Phases

· Recreation Center

· Courthouse Renovation

Anticipated New Grants in FY10/11:

· Courthouse Restoration

· CDBG Disaster Recovery

· FCT Funding

· FRDAP

· Land and Water Conservation Fund

· Library Construction

5. Continue process to maximize application of all existing CIP projects to promote the local economy in FY09/10 and beyond:
· Local Labor

· Transfer Lift Station

· Road Improvements

· Courthouse Improvements

· Community Center

· Library Improvements

6. Anticipated Roll Back Rate Calculation

Rolled-Back Rate:  The rolled-back rate represents the millage rate that would need to be levied in the new fiscal year to generate the same amount of ad valorem tax revenue generated in the previous fiscal year. Voter approved debt levies are excluded from the calculation and the value of new construction is excluded from the current year total. The rolled-back rate also adjusts the prior year’s millage rate for reappraisals based on market value of property.  The only source of additional tax revenue if the rolled-back rate is levied are tax revenues levied from ad valorem taxes imposed on new construction (note: new construction, additions to existing structures, major rehabilitations and annexations are excluded from the rolled-back rate calculation). Based upon the current statutory language, the rolled-back rate for FY 2010/2011 will be calculated as follows:

Adjusted 2009-2010 Ad Valorem Proceeds
Adjusted 2010-2011 Taxable Value (Unknown at this time)

  = Roll-Back Rate

Maximum Millage Determination for FY2010/2011
According to s. 200.065(5), Florida Statutes, beginning in the 2009-10 fiscal year, the maximum millage rate that may be adopted by a county by a majority vote is “a rolled-back rate based on the amount of taxes which would have been levied in the prior year if the maximum millage rate had been applied, adjusted for the change in per capita Florida personal income, unless a higher rate is adopted, in which case the maximum is the higher rate.”
In the FY2009/2010, the Board adopted a millage rate of 8.2500 mills which generated total ad valorem revenues of $11,057,457 based on a gross taxable value of $1,340,297,822.  The maximum millage that the Board could have adopted by a simple majority vote was 8.9677 based upon the calculations prescribed by the Florida Statutes.  Had the Board not reduced the adopted millage rate and by simple majority adopted the 8.9677 as the millage, the total tax revenue would have been $12,019,389.  At present, it is undetermined what the adjustment in per capita personal income will be, as calculated by the Florida Department of Revenue.
Staff is seeking Board direction to develop the FY2010/2011 Tentative Budget with a millage rate calculated based upon the assumption that the personal income growth will be a percentage added to the maximum millage rate as follows:

Adjusted 2009-2010 Ad Valorem Proceeds / Adjusted 2010-2011 Taxable Value
 = Rolled- Back Rate Multiplied by  % Change in Personal Income Growth

= FY 2010/2011 Tentative Millage Rate for Wakulla County

Summary
This workshop is the first of four scheduled workshops during the FY2010/2011 budget formulation process.   Staff will be bringing forth a ratification item at a future meeting that will seek direction on the six options presented for consideration in this item.  

The second budget workshop scheduled for May 6, 2010 will update the Board any Legislative activity that has budget implications as well as seek further Board direction regarding the FY2010/2011 budget formulation.
Attachments:
1. FY 2010/2011 Budget Calendar

