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Long Term Financial Plan Overview

The National Advisory Council on State and Local Budgeting (NACSLB) recommends that
governments establish a financial planning process that assesses the long-term financial
implications of current and proposed policies, programs and assumptions and that develops
appropriate strategies to achieve its goals.

The Town of Palm Beach has prepared, a comprehensive Long Term Financial Plan every
year since 2003 except in 2008, when a more intensive Comprehensive Review of Town
Operations (CRTO)was completed. The Long Term Financial Plan (LTFP) is intended to serve
as a tool, providing the Mayor, Town Council and staff with the insight required to address
issues impacting the Town'’s financial condition. This plan consists of the following sections:
. Introduction
. Executive Summary
» Current Financial Condition
» Reserve Analysis
» Forecast Summary
Financial Trend Analysis
Benchmark Analysis
Financial Forecasts
Forecast Details

Financial planning expands a government's awareness of options, potential problems and
opportunities. The long-term revenue, expenditure and service implications of continuing or
ending existing programs or adding new programs, services and debt can be identified. The
financial planning process helps shape decisions and permits necessary and corrective action
to be taken before problems become more severe.

The process of developing a Long Term Financial Plan begins by identifying factors or capital
items that have, or are expected to have, an impact on the financial condition of the Town
over the next five years. Assumptions are derived based upon historical data and other
sources in order to predict various categories of revenues and expenditures,
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Introduction

The planning process results in the preparation of a financial plan consisting of various
components such as an analysis of financial trends; an assessment of problems or
opportunities facing the Town and actions needed to address these issues; and a long-term
forecast of revenues and expenditures. A financial plan identifies key assumptions and
choices related to achievement of goals and illustrates the likely financial outcomes of
particular courses of action or factors affecting the environment in which the Town operates.
A financial plan is not a forecast of what is certain to happen but rather a device to highlight
significant issues or problems that must be addressed if goals are to be achieved.

Contained within this document is information regarding revenue and expenditure trend
history, forecasts, and benchmark comparisons with similar communities. The emphasis is
on the Town’s General Fund and information is provided on the Town’s Internal Service
Funds, Debt Service Funds, Capital Funds and Enterprise Funds.
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Current Financial Condition

General Fund FY09 Status

Due to the current economic downturn, staff has been monitoring the FY09 budget very
closely. Monthly updates have been sent to the Mayor and Town Council detailing the status
of the General Fund revenues and expenditures. We are taking all actions identified in
Phase 1 of the Town’s Revenue Shortfall Policy that was adopted on August 13, 2002. As it
relates to employee vacancies we are actually in Phase 3 which calls for implementing a
“hiring freeze”. The Town Manager is not authorizing any new vacancies to be filled but will
instead hold them vacant indefinitely. Unless the revenue situation worsens, the actions
taken by staff should sufficiently protect the Town at this time.

General Fund Revenues

Several of the budgeted revenues for FY0S are under the budget standard through January.
These include state revenue sources as well as other fees. The State has informed
municipalities to anticipate cuts to the original estimates that they provided for fuel taxes,
state shared revenues and state sales tax. These cuts amount to approximately $67,000.
Building permit revenue to date is under the budget standard by 6%. If this trend
continues, these revenues could end the year significantly under budget. Parking meter and
ticket fees are under budget due to the transition to a new parking system and in part to
reduced usage caused by the downturn in the economy. Revenues that are exceeding
expectations include utility taxes, public safety fees, interest, business tax receipts, the non
ad valorem assessment for solid waste fees, and property taxes. Business tax receipts,
property taxes and the non ad valorem revenues for solid waste are received early in the
fiscal year. These revenue sources are expected to finish the year at or above the budget
standard. Utility taxes are higher than the budget because revenues received from
telecommunications and water utility taxes are higher than anticipated. Public safety fees
are seasonal and should finish the year near the budget standard. Interest income is higher
than anticipated due to higher than expected returns on the funds invested with the Florida
League of Cities Investment Trust. We expect the trend of higher returns to diminish, but
expect this revenue source to finish the year higher than the budget standard. Overall,
early estimates indicate total revenues to finish the year approximately $500,000 below the
budget standard.

General Fund Expenditures

Through January, expenditures for most departments were below the budget standard of
33%. Annual payments of longevity made in December have caused a few departments to
exceed the budget standard. In total through January, budgeted expenditures were at 29%
of the budget, or 4% lower than the budget standard. In FY08, total expenditures finished
the year at 94.5% of budget. We expect to finish the year well under the budgeted
expenditures due to the hiring freeze and reductions in expenditures where ever possible.
The current anticipated revenue shortfall should be offset by reductions in expenditures.
Unless the revenue status significantly worsens, or if we experience a major storm event
during the summer, the budget should end the year without a deficit.
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Recreation Enterprise Fund FY09 Status

The Recreation Enterprise Fund revenues currently exceed the budget standard. This is due
to the receipt of annual lease payments and tennis permits. Total revenues for FY09 may
not meet expectations. The Town docks have sold all annual leases except one. In addition,
transient business is down due to the poor economy. The closing of the Par 3 will have a
negative impact on the revenues for FY09. Expenditures for the Par 3 will be lower, but not
enough to offset the decline in revenues. The original FYOS budget estimated a $432,250
profit after transfers and contingency. Due to the anticipated declines, it is estimated that
this fund will end the year near break even.



TOWN OF PALM BEACH

CURRENT STATUS OF RESERVES



Reserve Status % j;

Town of Palm Beach Reserves

The Town Council has adopted seventeen financial policies, fourteen of which
address reserves. The reserve policies serve to safeguard the Town’s financial
resources and ensure fiscal stability. The size of a municipality’s fund balance can
affect its ability to withstand financial emergencies. Reserves can also be used to
accumulate funds for capital purchases or capital projects without having to borrow.

Undesignated Fund Balance - General Fund

Pursuant to adopted policy, the undesignated fund balance for the General Fund is
to be maintained at a minimum level of 25% of current year General Fund budgeted
expenditures. This minimum level

I=tol be m'alntamed to.prOtECt the General Fund Undesignated Fund Balance
Town against economic downturns, | rya004 - FY2008

temporary revenue shortfalls,
unpredicted one-time expenditures,
and for tax rate stabilization
purposes. Twenty-five percent of
the proposed FY2009 General Fund
operating budget of $64,772,800 is

25 35.00%
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$16,193,200. At the end of * / 20.00%
FY2008, the Undesignated Fund ; L oo
Balance for the General Fund is . 2008 = il =
estimated to be $23,005,185. This WCuiBalpnen: % Eatiuroel

amount represents 35% of FY2009
budgeted operating expenditures or $6,811,985 over the required minimum level of
25%.

The General Fund Undesignated Fund Balance has consistently exceeded the
required minimum level of 25%. The chart details the General Fund Undesignated
Fund Balance and the percent of budgeted expenditures the balance represents.
Transfers that have been reserved from fund balance for the FY09 budget total
$3,516,600 include: the contingency reserve ($953,800), public safety software
upgrade ($350,000), digital plan review and document imaging software
($230,000), Reach 8 litigation defense ($1,000,000), North Fire Station traffic
Signal ($60,000), and the first year cost of the buyout ($922,800). In addition,
reserves for the second year of the early retirement incentive buyout ($922,800)
and the final year of the town-wide software implementation cost ($350,000) have
been set aside from fund balance for the FY10 budget. The FY10 reservation leaves
$21,732,385 as the current undesignated General Fund Balance which represents
33.5% of the FY09 General Fund expenditure budget or $5,539,185 over the
required minimum level of 25%.
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Reserves - Risk Fund f

Risk Fund Reserve
The total reserve balance for the FY2004 - FY2008
risk fund is estimated at 8 |
$6,589,271 for FY08. Out of this
reserve balance the Reserve for
Catastrophic
Exposures/Emergencies - Risk
Fund is funded. The trend is the
Risk Reserve is shown in the table.
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Reserve for Catastrophic
Exposures/Emergencies - Risk Fund

The Reserve for Catastrophic Exposures/Emergencies for the Risk Fund is funded at
a minimum of $2,500,000. This reserve was established to set aside emergency
funds to protect the Town against the potentially disastrous financial impacts of
response to and recovery from a man-made or natural emergency situation or large
judgments in excess of insurance coverage. This reserve is funded from the Net
Assets of the Risk Fund.

Enterprise Fund Reserves

The Enterprise Fund reserve is to Recreation Reserve Balances

be maintained at a minimum level FY2004 - FY2008

of 25% of budgeted revenues 2,000 e
totaling $1,211,775 for FY0S. The | ‘ T as.00%
purpose of the reserve is to provide | I :222
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unanticipated financial impacts as soo [ s
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facilities.
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The Town’s enterprise fund includes the operations of the Town Dock, the Par 3 Golf
Course, tennis activities and youth and adult recreation programs.

At the end of FY08, the unrestricted net asset balance for the Recreation Enterprise
Fund (REF) is $4,798,209. Of the $4,798,209 in estimated unrestricted net assets,
$1,772,062 has been set aside in the Dock Replacement Reserve. This reserve was
created to fund the replacement cost of the construction of the Town’s docks

whenever it is determined they must be replaced. The replacement reserve is to be
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maintained at 100% of accumulated depreciation plus accumulated interest earned
on the reserve.

The Par 3 Golf Course charges an additional $2 per round to fund a maintenance
and improvement reserve. This reserve of for maintenance and improvements is
estimated to have a balance of $223,753 at the end of FY08.

The Recreation Enterprise Fund established an equipment replacement reserve in
FY2006. This fund allows for the purchase of capital equipment and is funded with
an initial transfer of the total accumulated depreciation from Recreation Net Assets.
The annual funding is calculated using replacement cost depreciation and
transferred from the REF to a separate equipment replacement fund. The balance
in the REF Equipment Replacement Fund is estimated to be $321,863 as of
September 30, 2008.

Capital projects are also reserved out of the unrestricted net assets. The estimated
reserve for Recreation capital projects, excluding the Par 3 renovation is $167,213.
The Par 3 renovation is to be funded through donations and $2 million from the
Town.

After reducing the unrestricted net assets for the dock replacement reserve, the
M&I reserve, capital projects, the equipment replacement reserve, and the reserve
for encumbrances the balance is $1,868,076. This amount represents 38% of
FY2009 operating revenues or $656,301 over the required minimum level of 25%.

At the February 10, 2009, Town Council meeting the Town Council approved the
use of the dock replacement reserve and the maintenance and improvement
reserve to fund the Town’s $2,000,000 commitment to the Par 3 project. The
balance in these reserves as of January 31, 2009 was $2,072,664. The M&I reserve
was set aside specifically for the purpose of improvements at the Par 3 and will not
be repaid. The Dock Replacement Reserve will be repaid over a period of 12 years.
The Town Council may consider replenishing the Dock Replacement Reserve with a
bank loan at a future date.

- Equipment Replacement Fund
Equipment Replacement Fund F\?ZQ{F)),;_FyonBp
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The Equipment Replacement Fund was I
established with a transfer of Ls
$4,386,910 from the General Fund
Undesignated Fund balance in the
FY2002 budget. The amount 5
represented the accumulated | sl :
depreciation of the Town'’s fixed assets I 2004 2005 2008 2007 2008
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through FY2002. This reserve is intended to fund the replacement cost of existing
equipment, vehicles and computers when they reach the end of their useful life.
This reserve significantly reduces the budgetary fluctuations due to purchases of
large pieces of equipment and ensures compliance with the fixed asset inventory
and depreciation schedule required by GASB34.

The Town Council approved a change in FY06 from depreciation based on
acquisition cost to depreciation based upon replacement value. This will ensure
sufficient reserves to replace large capital items with long useful lives such as fire-
rescue trucks and public works vehicles.

The balance in the equipment replacement fund for year end FY2008 is
$14,343,984. For FY2009 the income including the depreciation transfer will total
$2,230.466 and expenditures for capital equipment are budgeted at $2,810.000.

Designation of General Fund Balance for Payment of Liability Related to
Compensated Absences Leave Balances

The Town Council approved the establishment of a Reserve for Compensated
Absences in FYO5 budget. This reserve reduces the budgetary fluctuations due to
the payout of accrued leave time to employees when they leave Town service. This
reserve is funded at a rate of 100% of the fiscal year end accrued leave balances.
Funds are appropriated annually from this reserve based upon estimates of pay-
outs of eligible accrued vacation, sick and compensatory time and the related
payroll tax liability. The appropriation for the pay-out of eligible accrued vacation,
sick and compensatory time for FY2009 from this reserve is $618,500. The balance
in the reserve as of September 30, 2008 is $2,962,197. The long term liability for
this reserve was substantially reduced in 2006 when the vacation leave accrual was
reduced by three days for existing employees and by 50% for all employees hired
on or after October 11, 2006.

Health Insurance Reserve

The Health Insurance Fund has a significant reserve balance that was accrued in
anticipation of the issuance of a policy from the Government Accounting Standards
Board (GASB). GASB has issued statements 43 and 45 relating to accounting
standards for post employment benefits, which required the establishment of a
liability for actuarially determined costs of retiree health benefits. As of October 1,
2006, a trust fund was created using $16,000,000 from the Health Insurance Fund
reserves to provide for post employment benefits. The Town is well ahead of other
government agencies in the funding of this liability due to the substantial reserves
that have been accumulated in this fund.

The balance of the reserve in the Health Fund, at the end FY08 is $1,660,969.
These reserves will be used to guard against any deficiencies in the Town's self
insurance health fund.
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OPEB (Other Post Employment Benefits) Trust

As mentioned in the above section, an OPEB trust was established to fund the
liability for post employment benefits. The OPEB trust funds are overseen by the
Town’s Investment Advisory Committee. During FY07 this Committee worked with
a performance monitor to develop an investment plan and to select money
managers for this fund. The reserve funds were invested in various fixed and
equity investments. The balance in this trust is $15,785,880 as of September 30,
2008. The actuarially determined transfer from the General Fund for the OPEB
liability for FY09 is $1,649,000.

Contingency Reserves

Contingency reserves were established for the General Fund, Capital Fund, Leisure
Services Enterprise Fund, Leisure Services Enterprise Fund - Capital Fund, Risk
Insurance Fund and Health Insurance Fund to provide for unanticipated unbudgeted
expenditures of a nonrecurring nature. The amount of the General Fund
Contingency has been funded at 1.5% of the FY09 budget, an additional amount of
$51,224 was added to the reserve during the final budget hearing. The Capital
Fund Contingency is appropriated at 10% of the proposed capital budget, the Risk
and Health Contingency Reserves are appropriated at $500,000. The Recreation
Enterprise Fund Contingency is funded at 5% of the proposed operating expenses
as is the Recreation Enterprise Capital Fund Contingency. The Equipment
Replacement Fund contingency is appropriated at $100,000. The table below
identifies the contingency balances appropriated in the FY2008 budget and the
proposed FY2009 budget:

Contingency Reserves

FY2008 and FY2009

Fund FY2008 FY2009

Budget Budget
General Fund $926,000 $1,005,024
Capital Fund $334,600 $241,600
Equipment Replacement Fund $100,000 $100,000
Risk Fund $500,000 $500,000
Health Fund $500,000 $500,000
Recreation Enterprise Fund $199,000 $217,350
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Undesignated Fund Balance/Retained Earnings Summary

All reserves are at or over the policy established minimum. The financial strength
of the Town can be measured by the health of its reserves. The rating agencies
look closely at the fund balance levels and the financial policies in place when rating
a municipality. During FY2003, when the rating agencies reviewed the Town's
credit ratings, they cited the Town’s healthy reserves, solid fiscal policies resulting
in strong reserve levels, conservative and solid management practices as some of
the reasons to upgrade our bond ratings. Moody’s Investors Service upgraded the
Town’s credit rating to Aal from Aa2 for the Revenue Bonds that were issued, and
confirmed the Town’s Aaa credit rating for General Obligation issues. Standard and
Poor’s upgraded the credit rating on the Revenue bonds to AA+ from A+ and
upgraded the Town’s General Obligation credit rating to AAA from AA. The AAA
credit ratings are the highest ratings these two rating services issue and represent
the highest quality investment grade debt. The response to and recovery from
three hurricanes in 2004-2005 did not cause any reserve balances to decline below
the minimum established by policy. The Town’s healthy reserves allowed us to
“weather the storms” without having to borrow funds.

The table below summarizes the trend of the undesignated fund balance, net asset
balances, compensated absence, and replacement reserve balances for FY2004
through FY2008.
Reserve Balances
Fiscal Years 2004 - 2008

Fund | 2004 | 2005 2006 2007 2008

General Fund $15,625,847 $19,580,424 $17,985,564 $21,346,801 $23,005,185
Compensated 2,496,068 2,795,916 2,972,258 3,242,924 2,962,197
Absence (GF)
Equipment
Replacement Fund 5,214,800 5,784,030 10,765,871 12,492,176 14,343,984
Recreation Ent Fund 1,757,958 1,661,465 814,569 1,449,420 1,868,076
Recreation ERF 0 0 249,553 288,267 321,863
Dock Replacement 1,295,094 1,460,517 1,534,824 1,620,173 1,772,062
Par 3 M&I Reserve 76,109 76,109 120,488 176,067 223,753
Health Fund 16,356,507 17,046,436 18,369,182 1,740,326 1,660,969
Risk Fund 3,782,648 5,957,681 6,840,190 6,013,314 6,589,271
Health - OPEB Trust 0 0 0 17,401,883 15,785,880
Pension Funds 144,719,097 160,203,485 172,045,119 198,737,626 167,937,995

Total 191,324,128 214,566,063 231,698,018 264,508,977 236,471,235
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Forecast Summary

Staff has prepared a forecast of General Fund revenues and expenditures for FY10 through
FY13. The details of the forecast can be found behind the Forecast Detail tab.

Financial forecasts are the foundation of a long term financial plan. These forecasts provide
the Mayor, Town Council and staff with information they need to more effectively determine
future levels of service.

Historical trends for revenues and expenditures are presented in the Financial Trend
Analysis section of this document. These trends assist in preparing assumptions to forecast
future revenues and expenditures. Other factors that were used for the forecast are
inflation trends, taxable value trends, and industry trends for insurance estimates.

The major assumptions that were used to prepare the forecast are as follows:

FY2010 | FY2011 | FY2012 | FY2013

Rolled Back 2.57% 1.4% 1.3% 2.7% State Projections of

Millage Rate Personal Income Growth

Increase

Investment 1.5% 2.5% 3.0% 3.5% 10 year Average Return is

Yields 3.44% and the Current
Yield is 1.52%

General 2.0% 2.5% 2.5% 2.5% Federal Reserve Forecasts

Inflation

Salaries & 3.5% 5.5% 6.0% 6.0% Merit and CPI estimates

Wages

Employee 9.0% 10.5% 9.0% 9.0% Estimates based upon

Benefits discussions with Town

actuaries and health
consultants

Property 20% 20% 20% 20% Based upon Insurance
Insurance Market Trend Information
Liability 10% 10% 10% 10% Based upon Insurance
Insurance Market Trend Information
W/C 5% 5% 5% 5% Based upon Insurance
Insurance Market Trend Information

Revenue Forecast Assumptions

The State of Florida caps all local government millage rates at the rolled back rate (rate that
produces the same taxes as the prior year, exclusive of taxes from new construction) plus
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the growth in personal income. A government can override the cap by extraordinary vote (4
affirmative votes in Palm Beach) for up to a 10% increase over the rolled back rate, and
with a unanimous vote for an increase in excess of 10%. The State of Florida has provided
estimates for personal income growth. These estimates were used to estimate property tax
revenue increases.

Short term investment yields were derived using the Fed Funds forecast consensus from
Bloomberg. The median forecast for FY10 anticipates the Fed Funds rate to increase to 1%
by the second quarter of 2010. Our investment yield trends above the Fed Funds rate so we
used 1.5% for the year. For FY2011 we anticipated the Fed Funds rate to increase, so we
conservatively estimated investment yields at 2.5%. Since it is difficult to forecast rates
over the long term, we based our FY12 and FY13 forecast on rates that were closer to our
ten-year average of 3.44%.

Revenue from non ad valorem taxes which include franchise fees, utility service taxes and
local option gas taxes are expected to remain at the same level for FY10 as the estimated
FY09 year end results, which we expect to decrease 2.13% from FY08. For FY11 - FY13, the
forecast includes an increase of approximately 3% for each year which is slightly less than
the average 10 year trend for these revenue sources. The trend information has been
consistent for these sources of revenue and our past estimates have been very close to the
actual amounts received.

Building permit revenue can be very volatile and is budgeted conservatively. The current
FY09 budget represents a 31% decrease from the FY0O8 actual results. The forecast for FY10
represents a decrease of about 4.8% from the FY09 budget based on the expectation that
the downturn will continue through much of FY10. The forecast for FY11 - FY13, increases
the revenues close to the conservative FY09 budgeted amounts.

Intergovernmental revenues represent revenues received from the State, grant funds, and
county sources. The forecast for FY10 represents over a 10% decline in revenue from the
FY09 budget. The decrease is based upon information from the State regarding the declines
in revenue from State sources. For FY11 through FY13, we anticipate increases closer to the
rate of inflation for these revenues. No grant funds are included throughout the forecast
period.

Charges for services represent public safety charges such as special assignment overtime,
fire prevention fees, false alarm charges, EMS service fees, commercial solid waste charges,
parking meter collections, lien search fees and copy charges. For FY10 we forecast a 8.2%
decrease in revenue from the FY09 budget. The decrease is due to the elimination of
parking meters in some parts of town, decreases in special detail usage, false alarm fees,
and compacted garbage fees. For FY11 - 13, we conservatively anticipate a 2% increase in
revenues each year due either to fee increases or anticipated improvements in the economy.
The average increase for the past 10 years has been 5.4%.

Fine and Forfeiture revenue include parking ticket fines and penalties, code enforcement
fines, right of way violations and moving violations. We currently anticipate the FY09
revenues to finish the year approximately 8% below budget. For FY10, further declines are
anticipated due to decreases in parking ticket fines and penalties caused by fewer meters
and the economic downturn. The FY10 budget anticipates a 17% decline from the FY09
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budget. For FY11 through FY13, we estimated the revenues to remain flat at the FY10
levels. The declines in parking ticket fees is expected to be permanent due to fewer meters.

Miscellaneous revenues represent revenues from rooftop rent agreements, charitable
solicitation fees, donations, revenue for state highway maintenance, and Kreusler Park
Administration Fees, and other miscellaneous revenues. For FY10, a decrease of 4% is
anticipated. For future years, rent increases are built into the leases and represent the only
increase in this revenue source.

Expenditure Forecast Assumptions

General inflationary increases ranging from 2% to 2.5% per year were used to forecast
commodities, contractual and depreciation expenditures. Both the Federal Reserve and The
Livingston Survey from the Federal Reserve Bank of Philadelphia forecasts inflation for 2010
at between 1.9 and 2.1%. Their forecast for 2011 indicate that inflation projections
increase to 2.3% and longer run projections range from 2.2 to 2.4%. To be conservative we
used 2.5% for the longer term forecast.

Historical trends for Salaries & Wage increases show an average increase of about 6% per
year for combined merit and competitive pay increases. The FY10 estimate is based upon a
decrease in the trend due to the affects of the recent buyout and the estimate does NOT
include a competitive pay increase. For FY11, the estimate increases to include a
competitive pay increase and the remaining affects of the lower salaries due to the buyout.
For FY12 and FY13 we expect the increases to be closer to the historical trend of 6%. (Later
in this report staff outlines recommended or potential cuts in personnel for the Town Council
to consider as a means by which to reduce these projected increases in Salaries and
Wages.)

Employee Benefit increases are based upon discussions with the Town’s retirement and
health insurance actuaries. Throughout the forecast period, we used a 10% increase in
health insurance costs. For FY10, we estimate a total increase for employee benefits of 9%
representing a 10% increase in health insurance costs and an increase of $750,000 for
retirement funding. In FY11 we anticipate the retirement contribution to increase by
$1,000,000 due to FY09 losses in the funds. This will increase the assumption to 10.5%.
For FY12 and FY13, we are estimating a 9% increase in employee benefits which represent
additional funding for the retirement fund of $750,000 for each year.

Risk insurance premiums have been estimated for FY2010 - FY2013 using the following
assumptions: Property Insurance 20% per year, Liability Insurance 10% per year, Worker's
Compensation 5% per year. The current volatile insurance market makes it difficult to
forecast increases over the long term, but we feel the above estimates reflect a conservative
forecast for these expenses.

General Fund contingency appropriation has been estimated to be 1.5% of the forecasted
expenditures as required by the policy. The General Fund contingency is funded from fund
balance rather than through operating revenues.

13
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The table below shows the summary forecast for the General Fund.

FY09 FY10 FY1i1l FY12 FY13
Revenues 67,335,600 | 66,674,543 | 67,389,182 | 68,864,875 | 70,677,654
Expenditures 67,335,600 | 66,600,083 | 66,521,715 | 70,772,286 75,196,000
% Increase/ N/A -1.09% -0.12% 6.39% 6.25%
(Decrease)
Millage Rate 3.2512 3.2548 3.2152 3.1727 3.1737
% Increase/ N/A 0.11% -1.22% -1.32% 0.03%
(Decrease) W
Amount* 0 74,460 867,467 (1,907,411) | (4,518,346)
needed to
balance budget

* Positive amounts represents surpluses, negative amounts represents deficits.

Once the original baseline LTFP was prepared, staff began with a deficit of approximately
$985,000 for FY10. The Town Manager instructed the departments to find expenditure
reductions to offset the deficit. Staff worked hard to identify ways to maintain levels of
service and trim costs beyond the cuts already made in response to the State property tax
legislation passed in 2007 and 2008 and during the Comprehensive Review of Town
Operations (CRTO).

The above forecast includes the following adjustments to the baseline assumptions:

The first year savings from the early retirement buyout

The elimination of extraordinary longevity

The elimination of the PB Cats donation

The conversion of the driver/delivery person from full time to part time with no
benefits

Reduction of fuel costs from the FY09 budget which were forecasted using a price per
gallon of over $4

The reduction of 3 police officers with no reduction of community protection
Reclassification of an evidence/property specialist to an assistant position

Elimination of an administrative assistant position in the detective bureau

The reclassification several of positions within public works to lesser pay grades
Elimination of a laborer position to be replaced with a temporary contract position
Elimination of the Risk Assistant position in the Town Manager’s Office

Addition of debt service for the Town Hall project on the Revenue Note issued in FY09

L] e o @ o

The Town of Palm Beach has made public safety a community priority. The above
reductions in police officers do not represent a reduction in service levels. Chief Reiter and
the two Majors have recommended the elimination because they have operated with 77 or
fewer sworn officers (out of 80 authorized officers) for 4 years and the level of service
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delivered to the community has not been negatively affected.

Overall, the forecast expenditures increase by an average rate of 2.57% during the forecast
period. The chart on the following page shows the forecasted expenditures by category for

the forecast period.

General Fund Expenditures
FY2009 - FY2013

2009
2010
2011
2012
2013

Millions

[ contractual
[[] Commodities

[E salaries and Wages

[ Employee Benefits [ Library

B Capital Outlay

B Transfers

The General Fund revenues increase by an average annual rate of 1.23% which is less than
the expenditure increase. This indicates that in FY12 - FY13, there are deficits that will
need to be addressed. The chart below shows the revenues for FY09 - FY13 and the

estimated millage rate for the forecast period.

General Fund Revenue Forecast
FY2009 - FY2013
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The following items are NOT included in the forecast for FY10:

. No competitive pay increase for employees ($300,000 for each 1%)

. No increase to bring the police officers salaries to #1 in county ($380,000 for 6% to
stay ahead of Palm Beach Gardens)

. No funding for Reach 8 financing or other coastal projects or debt service

. No additional funding for capital projects over the FY09 baseline amount

15



16

Forecast Summary

If the above items were added to the FY10 forecast it would cause either an increase in the
millage rate or force a reduction in the current service levels.

The raises for police officers and a competitive pay increase for all employees would cause a
millage rate increase. The approximate cost of the potential 6% increase to bring the police
officers to #1 in the County would be $380,000. The approximate cost for each 1% general
pay increase for all employees would be $300,000. At this time, we are not aware of the
amount, if any, of across-the-board salary increases that will be granted by other local
governmental employers for FY10. We know that the third year of the Palm Beach Gardens
police contract calls for a 6% increase for all officers, which would cause the Town'’s officers
to fall out of the #1 status. At this time we expect the Palm Beach Gardens contract to be
honored.

The Reach 8 financing proposal will be presented at the March 10" Town Council meeting.
The amounts below represent the estimated debt service on a revenue note that would be
issued late in 2009 (during FY10) with debt service payments commencing in FY11.

Reach 8

FY10 FY11 FY12 FY13
Current Forecast 66,600,083 66,521,715 70,772,286 75,196,000
Reach 8 Financing 0 2,130,263 2,130,263 2,130,263
Millage Rate 3.2548 3,3687 3.3217 3,3183
% Increase 0.11% 3.50% -1.39% -0.10%
(Decrease) Over
Prior Year

The future coastal cost estimates shown in the chart on the following page were based upon
estimates prepared in FYO7 for the coastal program. Three scenarios were presented: a
minimum program which included monitoring and renourishment of Mid Town in the future,
at an estimated cost of $2,500,000 per year, a mid-range program that included
renourishment of Mid Town and Reach 7 in the future and monitoring programs, at an
annual cost of $6,500,000. And a maximum program that included the renourishment of
Mid Town and Reach 7 and also Reach 5 at an annual cost of $8,500,000. These figures are
provided again at this time for order of magnitude purpose only. Staff will prepare new
estimates for the options recommended by the Shore Protection Board in the months ahead.




Forecast Summary

Coastal Program Scenarios

FY10

Over Prior Year

FY11 FY12 FY13
Current Forecast 66,660,083 | 66,521,715 | 70,772,286 | 75,196,000
Coastal Projects 2,500,000 2,500,000 2,500,000 2,500,000
$2,500,000 PY
Millage Rate 3.4403 3.3953 3.3475 3.3434
% Increase (Decrease) 5.82% -1.31% -1.41% -.12%
Over Prior Year
Coastal Projects 6,500,000 6,500,000 6,500,000 6,500,000
$6,500,000 PY
Millage Rate 3.7371 3.6834 3.6273 3.6150
% Increase (Decrease) 14.94% -1.44% -1.52% -.34%
Over Prior Year
Coastal Projects 8,500,000 8,500,000 8,500,000 8,500,000
$8,500,000 PY
Millage Rate 3.8855 3.8275 3.7672 3.7508
% Increase (Decrease) 19.51% -1.49% -1.58% -.43%

The costs for the 20 year plan shown in the chart below were based upon the plan presented

to the Public Works Committee which showed a ramping up of the PAYGO contribution. The
current forecast includes $1,817,000 per year for capital projects. The capital plan amounts
represent the amount needed each year over and above the $1,817,000. The total amount
for the capital program levels off in FY13 at $6,125,000.

20 Year Capital Plan

FY10

Over Prior Year

FY11l FY12 FY13

Current Forecast 66,600,083 66,521,715 70,772,286 75,196,000

20 Year Capital Plan 1,458,000 2,308,000 3,308,000 4,308,000
Millage Rate 3.3630 3.3815 3.4041 3.4662
% Increase (Decrease) 3.44% .55% .67% 1.83%
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Forecast Summary g.“

As indicated in the Capital Funds Forecast section of the document, there is an annual
shortfall ranging from $283,000 in FY10 to $483,000 in FY13 for the current 5 year
program, for a total of $1,732,000 over the four year period. The annual forecast kept the
annual general fund contribution to the capital fund equal to the FYO9 budgeted amount.
The Town Council may wish to consider reserving a portion of the excess fund balance
($1,732,000) to allocate to capital projects on an annual basis.

As the above charts indicate, the millage rate increases for some of the scenarios in the first
year can be substantial. In fact, if one of the two large PAYGO coastal plans were adopted,
a unanimous override would be required to increase the millage rate, since the increase
would be well over a 10% increase over rolled back.

The Town is in a strong financial position to be able to endure the current revenue shortfalls
without extensive cuts in service levels. However, adequately funding the capital needs of
the Town will require tax increases, with or without the issuance of debt, or would require
deep cuts to operating costs and service levels. ;

Planning for the FY10 Budget

The Long Term Financial Plan is a baseline forecast. It is not a budget. During preparation
of the FY10 proposed budget over the next several months, staff will work hard to identify
additional opportunities to improve the bottom line projections contained in this report.

If the Town Council would like to explore additional cost reductions to offset the capital costs
outlined above, staff can update the CRTO, including the review of benefits, for the Town
Council to determine which cuts to service levels or benefit costs should be implemented or
explored further. Since the baseline forecast has been established, staff can prepare
different models based upon parameters chosen by the Town Council.

We look forward to working with the Finance and Taxation Committee and the full Town
Council to effectively finance the Town's short-term and long-term needs.
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General Fund Trend Analysis

Financial Trend analysis assists the Town in evaluating its financial condition. The trend
analysis describes the fluctuations in the major categories of General Fund revenues and
departmental expenditures. The trends present a picture of the Town’s financial strengths
and weaknesses and allows staff to identify emerging issues before they become serious
problems.

General Fund Revenue Trend

Revenues determine the capacity of a municipality to provide services. Important issues to
consider when reviewing revenue trends are growth, flexibility, diversity, reliability and
administration. Revenues should grow at a rate equal to or greater than the combined
effects of inflation and expenditures.

Ad Valorem Tax Revenue
Ad valorem tax revenue has been steadily increasing since 2000. At the same time the total

millage rate has decreased. Since 2000, the Town's taxable value has increased from
$5,428,850,566 to

0,

?nlciéggfggéggoggg ;od Taxable Value and Millage Rate Comparison

valorem revenue has - —— 48
increased during the same - . 4
period from $22,587,000 - i 2
to $42,542.921 (88%
increase), while the total
millage rate has declined
from 4.6452 in FYOO to a ‘ I
millage rate of 3.2512 (a ot | At e e e il 5
decline of 30%) for the 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

FY09 Budget. B8 Taxable Value®= Millage Rate
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Increases in taxable value
have been due to the Ad Valorem Revenue

following factors: As a Percent of Total Revenue

Numerous development 50 —
and redevelopment
projects in the Town,
significant increases in the
market values of water-
front properties, and
significant increases in the T P B P i )
market values of all other 2000 2001 2002 2003 2004 2005 2006 2007 2008
homes in the Town. Even Fiscal Year Ending

during the downturn in the [ Ad Valorem Revenue =#— Percentage of Total Revenue
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General Fund Trend Analysis

value increased 8% from FY2008 to FY2009. Ad valorem tax revenue accounts for 63% of
total General Fund revenue. In FY09 most municipalities in Palm Beach County experienced
a decline in taxable value, Palm Beach was one of a few town’s that showed an increase.
Even though the trend for taxable value has shown large increases over the past 10 years,
we do not expect this trend to continue in the near future. We expect taxable value for
FY10 to be flat or decline,

Current State law caps all local government millage rates at the rolled-back rate (rate that
produces the same taxes as the prior year, exclusive of taxes from new construction) plus
growth in personal income. For the upcoming fiscal year, the personal income growth
amount is 2.57%. Estimates from the State of Florida show personal income growth
decreasing to 1.4% for FY11 and 1.3% for FY12 then increasing to 2.7% for FY13.

Non Ad Valorem Tax Revenue

Utility service tax and
franchise fee revenue have
experienced stable growth
until recent years. The
communications services tax

Non Ad Valorem Taxes
As a Percent of Total Revenue

5
has declined since it was 5
instituted in 2002, but has 2,
increased in FYO8 and FY09 2
due to an audit of the e
address database ;
reallocated revenues ° 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
between municipalities in Fiscal Year Ending

the state. In FY2009, the
budgeted revenue for
franchise fees anticipates a
slight decrease with budget amounts comparable to FY07 year end actual amounts. Utility
service taxes in total have decreased based upon anticipated decreases due to the downturn
in the economy. Sales and use tax decrease in FY09 due to the economy and is expected to
decrease further in FY10.

I sales and Use [l Franchise Fees [ Utility Service Tax [J % of Total Revenue

Non-ad valorem taxes have decreased as a percentage of total revenue during the past 10
years with a slight increase in FYO6 and FYO8. Non-ad valorem taxes represent 10.5% of
total General Fund revenue. Total non ad valorem tax revenue is anticipated to decrease by
8% in FY2009. Non ad valorem taxes represent the second largest source of revenue.
Future revenues are expected to remain stable based upon recent trends.

License and Permit Revenue

License and permit revenue includes: occupational licenses, building permit revenues and
parking permits.

Since FY2000, revenues from licenses and permits have maintained historically high levels,
The year-end estimates for FY2008 are higher than had been anticipated in the budget due
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to additional
redevelopment projects.
FY2009 revenues have
been budgeted
conservatively and are
based on projects that are
expected to be constructed
in FY2009. In 2007, a rate
study was completed and
many of the building
permit rates were
adjusted. Additional fees
have also been added in
recent years. Business

License & Permit Revenue
As a Percent of Total Revenue

(=— 17.00%
- 16.00%

11

Millions
mi =g
|

2005
Fiscal Year Ending

2000 2001 2002 2003 2004 2006 2007 2008 2009

Business Licenses [] Building Permits [ll Other Licenses, Fees and[] % of Total Revenue
Permits

license revenues are expected to remain stable for FY2009.

License and permit revenues currently represent 8% of total General Fund revenues. The
current economic environment is causing revenues from permits to decline. For fiscal year
09 to date, building permit revenue is significantly lower than the same period in FY08. This
revenue source can be dramatically affected by economic conditions and has the potential

for volatility.

Intergovernmental Revenue

Intergovernmental revenue
includes revenue received
from Federal, State, County
and Local Government
sources. Revenues from
the State of Florida sources
include State revenue
sharing, local government
sales tax, and alcoholic
beverage licenses. Local
revenues include
occupational license
revenue, Palm Beach
County 911 reimbursement.

Intergovernmental Revenue
2000 - 2009

Millions

2000 2001

2002 2003 2004 2005

Fiscal Year Ending

2006 2007 2008 2009

[ State Shared Revenue Il Grant Revenue [l Local Shared Revenue

Federal and State grants are also included in this category.

In FY2000, the Town received $558,918 from the City of West Palm Beach for a settlement
agreement on the East Central Regional Wastewater Treatment Facility and $201,619 from
FEMA for funding for storm recovery. The spike in revenues for FY04 through FY06 is due to
reimbursements from FEMA for the hurricane recovery efforts. Since FYO06, the revenues
have been stable with no measurable increases or decreases, however, the recent economic
downturn has caused sales tax and revenue sharing revenues to decrease for FY09. For
FY09, the Town expects to receive approximately $110,000 from the Palm Beach County
911 Reimbursement fund and $73,600 has been included in the budget for anticipated grant
receipts. Revenues from intergovernmental sources equal 1.9% of total General Fund
revenue and are expected to decline for the next few years.
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Charges for Services

The Town charges for
various services, including
public safety fees, solid
waste fees and parking
meter collections. The most
significant source of
revenues in this category are
from public safety special
assignment charges, EMS
fees and solid waste disposal
fees. The fees for special
assignments for police and
fire were increased in FY06
and again in FY09 to cover

Charges For Services
2000 - 2009

3,500
3,000
2,500
2,000
1,500 i
1,000

Thousands

2000 2001 2002 2003

2004 2005 2006 2007 2008 2009
Fiscal Year Ending

[l Public Safety [l Physical Environment[l] Transportation [] General Government

the costs of providing the service. In FY03, two new fees were established, an EMS
transport service fee and a direct connect alarm service fee. EMS fees increased by 104% in
FY06 due to improved collections of delinquent accounts. After FY06 the fees have

remained stable. In FY06, new fire prevention fees were adopted that generated $50,600

for the first year revenue and in FY09 $101,600 has been budgeted for these fees.

False

alarm fees were increased in FY08. Solid waste revenues are anticipated to increase by 9%
in FYO9 due to an increase in fees. Revenues from parking meters increased in FY08 due to
a fee increase. Parking meter fees are expected to decline in FY09 due to the removal of
meters in various locations throughout town and less demand due to the economic
downturn. Revenues for charges for Town services are 4.7% of total General Fund

revenues.
Fines and Forfeitures

Fine and Forfeiture revenue
includes traffic violation
fines and penalties, parking
fines and penalties and
code enforcement violation
fines.

Parking fine and penalty
revenue has not maintained
a stable trend.

Fluctuations are due to
increases in the fine
amounts in FYO1 and FY08.

Fines & Forfeitures
2000 - 2009
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1,000

Thousands

500
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B Parking [ Traffic [l Code Enforcement [] Other

Other increases were due to improved collection efforts by a new collection agency
especially for out of state parking tickets. The Town’s code enforcement efforts since FY06
have resulted in the increased revenues. Many large code enforcement fines have been
collected. Fines and Forfeitures represent 2.3% of total General Fund Revenue.
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Investment Income

The trend in Investment
income for the past 10 years Investment Income
has been very volatile. 2000 - 2009

Interest rate fluctuations are
the main cause of the volatility.
From FY2002 through FY2004
historically low interest rates
caused investment income to
decline and due to the current
low rates we expect investment L e—
income to decline again. In
FY2003 the Town Council
approved the formation of an
Investment Advisory
Committee. This committee was instructed to develop an investment plan for Town surplus
reserves. The committee recommended that a portion of the Town'’s reserves be invested
with the Florida League of Cities Investment Pools. The Town had the remaining balance of
the surplus investments with the State Board of Administration Investment Pool. The Town
liquidated this investment prior to the State freezing the pool late in 2007. The funds were
transferred to the Evergreen Investments Institutional U.S. Government Money Market
Fund.

Thousands

2002 2003 2004 2005 2006 2007 2008 2009
Fiscal Year Ending

B Investment Income | Annual Investment Return

As of September 30, 2008, investments the Florida League of Cities pool has returned
5.02% on the 1 - 3 Year Bond Fund and 6.16% on the Intermediate Bond Fund and the
Evergreen money market fund earned 2.25% to produce a blended yield of 3.37%. For
FY2009, an interest rate of 2.5% was used to calculate the budgeted amount for investment
income. Based upon the current market environment, budgeted revenue may not be
achieved for FY09. Investment income represents 1.8% of total General Fund revenue.

Miscellaneous Revenue

Miscellaneous revenue includes
rents and royalties, sales of
fixed assets, and other revenue.
The spike in miscellaneous 2600f _ ]
revenue in FY2004 is due to the 2,000
sale of Town owned property ::‘;2 |
located at Pike Road. In 5D
FY2003, the Town entered into

Miscellaneous Revenue
2000 - 2009

Thousands

o ,
a lease for roof space with 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
Nextel Communications. This is Fiscal Year Ending

in addition to the lease with B Rents and Royalities [[] Miscellaneous Revenue

AT&T for cellular towers.
Estimates for FY2009 are
expected to remain stable. Miscellaneous revenue represents .5% of total revenue.
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Revenue Trend Summary and Conclusion

Total General Fund Revenues have increased at an average annual rate of 4.7% since FYOO.
This trend is due to increases in ad valorem revenue, building permit revenues, and fine
revenue. One time revenues in FY2004 for the sale of Town owned property and FEMA
reimbursements in FY2004 through FY2006 also contribute to increase the annual average.

Total General Fund Revenue Trend
FY2000 - FY2009
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The trend for ad valorem revenue has been increasing even with a decreasing millage rate
due to significant increases in the value of property and a stable population base. Overall,
the non ad valorem revenue trend has been stable. The FY2009 budget represents
conservative estimates for non ad valorem revenues.
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General Fund Expenditure Trend Analysis

Expenditures are a rough measure of a municipality’s service output. When looking at
expenditure trends, indicators of potential problems may include: Excessive growth of
overall expenditures as compared to revenue growth, an undesirable increase in fixed costs,
decline in personnel productivity, ineffective budgetary controls, and excessive growth in
programs that create future expenditure liabilities.

A municipality should consider its ability to adjust its service levels to changing conditions.
Ideally, a municipality’s expenditure growth should not exceed its revenue growth rate and
the government should have maximum flexibility to adjust spending.

General Fund Expenditures

For FY2009, the total General Fund budget increased by 4.7% which includes transfers from
fund balance for one-time expenditures. The General Fund operating budget increased
2.5% over FY2008. Increases in the FY2009 budget relate to employee pay for
performance and competitive pay increases, the cost of the first year of the early retirement
buyout, increases in health care costs, increases in fuel costs, and transfers to the Coastal
Protection Fund for pending litigation. Expenditure increases in FY2001, FY2002 and
FY2003 were due in large part to the transfers to the Capital Improvement Program for
drainage projects, transfers to the Coastal Protection Fund for beach projects, and transfers
to the Debt Service Fund. In FY2004 and FY2005 expenditures related to the response to
and recovery from Hurricanes Frances and Jeanne caused expenditures to increase by over
$6,000,000. Over the 10 year trend time-line, pension costs have increased from a low of
$1,054,861 to a high in FY08 of 47,506,403 a 611% increase. In FYO9, retirement costs
decreased by $636,848. Since 2000, a total of 21.87 FTEs have been added to the budget.
Twelve of the additional personnel were in the Fire-Rescue Department. Many of the
expenditures for capital projects were financed with transfers from fund balance. A
significant portion of the expenditures related to the hurricanes have been reimbursed from
FEMA and state sources. Overall, expenditure increases have not caused the millage rate to
increase. In fact, since FY0O, the total millage rate has decreased from 4.6452 to 3.2512
(30%).

General Fund Expenditure Trend
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Departmental Expenditure Trend Analysis

Legislative

The legislative program includes _ X

funding for the Mayor and Town Legislative

Council and for interaction with other $14

government related agencies. The $12

Legislative budget in 2002 increased $10

due to costs associated with the e

formation of a Strategic Planning 5 *° %

Board. This board released its report in | 38 ¥6° = ialE
FY03. The budget remained higher . e i
than in the past due to expenditures $20{— T H _ H o oH H H
relating to lobbying services. In FY09, solliinl o [l e e LI e e
the Town Council directed an increase 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
in the lobbying budget for additional Fiscal Year Ending

services in Washington. The legislative
program represents .17% of the total General Fund Budget.

General Government

The General Government budget
represents the cost of general
government services and activities
which are not specifically or reasonably
classified elsewhere within the AR
departmental program classifications. — |
This program was established with the =N -

FY05 budget and prior year activity was 500 | | | | I
transferred out of miscellaneous
programs to the General Government : 7 ; , : 4 ; ;
program. This prog ram funds 2002 2003 2004 2005 2006 2007 2008 2009
compensated absence pay-outs, the Fiscal year Ending

extraordinary longevity program (which

has been eliminated for FY10 and beyond), annual report and calendar, holiday decorations
and the July 4' celebration. In FYOS5, initial pay-outs for compensated absences, a citizen
survey, and a compensation study were included in this budget causing the large increase in
expenditures. Decreases in the compensated absence pay-outs for FY2006 is the cause for
the decrease in expenditures. In FY09, the first year cost of the retirement buyout is
included in this program which caused the large increase. The buyout was funded with a
transfer from reserves rather than through operating revenues. The compensated absence
pay-outs also are funded from reserves. General Government expenditures represent 2.7%
of total General Fund expenditures.

General Government
2,00

Thousands
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Town Manager’s Office

The Town Manager’s budget includes R .
expenditures related to administration Town Manager's Office
and advice and litigation. The spike in $1,500
expenditures in 2000 was related to the
legal fees for the negotiation of the new
cable franchise agreement with the
cable company. Expenditures for

FY08 increased from FYO7 due to
expenditures related to advice and
litigation. The Town Manager’s Office
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expenditures represent 1.9% of 2001 2003 2005 2007 2009

General Fund expenditures. Fiscal Year Ending

Information Systems

Increases from 2001 through 2005

have been due to the centralization of
IS related expenditures. The increase 50074
in FY2002 was due to the consolidation

Information Systems

2,000
of all computer hardware and software | ,
purchases within the department rather E 1,500 7
than in each individual department. E ey

The increase in FY2003 was due to the

consolidation of the telephone fixed 500

costs and internet costs into the i

Information Systems budget. In ° 2002 | 2004 | 2006 2008
FY2004, all software maintenance 0o 2003 eAs 2002 R

expenditures were moved to the IS acli B

budget. The centralization of these

expenditures will make spending trends easier to monitor and manage. In FY2006,
Information Systems expenditures increased due to funding for the initial implementation of
a new software system including additional equipment related to the implementation. The
new financial software and other components related to building permits were implemented
in FYO7 and FYO8. New software for Public Safety is planned for FY09 and FY10. Information
Systems expenditures represent 3.2% of total General Fund expenditures.

Human Resource Department Human Resource Department

The Human Resource Department 23 —

budget for FY09 will decrease 8.5% » 6004 i I
from the FY08 budget. This decrease is | E 50%=]| ] i i L
due to cuts made in recruiting and o I I I |
training. In FYO5, the increase is due F 200 i 1 i

significant recruitment expenditures 100 i i i H
due to numerous retirements. Human 0 oo0 | 2002 ' 2004 | 2006 | 2008
Resource expenditures represents 1.1% 2001 2003 2005 2007 2009
of the total General Fund Budget. Fiscal Year Ending
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Finance Department

The FY09 budget for the Finance
Department, which includes the
Purchasing Division and the Town
Clerk’'s Office, increased by 2.7% due to
increases in the costs of employee
benefits, the pay for performance plan
and competitive pay increases.
Increases throughout the decade have
been mainly due to salary and benefit
increase and increases in audit fees,
bank fees and other contractual
expenses. The Finance Department

Finance Department

Thousands

Rt e Ve
2003 2004 2005 2006 2007 2008 2009
Fiscal Year Ending

represents 2.9% of the total General
Fund budget.

Planning, Zoning and Building Department

In FY06, the Planning, Zoning and
Building Department (PZ&B) budget
increased by 15.4% due the expansion
of the Fire Prevention program including
the addition of 3 additional personnel.
A part time code enforcement officer
was also added to the budget. In FYO08,
the code enforcement division was
established and personnel from the
police department were charged to this
budget to expand the code enforcement
efforts. The increase in FY2002 was

Planning, Zoning and Building
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related to the addition of a contractual
engineer and the addition of a scanner.
Planning, Zoning and Building Department
General Fund budget.

The Fire-Rescue Department

expenditures represent 6.17% of the total

The increase in FY03 was due to the
addition of 4 new positions to improve
emergency response service. The
increase in FY2004 was due to the
addition of three shift commander
positions, increased salary and wage
costs and a significant increase in
employee benefit costs. FY2005
expenditures increased due to
significant overtime from hurricanes
and shortages in staffing. The increase

Fire-Rescue Department
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in FY06 is due to funding for the
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purchase of SCBA equipment and increases for pay for performance, competitive pay
increases and increases in employee benefit costs. The increase in FY07 was due to
significant increases in retirement costs. Increases in FYO8 include salary and benefit
increases and increases in depreciation for the modification to the equipment replacement
program. Fire-Rescue Department expenditures represent 17.9% of the total General Fund
budget.

The Police Department
Police Department
Increases in FY04 and FY05 were due to _—
overtime related to the hurricanes. In 1
FY06, Police Department expenditures
increased due to the funding for a radio
system. In FYO8, funding for the
electronic chalking for parking
enforcement was included in the budget. ss
Police Department expenditures
represent 23.8% of the total General oLl R R S ] TR SSSE |E
Fu nd budget 2000 2001 2002 2003 2004 05 2006 2007 2008 2009

Fiscal Year Ending

$15+

$10

Millions

The Public Works Department

The increase shown in FY03, is due to the
consolidation of all building maintenance Public Works Department
accounts into the Public Works budget. In

FY04, the increase is due to higher $2°7

employee benefits costs and the cost to $15

implement the expanded lethal yellowing i

plan. FY05 expenditures increased due to é $10

overtime related to the hurricane efforts, =

and the addition of an additional Assistant s

Director position. The FY06 increase is s

due to the addition of two new positions, 2000 2002 2004 2006 2008

a Mechanic and Equipment Operator, 2001 2003 2005 2007 2009
which were necessary to maintain the Fiscal Year Ending

additional stormwater pump stations. In
addition, increased employee benefit costs, increases for the pay for performance plan and
the competitive pay increase also caused the public works budget to increase. The increase
in EYO8 was due to the purchase of a parking kiosk system, and the contractual costs for
coastal projects was included in the budget. In FY09, the decrease is due to the transfer of
the contractual costs for the coastal projects to the coastal protection capital fund. Public
Works expenditures represent 21.6% of the total General Fund budget.

Transfers to Other Funds

The transfer to other funds increased in FY09 by 16.3%. A summary of the transfer
variances is outlined below:

e  The transfer to the Internal Service Fund for Risk Management (property, liability
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and workers compensation)
decreased by $474,000 (19.8%) Transfers to Other Funds
due to decreases in insurance $20
costs.

e The transfer to the Capital " —
Improvement Fund decreased by g s10] —
$279,000 (13.3%). £

e A transfer to the Coastal Protection 1 |
Fund of $2,000,000 was added to P I VIS | SN S S R S I
the FYOg bUdQEt fOl' pending S 2001 R 2003 e 2005 = 2007 . 2009
htlgatlon' Fiscal Year Ending

e The transfer to the debt service
fund increased by $138,000 (3.8%)
e The transfer to the OPEB trust fund increased by $183,000 (12.5%).

The substantial increase for FY01 through FY03 was due to transfers to the Coastal
Protection Fund for beach renourishment debt service, transfers for the drainage
improvement projects, the transfer to establish the equipment replacement fund, and
transfers to the Revenue Bond debt service fund. The decline in FY04 was due to a decrease
in the capital improvement fund transfer for drainage. The increase in FYO5 was due to
additional funding for the Town Hall renovation project. In FY06, the increase was due to
the additional funding transferred to the equipment replacement fund for the modification
from acquisition cost to replacement cost funding. The most significant increase in FY09
was for the transfer to the coastal fund which was funded from reserves. Transfers represent
16.3% of the General Fund budget.

General Fund Expenditure Trend By Type

Since 2000, total expenditures have increased at an average annual rate of 6.98%.
Expenditures early in the decade increased substantially due to the capital improvement
projects for drainage, the costs associated with the Coastal Protection project, Town
facilities projects, the transfer to establish and enhance the equipment replacement reserve,
the transfer to the compensated absence reserve and hurricane response and recovery
costs.

The five year average increase (FYO5 through FY09) in expenditures, by type is summarized
below:

Expenditure Type 5 Year Average

Annual Increase

Salary & Wages 5.91%
Employee Benefits 7.27%
Contractual Services 4.35%
Commodities 7.64%
Capital Outlay 16.98%
Other - Transfers to other funds 11.81%




General Fund Trend Analysis

Salary and Wage increases are due to across the board competitive pay increases, step
increases (for police officers and firefighters) and pay for performance increases (for civilian
employees) and 4.12 new positions during the 5 year period. Increases due to
compensation studies and the establishment of the compensated absence reserve have also
added to the average increase. The overtime related to the hurricanes also increased wages
during FY2005. The chart illustrates the full time positions by department for FY0S.

Authorized Full Time Positions
FY2009
Total 410.39

Kruesler Park
22 1 Town hganagar

OPEg! g’rust
Health Ié;
i Human Resources
495
Recreation EF i F;'}?Sge
278 PZ&B
/7 2025
B

Public Works
101.46

\\_ Fire-Rescue
BO.S

Police J
12825

Employee Benefits increases are due .
to increased funding for Retirement fﬂ;’f,'ﬁ,}’;ﬁif;}lﬁf\;?fgf a
Funding and Health Insurance and & S
increases in personnel. Retirement |
funding since 2005 has increased a total n \, | s
of $2,576,886 (37%). Health insurance 10-| N s
funding also increased during the g NG st
period. The establishment of the GASB s B i1 [
required OPEB trust in FYO7 caused the .l a W .
annual contribution to retiree health n ™ 00
care to increase by $1,068,720 or 28%. 0 : s : ik X 45.00%
Due to the increases in retirement and 2005 2006 2007 2008 2008
health insurance funding, employee SN g Domer PSSR TS s
benefits as a percent of salaries and
wages has increased in FY07 and FY08 Salary and Benefit Expenditures
to a high of 53%. Decreases in As a Percent of Total Expenditures
retirement funding in FY09 caused the 5 e
ratio to decrease to 49%. T ——1 '

40 v —T - 62.00%
Total Salary and Benefit costs are a g sonE by mooom e 60.00%
significant portion of the total General = 2ol f e 18 | e 000k
Fund Budget. Since FY2005 the costs of oINS 1oe 1) | T
salaries and benefits have increased oll R : o "54'00/
from 56% to 63% of total expenditures ' ST - ' gl
for FY2009. In total, salary and benefit Gy pucs, GRS B
costs increased 10% for FY2009. [] Salaries and Benefits === Percent of Expenditures
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Contractual Services include legal advice,
consulting services, electricity and water
costs, sewage treatment, solid waste
disposal costs, building maintenance,
landscape contracting, software
maintenance and the comprehensive plan.
The Contractual Services average increase
has been higher than normal in recent years
due to hurricane response and recovery
expenditures in FYO5 and FY06. In FYO09,
contractual expenditures decreased by
7.8% due primarily to cuts in the coastal
protection program. If you back out
hurricane expenditures the 5 year average
increase is .79%.

The FY06 increase in commodities can be
attributed to increased fuel costs and
funding for the first year implementation of
a new townwide software program.
Significant cuts in the FY09 budget offset by
higher fuel costs led to a net 1.5% decrease
in the commodity expenditures.

Capital Outlay expenditures primarily
represent depreciation charged to each
department for the equipment replacement
fund. Also, new equipment purchases that
do not replace existing equipment are coded
to these accounts. In FY06 a new police
radio system was purchased and in FY0S8,
the increase is due to the modification of the
equipment replacement fund from
acquisition cost depreciation to replacement
cost depreciation. In addition, new parking
kiosks and an electronic chalking program
were implemented.

Transfers and other expenditures has
increased by an average of 11.8% since
FY05. In FYO06, a transfer to the equipment
replacement fund for the cumulative cost of
the modification from acquisition cost to
replacement cost depreciation funding. In
FY09 the increase was due to the $2 million
transfer to the coastal projection fund for the
pending litigation.
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General Fund Trend Analysis

Historical Summary of Authorized Positions
Since FYOS there has been an increase of 4.13 FTEP personnel included in the budget. This
represents a 1% increase. The table below indicates the number of authorized positions by

Department since FYO5:

FY2005 FY2006| FY2007 FY2008| FY2009
Town Manager 6.00 6.00 6.00 6.00 6.0(
Information 6.00 6.00 6.00 6.00 6.0(
Systems
Human Resources 4.90 4.90 4.90 4.90 4.99
—— 18.00 18.00 18.00 18.00 17.94
lanning, Zoning and 24.50 27.50 27.50 29.00 29.21
uilding
lFire-Rescue 79.50 80.00] 80.00 80.00 80.5(
Police 131.00 131.00; 131.00 129.50 129.25
bubiic Works 99.74 101.88 101.80 101.91 101.5(
Capital Fund 1.00 1.00 1.00 0.00 0.04
baciaation EE 29.83 30.28 32.23 29.17 29.7(
Risk 2.00 2.00 2.00 2.00 1.5(
Health 1.60 1.60 1.60 1.60 1.1(
PEB Trust 0.00 0.00 0.00 0.00 0.5(
vileElar Park 2.20 2.20 2.20 2.20 2.2(
[rotal 406.27 412.36 414.23 410.28 410.4C

A summary of the 4.13 new positions that have been added since FY2005 by Department

include:

Human Resources (.05)

® Change in Allocation of personnel to Health and OPEB Trust

Finance (-.05)

@ Allocation of personnel to OPEB Trust (2009)

Planning, Zoning & Building (4.75)

. 2 Fire Inspectors (2006)

. Administrative Secretary Fire Prevention (2006)

. 2 Support Services Captain from Police (2007)

. 1> Support Services Sergeant from Police (2007)

. 1 Parking/Code Enforcement Specialist from Police (2007) Increase to .75 in (2008)
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Fire-Rescue (1.0)
. Part Time Mechanic’s Assistant (2009)

Police (-1.75)

. 1> Support Services Captain to Code Enforcement (2007)

¢ /> Support Services Sergeant to Code Enforcement (2007)

C V2 Parking/Code Enforcement Specialist to Code Enforcement (2007)Decrease to .75
(2008)

Public Works (1.76)

. Mechanic 1 (2006)

. Equipment Operator (2006)

J Transfer of FTE Allocation to LSEF .26 FTE

. Transfer of Construction Manager from Capital Fund to Public Works (2008)
¢ Reduction to Part Time Mechanic (2009)

. Reduction of Laborer (2009)

Capital Fund (-1.0)
. Transfer of Construction Manager from Capital Fund to Public Works (2008)

Recreation Enterprise Fund (-.13)

Increase in Part Time Personnel .88 FTE

Decrease in Public Works Allocation -.26 FTE

Recreation Supervisor (2007)

Conversion of Tennis Pro from employee to contractual (2008)
Elimination of a Registration Clerk -.75 (2008)

Risk Fund (-.5)
. Administrative Secretary - full time to part time (2009)

Health Fund (-.5)
. Transfer of personnel allocation to OPEB Trust

OPEB Trust (.5)
. Transfer of personnel allocation from Health Fund
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Debt Service Fund Trend Analysis

General Obligation Bond

General Obligation Bonds offer maximum security to investors through the pledge of the
municipalities full faith and credit, which for the Town of Palm Beach requires voter
approval. The Town has a 5% debt limit as a percent of assessed valuation per Section 7.01
of the Town Charter.

The Town does not have any outstanding General Obligation Debt at this time.
Revenue Bonds

In FY2000, the Town Council approved the issuance of Revenue Bonds for the purpose of
funding the Coastal Protection Project. The proceeds of the Bonds are to be used for beach
improvement, restoration and renourishment through the placement of sand and possible
construction of groin fields and environmental mitigation for beach stabilization in allor a
portion of the beaches located in the Town.

In FY2003, the Town Council approved the issuance of Revenue Bonds to refund the 2000
Revenue Bonds at a lower rate and for the issuance of $6,130,000 for Town facilities
projects, including the construction of the central fire-rescue station and the renovation of
Town Hall.

The Revenue bonds are special obligations of the Town payable solely from and secured
solely by the pledged revenues. Pledged revenues shall mean (a) Town monies, (b) any
proceeds of bonds originally deposited with the Town and all monies deposited and held
from time to time by the Town in the funds and accounts established under the Resolution,
in each case until applied in accordance with the Resolution, (c) investment income received
by the Town in the funds and accounts established under the Resolution, and (d) any other
monies received by the paying agent in connection with repayment of the bonds.

Town Monies shall mean the monies budgeted and appropriated by the Town and deposited
into the Sinking Fund or any other Fund established by the Resolution, from Non-Ad
Valorem Revenues pursuant to the Town’s covenant to budget and appropriate Non-Ad
Valorem Revenues, contained in the Bond Resolution.

The Debt Service Reserve requirement shall equal the lesser of (i) one hundred twenty-five
percent (125%) of the average annual amount of debt service on all series of bonds
outstanding for the current fiscal year or any future fiscal year, (ii) ten percent (10%) of the
respective proceeds of each Series of Bonds, or (iii) the maximum annual aggregate debt
service on all Series of Bonds outstanding for the then current fiscal year or any future fiscal
year.

The Town has covenanted that in each fiscal year of the Town, while the Bonds are
outstanding, the total Non-Self-Supporting Debt service due for the fiscal year of the Town
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shall not exceed 50% of Non-Ad Valorem Revenues of the Town. In addition, the Town has
covenanted and agreed that it will not issue any indebtedness or incur any indebtedness
payable from or supported by a pledge of the Non-Ad Valorem Revenues unless the Town
can show that following the issuance of, or incurrence of such additional indebtedness, (i)
the total amount of Non-Ad Valorem Revenues will be greater than 2.00 times the Maximum
Debt Service and (ii) the total amount of Non-Ad Valorem Revenues in each fiscal year in
which Bonds are outstanding will be greater than 2.00 times the Non-Self-Supporting Debt
in each such fiscal year.

As part of the preparation for the 2003 Revenue Bond, the Town's GO and Revenue Bond
ratings were reviewed by both Moody’s and Standard & Poor’s. The Town's conservative
financial policies and strong management of its financial resources were recognized, and it
resulted in rating upgrades in both revenue and general obligation categories. Moody's
Investors Service upgraded the Town’s credit rating to Aal from Aa2 for the 2003 Revenue
bonds and confirmed the Town's Aaa GO rating. Standard and Poor’s upgraded the credit
rating on the Revenue bonds to AA+ from A+ and upgraded the Town's GO credit rating to
AAA from AA. The AAA credit ratings are the highest ratings these two rating services issue
and represent the highest quality investment grade debt.

The revenue bond upgrades provided cost savings to the Town. Credit quality spreads in

the market enabled many of the maturities to be offered without insurance, instead using
the Aal/AA+ ratings and avoiding the insurance premium required to elevate the rating to
the insured Aaa/AAA level. As a result, insurance costs that were estimated to be $90,000
were actually only $25,394. This cost reduction was passed on to the Town in the form of
lower debt service on the new money bonds and increased savings on the refunding bonds.

2008 Revenue Note

On June 10, 2008, the Town Council authorized the issuance of a $10,000,000 bank note for
the Town Hall renovation project. A portion of the proceeds of the note, $2,000,000, was
transferred to the Coastal Protection Fund for the Sand Transfer Plan project. Payments on
the note will begin in 2011. Interest through 2011 was capitalized in the note. Payments
for FY2009 and FY2010 will be made from the capitalized interest. The revenue note is a
variable rate note priced at 63.7% of BBA LIBOR Daily Floating Rate plus 71.5 basis points.
The term of the note is for 20 years.

Debt Service Fund Trends -
Debt Service Funds
Revenue and Expenditure Analysis

The consolidated debt service funds FY2000 - FY2009

revenue and expenditures trends are 6
shown in the table. The fund’s revenues g
were comprised of ad valorem tax funds w4
for the General Obligation debt and non | & s
ad valorem funds transferred from the =,
General Fund for the Revenue Bonds’ 1- B
debt service. 0 T
2000 2002 2008
2001 2003 2005 2007 B2009S

The 1993 GO bond was paid in full in

[ Revenuve @ Expenses
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FY2005. The unrefunded portion of the 2000 Revenue Bond was paid in full in FY2005. The
2003A Revenue bond that refinanced the 2000 bond will be paid in full in FY2010. The
FY2003B Revenue bond for the Town facilities projects will be paid in full in FY2033. The
debt service payments for the 2000 and 2003 revenue bonds increased in FY2004 when the
first principal payment on the Coastal Projection Bond became due. The FY2004 increase
was offset by funds that had been accumulated in the Comprehensive Coastal Management
Plan pay as you go fund. The

pay as you go fund has been Debt Service Funds
financed by transfers from the | principal and Interest Trends
General Fund and will receive FY2000 - FY2009

intergovernmental grant funds
as components of the project
are constructed. Principal and
interest payments for the Town
facilities bond began in FY2004
and are funded from transfers
from General Fund Non Ad

Valorem Revenues. e S :
2002 2003 2004 2005 2006 2007 2008 B2009

Millions

The chart details the principal B wnterest [ Principal

and interest trends since 2000
for both General Obligation Bonds and the Revenue Bonds:

Principal payments are due on January 1, and interest payments are due on January 1 and
July 1 of each year. The revenue note requires quarterly interest payments through 2010
and then quarterly principal and interest payments through the life of the note. The annual
debt service requirements for the outstanding revenue bonds and note through 2017 are
shown below:

2003A 2003B 2008
Fiscal Year Revenue Bond | Revenue Bond | Revenue Note Total
2008 3,952,223 377,940 0 4,330,163
2009 3,955,313 379,365 250,783 4,585,461
2010 3,952,069 380,221 246,000 4,578,290
2011 0 380,578 678,325 1,058,903
2012 0 380,445 809,949 1,190,394
2013 0 379,913 795,681 1,175,594
2014 0 379,118 766,504 1,145,622
2015 0 377,972 747,698 1,125,670
2016 0 381,373 733,922 1,115,295
2017 0 379,363 720,146 1,099,509
Total $11,859,605 $3,416,925 $5,028,862 $20,305,392
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The 2003A Revenue Bond represents the refunded portion of the 2000 Revenue Bonds. The
2003A bond will be paid in full in 2010. The new bond did not extend the maturity of the
original bond.

The chart below shows the Town’s total annual debt service for FY2008 through FY2017. As
the chart shows, the debt service declines dramatically in FY2011 after the 2003A bonds are
paid in full.

Total Annual Debt Service
Fiscal Years 2008-2017

Millions

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Fiscal Year

B Revenue Note 2008 [ Series 2003B Revenue Bond & Series 2003A Revenue Bond

Legal Debt Margin

The Town of Palm Beach has a 5% debt limit as a percent of assessed valuation per Section
7.01 of the Town Charter. The following is a computation of the Town of Palm Beach Legal

Debt Margin:

Preliminary Assessed Valuation $13,773,998,042
Legal Debt Margin:
Debt Limitation - 5% of assessed value $ 688,699,902
Debt Summary

Outstanding debt as of September 30, 2008

General Fund Pledge Obligations $ 0
Non-Ad Valorem Revenue Bonds 23,205,000
Total Gross Debt $23,205,000
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Debt Ratios:

Population
Taxable Value

Total Gross Debt

9,735
$13,773,998,042
23,205,000

Per Capita

$1,414,895
$2,384

The chart below shows the ratio of total debt outstanding as a percent of taxable value.

Total Debt Outstanding

As a Percent of Taxable Value

0.60%

35

30

0.50%

254

Millions

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

[ Total Debt Outstanding =¢== Percent of Taxable Value

The chart below shows total debt service as a percentage of General Fund expenditures.

Total Debt Service

As a Percentage of General Fund Expenditures

10.00%

Millions

[ Total Debt Service

| B A, !

2004 2005 2006 2007
Fiscal Year Ending

2003

=$= Percent of General Fund Expenditures

4.00%
3.00%

2008 2009
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Town of Palm Beach

Principal Debt Outstanding

FY2008 - FY2017

Millions

-
o

B Series 2003A

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
Fiscal Year Ending

Fiscal 2003A 2003B 2008 Debt Per
Year Revenue Revenue Revenue Total Debt Capita
Ending Bond Bond Note Outstanding 9,676
2008 7,630,000 5,575,000 10,000,000 23,205,000 2,398
2009 3,885,000 5,445,000 10,000,000 19,330,000 1,998
2010 0 5,310,000 10,000,000 15,310,000 1,582
2011 0 5,170,000 9,565,000 14,735,000 1,523
2012 0 5,025,000 8,985,000 14,010,000 1,448
2013 0 4,875,000 8,405,000 13,280,000 1,372
2014 0 4,720,000 7,840,000 12,560,000 1,298
2015 0 4,560,000 7,280,000 11,840,000 1,224
2016 0 4,390,000 6,720,000 11,110,000 1,148
2017 0 4,215,000 6,160,000 10,375,000 1,072
Principal Debt Outstanding
Fiscal Years 2008-2017
25
20
15 B Revenue Note 2008
B Series 20038

Outstanding Debt Per Capita
Fiscal Years 2008 - 2017

2008 2009 2011 2012 2013 2014 2015 2016

2010

Fiscal Year

2017
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Capital Funds Trend Analysis
Introduction

The Town has four General Government Capital Funds: the Capital Improvement Program
(Fund 307), the Comprehensive Coastal Management Plan (CCMP)(Funds 308 and 309) and
the Town Facilities Project Fund (Fund 310). In addition to the General Government Capital
Funds, the Town has one Enterprise Capital Fund reported in the Recreation Enterprise Fund
(403).

Capital Improvement Program

The Capital Improvement Program (CIP) represents a multi-year analysis of financial
requirements, infrastructure needs and policy intention. The CIP provides the best
assessment of anticipated capital improvements based upon available information and
preliminary engineering evaluations and opinions. However, the changing conditions of the
Town's infrastructure require that the CIP be reviewed and revised annually to insure that
potential capital emergencies are averted and that improvements are planned in a timely
and cost effective manner.

The Capital Improvement Program incorporates the policy of “pay as you go” for meeting
the infrastructure needs of Palm Beach. This policy was adopted in 1985 and provides
benefits to taxpayers by providing for our infrastructure needs in a timely manner, at the
lowest overall cost. This funding policy will also reduce, the Town's future dependency on
bonds for capital improvements, and will enhance the long term financial stability of the
Town of Palm Beach.

Town staff recently prepared a 20 year Capital Plan and presented it to the Public Works and
Finance and Taxation Committees. The plan outlines the estimated costs associated with the
eventual replacement, not just repair and maintenance, of the Town’s aging infrastructure.
More details of the plan are included in the Capital Funds forecast section of this document.

While the Capital Improvement Program encompasses a five year period, only the first year
of the CIP is actually adopted each year by the Town Council for funding and
implementation. The out years of the CIP are not a budget, but they provide appropriate
financial information for prudent budget and planning recommendations and assist the
Town’s elected officials and management staff in the decision making process. Through
budgetary action, the first year of the CIP becomes the Capital Projects allocation which is
funded from the General Operating Budget for the Town.

The following chart reflects the Capital Improvement Program trends from FY2000 through
FY2009. Fiscal years 2000 through 2008 reflect actual expenditures, whereas fiscal year
2009 reflects budgeted amounts. The FY2009 budget year, includes the approved, but
unexpended, appropriations from prior years. Of the approximately $12,199,000 budgeted
for FY2009, approximately $8,565,000 represents unexpended carry over appropriations
from prior years. A spreadsheet detailing the numbers by project can be found at the end of
the Capital Funds Trend Analysis section.
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Prior to FY2000, Coastal Management expenditures were included in the Capital
Improvement Program. The total expended for coastal matters from the Capital Fund
between FY2000 and FY2007 was approximately $2,603,000. The expenditures related to
preliminary engineering and design for the coastal protection program and the sand transfer

plant.

Capital Program Expenditures
By Fiscal Year

$14
$12
$10
$8
$6
$4
$2 1 —

$0 LERERER
2000

Millions

$5.570 | > i e »ey |

2001 2002 2003 2004 2005 2006 2007 2008 2009

@ carry Over Appropriations[l] Annual Funding

Of the approximately $12,199,000 budgeted in FY2009, $3,879,000 is attributable to
stormwater drainage. Additional reasons for the spike in FY2009 include, as previously
mentioned, unexpended rollover money budgeted in prior years of approximately
$8,565,000 ($2,249,000 for drainage) and an additional appropriation of $1,075,000 for
sanitary sewer improvements. The chart below indicates total funds expended/budgeted
from FY2000 through FY2009 by project type.

FY2000 - 2009 Capital Program Expenditures
Total - $57,879,988

Comp. Coastal Mgmnt.

$2,602,206

4.5%

Sanitary Sewer
$9,026,363

stormwater Drainage
$30,210,301

£52.20, 15.6%
g \ Recreation
i - $1,547,283

2.7%
Water System

i $2,539,927
Police J 4.4%
$577,555 Other
1.0% $4,847,751
Town Hall 11 8.4%
$809,510 | |  Streets
1.4% L $4,098,159
Public Works 7.1%
$723,011 - Fire-Rescue
1.2%

$897,922
1.6%
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Comprehensive Coastal Management Plan

The Comprehensive Coastal Management Plan is accounted for in funds 308 and 309. Fund
308 accounts for the pay-as-you-go portion of the Beach Restoration Project. Fund 309
accounts for the Beach Restoration construction costs financed with proceeds from the 2000
Revenue Bond issued for $23,530,000 and refunded in 2003. The proceeds of the bonds are
used for beach improvement, restoration and renourishment through the placement of sand
and possible construction of groin fields and environmental mitigation for beach stabilization
in all or a portion of the beaches located in Town. The following chart reflects life-to-date

expenditures for the plan.

FY2001 - 2009 Comprehensive
Coastal Management Plan Expenditures

Total - $40,008,280

USACE Lake Worth Inlet

$300,000 1
0.7% ‘ Hurricane Response Berm
Dune Access Restoration | $1,356,094
$243,689 11 ‘ 3.4%
0.6% 1 Dune Vegetation
Legal Fees and Lobbying { T $314,229
$2,323,530 1 [ ‘ | 0.8%
5.8% " | "‘ Sand Transfer Plant Upgrade
Dune Restoration FDEP Hurr Recovery | f | {' r $2,000,000
$2,652,678 - [ 5.0%
6.6% Reach 3 & 4 Mid Town Beach
r $5,206,525
13.0%
Mid Town FEMA Reconstruction Reach 5 Banyon to Widner's Curve
$10,283,105 e 146,993
25.7% i
|\ Reach 2 Onondaga to El Mirasol
6 $346,681
\ 0.9%
\,\ Reach 8 Ambass to La Bonne' Vie
Inlet Sand Management $2’g°§5/:32

$327,382 =

0.8%

Consulting Fees |

$24,302 =
0.1% |
Regional Monitoring f
$1,449,268

3.6%

\Reach 7 Phipps Ocean Park
$10,125,673
25.3%
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Town Facilities Project Fund

This fund accounts for construction costs for the New Central Fire-Rescue Station, Town Hall
Renovations and Town facility projects. Proceeds of the 2003 revenue bonds were
earmarked for financing the acquisition, construction and equipping of the new Fire-Rescue
facility (including an emergency operations center) and renovation of Town Hall (including
security upgrades). In 2008, a revenue bond totaling $10,000,000 was issued to fund the
$8,000,000 of the Town Hall Renovation Project. The balance of the bond proceeds was
transferred to the Coastal Protection Fund for the Sand Transfer Plant project. The
remaining bond proceeds are included in this fund.

In addition to bond proceeds, transfers were made from the General and Capital funds into
the Town Facilities Fund during FY2005. A portion of these transfers funded repairs to the
Police, North Fire-Rescue and Recreation facilities that were required during FY2005 due to
hurricane damage.

The following chart reflects life-to-date expenditures for the fund.

FY2003 - 2009 Town Facilities Fund
Total - $17,017,340

PZB Relocation
$954 7
0.01% |
Recreation Center Roof |

$155,250
0.91%
Police Department Roof

$221,159
1.30%
North Fire-Rescue Station \‘“
350,000
¥ 2.0&% A Town Hall Renovations
—— $12,136,900
71.32%

New Central Fire-Rescue Station -/
$4,052,608
23.81%

Bond Expenses |
$100,469 -
0.59%
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Internal Service Fund Trend Analysis

The Town is self-insured for certain general liability, property, group health and worker’s
compensation claims. The Risk Management program and the Health Insurance activities
are accounted for in the Internal Service Fund. In addition, the Equipment Replacement
Fund is also included in the Internal Service Fund.

Risk Management Fund

The Risk Management program is under the direction of the Town Manager’s Office.
Responsibility includes insurance management for workers' compensation, property and
casualty, general liability, automobile liability, public officials and employment practices;
claims investigation and administration including litigation strategies; contractual review
regarding hold harmiess, indemnification and insurance requirements of vendors,
contractors, etc.; safety, loss prevention and control programs; and comprehensive review
of proposed legislation which could impact the Town from an insurance control perspective.

The operation the Office of Risk Management and the Town’s insurance programs are funded

by an annual transfer from the General Fund and interest earned on the retained earnings
within the fund. For the FY09 budget, the transfer from the General Fund decreased
$474,000 (19.8%) from the FYO8 transfer. This decrease is due to reductions in premiums.

The chart below details the operating revenue and operating expense trends for FYOO -
FY09. The average annual increase in expenditures related to insurance is 10% since FY0O.
For FY09, the increase in insurance cost is 16%. In FY2004, the payment of the settlement
of a suit caused expenditures to increase dramatically. In addition, expenditures in FY04
and FYOS increased due to hurricane related claims. The average annual increase in other
expenditures is 7.5%.

Risk Fund Trend Analysis
FY2000 - FY2009

3
2

4

3

Millions

1 . 1 T ’ T 1 T 1
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

D Operating Revenues [[] Operating Expenses

Net Assets -Risk Fund

Since FY0O0, insurance costs had been steadily increasing until we marketed the insurance

45



46

Internal Service Fund Trend Analysis

package which resulted in a decline in costs of 19% for FYO4. Further reductions in costs
occurred in FY2006 but due to tight insurance market conditions after the hurricanes of
FY04 and FYO5, insurance costs increased by 29% for FY07.

A reserve for catastrophic exposures/emergencies in the amount of $2,500,000 and a
contingency reserve for $500,000 has been appropriated from the retained earnings of the
fund in the FY09 budget. These appropriations are not reduced from the Net Assets shown
in the graph below.

The Risk Fund net assets had increased from FY0OO0 through FY03 due to positive claims
experience. The payment of the settlement of a lawsuit caused net assets to decrease in
FY04. The General Fund reimbursed the Risk Fund for the settlement in FYO5. Positive
claim experience in FY06 increased net assets, but a charge to the reserves decreased net
assets in FYO7. The ending net assets for FY08 is estimated to be approximately
$6,500,000, an increase of 9% from FYO07.

Risk Fund Net Assets
FY2000 - FY2008

Millions
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The impacts of the two hurricanes to the Risk Fund did not have a severe negative impact to
the reserves of the fund. Funding received from FEMA and insurance proceeds reduced the
impact of the cost of recovery efforts and damage repairs.

Health Insurance Fund

The Health Insurance program consists of medical, dental, life, long-term disability,
accidental death and dismemberment, supplemental life insurance, specific reinsurance,
aggregate reinsurance, medical conversion, COBRA, network access fees, utilization review,
consulting services, flexible spending program, Retirement Health Savings Accounts, and
claims administration for active employees. This program is funded by a transfer from the
General Fund as well as interest income earned on the net assets and payroll deductions of
Town employees. The transfer from the General Fund for FY0O9 is $3,900,000. The transfer
represents an increase of $898,652 (30%) over FY08. This increase represents sufficient
funding to offset estimated fixed and claims costs.

The chart below details the operating revenue and expenditure trends since FY00. Until
FY2003, operating revenues exceeded operating expenses. The transfer from the General
Fund had been fixed at $3,700,000 from FY1992 through FY2003. From FY03 through FY06



Internal Service Fund Trend Analysis

the transfer from the General Fund increased to cover the increasing costs. In FY07, the
OPEB trust was established and the retiree contributions and costs were transferred to the
new trust causing the decreases in revenues and expenditures. Once one year of history
was established, adjustments were made to the Town contribution in FY09 to balance

revenues and expenditures.

Health Fund Trend Analysis
FY2000 - FY2009

a

Millions
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The chart below shows the trend of net assets in the Health Fund. The net asset reserve
accumulated for many years in anticipation of the establishment of the OPEB trust. The
Government Accounting Standards Board (GASB) developed standards for post employment
benefits, which includes the establishment of a liability for actuarially determined costs of
retiree health benefits. During FY2007 a trust fund was established using a portion
($16,000,000) of the reserves of the Health Funds for the payment of post employment
benefits. The balance of the health reserve of approximately $1,660,000 is available to
offset any large unanticipated claim expenditures that may occur.

Health Fund Net Assets
FY2000 - FY2008
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Equipment Replacement Reserve Fund

The purpose of the Equipment Replacement Fund is to create a reserve to fund the
replacement cost of existing equipment, vehicles and computers when they reach the end of
their useful lives. The fund will significantly reduce budgetary fluctuations due to the
purchase of large costly pieces of equipment. This fund also contains the fixed asset
inventory and depreciation schedule as required by GASB 34.
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This fund was established in FY2002 with $4,386,000 (from excess General Fund balance).
In FY2006 the fund was modified to reflect replacement cost depreciation funding. The cost
of the modification was $4,205,523 and was funded from excess General Fund balance. The
trend for the annual depreciation amount will increase over time as new equipment items
are purchased and depreciated over the years adding to the current inventory of equipment.

A trend of the annual depreciation from FY2003 through FY2009 is shown in the chart
below,

Equipment Replacement Fund
Annual Depreciation Trend
FY2003 - FY2009

$2,500
$2,000
$1,500
$1,000

B computer Equipment
[ capital Equipment
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...
W
|
|

The reserve level for the Equipment Replacement fund since FY04 is shown in the chart
below.

Equipment Replacement Fund
FY2004 - FY2008
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Benchmark Analysis

Benchmark Analysis

Introduction

In an effort to determine how the Town of Palm Beach compares financially with
other Florida municipalities, the following benchmarks have been prepared and
analyzed. The data included on the survey were obtained from September 30,
2007 audited financial statements. The year round (not seasonal) population figure
of 9,744 was used for the Town in the per capita analyses. The benchmark detail is
provided, in table format, at the end of this section.

Municipalities used in the analysis were selected because most are Florida coastal

communities with favorable credit ratings. The municipalities include: Boca Raton,
Coral Springs, Delray Beach, Naples, Jupiter, Jupiter Island, West Palm Beach, Bal
Harbour and Coral Gables.

Demographic Comparison
Population, Geographic Area, Assessed Value, Tax Rate, and General Fund Budget

information is included to show how Palm Beach compares in general terms to the
municipalities surveyed.

L 1129,766
105,068

Bal Harbourfed 3,

100,000 150,000

Population

| Jupiter Island {
!

Average 51,565
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:

Area in Square Miles

West Palm

Boca Raton i 23%05

Coral Springs 123.5
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Assessed Value (in billions)
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General Fund Budget (in millions)

‘ West Palm
| Coral Gables |l
1 Boca Raton

| Deiray Beach
| Coral Springs
Palm Beach
Jupiter i
Naples B
Bal Rarbour
‘ ‘ Jupiter Island

$100.0 $150.0 $200.0

General Fund Budget
Average $72.2 million |

Unreserved General Fund Balance

Unreserved Fund Balance comparisons are shown on the chart on the following
page. Reserved and designated fund balance were not considered because these
categories are set aside for specific purposes and are not available for
appropriation. As you can see from the chart on the following page, the unreserved
fund balances range from a low of $3,200,000 to a high of $35,900,000. Of the
municipalities surveyed, Palm Beach has the third highest unreserved fund balance.

The Town’s General Fund Undesignated Fund Balance Policy (adopted in October
2001) requires that the General Fund maintain an undesignated fund balance of
25% of budgeted expenditures. The Town’s Unreserved Fund Balance represents
35% of budgeted expenditures.

According to the Government Finance Officers’ Association (GFOA), a variety of
factors should be taken into account when evaluating the amount to be maintained
in Undesignated General Fund Balance. Some of the factors are: the reliability of a
municipality’s revenue sources, the timing of cash inflows and outflows, resources
available in other funds and susceptibility to natural disasters due to geographic
location.

The size of the fund balance can affect the ability to withstand financial emergencies
and also is a method of accumulating funds for capital purchases without having to
borrow. A declining fund balance may indicate difficulty in maintaining a stable tax
and revenue structure or adequate level of services.
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Unreserved General Fund Balance

West Palm
Boca Raton
Palm Beach

Delray Beach
Coral Springs  [§%
Naples [
Jupiter B
Coral Gables
Bal Harbour

Millions

Unreserved General Fund Balance as a Percentage of Expenditures

Unreserved General Fund Balance is normally compared to expenditures when
determining the adequacy of fund balance. The dollar amount transferred to other
funds has been added to operating expenditures for the purpose of this analysis.
The ratio of fund balance to expenditures indicated in the chart below ranges from a
low of 8.03% for Coral Gables to a high of 52.78% for Bal Harbour. Palm Beach is
the fourth highest ranking municipality surveyed for this ratio.

Unreserved General Fund Balance I
as a Percentage of Expenditures
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Jupiter
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!
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20.0%
Percent

60.0%

S—

L

Since the Town of Palm Beach is located on a barrier island, maintaining an excess

fund balance over the required minimum is prudent.




Benchmark Analysis

The chart below contains the results from our Reserve Survey of local governments.
We obtained their General Fund Reserve policies and used information contained in
their September 30, 2007 financial statements to determine their reserve levels.
Five of the fourteen governments surveyed have reserve policy levels at or above
the Town’s 25%.

General Fund Reserve Analysis
Unreserved
Undesignated ~ UFB Designated for UFB & UDE
Expenditure Fund Balance = Reserve Emergencies Total - Reserve

Municipality Policy.  Budget (UFB) . Percentage (UDB . UFBand UDE Percentage
Bal Harbour NIA 11,084,840  5011,338  4521% 0 5,011,338 45.21%
Boca Raton 10-15% 118,190,100 30,746,633  26.01% 5,200,000 35,946,633 30.41%
Boynton Beach 10% 72,340,420 18,320,003  25.32% 7234042 25,554,045 35.32%
Coral Gables NA 118,762,192 10,169,006 8.56% 0 10,169,008 8.56%
Coral Springs 17%  B7,005857 1,248,972 1.44% 15,760,211 17,018,183 19.56%
Delray Beach 15-25% 103,115,460 18,828,235  18.26% 0 18,828,235 18.26%
Juno Beach 50% 6425323 2,804,988  43.66% 0 2,804,988 43.66%
Jupiter 25% 40,129,683 10,221,918  25.47% 0 10,221,918 25.47%
Jupiter Island NA 6,232,020 3,215785  51.59% 955,000 4,170,785 66.92%
Naples 10% 34,340,205 11,935038  34.76% 3,506,034 15,441,072 44.96%
Palm Beach 25% 56,770,448 21,346,801 37.60% 0 21,346,801 37.60%
Palm Beach County  25-30% 982,828,890 240,764,804  24.50% 0 240,764,804 24 50%
Wellington 23.27% 45701541 18438526  40.35% 3,000,000 21,438,526 46.91%
West Palm Beach 10% 146,374,250 6,843,005 468% 20,071,139 35,914,144 24.54%

Property Tax Revenue/Total Revenue

Most municipalities rely heavily upon property taxes as a source of revenue for the
funding of services provided through the General Fund. The following chart
represents the percentage of General Fund revenue that is generated through
property taxes for the surveyed municipalities. The Town’s high tax base,
combined with the tradition of including charges for Public Works services in the tax
rate and no special taxing districts contributes to a higher than normal ratio.

i SN R e e

Property Tax Revenue/Total Revenues
Jupiter =
Palm Beach |
Jupiter Island _.162.9%
Bal Harbour _160.0%
Coral Gables 158.7%
|| Delray Beach - —158.3%
I West Palm 155.4%
I Naples ) 51.6%
\ Boca Raton —a;J 40.9% |
\}| coral Springs 134.9% |
0.0% 20.0% 40.0% 60.0%
Percent

—_—_—_—_—__
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Total Expenditures Per Capita

The following chart represents the average amount expended per capita for General
Fund operating purposes. Municipalities should monitor their expenditures per
capita to ensure that the cost of providing services not exceed the municipality’s
ability to pay for the services.

The Town’s per capita rate is high because the Town operates three (3) fire-rescue
stations staffed with 80 certified personnel and a police station with 80 authorized
sworn officers. The Public Works Department provides five days per week
residential garbage pick-up and is responsible for managing multi-million dollar
capital projects funds as well as beach restoration projects.

Jupiter Island
Palm Beach
Bal Harbour

Coral Gables

Delray Beach

Naples [=

West Palm
Boca Raton

$6
Thousands

Total Full Time Equivalent (FTE) per Capita (per 1,000 population)

Driving total expenditures per capita, is the number of municipal employees. Itis
recommended that the FTEs per capita be monitored because an increase in
employees per capita may indicate expenditures are rising faster than revenues and
that the municipality is becoming more labor intensive or that personnel
productivity is declining.

‘ Total FTE per Capita (per 1,000 population) |

i 164.02
' ]42.59 | [

Jupiter Island [
Palm Beach [&

Bal Harbour
Naples

6
‘ H
Coral Gables e ., . ’ ‘
Boca Raton __115.76
|

|
‘ West Palm

Delray Beach
Jupiter
Coral Springs

Lo




Benchmark Analysis

Operating Expenditure Budget Variance

The charts below indicates the extent to which General Fund expenditures were
over or under budget for fiscal year ended September 30, 2007. A positive number
indicates the municipality was under budget and is favorable, while a negative
number is a negative indicator and indicates the municipality was over budget.

D SRR AR P T F e AT AT
Operating Expenditures Budget Variance I

48,424,127
48,296,345
$6,337,865 r

West Palm
Boca Raton
Delray Beach
Coral Springs
Paim Beach
Jupiter
Bal Harbour
Naples
Jupiter Island ($36,478)
Coral Gables | ($195,970)

($5)

$3,035,f§44
$2,649,929

$1,589,723
$303,737

$5 $10

1
|
|
1

Bal Harbour
West Palm
Delray Beach
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Boca Raton
Jupiter

Palm Beach
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Coral Gables
Jupiter Island

|
0.00% 5.00% 10.00%

i - ” . - 15.00-% o -20.00% I
e et e e
m———

A low positive ratio indicated no use of fund balance for current operating purposes
and responsible budgetary preparation and management. A low ratio also indicates
that the citizenry is not being over or under taxed for the services provided.

Cash & Investments/Total Expenditures

A good measure of a municipality’s short-term financial condition is its cash
position. The information portrayed on the chart on the following page is calculated
by dividing cash and short-term investments by actual operating expenditures for
the General Fund for fiscal year ended September 30, 2007. As the percentage
approached 100%, a greater share of one year's worth of operating expenditures
can be paid for with cash. Decreasing percentages may indicate that the
municipality has overextended itself or that it may be having difficulty raising the

cash needed to meet its current needs.
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_#—

Cash & Investments/
Total Expenditures

Bal Harbour .

Jupiter Islan e —170.0%
Paim Beach 1 63.6%
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0.0% 20.0% 40.0% 60.0%
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Long Term Debt Per Capita

Long Term Debt for the purpose of the following chart includes Governmental
Bonds, Loans, Notes, Capital Leases, Contractual Obligations and Compensated
Absences. The Town adopted a comprehensive Debt Management Policy in October
2001 that describes circumstances where the Town could issue debt along with
statement indicating that the Town will keep outstanding debt within the limits
prescribed in the Town Charter.

Long Term Debt should not exceed the local government’s resources for repaying
the debt. Increases in this benchmark may indicate that the municipality has a
decreasing level of flexibility in how resources are allocated or a decreasing ability
to pay its long term debt. The Town’s debt per capita is $1,653, which is well under
it’s debt limitation of 5% of assessed value. The Debt/Capita amounts in the chart
range from $150 to a high of $2,589. The Town's debt per capita is scheduled to
decline dramatically after FY2010, once the 2003 revenue bonds are paid in full.

Long Term Debt/Capita

West Palm __ SR A i : _|$2,589
Jupiter Island X
Palm Beach
Boca Raton

Coral Gables

Delray Beach |
Naples
Jupiter

Coral Springs

Bal Harbour | |
$1,000 $1,500 $2,000 $2,500 $3,000




Benchmark Analysis

Debt Service/Expenditures

This chart indicates the Portion of General and Debt Service Fund Expenditures that
are expended for debt service. The debt expenses for the Town totaled $4.3 million
for fiscal year ended September 30, 2007.

e ————————————————————————————
! Debt Service/Expenditures H
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Debt Service Fund Forecast

Debt Service Fund Forecast

The 2003 Revenue Bonds are funded by General Fund non ad valorem revenue, funds from
the Coastal Protection Management Fund, bond proceeds and investment income. The 2008
Revenue note is funded through General Fund non ad valorem revenues. Assuming no
additional debt is issued in the future, the forecasted revenues and the sources are shown in

the chart below:

Revenue Summary
FY2006 - FY2013

Millions

E2010 E2011 E2012 E2013

2006 2007 2008 B2009
Fiscal Year
B General Fund - 2008 Note B Coastal Fund @ General Fund - 2003 Bond

Once the coastal bonds are retired, there will be approximately $2,790,000 in FY11 of non
ad valorem capacity that could be used to finance new capital projects without a millage

rate impact.

Total annual forecasted debt service on all Town debt obligations is shown below:

Debt Service Funds
Principal and Interest Forecast
FY2006 - FY2013

Millions

2006 2007 2008 B2009 E2010 E2011 E2012 E2013

[@ Interest Charges [ Principal Payments
&

Debt service will remain stable until FY2010 when the 2003A Series Bond, which refinanced
the Coastal Protection bond, will be paid in full. Thereafter, unless additional debt is issued,
the debt service that will remain will be the 2003B Series bond for the Town facilities

projects which will be paid in full in FY2033 and the 2008 revenue note which will be paid in

full in 2028.
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Capital Funds Forecast

Capital Funds Forecast

The Town has four General Government Capital Funds: the Capital Improvement Program
(Fund 307), the Comprehensive Coastal Management Plan (CCMP)(Funds 308 and 309) and
the Town Facilities Construction Fund (Fund 310). In addition to the General Government
Capital Funds, the Town has one Enterprise Capital Fund reported in the Recreation
Enterprise Fund (403).

Capital Improvement Program

The Capital Improvement Program (CIP) represents a multi-year analysis of financial

requirements and infrastructure needs. The Program provides the best assessment of anticipated

capital improvements based upon available information and preliminary engineering evaluations
and opinions. The CIP has encompassed a five year period and the first year is adopted. Staff

has been working with the Town Council to develop a 20 year capital plan. The original five year

forecast is shown below as well as the preliminary forecast for the 20 year program.

Fund (307) - Capital Improvement Program: Five Year Plan

FYO09 Apprvd

Including FY10 FY11 FY1i2 FY13

Project Carryover Proposed Proposed Proposed Proposed Total
Storm Water Management

General Improvements $2,311,000 $650,000 $650,000 $650,000 $650,000 $4,911,000

Rehab Storm Pump Structures 991,000 300,000 500,000 500,000 500,000 2,791,000
Total Storm Water Management 3,302,000 950,000 1,150,000 1,150,000 1,150,000 7,702,000
Sanitary Sewer Improvements 2,016,000 1,025,000 1,025,000 1,025,000 1,025,000 6,116,000
Streets and Roads 1,178,000 500,000 500,000 500,000 500,000 3,178,000
Water Main Improvements 580,000 500,000 500,000 500,000 500,000 2,580,000
Bury FPL Overhead Lines 430,000 0 0 0 0 430,000
Fire-Rescue 199,200 0 0 0 0 199,200
Refurbish Memorial Fountain 46,000 0 0 0 0 46,000
Fuel Tank Replacement Program 1,964,000 0 0 0 0 1,964,000
Total 49,715,200 $2,975,000 $3,175,000 %$3,175,000 $3,175,000 $22,215,200

Total Per the 20 year Plan _ $4,150,000 $5,000,000 $6,000,000 $7,000,000
Difference : ; s _($1,175,000) ($1,825,000) ($2,825,000) ($3,825,000)

Offsetting Revenues

Interest $375,000 $375,000 $375,000 $375,000 $1,500,000
WPB Water Main Improvements $500,000 $500,000 $500,000 $500,000 $2,000,000
General Fund Forecasted Transfer $1,817,000 $1,817,000 $1,817,000 $1,817,000 $7,268,000
Total Offsets $2,692,000 $2,692,000 $2,692,000 $2,692,000 $10,768,000
Annual Shortfall for Base 5 Year Program _ T ($283,000) ($483,000) ($483,000) ($483,000)

Annual Shortfall for Proposed 20year Capital Plan __ ($1,458,000) ($2,308,000) ($3,308,000) ($4,308,000)
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The following chart reflects the five year Capital Improvement Program forecast by project area
from the carryover balance and budget for FY2009 and the forecast period through FY2013.

Five Year Capital Improvement

Program Forecast
FY2009 - FY2013

Streets and Roads
3,178,000
il 14.3%

Sanitary Sewer Improvements
6,11

27.5% s

Water Main Improvements
- 2,580,000
11.6%
Sand Transfer Plant/Bulkhead

\— 430,000
1.9%
Fire-Rescue

199,200
0.9%

\\_ Fuel Tank Regtacement Program
1,964,000

8.8%
Refurbish Memorial Fountain
46,000

0.2%

Storm Water Management _/
7,702,000
34.7%

5 year Capital Program

The table on the previous page indicates an annual shortfall for the 5 year program ranging
from $283,000 in FY10 and increasing to $483,000 for the next 3 years, for a total shortfall of
$1,732,000. The funding for the Capital program was set at the FY09 level of $1,817,000 for
the entire forecast period. The Town Council may wish to consider reserving a portion of the
excess fund balance to fund the future capital needs.

20 year Capital Program

A long term capital plan is being developed to assist with planning and budgeting for the
eventual replacement, not just repair and maintenance, of the Town's aging infrastructure. A
substantial increase in the annual cost of this program is anticipated in future years. The
program will include replacement of the sanitary sewer forcemains and lift stations,
rehabilitation of the older stormwater pump stations, and facility projects such as roof
replacements. These projects are necessary to maintain the existing infrastructure and
existing level of service to Town residents. The 20 year plan anticipates annual expenditures
ramping up from $4,150,000 to $7,000,000 per year during the period from FY10 through
Fy13.

Comprehensive Coastal Management Plan

The Comprehensive Coastal Management Plan, adopted in 1998, is currently funded with the



Capital Funds Forecast

proceeds of the 2000 Bond Issue. The Florida Department of Environmental Protection (FDEP)
cost-shares on Town beach projects, reimbursing up to fifty percent of approved tasks of the
Town’s program. Funds are used for beach restoration and renourishment through the
placement of sand and possible construction of groin fields or other structures and
environmental mitigation.

FY09 projects include Reach 8 Beach Nourishment with Artificial Reef Construction and the
Sand Transfer Plant Upgrade. Construction of the Reach 8 Project is contingent on receiving
State and Federal permits, following a decision by an Administrative Law Judge regarding the
legal challenge to the State permit. Town-wide physical and environmental monitoring is
scheduled to be performed to satisfy the Town's existing coastal permit requirements.

Further coastal projects will require recommendation by the newly established Shore Protection
Board, and approval by Town Council. The scope of the program will be addressed by the
Shore Protection Board with related funding decisions being made directly by the Town
Council.

Town Facilities Construction Fund

The proceeds of the 2008 Revenue Bond of $8,000,000 were pledged for this project. The
additional $2,000,000 from the bond proceeds were transferred to the Coastal Protection Fund
for the Sand Transfer Plant Upgrade. Town Hall Renovations began in 2008 and the first phase
of the project is near completion. The anticipated completion date for the Town Hall
renovation project is June 2010.
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INTERNAL SERVICE FUNDS FORECAST

Risk Insurance Fund Forecast

The forecast for the Risk Insurance Fund assumed a 10% increase for liability insurance, a
50 increase for workers’ compensation insurance and a 20% increase in property coverage
for each of the forecasted years. The forecasted increase for property insurance is based
upon the insurance marketplace. The Town is also conducting a property appraisal of Town
facilities through our insurance carrier. The appraisal will likely increase the values of the
facilities, resulting in an increase in premium. The last property appraisal was conducted in
2003. The increase in worker’'s compensation is based upon estimates of the impact of
recent court decisions on premium costs. The Liability estimate is based upon the insurance
marketplace and changes in Town exposures and claim loss history. For other expenditures,
the assumptions used for the General Fund forecast were used for the Risk fund as well.

The results are as follows:

Risk Insurance Fund
Operating Revenue and Expenditure Forecast

FY2006 - Estimated FY2013
4

Millions
N
1

i T T T T
2006 2007 2008 2009 E2010 E2011 E2012 E2013

D Operating Revenue [J Operating Expenses

The operating deficits are offset by investment earnings on surplus funds. The transfer from
the General Fund is anticipated in increase by an average of 12.7% per year for each of the
forecasted years.

Each year a reserve for catastrophic exposures in the amount of $2,500,000, deductibles for
public officials coverage and uninsured losses of $250,000, and a contingency reserve of
$500,000 are appropriated from the retained earnings of the fund. The operating revenues
and expenditures shown above do not reflect these appropriated reserves.

Health Insurance Fund Forecast

The forecast for the Health Insurance Fund assumed a 10% increase in insurance costs for
each of the years in the forecast period. The General Fund assumptions were used to
forecast the other salary and contractual expenditures for the fund. The resulting operating
revenues and expenditures are shown on the chart on the following page:
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Health Insurance Fund

Operating Revenue and Expenditure Forecast

FY2006 - Estimated FY2013
7

Millions

2006 2007 2008 B2009 E2010 E2011 E2012 E2013

Operating Revenues B Operating Expenses

Equipment Replacement Fund

The Equipment Replacement Fund depreciation has been forecasted using the inflation
multiplier. A transfer from the General Fund is made for the annual depreciation to the
Equipment Replacement Fund. This fund has eased the affects of the recent budget
constraints caused by State property tax reform measures and the recent economic
downturn. Capital equipment and computer equipment is purchased from the fund and
does not cause the extreme fluctuations in the budget that would otherwise have been
caused by purchases of expensive equipment such as fire apparatus. We will be able to
maintain the quality of our fleet, without affecting the general fund budget with severe

increases.

Equipment Replacement Fund Forecast
FY2009 - FY2013
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