CITY COMMISSION AGENDA MEMO

July 7, 2009
FROM: Bernie Hayen, Director of Finance
MEETING: July 14, 2009
SUBJECT: 4th Budget Work Session on the 2010 City

Budget

PRESENTERS: Bernie Hayen, Director of Finance
Emily Campbell, Budget Officer
Curt Loupe, Director of Parks & Recreation

BACKGROUND

Each year, the Finance Department presents an overview of the annual budget for
the next calendar (fiscal) year which leads to a proposed published budget and a
public budget hearing. In accordance with Kansas budgeting laws, once the
proposed budget is published, the total expenditures for each fund can be
lowered—->but not raised.

The City Commission has conducted three work sessions on the proposed 2010
City Budget and 2010-2015 Capital Improvement Plan. While the first two budget
work sessions addressed revenue and spending issues associated with City
operations, the third budget work session focused on outside agencies that are
historically funded, in part, by the City of Manhattan.

This will be the fourth work session on the 2010 City Budget. Traditionally, this
work session sets the stage for what will appear in the published budget and notice

of public hearing on the proposed 2010 City Budget scheduled in early August.
[See Attachment No. 1]

This work session is also an opportunity to discuss any fee or rate increases that
may be proposed by City Administration.



DISCUSSION

The proposed 2010 City Budget of $99,158,450 represents a 3.9% increase over
the 2009 City Budget or approximately $3.8 million more in budgeted spending.
Nearly half of this proposed increase is attributed to the City’s Bond & Interest
Fund for increased principal and interest payments due to citywide growth in the
past few years. [See Attachment No. 2]

2010 CiTy BUDGET OVERVIEW

Mill Levy Rate — The proposed tax levy rate for 2010 increased slightly since the
third budget work session as a result of lower than expected 2009 property values
citywide. Overall, City valuation only increased by .6% compared to the 2%

estimate that the Finance Department had been forecasting. [Note: The majority of
taxable valuation located in Riley County increased .4% while City property located in
Pottawatomie County increased by 3%]

As a result, the tax levy rate now stands at 37.232 mills or an increase of 2.964
mills over the 2009 mill levy. [See Attachments No. 3 and 4]

Property Taxes — Property taxes are proposed to increase by $1,662,628 across
the 2010 City Budget (total property taxes of $16,102,722), including proposed
delinquency taxes levied for RCPD. Of this increase, $ 1,088,721, or about 68%
will fund RCPD, Library services, and the Health Department. The remaining
$573,907, or about 32%, will fund City operations including debt retirement.

Please Note: A homeowner with a residence appraised at $230,000 would see their property taxes
increase by about $97 in 2010. For outside agencies (RCPD, Library, Health Department) taxes
will increase by about $64 and for all other City services, including debt service, property taxes will
increase by about $33 in 2010. [See Attachments No. 5 and 6]

General Fund — The 2010 General Fund (the main operational fund of the City) is
proposed to increase by $991,596 to $23,122,213 or about 4.4% over the 2009
General Fund Budget.

About half of this proposed percentage increase is the result of (1) an increase of
$250,000 in budgeted cash reserves and (2) increases due to the new Discovery
Center, rental inspection program (which is revenue neutral), and added municipal
court costs.

Please Note: A homeowner with a residence appraised at $230,000 actually would see their
property taxes decrease by about $1.00 based on the projected mill levy for the 2010 General Fund.

Bond & Interest Fund — The Bond & Interest Fund budget is projected to grow
by about $1.53 million over the 2009 budget. Almost all of this growth is
attributed to additional principal payments that will occur in 2010.



In addition, the projected 2010 beginning cash balance for this Fund continues to
decline (over 30% since 2008) which requires additional property taxes in order to
service debt requirements next year.

Outside Services and Agencies — In addition to the traditional outside agencies
funded by the City (RCPD, Library, and the Health Department), a number of
other social service agencies also receive annual funding through the budgeting
process. During the third budget work session, the City Commission heard from
many of those agencies.

Funding requests for these agencies has been included within the 2010 City Budget
as presented. This includes a request by the Area Transportation on Aging for
funding of $45,000 for the last quarter of 2010 in order to initiate a fixed-route

transportation system across the City. [Note: It should be mentioned that if such a
transportation system is approved by the City Commission, it is possible that a much larger budget
request—estimated to be as much as $250,000—may be required to fund such a transportation
system in 2011.]

2010 SwiMMING PooL FEEs

Historically, the seasonal revenue generated for swimming pool passes and gate
admissions has been about $118,000 based on the following rates:

Single Admissions Season Passes

Under 12—62 Over $2.00 Family $90.00

13-18 $2.50 Single (under 12) $30.00

19-61 $3.00 Single (13-18) $35.00
Single (over 19) $40.00

In 2010 with the re-opening of City Park Pool, single admission rates at this new
facility are proposed to increase to $5.00 (16 and up); $4.00 (2-15); and, free
admission for those patrons under 2 years old. In 2011, both CiCo and Northview
pools would have this same admission fee structure.

Proposed season pass rates and specialty use rates (Flow Rider) would fluctuate
depending on the revenue scenario selected and the type of pass system used—
season passes or punch cards.

Under the scenarios being considered, the future seasonal revenue that could be
generated for swimming pool passes and gate admissions could range from about
$280,000 to nearly $450,000 during each swim season. [See Attachment No. 8]



2010 UTILITY RATE INCREASES AND ISSUES

Utility rates in the Water, Wastewater, and Stormwater Funds were increased in
2008 and 2009 in order for the City to meet the requirements of community-wide
growth and to ensure funding for various projects in the foreseeable future—some
of which are federal and state mandated improvements.

In 2010, City Administration is again recommending rate increases for all three
utility funds. The following table reflects the recent history of utility rate increases
plus the proposed increases for 2010:

2008 2008 2009 2009 Possible 2010 2010
Enterprise Fund $ Increase Rate $ Increase Rate $ Increase Proposed
Stormwater $0.50 $3.00 $0.50 $3.50 $0.25 $3.75
Water (minimum) $0.91 7.02 $0.49 $7.51 $0.53 $8.03
Water (3-20 units) $0.27 $2.05 $0.14 $2.19 $0.15 $2.34
Wastewater $1.77 $10.61 $2.65 $13.26

(minimum)

It is important to note that, based on the above rate increase in 2009 and the
proposed increase in 2010 for the Wastewater Fund, approximately one-half of this
increase can be attributed to federal and state mandates related to nitrogen removal
from sewage waste. This mandate is reflected in the additional costs associated

with the scheduled improvements in the City’s wastewater treatment facility. [See
Attachments No. 9a, 9b, 9c, and 9d]

During previous year’s budget work sessions, the City Commission discussed
conservation-related water rates and other similar topics. Although City
Administration would again review this issue if desired, there is a related issue
regarding irrigation meters that may require discussion.

Currently, there are about 1,700 irrigation meters across the City of Manhattan as
measured by the back-flow prevention devices that require City inspection. Of
these 1,700 irrigators, only about 400 have separate irrigation meters in addition to
the household meter.

The problem that the City faces from a majority of these homes using the same
5/8” water meter to service both household water use as well as lawn irrigation is
twofold: First, it creates considerable wear on the City’s water meter since it was
not designed for such heavy dual use. Second, and most problematic, it often
creates a discernable noise referred to as “water-knock™ when the irrigation system
is running. City Administration has heard from many adjoining neighbors who
complain about this noise.



As irrigation predictably increases across the community, it may be warranted to
require all new irrigation systems to install a separate meter for such use.

SUMMARY

Understandably, the 2010 City budgeting process has been more difficult than in
previous years due to increased fiscal stress due to city growth, an extra payroll
period, and a lingering national recession.

The 2010 City Budget as presented represents austere operational spending
without reducing City services. In addition, City Administration will continue to
closely monitor spending patterns and revenue projects to ensure that overall City
services are maintained at the highest levels expected by community residents and

businesses.
FINANCING

There are a myriad of revenue sources that make up the 2010 City Budget. Please
recall that 75% of all revenues supporting the annual City Budget come from sales
taxes, property taxes, franchise fees, and enterprise fund charges (water,
wastewater, and stormwater).

ALTERNATIVES

It appears the Commission has the following alternatives concerning the issues at
hand. The Commission may:

1. Direct City Administration to proceed with the 2010 City
Budget as presented and the swimming pool fees and utility rate
increases as proposed.

2. Modify the 2010 City Budget as presented and the swimming
pool fees and utility rate increases as proposed.

RECOMMENDATION

City Administration recommends that the City Commission provide direction
regarding the 2010 City Budget as presented and the swimming pool fees and
utility rate increases as proposed.

POSSIBLE MOTION

No motion is necessary at this work session.
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Attachments:

Notice of Public Budget Hearing

Historical City Budget Review

Analysis of Assessed Growth for 2010 Property Taxes
Summary of Property Tax Reductions

Tax Computation for Average Homeowner
City Property Tax Comparison

General Fund Revenue Sources

Swimming Pool Fee Analysis

9a 2010 Proposed Monthly Utility Rate Increases
9b. 2009 Water Rate Structure

9c. Historical Utility Rates

9d. Water Fund Forecast

9d. Wastewater Fund Forecast

9d. Stormwater Fund Forecast

NG R~WDNE



	City Commission Agenda Memo


