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Treasure Icland

120 - 108th AVENUE INCORPORATED 1955 PHONE (727) 547-4575
FAX (727) 547-4582

July 2, 2007
Honorable Mayor and City Commission Members

Ladies and Gentlemen:

Pursuant to Article 1V, Section 4.04 (e) of the City Charter, | am pleased to present for your
consideration the City Manager’s Recommended Annual Budget for the City of Treasure Island for the
Fiscal Year beginning October 1, 2007 and ending September 30, 2008. - This Budget continues the
City’'s commitment to fiscal responsibility and the continuation of necessary, quality services in a cost-
controlled manner while seeking to meet the legislative mandate to reduce ad valorem revenue 9% from
the FY 2006-07 level. The total Budget for all funds is balanced at $14,385,630. The Fiscal Year 2007-08
Budget is 55%, or $17,477,940 less than the current year’s Budget. This is due to the funding budgeted
for the Bridge replacement in the FY 2006-07.

Challenges Ahead

The coming year holds several challenges for the City. FY 2006- 07 was the first year that the full
impact of the loss of the bridge toll revenue has been reflected. Historically toll revenues have been
approximately $1.6 million per year. A portion of these revenues supported activities of the General
Fund and allowed the City to keep City property taxes among the lowest for full service cities in Pinellas
County. Many of the Causeway expenses have now been incorporated into the General Fund budget.
Previous service cuts and the increase in the City's assessed value enabled the City to weather the loss
of toll revenues without having to increase the millage rate. However, loss of Causeway toll revenue
left the City’'s General Fund less flexible to cope with significant long-term reductions in revenue
sources. Also in FY 2006-07, the Recreation Center and Recreation Maintenance Enterprise Fund was
absorbed into the General Fund. The additional revenue derived from the increases in property values
the past several years has offset in part these added expenses to the General Fund.

However, there are a number of issues, both immediate and within the short-term financial planning
horizon, which pose future challenges for the City. Property tax reform is the most significant of these
issues. Property tax reform is to be implemented in two phases, the later of which will dramatically
impact the General Fund beginning in FY 2008-09 if approved by the voters. This Budget reflects these
economic realities and is balanced consistent with the direction City Commission and our residents
have given us. There are proposals to increase user fees in Parks and Recreation, Community
Improvement, Solid Waste and Water Pollution Control. There are also recommendations to increase
the fee and modify the annual parking permit issued to residents, increase the Utility Service Tax on
electricity and water service from 6% to 10% and to increase the Communication Services Tax from
2.32% to 5.22%. There are reductions in costs and elimination of some programs and activities, but most
of these changes should not affect essential services important to the health and safety of our residents.
There is a reduction in the number of full time and part time employees as well as a recommendation to



discontinue city support of several popular but non-essential community activities. It is essential that the
necessary steps be taken to bring revenues in line with expenditures, and several proposals are made to
achieve this. However, there are no painless options available. Perhaps the most difficult choice the
Commission will have to make involves adopting some or all of the tax and fee increase proposals,
and/or consideration of adopting a millage rate higher than the 9% rolled-back millage rate which
requires a 4/5 affirmative vote, to fund the Library and/or the contract with the PSTA for the Beach
Trolley. Another alternative is joining the PSTA with a resulting millage rate of .6074 charged directly to

each property on their property tax bill.

The financial outlook for two of the enterprise funds is also guarded. The City's agreement with the
City of St. Petersburg for treatment of wastewater expires in January 2008. St. Petersburg has notified
the City of Treasure Island that it intends to begin charging a 25% Surcharge on wastewater treatment
upon the renewal of the treatment agreement. Such a surcharge will add approximately $438,000 to the
annual charges paid to the City of St. Petersburg. In addition, the City has been paying a surcharge of
approximately $120, 000 per year due to excessive chlorides in the wastewater sent to St. Petersburg
for treatment. The principal cause of these excessive chlorides is the general condition of the sewer
system collection system as well as service laterals that are comprised of a large percentage of vitrified
clay pipe. The City must continue an aggressive program to line and replace deficient pipe. Another
potentially costly repair that is looming is the replacement of the ductile iron sewer force main leading
to St. Petersburg. This line is corroded and must be replaced at some point. Staff certainly intends to
aggressively attack all of these issues, including continuing to negotiate a resolution on the surcharge
issue with St. Petersburg. However, it is quite obvious that the City must begin developing a
comprehensive rehabilitation program for its wastewater collection system and must begin charging
rates sufficient to pay for the surcharges, penalty fees and debt service needed for renovating the
system. These increases will place this Fund on a more business like footing, and will reverse the deficit

in this enterprise operation.

The Solid Waste Fund also will require additional revenue. A new agreement with Waste Management
of Florida for curbside residential Recycling and servicing the City's four collection stations was
implemented this past year. The cost of the residential recycling collection program increased from
approximately $55,000 per year to $120,792 per year. Staff is recommending an increase in the
residential recycling fee from $2.85 bi monthly to $4.75 bimonthly. As an alternative, the City could
eliminate the residential curbside collection program (however maintaining the four existing collection
points). Currently, the recycling program is diverting about 376 tons from the waste stream. If this
tonnage were brought to the burn plant, the amount of the additional tipping fee is estimated to be
$14,100 based on a tipping fee of $37.50 per ton. Although recycling is certainly a popular and worthy
endeavor, the economics of continuing this program argues against its continuation.

In addition, the tipping fee for disposal of yard waste increased from $19.50 per ton to $37.50 per ton in
FY 05-06. However, a corresponding increase in the garbage fee was not made. Staff is proposing a
20% increase in the monthly residential garbage fee and a 34% increase in the commercial fee to
generate sufficient revenue to pay for the cost of collection and disposal of garbage and yardwaste. A
modest fee ranging from $10 to $20 per item is proposed for special pick-up items. These increases will
place this program on a more business like footing, and will reverse the deficit in this enterprise

operation

Other factors have impacted our financial picture. The national economy has been beleaguered by high
cost for fuel and other oil based products such as asphalt; concrete and steel prices have increased the
cost of construction; and Florida has been hit by a weak real estate market, exacerbated by a series of
storms, high cost of property insurance and health insurance and inequities in property tax burden
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created by the Save our Homes Amendment. This Budget reflects the difficult financial times Florida
cities find themselves in with a relatively weak economy and corresponding slow growth in revenues,
unfunded constitutional amendments and legislative mandates, and cost shifting by the State to local
government as a means of balancing the State’s fiscal responsibilities.

The FY 2007-08 Budget also anticipates incorporating the Beach Maintenance Fund into the General
Fund.  Staff will follow the Commission’s priority to set aside $500, 000 for emergency beach
renourishment in the event of severe storm induced erosion to the north and south beaches. These
funds can be “reserved” in the General Fund'’s fund balance for this specific purpose. Use of the funds
for any other purpose other than for what they are reserved will require specific action by the City
Commission. The revenue from parking meters, parking permits and fines and forfeitures will become
revenue of the General Fund helping to offset the loss of toll revenue.

The recommended Budget provides cost of living and pay plan (step)/merit adjustments consistent with
the City’s negotiated collective bargaining agreements with the Police Benevolent Association (PBA) and
the International Association of Firefighters (IAFF). The cost of living adjustment is given on October I,
and the merit/step is given on the employee’s anniversary date subject to a satisfactory evaluation. This
is the third year of the three-year agreements for both unions. The City's past practice for pay
adjustment for non-union employees is to track the increases provided to the unionized employees.
However, staff is recommending a modification of this practice this upcoming year as noted in the table.
Following are the approved and recommended pay adjustments reflected within the Budget:

Proposed Wage Adjustments FY 2007-08

COLA/Pay Merit/ Step

Plan Adj. Increase
IAFF 3.0% 5.0%
PBA 3.0% 5.0%
Non-Union 3.0% 0%
Department Heads 0% 0%

Summary of the Proposed FY 2007-08 Budget:

Following is a brief summary by fund of the total proposed Budget.

Proposed FY 2007-2008 Budget Summary

Balance Balance
10/1/2007 Rev. Exp. 9/30/2008
General Fund $1,409,773%  $8,719,950% $8,908,560 $1,221,163
WPO Fund 157,260 3,359,440% 3,296,190 220,510
Solid Waste Fund 146,638 2,063,820% 1,659,430 551,028
Stormwater Fund 447,969 253,200 199,160 502,009
LOISS Fund 933,262 745,000 569,720 1,108,542
Police Training Fund 1,000 2,000 3,000 0
County Gas Tax Fund 154,448 75,000 0 229,448
Transportation Trust Fund 126,638 5,500 0 132,738

Police Contraband Fund 568 0 0 568

I
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EMS Equip. Sink. Fund In Gen. Fund bk **  In Gen. Fund
Beach Improvement Fund In Gen. Fund bk **  In Gen. Fund
Public Works Equip. Sink. Fund  In Gen. Fund ok ¥ In Gen. Fund
TOTAL $15,223,910 $14,636,060

*Includes proposed rate increases.

** The EMS Equipment Sinking Fund, Beach Improvement Fund, Public Works Equipment Sinking Fund,
and Causeway Fund are to be incorporated into the General Fund on 10/1/07. Without the
incorporation of these funds, the General Fund's fund balance would show $151,956 less than it does

here.
***Revenues and expenditures are shown in the General Fund effective 10/1/07.

Consistent with the City’s collective bargaining agreements, the Budget continues to cover 100% of
employee coverage for medical, dental, long-term disability and life insurance. The Commission recently
approved renewal of the medical insurance plan with an increase of 11.5%. The expected increase in the
other insurances that will be renewed beginning October |, 2007, has been budgeted at 10%. Workers
Compensation rates are budgeted with a slight increase, primarily impacting Fire, Police, Recreation and
Public Works Departments.

A. General Fund:

I Revenues: Property Tax reform will have the biggest impact on General Fund
revenues for years to come. The approved legislation rolls ad valorem revenue back to the amount
collected in FY 2006-07 and stipulates a 9% reduction in taxes from the rolled-back FY 2006-07 base
year. Staff has calculated the millage rate consistent with the reform rollback and reduction formula,
and has based the Budget's proposed ad valorem revenues on a tentative millage rate of 2.3878 for FY
2008. ' In subsequent years, a cap on future property tax revenue will be imposed by the reform
legistation to ensure that local government revenue from property taxes cannot grow faster than
personal income without a special vote of the Commission.

The impact of the 9% reduction from current year revenues is calculated to be $425,000 when budgeted
at the 97% collection rate. This is mitigated somewhat by the increase in new construction value added
to the tax roll, which reduces the net loss in property tax revenue to the General Fund for FY 2007-08

to $280,000.

Phase two of the reform package hinges upon a statewide constitutional amendment that will go to the
voters in January 2008 and that will replace the existing “Save our Homes” cap and homestead
exemptions with a new “super exemption” for homesteaded properties and provide a $25,000
exemption that can be taken by owners of rental and business properties for personal property.

The City has only a limited number of General Fund revenue sources. Franchise fees are established
within long-term agreements, and in recent years, the State has moved to strip local government of its
ability to collect franchise fees from telecommunication providers and substitute a Communication
Services Tax that is limited by Statute. Currently, Treasure Island has one of the lowest CST rates
among full service Cities in Pinellas County and is below the State average. Utility Service Taxes are
also limited by State Statute and are set at 6% in Treasure Island; the maximum rate permitted by law is
10%. The City has been able to keep both of these important revenue sources for the General Fund
low because of the support it received from Causeway tolls.  State-shared revenues are dependent
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