City of Miami

One City, One Future 5-Year Forecast

The 5-year forecast of the General Fund, Special Revenue Funds, and Debt Service Fund was developed to assess the
level of risk the City of Miami could face over this time period in its ability to maintain current operations. Revenues,
inflows, expenditures, and outflows were reviewed to estimate any increase/decrease in each category and its impact

on the City’s fund balance.

Major Assumptions Used in Forecast

The 5-year forecast used a prior 3-year weighted moving average with larger probabilities placed on the current
budget year, and smaller probabilities on the later fiscal years. The forecast also assumed full-time equivalent

positions will remain constant over this period.

In FY’09, a 90% probability was used for the current budget year, 5% probability in FY’'08, and 5% probability in
FY'07. For future years, FY'10 to FY’'14, the percentage change was held constant for areas of uncertainty and
adjusted for areas which information was known. Typically, future years would show a deficit of revenues over

expenditures based on greater uncertainty in future years.

What is included?

e The estimated impact of the continuation of House Bill 1-B (HB-1B), the impact of Senate Bill 1588 (SB-1588)
and Constitutional Amendment 1 that was approved via referendum on January 29, 2008. In FY’09, the City of
Miami was required to calculate a maximum operating millage rate as prescribed by the Florida Department of
Revenue. This maximum operating millage rate was based on the City’s 4/5" voted rate of 7.6740 mills and is
anticipated to yield $273.0 million in property tax revenues in FY’09. In future years the operating millage rate
the City may levy will be limited to a prescribed maximum rate adjusted for growth in per capita Florida
personal income and new construction. Amendment 1 reduced the City’s current year gross taxable value by
$1.19 billion and will result in an estimated $8.7 million in property tax revenues not collected on the FY'09
proposed operating millage rate. Additionally, the taxable value of an average homestead property dropped
by an average 6.22% as result of a slow housing market, increase in foreclosures, and the additional
exemptions (additional $25,000 homestead exemption on property values exceeding $75,000, saves our
homes portability, and $25,000 exemption on personal property) provided under amendment 1. This millage
rate will result in an average reduction in homestead residential property taxes paid to the City of Miami of $16
dollars per unit and will require the City to reduce its general operation by an estimated $35 million in FY'09.

For FY’10 — FY’14, non-homesteaded properties will have a 10% assessment cap of its annual growth.

. Personnel cost increases from approved union contracts. In FY'07 the City approved the contracts for the
AFSCME 1907, AFSCME 871, IAFF (Fire), and FOP (Police) unions. This approval included retroactive pay
increases in FY'07 for all union personnel with across-the-board increases effective October 1% for FY’'08, FY’09,

and FY’10. The following across-the-board increases were approved in future years:

FY’10
AFSCME 1907 3%
AFSCME 871 3%
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IAFF 5%
FOP 3%

Additionally, a 2.5% personnel cost increase has been included in future years FY’10 through FY’14.

Change in annual pension contributions. In FY’08 City required pension contributions for the FIPO, General
Employees Sanitation Employees (GESE), and Elected Officials Retirement Trust (EORT) decreased 22.5% as a
result of changing the asset valuation method used in the FIPO plan. No asset valuation method changes
occurred in the GESE and EORT plans. In FY’09 the pension contributions were adjusted as dictated by the
actuarial requirements by 1.3% overall. For FY’10 — FY’'14 the total contributions were estimated to increase

by 1.8% annually.

Increase in annual contributions for Other Post Employment Benefits (OPEB). Starting in FY’07 the City was
required under Governmental Accounting Standards Board (GASB) statements #43 and #45 to account for
retiree health care benefits and other post employment benefits and report this liability in its financial
statement. As a result, the City established a financial plan and make actuarially determined annual
contributions starting in FY’09. The FY’08 budget currently includes a $5 million dollar contribution in support
of this requirement. This amount is also forecasted in future years however the City’s total liability under this

requirement has yet to be determined.

Interest income is expected to remain constant over this period with minimal adjustments for gain/loss on

investments.

The decline in other revenues is based on no inflow from the use of fund balance to support current year
operations. The planned use of fund balance was not included as part of the 5-year forecast. The purpose of
the 5-year forecast is to determine whether anticipated recurring revenues can support recurring expenditures

without the use of fund balance.

Expenditures were forecasted based on current spending patterns within each department/area with
adjustments made in FY'09 based on anticipated departmental changes. This spending pattern is also reflected
in future years to demonstrate the impact current expenditures may have on the operations of the City if no

changes are made.

Utility and fuel costs were adjusted by 20% and 40%, respectively. This adjustment is in response to current

market increases in energy costs.

An allocation of $5.0 million was budgeted in FY’09 in NDA to cover costs of annual earned time payout activity

experienced for the Fire-Rescue Department.

Past three years average expense for Police overtime is equal to $10.8 million. With the addition of 25 police
officer positions in FY’09, the allocation for police overtime was reduced to $8.0 million. This level of funding

was sustained flat for FY'10 - FY’'14.
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What is not included?

. Changes in full-time equivalent positions. The City has been adding an average of 106 full-time equivalent
positions over the past three-years. No information was available to determine whether this increase will

continue in future years. If so, overall expenditures may increase an additional 2% in future years.

e The area of South Florida is experiencing an active hurricane period, which is projected to remain active over
the next 15 to 20 years. No cost related to potential storm damage was included in this forecast. A percentage
of total cost from storm damage is paid from the City’s available fund balance, which is currently sufficient to

meet uncertain event(s).
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