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To: City Council via City Manager

From: Administrative Services Director

Subject: 5-year General Fund Revenue and Expenditure projection
Date: January 5, 2009

City Council Goals:

To develop management and fiscal systems to maximize effectiveness of city services and
accountability to Brisbane taxpayers and to Brisbane taxpayers and citizens.

Purpose:
Provide Council a five-year financial projection of the General Fund.

Recommendation:

Review and discuss as appropriate.

Background:

As part of the two-year budget process staff has prepared a five-year General Fund projection. This
five-year projection updates the one presented to Council April 14, 2008.

Discussion:

There has been a lot of turmoil in the economy since the last five-year projection was provided to City
Council. Interest rates have dropped to the point where the three month T-bill is paying less than 0.1%.
We have the highest unemployment in years. A recession has been officially declared. The Dow index
dropped 4,000 points (nearly 1/3" of its value). Major financial companies are no longer in business,
and the Federal Government is bailing out the Insurance industry, financial industry, and the auto
industry. The State has admitted to having a $42 billion deficit over the 18 months.

Based on the current economic picture staff has revised the five-year projection. Unfortunately, all of
this economic news means we have made changes to the assumptions which negatively impacts fund
balance. Staff now anticipates that property tax will rise 2% in 2009 and 2010 and then 5% in 2011
before it goes back to the average increase of 8% in 2012. The 2% is amount properties increase in
value based on Proposition 13. That sales tax will grow 2% (less than expected inflation) plus our one
known new business in 2009. It will be flat in 2010 and then rise in 2011 and 2012 at 3.5%. We
anticipate that the Room Tax will be fiat in 2010 and 2011 and then increase by 2% in 2012, We did
not change the 2009 assumption since we had four somewhat strong months of growth.

On the expenditure side we have added in a 5% increase to PERS rates starting in 2011. PERS projects
that their rates will increase between 2% and 5% if they have an annual loss of 20% this year. We have



also lowered non-personnel increases to 1%. Staff has also reviewed the timing of retirements and
pushed some of them further back based on the uncertainty in the economy.

The result of all of these changes show the ending budget getting down to $1,300,000 in FY 2012/13.
This does not include the $3,700,000 that has been set aside in the Rainy Day Fund (money from the
Sales Tax make-up). Combined we will still be at the Councili directed $5,000,000 level. However,
the current financial picture will require staff to closely review the upcoming two year budget and find
additional savings in addition to the nearly $2,000,000 previously identified.

Fiscal Impact:

The five-year revenue and expenditure projection is attached.

Attachments:

5-year revenue and expenditure projection.
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