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MEMORANDUM

TO Board of Conmi ssioners
FROM Hunt er Wl ker, County Adm ni strator
DATE: July 11, 2014

SUBJECT: FY 2014-2015 Santa Rosa County Recommended Budget

Pursuant to the applicable Florida Statutes, transmtted herein
is the recoomended Santa Rosa County Budget for fiscal year
2014-2015. This proposed budget represents the general operating
framework for provision of all county services for the
forthcom ng year and is the County Adm nistrator’s proposed pl an
of inplenmentation and reconmended | evel s of service.

The purpose of this nenorandumis to provide the Board with a
broad overview of the com ng fiscal year proposed budget by

hi ghlighting areas of change or inpact. To that end, not every
fund or expense category will be addressed, but can and should
be dealt with in considerably nore detail during subsequent
budget wor kshops and public hearings. Followi ng are those
issues or initiatives of significant change or inpact.

BUDGET OVERVI EW

The FY2014-2015 Santa Rosa County Budget is bal anced, sustai nabl e,
responsi ble and refl ective of current econom c conditions. The broad
or overarching goal remains provision of the highest or best |evel of
service in the nost effective manner with the nost efficient use of
resour ces.

The total budget, which conprises all funds including the operating
funds, the proprietary/enterprise funds and all other functions and
transfers is estimted at $102, 465,575 an increase of $1,474,604 from
the total FY2013-2014 Budget of $100, 991, 971.
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The operating budget consists of the General Fund, the Road & Bridge
Fund, and the Fine & Forfeiture Fund conprising the genera

government functions of Santa Rosa County. The FY 2015 Budget for the
general governnent is projected at $78,596,990 an increase of

$943, 998 over FY2014 Budget.

The broad changes in revenue and expenditure will be outlined in the
remai nder of this transmttal.

OPERATI NG BUDGET REVENUE

The operating or general governnment budget revenue is derived from
three (3) primary sources: ad valoremor property taxes, state shared
revenues, and locally generated revenues. These three (3) sources are
reviewed in some detail bel ow.

Ad Val orem (Property) Taxes: The primary source of revenue
historically reserved for | ocal general purpose governnents and
school boards is the ad valoremor property tax. Florida is no
exception with property tax conprising approxi mately 60-65% of the
revenue mx for counties and nmunicipalities and is one of the few
sources of revenue that is at the discretion of the |ocal governnent.

The val ue of taxable property in Santa Rosa County for FY2014-2015
i ncreased by $370, 064, 634 according to the Ofice of Property
Apprai ser and reflects a 5.37% i ncrease from FY2013-2014 property
val ue. The proposed FY2014-15 Budget is developed utilizing the
current mllage rate of 6.0953 mills which yields $46, 996,569 in
property tax revenue, which is $2, 255,655 nore than the FY2014
budget .

FY2014- 2015 marks the second yearly increase in property tax revenue
foll owi ng six consecutive years of reductions. As frame of reference
t he County FY2007 Budget included $58, 648,856 in property tax revenue
as conpared to the estimated revenue in the 2014-2015 budget of

$46, 996, 569. This current increase of 5. 37%in value and revenue
seens to be nore or less reflective of those experienced by the other
Ssixty-six (66) Florida Counties as was the six year decline
experienced by all Florida counties and | ocal governnents around the
country.

Property tax refornms by the Florida Legislature followed i nmedi ately
by the severe econom c downturn of the past several years have
significantly reduced ad val oremor property tax revenue for Santa
Rosa County, which as noted previously is reserved for |ocal
governnent in Florida.



Each year, the Introductory Section of the Budget document presents a
10-year Ad Val orem Tax and Taxabl e Property Val ue history for not
only the Board of County Commi ssioners, but the School Board and
three municipalities as well.

G ven the decrease in property val ues over the past six budget years,
the increase in revenue is a welconed bit of news that hopefully
points to the stabilization of property values the Board di scussed at
l ength during | ast year’s budget process. The foll ow ng graph depicts
the curve of property tax during that period.

Property Tax Revenue: 2008 through 2015
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St ate Shared Revenue: These revenue sources are collected by the
State of Florida and distributed to the sixty-seven (67) counties
based upon a statutory forrmula. The Florida Departnment of Revenue has
projected its estimtes for these revenues noting that they are based
on the Spring of 2014 Revenue Estinmating Conferences and have been
reviewed by the Santa Rosa County O fice of Managenment and Budgets

Di rector.




o County Revenue Sharing: The Florida Departnent of Revenue
(DOR) estimates a 7.2% increase in the amount of $221, 812
to $3,336,441. This DOR estimate is generally congruent
with estimtes devel oped by OMB staff based on historical
dat a.

o Local Y& Sales Tax Program this State shared revenue
source is ¥4 of the State of Florida 6¢ sales tax
collected in and around Santa Rosa County and the State
is estimated a increase of 4%to $6, 453, 025.

o State Shared Fuel Taxes: The State of Florida shares
roughly 3¢ of its 23¢ per gallon of gasoline tax with the
counties through two revenue distributions: the
Constitutional Fuel Tax (2¢) and the County Fuel Tax
(1¢). These are estimated to increase to an aggregate
anount of $3, 115,192 as conpared to the $3,014, 170 in
current budget (FY14).

As with property tax, State shared revenue has trended | ower in | ast
nunber of years, but as outlined above is projected to rebound for
the upcom ng fiscal year. Wth the exception of the relatively flat
fuel tax revenue, the other State shared revenue is positively
related to econom c inprovenent and activity.

Local |y Generated Revenue: there are a nunber |ocal revenue sources,
but only a handful are financially significant:

o Communi cations Tax: This is a tax collected by the State
and distributed to counties on tel ecomuni cations
servi ces including cable television, tel ephone, etc.
Since its consolidation and distribution by the State in
2001, this revenue source had increased annually — until
FY2010. The proposed FY2014- 2015 budget uses estimate of
$1, 291, 163 which reflected a slight increase of $28, 814
fromthe estimate of $1,262,349 included in current
FY2013- 2014 budget .

o Building Permts: These fees have been reduced
consistently for the past several years as is indicative
of the weak housing market both locally and nationally.
FY2010 i nproved by 21% over FY2009, but that increase
only lasted as long as the Federal Stinmulus Program The
current budget (2013-2014) budgeted $1, 200, 000 whi ch has
trended upward all year and has been projected at
$1, 400, 000 for FY2014-2015.




o Sheriff’s charges for Housing Prisoners: This revenue is
derived fromcharging a per diemrate to Federa
prisoners for use of secure bed space at the Jail
Projecting this revenue is very difficult, but an
estimate of $1, 230,000, a $442,000 decrease has been
included in the proposed budget. This office over
estimated that figure in |last year’s budget and the
current amount is nore realistic and reflective of
anticipated recurring revenue. That being said, this fund
revenue will increase for the next several nonths for
sure as the Sheriff continues to house femal e prisoners
from Escanbi a County di spl aced by the danage to the
Escanbi a County jail associated with the April flooding
event. Those funds will be treated as non-recurring and
used to fund capital requests.

o Local Option Gas Tax: This is a locally enacted fuel tax
t hat generates 6¢ per gallon of fuel sold within Santa
Rosa County. For the last four years, the County has
col lected just over $3.8 million and this office is
projecting that anmount to recur this year.

o Electric Franchise Fee: This is a five percent (5) fee
pl aced on all electric bills and remtted to the County
by electric utilities. Historically this revenue source
i ncreased annual ly, always yielding nore revenue than
budgeted. This current year an estimted at $6, 000, 000
and it is generally holding to that trend so it wll
remain the sanme for FY2014-2015.

In sunmary the FY2014- 2015 proposed operating funds projects revenue
to increase by approximately $1.4 nmillion over projected revenue in
t he FY2013-2014 current budget. The proposed FY2014-2015 budget
accounts nore accurately for the anobunt of recurring excess fees or
revenue or expected fromthe Constitutional Oficers. This is nore
art than science but it is critical in matching recurring revenue
streans with recurring expenditures.

OPERATI NG BUDGET EXPENDI TURE

Santa Rosa County, |ike nobst other general purpose |ocal governnents
is a service organi zation with the nost significant portion of its
budget allocated for personnel costs. Therefore, the nost effective
strategy in controlling expenditures is to control personnel
positions and attendant costs including salary, health insurance,
FICA, retirement, etc.



The seven (7) years prior to the current budget year the Board of
Comm ssioners and the five Constitutional Ofices including the
Sheriff, Cerk of Courts, Supervisor of Elections, Property Appraiser
and the Tax Collector essentially held spending constant at the
existing | evel of expenditures due to the attendant reduction in
avail abl e revenue. Salaries were held constant during that tinme with
the only changes due to increases in enployee health insurance costs,
Fl orida Retirenment System (FRS) contributions, etc.

The current budget (FY2013-2014) included reinstitution or
reinstatenent of the nerit systemincreases for all county enpl oyees
utilizing conbination of reserve funds and onetine increases in
excess funds returned to the Board fromthe Constitutional Oficers
with the expectation that increases in property tax value in FY2014-
2015 woul d offset or mtigate significant depletion of reserves or
fund bal ance. The 5.37% increase in the ad valoremtax for FY2014-
2015 as earlier outlined in this nmessage will absorb this increase
granted in FY2013-2014 budget and is sustainable. Wiile not an
expense increase in the proposed FY2014-2015 budget the roughly $1.2
mllion in salary increase inpacted this year as expected.

The proposed FY2014-2015 budget includes a six percent (6% increase
in enpl oyee health insurance prem um and a continuation of the “catch
up” rates for the Florida Retirenent System (FRS). However at sone
point it is expected that the FRS withholding rates will noderate to
traditional levels with the inprovenent of the econony and actuari al
soundness of the system

One of the largest increases in expenses is the rate the County pays
the Florida Departnment of Juvenile Justice for pre-disposition or
pre-adj udi cati on cost for housing county juvenil e detainees.

Al l ocation or conputation of these costs have been the source of
concern and litigation for the | ast nunber of years between the State
of Florida and a nunber of its counties, including Santa Rosa. At any
rate, the State has determ ned that Santa Rosa County w || pay

$885. 075 in FY2014-2015 for these costs which is $585, 075 greater
than in the present FY2013-2014 budget. | suspect that wll be
litigated, but the County will be responsible for those costs in the
nmeantine and thus they are in proposed budget.

Whil e not a true expense, the County reserved the anount of ad

val orem revenue attributable to the Navarre Beach | ease fee
l[itigation in the FY2013-2014 budget and treating the just over

$800, 000 as an expense, so0 as not to budget against that amount. Wth
the favorabl e decision there does not appear to be the need to
continue that practice so that “expense” has been renoved fromthe
FY2014- 2015 budget.



As has been the practice for the last two years, | have renoved al
capital or equipnment requests fromthis budget and propose to fund
t hose though a capital fund established a nunber of years ago from
non-recurring revenue for this purpose. This fund can neet the
capital requirenents for equi pnent replacenent in the Board of
Comm ssi oners functions and departnents.

The Sheriff indicates that due to the deferred replacenent of patrol
vehicles his departnent needs to replace thirty (30) police cruisers
during FY2014- 2015 as opposed the twenty (20) replaced over the |ast
several years. Since the April flooding event, the Santa Rosa County
jail has housed fenale prisoners displaced by the damaged facility in
Escanbi a County at the sanme per diemrate established for the Federa
prisoners. The duration of this revenue is uncertain but is estimated
at $150, 000 per nonth which as one-tinme revenue woul d be appropriate
to fund the equi pnent needs of the Sheriff for FY2014-2015.

In summary the expenditures of the general governnent increased by
approxi mately $830, 000 driven primarily by Departnment of Juvenile
Justice cost allocation requirenents. Qther increases, were
relatively small overall and reflective of the prudence and
stewardship of the Board departnents and Constitutional Oficers.

BALANCI NG THE BUDGET

The bottom|line in balancing the budget is, and as | said at the

begi nning of this nmessage, nust be sustainable and accurately reflect
current econom c conditions. The Board of Conmm ssioners, through this
of fice, has ensured that through the recent econom c downturn al
budgets were truly bal anced with recurring expenditures matched by
recurring revenue. The requirenent of the State of Florida that
counti es budget expenses at 100% and revenues at 95% ensures that
contingencies wll be net.

The recomended or proposed FY2014-2015 Budget is bal anced based at
the current mllage of 6.0953 and a nore accurate accounting of the
recurring excess fees and revenue expected fromthe Constitutional
Oficers. | believe there to be latitude remaining in the proposed
FY2014- 2015 Budget which the Board can di scuss through the workshop
and public hearing phases of the process.

For exanpl e, the proposed FY2014-2015 budget does not include a

sal ary adjustnent, whether nerit pay as outlined in the existing plan
or a cost-of-living adjustnent of sone percentage. The Hunan
Resources Departnent estinmates that reinstitution of nerit pay woul d
cost approxi mately $1, 350,000 for all enployees and a three (3%
cost-of-living adjustnent would cost approximately $1, 405,000 for al
enpl oyees. As we near the end of the budget year, a nore accurate



reflection of the inpact of |ast year’s changes and this year’s
proposal should identify/quantify that |atitude for Board
consi derati on.

Sunmary

As al ways, this proposed or tentative budget is a work in progress.
Budget wor kshops have been schedul ed for the Board of Conm ssioners
to review in detail the proposed budget and ensure that the prograns,
initiatives, and funding |l evels are congruent with its goal s,

obj ectives and policies.

| am appreciative as always of the assistance and cooperation of the
Board Departnent Directors and the Constitutional Oficers and | | ook
forward to crafting the final budget at the direction of the Board of
Comm ssi oner s.



