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Mayor
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Finance Department
“Building Pride In Providence”

MEMORANDUM

John J. Igliozzi; Chairman; and
Members of the Finance Committee

From: Nicole Pollock, Chief of Staff
Lawrence J. Mancini, Finance Director

Date: December 31, 2018

Re:  5-Year Budget Projections

Pursuant to Ordinance No. 388, Chapter 2011-22, which requires the submission, by the Administration, of a 5-Year
Budget Projection, we respectfully submit the revenue and expenditure projections for fiscal years 2020 through 2024.

It is important to note, that these projections are based upon current revenue trends, existing and pending labor contractual
agreements and other municipal expenditures, where noted.

Below is a summary of the assumptions made to develop these out-year budget projections.

Overall Budget Projections

Using the FY 2019 budget as a foundation, and based upon the revenue and expenditure assumptions discussed below,
municipal revenues are projected to exceed expenditures in the years FY 2020 to FY 2024.

FY21, FY22, and FY24 reflects tax base increases of two percent, while FY20 and FY23 represents a four percent
increase (Levy cap by Rhode Island General Law) to reflect the state required revaluation which occurs once every three
years, in every community and will be conducted in Providence in FY19 as a full list and measures revaluation, and will
take effect in FY?20. A statistical revaluation will occur in FY22 and will take effect in FY23.

Fines and Forfeitures will increase by $300,000 in FY20 and $500,000 in FY21, $200,000 per year in FY22 through FY24
for a total of $6,600,000.

The projected year end positions of the Municipal (General Fund) Budget are as follows: FY 2020 $2,205,697 Surplus,
FY 2021 $3,333,879 Surplus, FY 2022 $3,014,632 Surplus, FY 2023 $12,915,614 Surplus and FY 2024 $11,270,584

Surplus.
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Municipal Budget
Revenue Assumptions

Property taxes:

This projection increases the current Jevel of tax revenue through tax base expansion, and additional tax stabilization
agreements. It does not include nor does it consider any changes in tax rates.

State Aid;

There are multiple components to State Aid & Grants which is comprised of: PILOT, School Debt Construction,
Telephone tax, state Reimbursement excise tax, Distressed Cities Revenue, and Meals & Beverage tax.

For purposes of this projection these revenues are based upon a combination of State Aid projections provided by R1
Office of Municipal Affairs and other projections based upon current funding trends (PILOT) and expected increase in
business activity (Meals and Rooms Tax) and future School Debt Construction (Based upon new reimbursement of future
planned school project borrowing)

The projected State Aid for FY 2020 is $96,760,512 which is an increase of $14,065,737 over the FY 2019 budget of
$82,694,775. This is primarily due to the anticipated increase in the State Motor Vehicle Excise phase out payment of
$12,954,271.

In FY 2021, there will be an increase of $3,422,859 for a new total of $100,183,370. In FY 2022, there will be an increase
of $3,257,471 for a new total of $103,440,841. In FY 2023, there will be an increase of $6,672,720 for a new total of
$110,113,561. FY2024 will be no increase and will remain at the amount of $110,113,561 and will be adjusted
accordingly, based upon future out-year projections from the State of Rhode Island.

Fines and Forfeitures:

Fines and Forfeitures for the FY 19 budget is $5,200,000 and is projected to increase by $3 00,000 in FY20 to a total of
$5,500,000. In FY21, the budget will increase by $500,000 for a new total of $6,000,000. From FY22 to FY24, the budget
will increase by $200,000 each year ending in FY24 with a total of $6,600,000.

Interest Income:

For the purpose of this projection, Interest Income will reflect the change in interest rate-application policy implemented
on July 1, 2018. The fiscal impact of this policy change will result in a reduction in interest collections by $2,000,000 by
FY24. Projected collection year over year in FY21 through FY24, are as follows: $3,500,000 (FY20) $3,500,000 (FY21)
$3,000,000 (FY?22) $2,500,000 (FY23) and $2,000,000 (FY24).
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Departmental revenues and Other Revenues:

Manchester Street/Dominion Energy stabilization agreement will remain at $7.8 million in FY20 and will remain constant
until either a renewal of the tax treaty will be considered or a full inclusion to the City’s Tax Levy may occur.

Building Administration revenue has increased by $85,601 in FY20 and $86,457 in FY21, $87,321 in FY22, $88,194 in

FY23 and $89,076 in FY24. These projected revenues are due to anticipated construction projects associated with those
already approved, and the prospect of a continuing economic development expansion in the city.

Transfers to General Fund:

Transfer from Fund 252 (Police Detail) will increase by 1% year over year throughout FY20-24 ranging from $1,863,450
to $1,939,113.

Transfer from Fund 283 (Rescue Runs) will increase by 1% year over year throughout FY20-24 ranging from $5,050,000
to $5,255,050.

Transfer from North Burial Ground is currently at $300,000 and shall remain constant throughout Fiscal Years 2020-

2024,
Expenditure Assumptions
Salaries:

Municipal salaries will follow the L.LU.N.A. Local 1033 contract, currently under City Council consideration and
scheduled for approval in January 2019. The contract will cover the period July 1, 2018 to June 30, 2019 and July 1, 2019
to June 30, 2020. There is no impact in FY'19, For FY20-FY22, there will be an increase of 2%, 2%, and 3% respectively.
Due to the expiration of the contract for FY23 and FY24, there will be a placeholder increase of 1% representing the
period not covered by a contract agreement.

The Fraternal Order of Police Lodge #3 contract will expire on June 30, 2019. For FY20- FY24 due to the expiration of
the contract there will be a placeholder increase of 1% each year, representing the period not covered by a contract
agreement.

The IAFF Local 799 contract currently has a five-year contract expiring on June 30, 2022 and calling for wage increases

of 2.25% in FY20, 2.75% in FY21, and 3.25% in FY22. Due to the expiration of the contract at 6-30-2022, there will be a
placeholder increase of 1% for FY23 through FY24, representing the period not covered by a contract agreement.

Employee benefits:

For the purpose of this projection, annual increases in Active and Retiree medical costs are projected to increase at five
percent per year for the entire five year period.

The City’s pension contribution is based upon the Segal July 1, 2017 actuarial valuation which includes the provision of
the 2012 Funding Improvement Plan (FIP) submitted to the RI Department of Revenue.
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Line itemns:
Departmental line items that are affected by the CPI-U are assumed to increase at the rate of 2.2% for all years FY20-FY
24.
Heat, Light and Power:

Heat, Light and Power reflects the full LED lighting conversion of over 17,000 street lights. Heat, Light, and Power
projections for FY20-FY24 are as follows: $8,690,756, $8,995,527, $9,298,677, $9,844,087 and $9,844,087

~

Rainy Day Fund:

With an audited FY 18 surplus of $9.1 million, the City’s Fund General Fund balance will be $11.3 million flor the year-
ended June 30, 2018.

The City will continue making Rainy Day appropriations equal to 1% of the total budget expenditures to replenish the

city’s Undesignated Surplus. Based upon projected expenditures these annual appropriations will result in payments in the
amounts of: FY20 $3,748,288, FY21, $3,834,729, FY22, $3,929,174, FY23, $4,015,678 and $4,093,425 in FY24.
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School Budget
Revenue Assumptions

State Aid:

The Projected Education Aid as provided by the Fiscal Advisor to the House Finance Committee estimates an increase of
$2.5M in FY20 through FY24. In FY20 the projection includes a reduction of $242K in Density Aid which the final year
of the phase out.

For purpose of these projections, we have maintained the City’s share to education, at level funding over the five years.
Medicaid Reimbursements represent $4.5M that offsets special education cost. At this time, we anticipate maintaining the

current amount during FY2020 - FY2024.
Miscellaneous revenue has been adjusted downward to accurately reflect historical trends.

Expenditure Assumptions

Salaries:

School salaries for Providence Teachers’ Union (PTU) (AFT 958) calls for a 2% increase in FY2019, 2% effective
September 1, 2019 and 1.5% on January 1, 2020. This contract will expire on August 31, 2020. Consistent with prior year
projections, a placeholder of 1% salary increases has been included for FY2021, 2022, FY2023 and FY2024, representing
the period not covered by a contract agreement,

Support Staff salaries for L.I.UN.A. Local 1033 include B.E.S.T, Teacher Assistants and Safety Officers and calls for a
0% in FY2019, 2% in FY2020, 2% in FY2021 and 3% in FY2022. This contract will expire on June 30, 2022 and
consistent with prior year projections a placeholder of 1% increase has been included for FY2023 and FY2024,
representing the period not covered by a contract agreement.

Clerical group Local 1339 (AFSCME - Council 94) contract expired on August 31, 2018, For FY2019 — FY2024 there is
a placeholder to reflect anticipated increases for each respective year.
We do not anticipate an increase in staffing needs.

Employee benefit:

For the purpose of these projections, annual increase in Active and Retiree medical insurance are projected at five percent
per year for the entire five-year period.

The Certified Teachers pension rate is set by the Employees Retirement System of RI. In addition to the rate increase, we
have also applied, those adjusted rates to salary increases for each of the respective years.

The contribution for non-certified staff to the City Pension Plan is based upon Segal’s July 2017 actuarial valuation which
includes the provision of the 2012 Funding Improvement Plan (FIP) submitted to the RI Department of Revenue.
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Line Items;

Departmental/School based line items that are affected by the Consumer Price Index (CPI-U) reflect a 2.2% increase for
all years, with some exceptions for increase enroflment at Charter Schools, Out of District Special Education tuition and
existing contracts that call for capped increases,

Utilities:

All schools have converted to natural gas with some limited use of crude oil. The district utilizes the City’s contract for
gas and electricity.

Respectfully submitted,

“Lawrence I, Magi Nicole Pollock
Finance Director Chief of Staff
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Mayor Jorge O. Elorza

Sara Silveria, Deputy Finance Director and Budget Officer, City of Providence
Christopher Maher, Superintendent-PPSD

Ronald Tarro, Acting School Business Manager

James J. Lombardi, City Treasurer and Senior Advisor to City Council

Gina M. Costa, Internal Auditor
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