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MEMORANDUM

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

From: Nicole Pollock, Chief of Staff
Lawrence J, Mancini, Chief Financial Officer
Sara Silveria, Finance Director

Date: December 30,2019

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 2021 through 2025,

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 2020 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 2021 to FY 2025.

FY21 through FY25 reflect tax base increases of two percent each year. A state required revaluation occurs once every
three years in every community and will be conducted by Providence in FY22. A statistical revaluation will take effect in

FY23.

Fines and Forfeitures will increase by $200,000 in FY21 and remain flat in FY22, then by $100,000 per year in FY23 '
through FY25 for a total of $5,500,000.

The projected year end positions of the Municipal (General Fund) Budget are as follows: FY 2021 $1,174,887 surplus, FY
2022 $1,628,547 surplus, FY 2023 $2,071,826 surplus, FY 2024 $2,591,763 surplus and FY 2025 $3,111,600 surplus.
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Municipal Budget
Revenue Assumptions

Property taxes:

This projection increases the current level 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 RI
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 2021 is $99,436,731 which is an increase of $7,798,897 over the FY 2020 budget of
$91,637,834. This is primarily due to the anticipated increase in the State Motor Vehicle Excise phase out payment of
$7,245,997 and increase to school debt construction reimbursement of $803,685.

In FY 2022, there will be an increase of $3,199,856 for a new total of $102,636,588. In FY 2023, there will be an increase
of $6,611,886 for a new total of $109,248,474. In FY 2024 and FY 2025, there will be modest increases of $47,644 and
$48,597 for new totals of $109,296,118 and $109,344,714, respectively, which will be adjusted accordingly, based upon
future out-year projections from the State of Rhode Island.

Fines and Forfeitures:

Fines and Forfeitures for the FY20 budget is $5,000,000 and is projected to increase by $200,000 in FY21 to a total of
$5,200,000. In FY22, the budget will remain at $5,200,000. From FY23 to FY25, the budget will increase by $100,000
each year ending in FY25 with a total of $5,500,000.

Interest Income:

For the purpose of this projection, Interest Income will reflect the change in interest rate-application policy implemented
on July 1, 2018. Projected collection year over year in FY21 through FY25, are as follows: $4,300,000 (FY21) $4,300,000

(FY22) $4,200,000 (FY23) $4,100,000 (FY24) and $4,000,000 (FY25).
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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 for years
FY21 - FY25.

Building Administration revenue has increased by $151,042 in FY21, $148,021 in FY22, $145,061 in FY23, $142,159 in
FY24, and $139,316 in FY25. 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 FY21-25 ranging from $1,882,085

to $1,958,505.
Transfer from Fund 283 (Rescue Runs) will increase by 1% year over year throughout FY21-25 ranging from $5,100,500

to $5,307,601.
Transfer from North Burial Ground is currently at $260,000 and shall remain constant throughout Fiscal Years 2021-

2025.
Expenditure Assumptions

Salaries:

Municipal salaries will follow the L.I.UN.A. Local 1033 contract, which was adopted as a one-year no wage increase
through June 30, 2019 and a three-year contract effective July 1, 2019 through June 30, 2022. The contracts cover the
period July 1, 2018 to June 30, 2019 and July 1, 2019 to June 30, 2022, There was no impact in FY19. For FY20-FY22,
there will be an increase of 2%, 2%, and 3% respectively. Due to the expiration of the contract for FY23, FY24, and
FY25, 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 has expired at June 30, 2019. For FY20- FY25 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 until such new contract is agreed upon and ratified.

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

of 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 FY25, 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, 2018 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 line items that are affected by the CPI-U are assumed to increase at the rate of 1.7% for all years FY21-FY
25.

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 FY21-FY25 are as follows: $8,995,527, $9,298,677, and $9,844,087 for the final three years.

Rainy Day Fund:

With an audited FY19 surplus of $8.7 million, the City’s Fund General Fund balance will be $20.5 million for the year-
ended June 30, 2019,

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 inthe
amounts of: FY21, $3,845,547, FY22, $3,926,290, FY23, $4,025,275, FY24, $4,076,016, and $4,145,105 in FY25.

Providence Public School District (

The turnaround efforts being made by the state of Rhode Island, authorized under the Crowley Act, effective November 1,
2019, places the budget preparation and associated reporting responsibilities under the jurisdiction of the Commissioner of
the Rhode Island Department of Education. As a result of this change, the PPSD projected budgeted revenues and
expenditures will not be included in these projections of the five-year plan.

Respectfully submitted,

e

* Nicole Pollock
Chief of Staff

Lawrence J. M,
Chief Financia’

Mayor Jorge O. Elorza

Sara Silveria, Finance Director

James J. Lombardi, City Treasurer and Senior Advisor to City Council
Gina M. Costa, Internal Auditor
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