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Fmance Department
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MEMORANDUM

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

From: Melissa A, Malone, Chief Operating Officer
Lawrence J. Mancini, Finance Director

Date:  December 29, 2017

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 2019 through 2023.

It is important to note, that these projections are based upon current revenue trends and existing contractual agreements in
labor 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 2018 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 2019 and FY 20 and FY 2023, with deficit
positions in FY 21 and FY 22.

FY19-FY23 reflects tax base increases of two percent in all years except in FY20 which represents a four percent increase
{maximum by Rhode Island General Law) to reflect the state required full “list and measures” tax revaluation which
occurs once every ten years in every community and will be conducted in Providence in FY 19 and will take effect in
FY?20. Fines and Forfeitures will increase by $500,000 in FY 20 and FY 21 and then $200,000 per year in FY 22 and FY
23. The Fire SAFER Grant will provide $6.4 M in FY 19 and expires thereafter.

The projected year end positions of the Municipal (General Fund) Budget are as follows: FY 2019 $335,856 Surplus, FY
2020 $110,589 Surplus, TY 2021 ($1,208,502) Deficit, FY 2022 ($2,921,327) Deficit and FY 2023 $455,067 Surplus.
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Municipal Budget
Revenue Assumptions

Property taxes:
This projection increases the current level of taxation through tax base expansion, and additional tax stabilization
agreements. This projection does not include any change in tax rates,

Stare 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 furture planned school
project borrowing)

The projected State Aid for FY 2019 is $75,533,858 which is an increase of $1,474,476 over the FY 2018 budget of
$74,059,382. Total State Aid is projected to decrease by $1,032,224 in FY 20 for a new total of $74,501,634. In FY2020,
there will be an increase of $103,408 for a new total of $74,605,042. In FY 2022, there will be an increase of $207,544 for
a new total of $74,812,586. Lastly in FY2023, there will be an increase of $3,500,000 and will result in a new total of
$78,312,586.

Fines and Forfeitures:

Fines and Forfeitures for the FY 19 budget is $5,500,000 and is projected to increase by $500,000 in FY 20 to a total of
$6,000,000 and will reach $6,400,000 by FY 2023.

Interest Income:

For the purpose of this projection, Interest Income will reflect a new interest rate-application policy, scheduled for
implementation July 1, 2018. The fiscal impact of this policy change will result in a reduction in interest collections by
$1,500,000 in FY 19 and FY 20 for a projected collection of $3,500,000 in each year and followed by $500,000 collection
reductions year over year in FY 21 through FY 23, with collections projected as follows: $3,500,000 (FY 19) $3,500,000
(FY 20} $3,000,000 (FY21) $2,500,000 (FY22) and $2,000,000 (FY 23).

Departmental revenues and Other Revenies:

Various departmental incomes shall rise due to the Consumer Price Index-Urban.

Manchester Street/Dominion Energy stabilization agreement will remain at $7.66 million in FY 19 and will remain
constant until its expiration in FY20, at which time, a renewal of the tax treaty will be considered or full inclusion to the
City’s Tax Levy may occur. For purposes of this projection, we have projected FY21 through FY23 to be constant at the
rate of FY20.

Building Administration revenue has increased by $870,055 in FY 2019 and $78,200 in FY20, $78, 982 in FY 21,

$79,772 in FY 22 and $80,570 in FY23. These projected revenues are due to anticipated construction projects associated
with already announced and/or approved construction projects.
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The Fire Department will receive the balance of a $15.9M Federal SAFER grant of approximately $6.4 million in FY 19 to
cover a portion of the cost of new full time Fire Fighters that will be hired in FY 18 and FY19.

Transfers to General Fund:

Transfer from Fund 252 (Police Detail) shall remain consistent throughout FY19-2023 ranging from $1,762.450 to
$1,834,013.

Transfer from Fund 283 (Rescue Runs) shall remain consistent throughout FY 19-2023 ranging from $5,050,000 to
$5,300,000.

Transfer from North Burial Ground is currently at $270,000 and shall remain constant throughout Fiscal Years 2019-
2023.

Transtfer from Fund 856 (Capital Asset Proceeds) will not occur in any subsequent fiscal years.

Expenditure Assumptions

Salaries:

Municipal salaries will follow the L.LU.N.A. Local 1033 contract, which expires at June 30, 2018. For FY 2019 -FY23
there is a 1% increase placeholder for all Local 1033 Employees.

The Police contract will expire on June 30, 2019. For FY20- FY23 there is a 1% increase placeholder.

The Fire department currently has a five-year contract expiring on June 30, 2022 and calling for wage mcreases of 2% in
FY 18,2.25% in FY19 and FY20, 2.75% in FY21, and 3.25% FY22. There is a [% increase placeholder for FY23.

Additionally, in FY'18, 57 new Fire Fighters have been added to the work force. The costs associated with the FY 18 fire
academy graduates are reflected in FY'19 through FY23

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 2016 actuarial valuation which inciudes the provision of the
2012 Funding Improvement Plan (FIP) submitted to the RI Department of Revenue. The July 2016 actuarial valuation
also includes a reduction in the assumed rate of return from 8.25% to 8%, the impact of which will be phased in over
FY18 and FY19.

Line itemns:

Departmental line items that are affected by the CPI-U are assumed to increase at the rate of 1.7% for all years FY 2019-
FY 2023.
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Heat, Lioht and Power:

Heat, Light and Power reflects the full LED lighting conversion of over 17,000 street lights, with annual after debt service
savings of approximately $1.4 million per year over the next ten years or $7 million from FY 19 through FY23.

Reserve Funds Restoration

Rainy Day Fund:

With an audited FY17 surplus of $5.4 million, the City is expecting to return to a cumulative fund surplus position of $2.3
million for the year-ended June 30, 2017.

Therefore, beginning in FY18 and continuing through FY 19-FY23, the City will make Rainy Day/Surplus reserve
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 to reserve in the amounts of* $3,560,000 is

appropriated for this purpose in FY 2018. Projected rainy-day appropriations are as follows: FY 19 $3,720,523, FY 2020,
$3,780,570, FY 2021, $3,884,171, FY 2022, $3,973,554 and $4,050,155 in FY 23,

School Budget

School Revenue Assumptions:
In FY 18, the funding formula was fully implemented, in subsequent years; the School District estimates $2 millien in
annual increases in FY'19-23.

Additionally, in FY 18, the City increased its maintenance of effort (MOE) appropriation to the School District by
$3,650,000 and this increase is reflected in FY 19-FY 23.
School Expenditure Assumptions:

Salaries:

PTU contract has expired as of August 31, 2017. Negotiations are underway. For FY 2019 -FY23 there is a 1% increase
placeholder.

Local 1339 (clerical) expires at June 30, 2018. For FY 2019 -FY23 there is a 1% increase placeholder.
Local 1033 (BEST, TAS, PSSSO) expires at lune 30, 2018. For FY 2019 -FY23 there is a 1% increase placeholder.

Employees:

We project no additional FTEs for FY'19.
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Services:

Most service expenditure lines are estimated to increase 1% each year.

Achievement First is estimated to increase enrollment by 1,010 students by FY23. All other charter schools combined are
estimated to increase enrollment by 652 students by FY23
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“Lawrence J. : neini Melissa A. Malone
Finance Diredtor Chief Operating Officer

Respectfully submitted,

CC:

Mayor Jorge O. Elorza

Nicole Pollock, Chief of Staff, City of Providence

Sara Silveria, Deputy Finance Director, City of Providence

Christopher Maher, Superintendent-PPSD

J. Michael D’ Antuono, Deputy Chief Financial Officer-PPSD/City Controller
James J. Lombardi, City Treasurer and Senior Advisor to City Council
Matthew M. Clarkin, Internal Auditor

Gina M. Costa, Auditor/Budget Analyst
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