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MEMORANDUM

To: Joanne Ryan, Chairperson
Members of the Finance Commitiee

From: Lawrence J. Mancini, Chief Financial Officer
Sara Silveria, Finance Director

Date: September 30, 2022

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 2024 through 2028.

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.

Using the FY 2023 budget as a foundation and based upon the revenue and expenditure assumptions
discussed below, municipal revenues are projected to equal expenditures in year FY 2024, with municipal
expenditures exceeding revenues in FY 2025 through FY 2028. FY2024 includes support from American
Rescue Plan Act funds that prohibit the City from recognizing surpluses in years in which ARPA dollars
are included in the budget.

The projected year end positions of the Municipal (General Fund) Budget are as follows: FY 2024
balanced, 'Y 2025 deficit $23,708,451, FY 2026 deficit $24,057,638, FY 2027 deficit $24,569,590 and
FY 2028 deficit $25,612,927.

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

Municipal Budget
Revenue Assumptions

Property Taxes:

Tax base growth year over year has been projected to be 2% in non-reval years, 4% in reval years, and
includes the motor vehicle phase out under current State law, TSA revenue is based on TSA schedules.
Back taxes are projected at a flat amount of $8M. FY 2026 is a year in which the City will conduct a
Statistical Revaluation in accordance with State Law. This revaluation brings potential growth in the
City’s tax base. The City will also see elimination of motor vehicle tax, instead receiving $34M State
excise reimbursement. The projection does not include, nor consider, changes to tax rates,
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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 Department of Municipal Affairs and other projections based upon current funding trends
(PILOT), 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 2024 is $117,531,862, an increase of $14,147,389 over the FY 2023
budget of $103,384,473. This is primarily due to the anticipated increase in the State Motor Vehicle
Excise phase-out payment of $6,219,239, increase in PILOT payment of $1,731,310 and an increase to
School Debt Construction of $7,172,132.

In FY 2025, there will be a decrease of $4,464,203 for a new total of $113,067,659 driven primarily by
changes in School Debt Construction. In FY 2026 there is a decrease of $1,050,402, and FY 2027 and FY
2028 will see increases of $196,896 and $195,151, respectively.

Fines and Forfeitures:

Fines and Forfeitures are projected to return to pre-pandemic level in FY 2024 at $4.4M and are projected
to be level through FY2028.

Interest Income:

Interest income is projected to be level at $4.7M through FY 2028 and includes interest on overdue taxes
and investment interest,

Deparimental Revenues and Other Revenues:

Certain departmental revenues, including Bureau of Licenses, Public Safety and Parking Administration
are projected to remain stable through FY 2028, with Parking revenues expected to return to pre-
pandemic levels in FY 2024, at $4,075,000.

Local PILOT agreements with colleges, universities and hospitals are level budgeted for purposes of this
report as the City is in negotiations with its local institutions over current agreements, due to expire in FY

2023.

Transfers to General Fund:

Transfer from Fund 252 and Fund 256 (Police and Fire Details) will increase to pre-pandemic levels in
FY 2024 and are budgeted at $2,045,000 through FY 2028.

Transfer from Fund 283 (Rescue Rung) will remain level through FY 2028 at $5,200,000.

Transfer from North Burial Ground is currently at $260,000 and shall remain constant throughout Fiscal
Years 2024- 2028.
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Expenditure Assumptions

The L.LUN.A. Local 1033 currently has a 3 year contract expiring in FY 2025. Fiscal years 2024 and
2025 include increases of 2.75% and 3%, respectively, for Class A employees per contract. A 1% increase
placeholder has been used for FY 2026- FY 2028, representing the period not covered by a contact
agreement.

The Fraternal Order of Police Lodge contract expires on June 30, 2023. For FY24- FY28, a 1% increase
placeholder has been used, representing the period not covered by a contract agreement.

The IAFF Local 799 contract currently has a five-year contract expiring on June 30, 2027 and is calling
for wage increases of 4% in each year of the contact. A 1% increase placeholder has been included in FY
2028, representing the period not covered by a contract agreement.

Employee benefils:

For the purpose of this projection, annual increases in Active and Retiree medical costs are projected to
increase by 2% per year for the entire five-year period.

The City’s pension contribution is based upon the Segal July 1, 2020 actuarial valuation which includes
the provision of the 2012 Funding Improvement Plan (FIP) submitted to the RI Department of Revenue.

Line items:

Departmental line items that are affected by the CPI-U are assumed to increase at the rate of 2.48%,
2.37%, 2.25%, 2.26%, and 2.30% for FY 2024- FY 2028, respectively.

Heat, Light and Power:

Heat, Light and Power reflect budget estimates provided by the City’s Energy Manger and increase at the
rate of CPI-U.

Respectfully Submitted,

ﬁ\%i/% Wit el 7,
C

(et / )
Lawrence J. ini Sara Silveria
Chief Financial Officer Finance Director

Ceé:

Mayor Jorge O. Elorza

Nicole M. Pollock, Chief of Staff

Krystle D. Lindberg, Deputy Finance Director, City of Providence
James J. Lombardi ITI, Acting Chief of Staff, City Council

Gina Costa, Internal Auditor

Lance Cardillo, Deputy City Treasurer

Dante Bellini, Controller

David Peligian, Senior Auditor

Erin DelleFemine, Budget Analyst
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