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City of Auburn

Vision Statement

The City of Auburn is committed to being an attractive,
environmentally conscious community
that is progressive, responsible and hospitable.

This community desires for all citizens:
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safe and attractive neighborhoods with adequate housing,
guality educational opportunities,

diverse cultural and recreational opportunities,

vibrant economic opportunities, and

active involvement of all citizens.
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Mission Statement

The mission of the City of Auburn is to provide economical delivery of quality services,
created and designed in response to the needs of its citizens, rather than by habit or
tradition. We will achieve this by:

e encouraging planned and managed growth as a means of developing an attractive
built-environment and by protecting and conserving our natural resources;

e creating diverse employment opportunities leading to an increased tax base;

e providing and maintaining reliable and appropriate infrastructure;

e providing and promoting quality housing, education, cultural and recreational
opportunities;

e providing quality public safety services;

e operating an adequately funded city government in a financially responsible and
fiscally sound manner;

e recruiting and maintaining a highly motivated work force, committed to excellence;

e facilitating citizen involvement.
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City of Auburn

Home of Aubum University

MEMORANDUM

To: City Councilmembers

From: Charles M. Duggan, Jr., City Manager
Date: March 30, 2011

Subject: 2011 Quadrennial Revenue Review

It has long been the goal of this Council and City Management to anchor City services on a
foundation of fiscal responsibility and financial conservatism. This pragmatic approach has served
us well during the recent global economic uncertainty. To continue to operate from a strong
economic position we must budget cautiously and take a careful look at our revenue realities.
Therefore, the report before you presents the City’s projected revenue position from now until
FY2016 and examines how well those revenues fund the expenditures required to meet the
objectives of the City Council, the Management Team, and the citizens of Auburn.

We begin, as part of this Introduction, with an update of the 2007 Revenue Review Key Decisions
and a description of the results of that effort. Next, in the Revenue Environment section, we
present a survey of the City’s General Fund Revenue structure focusing on our four main revenue
sources: Sales and Use Taxes, Occupational License Fees, Ad Valorem Taxes, and Business License
Fees. It is in this section where we offer an assessment of the City’s General Fund which includes
projections of revenues and expenditures through FY2016 and details their effect on our fund
balance over the next six years.

In order to properly evaluate the City’s revenues, an analysis of our planned expenditures must take
place. Thus, within the framework of this report we discuss the Expenditure Environment in the
context of the City’s Mission Statement and how the objectives of the City Council translate into
funding for various projects and initiatives. Finally, we offer specific recommendations for changes
to the revenue structure and propose areas for further study in order to achieve those objectives.

Goals for the 2011 Revenue Review

1. Evaluate the adequacy of the current General Fund revenue structure to support the City’s
ability to provide public services at the current level, based on historical trends and reasonable
assumptions, as well as the capital needs of the City as adopted by the Capital Improvement
Plan (CIP).

2. Identify revenue-related issues that need further study.

3. Develop recommendations for changes in the General Fund revenue structure to address any
forecasted revenue deficiencies.

4. Develop recommendations for changes in the City’s revenue administration processes where
appropriate.
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General Fund Overview

In today’s economic environment significant changes have taken place, and are still underway, with
regard to the consumer and business behaviors that fueled strong growth over the past decade.
Due to those changes, we project a level of revenue growth that is insufficient to provide the
services and investments necessary to meet the objectives of the City Council and the needs of our
citizens.

Revenue Outlook: Although serious, our situation is not dire and we are fortunate to have time to
be proactive as we work to keep our economic position strong. The local economy is expected to
improve, albeit not at the rapid pace seen earlier in the decade. Local sales tax revenues continue to
rebound and are projected to be above budget for the biennium. Occupational License fee revenues
show strong growth as new jobs are announced and the unemployment rate declines. Conversely,
Ad Valorem tax revenue growth has slowed considerably from the double digit increases seen this
past decade to single digit or flat growth projections for the foreseeable future. Business License
revenues remain depressed and the slowdown in the building market is reflected in significant
decreases in construction permit revenues.

In light of anticipated reduced, sluggish, or negative growth, in the different revenue areas,
projections included in this review prudently assume, at best, an overall sustained, gradual,
improvement to our local economy. General Fund revenues are detailed in the Revenue
Environment section of this document (beginning on page 13), and include several assumptions
used in the projections, summarized as follows:

e On average, locally levied tax revenue is projected to be 2.9% higher than budgeted in
FY2011, and 3.8% higher than budgeted in FY2012. For projections FY2013 to FY2016, locally
levied tax revenues increase by 2.6 - 2.7% annually. See page 25 for additional details. Sales
tax revenues are anticipated to increase by 2.5% annually for the projection period.

e To enable us to evaluate the sufficiency of the current tax rates, no rate changes are
included in the assumptions for the revenue projections.

Expenditure Outlook: General Fund expenditures are detailed in the Expenditure Environment
section of this document (beginning on page 27) and include several assumptions used in the
projections, summarized as follows with more detail appearing below:

e Personnel costs will increase 3% annually; no cost-of-living adjustment is included, nor are
new positions assumed.

e Departmental contractual services and commodities spending will increase by 2%, with
additional increases projected for energy costs. The only additional costs included are for
the operation of new facilities as they are constructed according to the CIP.

e Debt service expenditures are projected for debt issued to construct projects according to
the CIP, including Auburn Technology Park West ($2,800,000), replacement of Moores Mill
and Gay Street bridges ($8,028,500), and road/intersection projects ($4,546,950).

e According to the CIP, expenditures from the General Fund on infrastructure projects will
resume in FY2013. Projects funded conditionally, and dependent upon collection of
sufficient revenues, are not included and could be delayed if resources are unavailable.

e Capital equipment replacement expenditures will also resume in FY2013.
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The expenditure environment section of this document reviews several future expenditures tied to
the City’s objectives that were unfunded, underfunded, or funded through deficit spending
(drawdowns on the General Fund Balance). A summary of those future expenditures and their
funding status is as follows:

Introduction

Auburn Technology Park West: Current debt service capacity can only fund the next phase at
$2.8 million while the total estimate to finish the park is approximately $5,000,000. To see
the park to completion, an annual increase of debt service is required by an estimated
$282,000. This unfunded debt service is not included in the expenditure projections.

Land acquisition for a future technology park: Estimated at $8,000,000, this expenditure will
need to be considered in the next five years as the available sites at existing parks become
occupied. Assuming 5% interest over ten years, debt service is estimated at just over $1.0
million annually, and is not included in the expenditure projections.

Expansion of commercial development activities: additional staff and operating funds
(minimum $60,000 per year) are not included in the expenditure projections.

Road resurfacing and restriping: The CIP currently includes funding for $1.5 - 2.0 million in
resurfacing annually; the City Engineer’s recently completed 5-year Resurfacing Plan
recommends an annual expenditure of $3.0 million, based on calculations to resurface all
streets according to a 20-year cycle. The $1.0 - 1.5 million shortfall is not included in the
expenditure projections.

Police facility expansion: The Douglas J. Watson Municipal Complex will require replacement
of the HVAC system and minor renovations prior to the expansion of the Police Division.
Some future Five Mill capacity is available, but the CIP includes up to $500,000 being
financed by a federal grant program that will likely be discontinued by the current Congress.
Conditionally-funded capital projects: The CIP contains an average of $620,000 in projects
that will be funded only upon receipt of sufficient revenues. All are important projects, but
shrinking budget-to-actual variances (money budgeted but not spent each year) will
decrease the availability of funding. Conditionally-funded projects are not included in the
expenditure projections.

Grant-funded projects: FY2013 - FY2016 of the CIP contain over $3.8 million in projects for
which the City will seek federal grants; these projects are primarily pedestrian and bicycle
facilities and, based on past successes, would stand a reasonable chance of being funded.
Budget constraints and soaring deficits at the federal level are likely to reduce the available
funding and increase competition. The City needs to be prepared to either fund these
projects locally or reconsider including them on the CIP.

Capital infrastructure investment and equipment replacement: The short-term reliance on
the Special Five Mill Fund to provide funding for infrastructure investment will end shortly
and the cost of these projects will shift back to the General Fund in FY2013 (per the CIP),
along with approximately $750,000 in equipment replacement needs. While these costs are
included in the expenditure projections, they are a significant contributing factor in the
continued drawdown of the fund balance.
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Fund Balance Outlook: As the City Changes in Fund Balance

developed the past two biennial 0

budgets a key component of 60

management’s strategy was to rely on 50

reserves to absorb the impact of the a0
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second key component of this strategy _

was to temporarily move the burden of Mol ML M L fe s e
transportation infrastructure and some [ Beginning Fund Balance @ Total Revenues & OFS

B Total Expenditures & OFU W Ending Fund Balance

capital equipment replacement to the
Special Five Mill Fund and other special revenue funds where excess capacity was available. As we
approach mid-biennium in FY2012, the City must begin preparing for the General Fund to resume
spending on infrastructure. In FY2013 - FY2014, the City will need to spend almost $2.8 million on
capital equipment and infrastructure increasing to over $5.5 million for the FY2015 - 2016
biennium. This necessary level of funding directly contributes to the projected drawdown of the
fund balance.

Projected General Fund Balance Composition FY2010-FY2016
Actual Projected
2010 2011 2012 2013 2014 2015 2016
Reserved for:
Inventories 15,919 19,336 19,336 19,336 19,336 19,336 19,336
Prepaid expenses 4,010 14,588 14,588 14,588 14,588 14,588 14,588
Encumbrances 183,062 771,106 771,106 771,106 771,106 771,106 771,106
Advances
Advance to IDB 2,537,853 2,462,853 2,377,853 2,211,353 2,044,853 1,878,353 1,711,853
Advance to Indian Pines 337,173 313,192 287,921 261,291 233,229 203,658 172,497
Advance to SWMF 216,892 216,892 173,514 130,135 86,757 43,378 -
Property for resale 4,131,127 4,131,127 4,131,127 4,131,127 4,131,127 4,131,127 4,131,127
Total adjusted reserved fund balance 7,426,037 7,929,095 7,775,446 7,538,938 7,300,997 7,061,548 6,820,508
Permanent Reserve 4,682,899 4,350,402 4,080,729 4,141,940 4,204,069 4,267,130 4,331,137
Unreserved/Undesignated 11,265,468 7,569,216 7,336,631 5,347,994 3,348,354 706,477 (814,221)
Ending Fund Balance 23,374,404 19,848,714 19,192,806 17,028,872 14,853,420 12,035,155 10,337,425
Ending Fund Balance (excl. Perm.
Res.) as % of Adj. Expenditures 33.06% 27.53% 27.96% 22.64% 18.23% 12.83% 9.86%
Our fund balance composition has changed Ending Fund Balance Trends

over the past several years, and it should be | 200000
emphasized that the fund balance does not | »coo®

equal cash. The fund balance in the General | *“**
Fund includes: 1) the Permanent Reserve, | ™" -

which is highly liquid but is currently being
drawn down to level fund the school system,
2) amounts reserved for inventories, prepaid | o000
expenses, and encumbrances, which are
projected based on historic averages, 3) Actual Projected
property held for resale, which consists of e

5,000,000

FY2004
FY2005
FY2006
FY2007
FY2008
Fr2009
Fr2010
kY2011
Fra012
FyY2013
FY2014
FY2015
FY2016

Unreserved/Undesignated Total
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several outparcels at the mall, and 4) advances to other City entities, which the General Fund is
recovering over various repayment plans. What remains after subtracting all of these items is the
unreserved/undesignated fund balance. This is the amount available to finance other projects and
operations, and is generally considered highly liquid. The table above shows the projected fund
balance under the projected revenue and projected expenditure environments. Note that,
beginning in FY2016, the projected unreserved and undesignated amount becomes negative; if that
occurred, the permanent reserve would have to be tapped to finance ongoing operations.

The City Council has formally established the policy goal that minimum net ending fund balance
(excluding permanent reserve) be equal to 20% of total expenditures or higher, with management’s
unofficial target being 25%. This strong reserve policy was adopted in recognition that more than
40% of the General Fund’s total revenues are derived from a single source — sales tax, and that sales
tax is highly sensitive to general and local economic conditions. Under the current projections, the
ending fund balance falls below the Council’s target in FY2014.

Even though the City’s practice of conservatively projecting revenues and realistically planning for
expenditures has typically resulted in better than expected performance, the City has been
spending at a deficit since FY2008. These planned drawdowns of Fund Balance were acceptable and
well-managed but cannot be sustained. Without higher-than-predicted revenue performance, or
some combination of significant reductions in the cost of services and reductions in the planned
capital and economic development investments, the drawdown of fund balance will continue.

Summary of Options and Proposals
In order to proactively address the continued projected decline of our reserves, several options
and/or proposals are included as part of this review.

1. Sales Tax Increase — Of the major revenue sources, only the top four (Occupational License,
Business License, Property Tax and Sales & Use Tax) contribute the funds necessary to
eliminate the spending deficit and fund the growth in Auburn City Schools. Sales Tax
currently accounts for approximately 40% of General Fund revenues and is able to be
changed by a vote of the City Council whereas Property Tax would additionally require
legislative and voter approval. Increases in Business License and Occupational License fees
are also available options but neither would be expected to raise sufficient revenue on its
own. A detailed summary of each option, as well as comparative rates, begins on page 47. A
one penny increase in Sales Tax would generate an estimated $7.03 million annually, based
on FY2010 actual receipts, and would still allow Auburn to remain competitive in commercial
and retail development with our neighbors. If such an increase were split evenly between
the City and ACS it would be sufficient to fund their short-term expansion needs and help
with funding shortfalls brought on by the State’s financial difficulties. The City’s portion
would eliminate the projected continued deficit spending, allow for street resurfacing
projects to be aligned with the City’s needs, to fund continued economic development
activities, and reduce the amounts needed for future debt to fund such projects as the
replacement of Moores Mill Bridge at 1-85.
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Business License — The proposed changes are not anticipated to generate any significant
revenues but are proposed to more closely align our general issuance fee with the state
guidelines, and, if deemed desirable, begin to equalize our Commercial and Residential
Rental Business License fee rates. See page 49 for more information.

Liguor Wholesale Tax - Staff recommends increasing this tax from 3% to 7%. This will
generate an estimated increase of $117,583 in FY2012, and will help to offset the costs of
providing public safety services to our alcohol establishments, especially downtown bars and
restaurants, as well as bring this tax closer to those of our peer communities. See page 51
for more information.

E-911 Communications Fee — Staff recommends equalizing this fee to that charged in Lee
County and Opelika. This will generate an estimated $90,984, and will help cover the costs of
operating the City’s 911 Call Center. Fees established to cover this cost currently generate
about 2/3 of the Communications Division expenditures. See page 53 for more information.

Revenue Collection in the Police Jurisdiction — With an increase in policing needs in the
police jurisdiction, the City Council needs to consider levying Sales & Use taxes and Business
License Fees as allowed by law. Locations in the police jurisdiction, but outside the City
limits, accounted for about 5% of all calls for service while contributing no revenue. The
recommendation is to develop a more comprehensive study to determine the full
consequences of police jurisdiction taxing and revenue collection. A detailed discussion of
the initial research, including maps, incident counts and a comparison of the cost of services
and revenue estimates, is presented on page 55.

Downtown Parking Revenues — In follow-up to the Downtown Parking Review presented to
the Council in 2009, staff recommends revising the City’s parking ordinance with the intent
of adjusting meter rates and enhancing enforcement and collection activities. Additional
revenues will be used to fund parking-related capital projects, addressing a major priority in
the Citizen Survey. See page 63 for more information.

Solid Waste Fund Rate Study recommendations - In order to continue providing excellent
solid waste and recycling services, staff recommends increasing residential curbside
collection rates by $3.00 per month and backdoor collection rates by $3.50 per month
beginning in October, 2011, with future rate adjustments phased in as outlined in the 2011
Solid Waste Rate Study report presented earlier this week. Please see the report from the
City’s consultant for additional information.

Sewer Fund Rate Study recommendations — To allow the City to continue planned capital
improvements to the wastewater infrastructure, staff recommends increasing the average
individually-metered residential service rate by $1.20 per month beginning in October, 2011,
with future rate adjustments phased in as outlined in the 2011 Sewer Rate Study Update
presented earlier this week. Please see the report from the City’s consultant for additional
information.
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Conclusion

In the 2011 Citizen Survey, our citizens continued to rank City services very highly and their
satisfaction with the overall value received for their tax dollars was 33 percentage points above the
national average. The priorities that our residents voiced in the survey inevitably translate into
funding needs. To continue to pursue the hallmarks of our municipal government, excellence in the
delivery of City services and high citizen satisfaction, some changes will be necessary. The
recommendations put forth in this document are presented as a plan which allows the City to
continue to earn the citizen’s trust in responsibly providing essential government services. The
proposals have been balanced to avoid undue impact on any single sector of our population and are
intended to not hinder our local economy’s ongoing recovery from the recession.

Sincerely,

Charles M. Duggan, Jr.
City Manager
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City of Auburn

2011 Revenue Review

Follow-up to 2007 Key Decisions

Yes No

1. Should the staff study the effect of a business license ordinance
amendment to provide for a “small vendor” business license category? 8 0

The Revenue Office studied the option of providing this license category by looking at how many existing
taxpayers would be affected, analyzing the amount of revenue that would be lost for various fee levels
of a proposed small vendor business license, and evaluating the impact of this additional license
category on the administration of the business license ordinance. After completing this evaluation, City
Staff discovered that the City of Auburn already made concessions within the City Code that promoted
small businesses and created exemptions for many businesses that would potentially fit into this
category. In addition, no cities within Alabama had implemented a “small vendor” business license
category because of difficulty experienced while trying to define the term “small vendor”. Therefore,
since the City Code has concessions for small vendors, the City staff determined not to propose this
category to Council for consideration.

2. Should the staff study the effect of a business license ordinance
amendment to provide for a “true up” of the first year’s business license fee
at the time the second year’s business license is obtained? 5 3

Research determined that this would be an administrative burden on both the taxpayer and the City
(based on current staff size) to enforce and manage this method for calculating the business license fee.
Staff believed the use of many estimates and valuations would be confusing to the first time business
owner. Therefore this amendment was not pursued.

3. Should the business license ordinance be amended to require a special
license for a business to hold a going out of business or distressed
merchandise sale? 3 5

Based on the Council decision, the Finance Department did not to propose a special license for a going
out of business sale.

4. Should the City staff conduct a study to determine the most feasible

(technologically and cost-beneficial) method by which to enable the City’s

taxpayers to file tax returns and remit tax payments via the Internet? 8 0
The City staff researched this question and determined the State’s online filing system for self-
administered cities to be the best first step toward implementing a complete online filing package for
the City of Auburn’s taxpayers. The final phases of testing are currently in progress and the Finance
Department expects to ‘go live’ within the next 60 days. This system will allow businesses to
electronically file and pay sales, use, rental and leasing, and lodging taxes. As part of the broader
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initiative, the Finance and Information Technology departments are continuing to develop a means by
which the taxpayers can file business license returns and remit most City of Auburn taxes via the
Internet.

5. Should the City staff conduct an analysis of building permit, planning,
engineering and inspection fees to determine the adequacy of Auburn’s
fees as compared with those charged by other cities and the costs to
provide these services? 7 1

Staff has conducted initial reviews of several of the fees for permitting and inspection services and
determined that the fee schedules are not properly aligned with the cost of services provided. With the
creation of the Neighborhood, Development, Growth and Infrastructure Business Unit, staff
recommends waiting until any departmental reorganization has been finalized to revisit these fees.

Page 10 2011 Revenue Review Introduction



City of Auburn

2011 Revenue Review

Key Decisions

1. Should the City’s Sales Tax rate be increased by 1 cent to provide additional funding for Auburn City
Schools and infrastructure investment? (Page 47.)

Yes No

2. Business License Fees — Commercial Rental (Page 49.)

a. Should the commercial rental license fees be increased to .50% of gross receipts for FY2012?
Yes No
b. After FY2012, should the commercial rental license fees be increased over the next 4 years
to bring the fees inline with residential rental license fees at 1.5% of gross receipts?
Yes No

3. Should the business license issuance fee be increased to $10? (Page 49.)
Yes No

4. Should the Liquor Wholesale Tax be increased to 7% of gross wholesales? (Page 51.)
Yes No

5. Public Safety Fees — E-911 Fees(Page 53.)

a. Should the wired E-911 Fee be increased to equalize with the Opelika and Lee County rates?
Yes No
b. If proposed legislation now under consideration (SB101 and HB114) is passed in a form that

will reduce the City’s Wireless E-911 revenues, should the wired E-911 rates be increased to
offset this loss?

Yes No

6. Should staff pursue the the recovery of costs incurred in providing police services in the police
jurisdiction, but outside City limits? (Page 55.)
Yes No

7. Should staff study changes to the City’s parking ordinance, with the intent of developing a
comprehensive proposal for revisions to meter rates, penalties, and enforcement practices? (Page
63.)

Yes No
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City of Auburn

Key Decisions (Continued)

Should Solid Waste Rates be increased to cover some or all of the costs associated with collection
services?

Yes No

If yes, please choose one of the following:

a. Option1l (All Allocated Expenses & Replacements — No General Fund Subsidy)
Residential Curbside waste pickup fee increase of $5.00 and Residential Backdoor waste pickup
fee increase of $5.50.

b. Option2 (All Allocated Expenses & Replacements — $350,000/yr General Fund
Subsidy) Residential Curbside waste pickup fee increase of $3.00 and Residential Backdoor
waste pickup fee increase of $3.50.

c. Option3 (Replacements but no Additional Allocated Exp — $619,000-$650,000/yr
GF Subsidy) Residential Curbside waste pickup fee increase of $1.50 and Residential Backdoor
waste pickup fee increase of $2.00.

d. Option 4 (No Add Allocated Exp or Replacements — $619,000-5650,000/yr GF
Subsidy plus vehicles)

Residential Curbside waste pickup fee increase of $0.50 and Residential Backdoor waste pickup
fee increase of $1.00

Should Sewer Rates be increased to meet the projected system revenue requirements for the
projected period?
Yes No

If yes, please choose one of the following:

a. Option1 Residential monthly bill increase by an average of $1.20 (6.9%)
b. Option 2 Residential monthly bill increase by an average of $0.68 (3.9%)
c. Option3 Residential monthly bill increase by an average of $1.68 (9.9%)

Recommended Option
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City of Auburn

2011 Revenue Review

Revenue Overview

Purpose
The purpose of the City’s quadrennial revenue review is to conduct a comprehensive
examination of the General Fund’s revenue structure in order to determine its adequacy to
finance the City’s operations and capital plans for the current and subsequent biennial budget
periods. The assessment of the General Fund revenue structure shall be performed within the
context of:

e the Fund’s long-term financial projections;

e the biennial budget in effect at the time of the revenue review;

e the approved long-term capital improvement plan in effect at the time of the review;

and
e other relevant long-term planning documentation and information.

The revenue review process shall also examine Auburn’s revenue structure in comparison with
that of other Alabama cities of similar size and shall consider options for changes in Auburn’s
revenue structure for recommendation to the City Council. City staff may also make
recommendations to the Council concerning revenue administration issues for additional study.
In addition to the quadrennial revenue review, the City’s revenue structure may be studied, and
recommendations for changes therein developed, during the biennial budget process and the
mid-biennium budget review process, as well as at other times as the City Manager may deem
appropriate.

General Fund Revenue Structure

The City’s General Fund revenue finances the basic services provided by the City: public safety,
public works, environmental services, planning, parks and recreation, library, and general
administrative services, including economic development. Consequently, the adequacy of the
General Fund’s revenue sources to support the level of services expected by citizens is a
cornerstone of short-term and long-term financial planning.

The State of Alabama has the legal authority to establish the municipalities’ revenue sources.
The State may set maximum rates, require voter approval to increase specific revenue rates, or
allow city councils to change revenue rates simply by ordinance. The State levies some taxes
and fees which it shares with the counties and municipalities, calculating each local
government’s share by a legally mandated formula. For some revenue sources, such as
property taxes and sales taxes, there is no direct correlation between the amount of tax paid
and the amount of services received by the taxpayer. For other types of revenues, like parking
fees and gasoline taxes, there is a direct relationship between the service provided and the fee
paid.
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Before deciding how much money to spend in providing services to citizens, the Council must
know how much revenue is estimated to be available to finance the costs of those services. To
develop those revenue estimates, the Finance staff maintains detailed records of General Fund
revenues, by source, for each fiscal year. The staff analyzes revenue trends over years as a
preliminary step in developing revenue projections for the budget. The revenue trend
information is used in conjunction with information about the various economic factors that are
likely to affect revenue growth to develop estimates of how much revenue the City is projected
to have available in future years.

Alabama cities and counties are sales tax dependent; that is, sales tax revenue provides a
significant percentage of the total revenues received. Auburn’s sales tax typically provides
about 40% of the total General Fund revenue each year. This is an important factor in
developing revenue estimates, since sales tax revenue is highly sensitive to changes in the
economy. For example, if there is a recession that causes businesses and industries to lay off
employees, people have less income to spend, which causes sales tax revenue to decrease.
Likewise, if gasoline prices increase significantly some people will cut back their spending on
other items and thus reducing sales tax revenue to the City.

To minimize the risks of sales tax dependency, it is important for the City to have a variety of
revenue sources that are not as sensitive to changes in the economy as is sales tax. This
rationale is the basis for the City’s concentrated effort to develop a diversified industrial base to
generate revenue from occupation license fees and business license fees. Economic and non-
economic factors interact, producing a synergy that has meant stability in all of the City’s
revenue sources.

The top four revenue sources of the General Fund typically comprise about 75-80% of the total
projected resources available to finance the annual expenditures of the Fund:

Table 1.
General Fund | Audited Actual [ Mid-Biennium Projected Budget |
Revenue Sources FY 2010 FY 2011 FY 2012
As % of As % of As % of
Amount Total Rev Amount Total Rev Amount Total Rev

Sales tax $ 21,081,232 39.9% $ 21,250,000 40.6% $ 21,541,500 40.5%
Occupation license fee 8,448,505 16.0% 8,615,000 16.5% 8,873,000 16.7%
Business license fee 8,112,960 15.3% 8,059,500 15.4% 8,139,500 15.3%
Ad valorem (property) tax 4,092,017 7.7% 4,226,150 8.1% 4,278,067 8.0%

Total - Top 4 sources 41,734,714 78.9% 42,150,650 80.6% 42,832,067 80.6%
Total Revenues $ 52,895,467 100.0% $ 52,294,284 100.0% $ 53,155,597 100.0%

In order to help management understand these important sources of income to the City of
Auburn and prepare for how fluctuations to these income streams impact the ability of the City
of Auburn to provide basic services, school funding and future projects, the following pages
contain detailed information concerning the top four revenue sources: sales and use tax,
occupation license fee, business license fee and Ad Valorem tax.
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Since the last Revenue Review in 2007 two significant changes have occurred in the general
fund accounting that affects total revenue for this fund.

First, an enterprise fund was created at the beginning of fiscal year 2009 to account for the
solid waste and recycling activities of the City of Auburn. The solid waste collection fees were
moved out of the General Fund revenues to the Solid Waste Management Fund. This
decreased revenues in the General Fund by approximately $3 million each fiscal year.

Second, at the beginning of 2009 all grant funding was moved to a special revenue fund. This
modification actually made the general fund revenues more predictable as grants tend to be an
irregular source of income designed for particular projects or assets.

All the numbers appearing in the document have been adjusted to reflect these two changes
creating comparable totals.

Total revenue of the General Fund has seen robust growth since fiscal 2001, increasing 57.5%
from $31.7 million to $49.9 million, an average annual increase of 11.5%. General Fund revenue
per capita has increased during this period (FYO1 — FY06) from $718 to $1,000; this increase is
the result of the sales tax rate increase in 2003, the solid waste collection fee increase for back
yard services in 2004, and the lodging tax increase in 2006, as well as vigorous growth in the
City’s economy and a modest increase in price levels. During the fiscal years 2007-2009 the
local, regional and national recession affected most areas of revenue for the City of
Auburn. Revenues continued to grow in 2007 by 7.8%, led by sales tax revenue. During fiscal
year 2008 revenues remained level, increasing only .43% or $218,205. This decline in the
growth of the City’s revenue combined with the unstable market environment increased the
importance of budget management while intensifying the complexity and unpredictability of
revenue levels. Since 2008, Auburn’s overall economy has rallied from the economic downturn
of the recent years and grown in a steady pattern from fiscal year 2009 stretching into 2011
(see page 24 for more detailed information on revenue history). Staff is conservatively
optimistic that this trend will continue. The chart below shows total General Fund revenue
from 2000 through 2010 not including other financing sources.

General Fund Revenues
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$50,000,000 | ! }
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$10,000,000 | 1 1 |
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Fiscal Year

Sales and Use tax has still not rebounded from its peak in fiscal year 2007 ($21,647,519), but
fiscal year 2010 saw a steady increase in sales tax at 3.9% growth from the prior year. The City
has seen a continued increase in fiscal year 2011; with a winning football season and good

Revenue Environment 2011 Revenue Review Page 15



Christmas sales the pattern is very positive at growth of 4.5% over FY2010. Total annual sales
tax collected for 2010 was $20,781,087, up 3.9% from fiscal year 2009.

Sales taxes FY2006 FY2007 FY2008 FY2009 FY2010
Base Year
Year to date (YTD) $ 20,805,169 $21,706,790 S 21,044,830 $ 20,143,854 S 21,058,710
YTD-change from prior year 901,621 (661,960) (900,976) 914,856
Change from FYO7 n/a - (1,562,936) (648,080)

Occupation license fee revenue tends to follow general unemployment trends in the local area.
However, with the stability of Auburn University and the diversified mix of commercial and
industrial base within the City, collections of occupation license fee saw very little fluctuation
overall during the recession. The City’s ability to recruit new industries even in the economic
downturn played an important role in stabilizing this revenue source. The last five years have
seen average growth in occupation license fee income of 4.5%. Fiscal year 2010 saw collections
rise to $8.5 million. With the continued announcements of companies such as GE Aviation and
Viper Motorsports investing in the City of Auburn this revenue source has a stable economic
outlook.

Business License fees are a lagging indicator of the economy because the current year’s license
fees are based on the amount of the business’ previous year’s gross receipts. Typically, this
revenue source reflects changes in the prior year’s economic conditions, an increase or
decrease in the number of businesses conducting operations in Auburn, the success of
individual businesses, and the Finance Department’s business license enforcement efforts.

Included within the amount listed in Table 1 are General Business License fees, Franchise fees,
and Residential and Commercial rental tax. Under a recent change, State law requires all fees
based on gross receipts to be collected annually; therefore, the majority of these fees are
collected in January and February of each year. General Business License fees revenue has
shown average growth of 8.2% over the past five years with slowing of the progress in fiscal
years 2010 and 2011. This fee comprises the greatest annual collection in this category; for
fiscal year 2010 general City businesses remitted $5,494,869. Franchise fees are established by
agreement. The City has standing contracts with utility and telecom companies based on gross
receipts or cost per feet for use of the right-of-ways across Auburn. These agreements are
renegotiated as they lapse and can vary in complexity and length with each enterprise. At
September 30, 2010, these agreements totaled approximately $960,000 each year. With the
introduction and growth of the telecom industries in this market, revenues could have a high
probability of increasing over time; however, the powerful lobbying efforts by this industry
have complicated and diluted this revenue stream. The last large contributor to business
license fees are companies or individuals that rent to the Auburn residential community.
Annualizing a change in timing of remittances, collections have increased by an average 7.6%
per year in the last five years earning $1,158,176 in fiscal year 2010.

Ad Valorem taxes have seen steady increases in the last four years. With the presence of a
highly acclaimed City education system, strong economy, major university and ample
recreational opportunities, the City of Auburn is a highly desirable place to live and work. The
City of Auburn has benefited from this stable base and been able to weather the housing crisis
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with minimal effect on real estate values in the City limits. This is advantageous in multiple
ways since Ad Valorem not only provides revenue to the City’s General Fund, but also to the
City’s Debt Service Fund and to Auburn’s Board of Education. In fiscal year 2010, Ad Valorem
taxes collected for the general fund equaled $3,704,717, an increase over the prior year of
6.3%. Prior to fiscal year 2010, this revenue source saw double digit increases each year;
however, growth continues to slow in fiscal year 2011 to an increase of about 1%.

Less significant (in terms of percentages of total revenue) General Fund revenue sources
include court fines; building permit fees; lodging, gasoline, liquor and cigarette taxes; interest
on idle funds; other fees for services; and revenues shared by the State government. Of these
less significant revenue sources, the Public Safety fee charged to Auburn University for services
provided by the police and fire divisions on campus has a substantial impact to the General
Fund revenues at $2 million in fiscal year 2010. This agreement continues to be negotiated as
changes in services provided occur.

The City of Auburn’s General Fund has a relatively diversified revenue base. Although the
General Fund is heavily reliant on sales tax revenues, the significant percentages of revenue
generated by occupation license fees and business license fees are mediating factors. With the
exception of property taxes, a significant majority of the remaining revenue sources can be
changed by vote of the Council, which gives Auburn the flexibility to respond to changing
economic conditions in the City. The City’s conservative budgetary approach and effective use
of the budget to control expenditures has provided an adequate fund balance to see the City
through possible natural disasters as well as short-lived economic challenges. Taking this
prudent approach means that constantly increasing tax and fee rates is not necessary.
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Sales and Use Tax

General Description:

Sales taxes are levied on gross receipts resulting from the retail sale of tangible personal
property within the corporate limits or police jurisdiction of a municipality. Use taxes are levied
on gross receipts resulting from the retail sale of tangible personal property outside of a
municipality that is subsequently brought into a municipality for use, storage or consumption
by the purchaser. The City’s sales and use tax rate is 3.0%. The State sales tax rate is 4% and
the county sales tax rate is 1%, for a combined sales tax rate within the City of 8.0%. This rate is
comparable to that levied in our neighboring city and compares favorably with other Alabama
cities nearby. The City sales tax is administered by the Finance Department staff. Growth in
sales tax revenue is attributed to the economic development of the City.

Authority by which revenue imposed (State or City Code section):
State Code: §11-51-200 through 207 §40-23-2 and §40-23-61
City Code: §12-81

Process required for rate change:
Ordinance change; Council approval

Date and ordinance number of last rate change:
May 6, 2003 (Ord. #2118) changed the sales tax rate for the City of Auburn from 2.5% to 3.0%.

Remitted by: Business owners generally monthly, but in some rare circumstances there are
collections of sales tax on a quarterly or annual basis.

Ten-year History

Fiscal Year Revenue Rate % change 2 »24.00
2001 12,554,602.45 2.5% § $22.00
2002 13,160,761.16 2.5% 48% |S $20.00 /\,‘/
2003 14,589,314.80 2.5%, 3% 10.9% '
2004 17,959,076.45 3% 23.1% $18.00
2005 18,429,012.64 3% 2.6% $16.00
2006 20,773,723.96 3% 12.7% /
2007 21,784,156.76 3% 4.9% $14.00 /
2008 21,044,830.43 3% -3.4% $12.00
2009 20,143,853.98 3% -4.3%
2010 21,081,231.64 3% 4.7% $10.00
— o o < wn o N~ o0 (o)) o
o o o o o (@) o o o —
o o o o o o o o o o
.. . o o o o o o o o o o
Rates charged by other Alabama cities (in total):
Montgomery — 10.0% Tuscaloosa —9.0%
Birmingham — 10.0% Dothan —9.0%

Opelika — 8.0%

Increase in current rates would yield (based on 2010 revenues):
%% - $1.76 million annually
%% - $3.51 million annually
1% - $7.03 million annually
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Occupational License Fee

General Description:

A license fee assessed against a person that engages in any trade, occupation, or profession
within the City for the privilege of engaging in such activities. The City’s occupational license
fee is 1% and is half a percent (.5%) less than that levied in our neighboring city. The City
occupational license fee is administered by the Finance Department staff. Growth in
occupational license fee revenue is attributed to business expansion and economic
development of the City.

Authority by which revenue imposed (State or City Code section):
State Code: §11-51-90
City Code: §12-34

Process required for rate change:
Ordinance change; Council approval

Date and ordinance number of last rate change:
Jan 20, 1970 (Ord. #416) set the Occupational license fee in the City of Auburn 1.0% of gross
wages.

Remitted by: Business owners and individuals employed by the Federal government on
guarterly basis

Ten-year History
, $9.00
Fiscal Year Revenue Rate % change b4 $8.50
2001 5,063,471.96 1.0% 2 ! ' M
2002 4,981,415.09 1.0% -1.6% s 8.00
2003 5,557,851.15 1.0% 11.6% 57.50 ~
2004 7,197,943.09 1.0% 29.5% $7.00 4
2005 6,785,102.64 1.0% -5.7% $6.50 /
2006 7,402,470.13 1.0% 9.1% $6.00
2007 7,826,656.41 1.0% 5.7% $5.50 /
2008 8,174,202.00 1.0% 4.4% $5.00
2009 8,107,024.32 1.0% -0.8% $4.50
2010 8,448,504.92 1.0% 4.2% $4.00
— o o < N o ~ 0 ()] o
o o o o o o o o o o
e g R & R R {F R &8 R & K%
Rates charged by other Alabama cities (in total):
Montgomery — 1.5% Gadsden —2.0%
Birmingham — 1.0% Opelika —1.5%

Increase in current rates would yield (based on 2010 revenues):
%% - $1.06 million annually
%% - $2.11 million annually
%% - $4.22 million annually
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Ad Valorem — Property Tax

General Description:
A tax levied upon the appraised value of real and personal property located inside the
corporate limits of a municipality. The City’s property tax rate is 26 mills with 16 mills going to
education. The State property tax rate is 6.5 mills and the county property tax rate is 21.5 mills,
for a combined property tax rate within the City of 54 mills. This rate is comparable to that
levied in our neighboring city. The City property tax fee is administered by the Lee County
Revenue Commissioner’s Office. Growth in property tax revenue is attributed to geographical
expansion (annexations) and increased property development in the City.

Authority by which revenue imposed (State or City Code section):

State Code: §11-51-1 and §11-51-42
City Ordinance: #94

Process required for rate change:
Legislature approval
Ordinance change; Council approval
Citizen Approval

Date and ordinance number of last rate change:
Oct. 1, 1996 (Ord. #1628) established an additional 6 mills, for a total of 11 mills, for the

additional special school tax

Remitted by: Lee County Revenue Commissioner on a monthly basis

Ten-year History

Fiscal Year Revenue
2001 1,844,582.12
2002 1,930,709.50
2003 2,045,241.78
2004 2,433,164.01
2005 2,893,435.93
2006 2,730,686.66
2007 3,140,581.32
2008 3,586,577.23
2009 3,828,736.81
2010 4,092,017.37

Rate
5 mills
5 mills
5 mills
5 mills
5 mills
5mills
5 mills
5 mills
5 mills
5 mills

% change

4.7%
5.9%
19.0%
18.9%
-5.6%
15.0%
14.2%
6.8%
6.9%

Rates charged by other Alabama cities (in total):
Montgomery — 36.5 mills
Birmingham — 69.5 mills

Hoover (Jeff. Co.) — 72.6 mills

Vestavia Hills (Jeff. Co.) —92.6 mills
Vestavia Hills (Shelby Co.) — 79.3 mills

Millions

$4.50
$4.00
$3.50
$3.00
$2.50
$2.00

$1.50

2001

2002

2003

2004

2005
2006
2007
2008
2009

2010

Dothan — 33 mills
Opelika — 54 mills

Mt. Brook — 99 mills

Hoover (Shelby Co.) — 66.5 mills

Increase in current rates would yield (based on 2010 revenues):
% mill - $204,600 annually
% mill - $409,201 annually
1 mill - $818,403 annually
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Business License Fee

General Description:
A license fee levied against any company or person conducting business in the City. The City’s
business license fee for most new businesses is $100, plus a $5 issuance fee. The renewal fee is
based on the business’s prior year’s gross receipts and varies depending on the type of
business; however, certain categories have flat renewal fee. These rates are comparable to
those levied in our neighboring city. The City business license fee is administered by the Finance
Department staff. Growth in business license revenue is attributed to business expansion and
economic development of the City.

Authority by which revenue imposed (State or City Code section):

State Code: §11-51-90 to §11-51-185
City Ordinance: #885

Process required for rate change:
Ordinance change; Council approval

Date and ordinance number of last rate change:
Oct 16, 2007 (Ord. #2521) changed the due date and penalty amounts for renewals and added

a delivery services category

Remitted by: Business owners on an annual basis

Ten-year History

Fiscal Year Revenue
2001 2,898,315.32
2002 3,096,276.70
2003 3,257,389.92
2004 3,454,303.99
2005 3,667,937.68
2006 3,916,911.99
2007 4,584,524.34
2008 4,911,150.90
2009 5,304,898.42
2010 5,494,868.43

Revenue Environment

Rate
GR and Flat
GR and Flat
GR and Flat
GR and Flat
GR and Flat
GR and Flat
GR and Flat
GR and Flat
GR and Flat
GR and Flat

2011 Revenue Review

% change

6.8%
5.2%
6.0%
6.2%
6.8%
17.0%
7.1%
8.0%
3.6%

ions

Mill

$6.00
$5.50
$5.00
$4.50
$4.00
$3.50
$3.00
$2.50

2001

2002

2003

2004

2005

2006

2007

2008
2009

2010
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City of Auburn
General Fund (Fund 100 only) - Changes in Fund Balance

The City Council's approach to determining the level of fund balance to be maintained in the City's General Fund is two-fold: 1) a strong budget administration and
monitoring process that enables timely management responses to changing economic conditions; and 2) commitment to taxation levels that will support the
provision of services and facilities, as well as provide appropriate reserves. Management strives to maintain a fund balance that is 20-25% of expenditures. In 2001,
the Council created a Permanent Reserve, to be used only in times of natural disaster or significant, unexpected economic stress. Maintaining strong reserves is a
strategy that has worked well over the years. In the 1990s, this approach sustained the City during recovery from hurricanes and is helping to mitigate the effects of
the current recession.

Actual
Audited Projected
FY1ion FY11 FY12 FY13 FY14 FY15 FY16
$ $ s
Beginning Fund Balance* 25,686,771 23,374,405 19,848,716 19,192,808 17,028,872 14,853,420 12,035,155
Revenues 52,114,937 52,294,284 53,155,567 54,511,225 56,006,932 57,493,825 58,973,182
Other Financing Sources (OFS) 2,111,250 466,250 241,250 244,650 248,118 251,655 255,263
Total Revenues & OFS 54,226,187 52,760,534 53,396,817 54,755,875 56,255,050 57,745,480 59,228,445
Expenditures 46,971,169 48,201,717 45,793,564 48,298,435 49,592,028 51,508,842 51,655,326
Other Financing Uses (OFU) 9,567,384 8,084,506 8,259,161 8,621,377 8,838,474 9,054,903 9,270,849
Total Expenditures & OFU 56,538,553 56,286,223 54,052,725 56,919,811 58,430,502 60,563,745 60,926,175
Excess of Revenues & OFS over
Expenditures & OFU (2,312,366) (3,525,689) (655,908) (2,163,936) (2,175,452) (2,818,265) (1,697,730)
Ending Fund Balance 23,374,405 19,848,716 19,192,808 17,028,872 14,853,420 12,035,155 10,337,425
Less: Permanent Reserve Fund** 4,682,899 4,350,402 4,080,729 4,141,940 4,204,069 4,267,130 4,331,137
Net Ending Fund Balance 18,691,506 15,498,314 15,112,079 12,886,932 10,649,351 7,768,024 6,006,288
Net Ending Fund Balance as a % of
Expenditures and OFU 33.06% 27.53% 27.96% 22.64% 18.23% 12.83% 9.86%

70

Millions $

Fy1ion FY11 FY12 FY13 FY14 FY15 FY16
Projected
Actual
OBeginning Fund Balance mTotal Revenues & OFS BTotal Expenditures & OFU BEnding Fund Balance

* Beginning fund balances include the Permanent Reserve.

** Permanent Reserve interest earnings are compounded at an estimated 1.5% annually.
A For easier trend analysis, revenues and expenditures do not include approximately $13.3 million due to debt restructuring transactions occuring in 2010. This occurred to

take advantage of the current downward trend in lending rates and reduce the City's interest costs.

Revenue Environment 2011 Revenue Review Page 23



‘6002 A4 SulINp pun4 anNuaAaY |e1P3dS UMO S} 0} puUn4 [BIBUSD BY} WO PIAOW SeM Suipuny JUelo
‘60027 A4 SulINp pun4 juswaseue|y 31SeA PI[OS Y3} 03 PIAOW BI3M S33) UOIII3[|0 3ISEA PIIOS YL 4

asuad|| uoizednado m

soxe} soleSm

000°000°65$  000°000°0S$ ~ 000°000°G¥$  000°000°0Y$  000°000'SES  000°000°0€$  000°000°SZ$  000°000°0$  000°000°STS  000°000°0TS 000°000'5$ -S

> 7 Z moo@ N
900t »
9NUBA3Y JBYI0 IV 3

oot ¥

soxe} Ajadoid m
I woo\o N
S99} 9sUI|| ssaulsng -

599} ] 600 N

0102- mooN SJeaj |edsid - mucwh._. 3NUAAY pun4 |eIdauUdD

%E"0 €06°LET S %9'C %0°€T- (T8L'260'8) $  L8T'9Ze'vS $  ¥8T'886'€ES $  OTE0LS'8L $  8TQ'SIV'T9 $  T99L8T'TS $  896'€TET9 ¢  S4O pue sanuanai |ejoL
%60  (LTE'ETT) %Y LT-  %TL8- (00z292'vT) 0ST'TTIC LLSVTET SLY'TTT'YT S66'S09°L TLT°0L0T 0S¥'8L€'9T S40 |exoL
%L0-  (0£2'19T) %9°LT-  %C'88- (000°666°€T) 000'0£8'T 0LT'T€0C 001‘89Y°€T 000°000°L S 000698'ST spaad0.d 3uimodiog
%69-  (£50°CS) %S0T~ %9°CS- (00z'892) 0ST'TPe L0€'€6C SLE'ESL $66'G09 TLT0L0T 0S¥'60S Spuny J3Yjo WoJj Ul sigjsuel]
- (S40) s@34nos Supueuly 12Yyi0
%8'0 0€Z'TSY %L'T %Y'ET 6T7'69T'9 LE6'YTIT'TS L0L'€99'TS TY8'8YEYS €E€8'TIB'ES 68€°LTT0S 81S'SY6'SY Sanuanal [e301
%CT 60T¥T %8°0- %8°€- (88£'19) €/1°85S'T ¥90'7YS'T ¥1ST0C'T Liv'867'T LT8'V¥9'T 196'6T9'T S9NUIABJ 1310
%SV 979'vv %E"6€ %961 791128 9€€'6€C'T OTL'V6T'T 858466 LTE'709 877889 vLT'8TY SIDIAIDS 10} 334 JAYI0
%TCT  YSL'YT %S'L %LLE €67'€9 ¥20'zee 047102 2080 €8€°0TC 8vY 18T TES89T $99} ,puny, SUONDII0D
%00 - %0°0C-  %0°00T-  (190°02S) - - Tr0SY 6L¥'SET YIETTE 190°02S vSiuelo
%0vS-  (v¥9'C1S) %T°€E- %9°ST- (8st'0zT) LTT'%S9 TLL'99T'T 661°056 v6v'616 0TL'0v0'T S8SVLL soxe) pa.eys ajels
%8t 0.6'89 %S°LT %9°L8 LT¥'S8S TIS'EST'T OvSv8T'T LE9'STY'T €LT'69€'T 790°S80°T 760899 saxey 8ui3po]
%6'6¢-  (092'TLT) %16 %L SY- (ev£'S0T) €027 €9Y'STY 886°CLS 195118 855VT8 9v6'6t 3s2493U]
%E'T 6T¥'SS %S°E %LLT 8€6'85€ €46°06€C ¥SS'SEET LY8'ELET €0LS67°T T6T99T'T GE0'CEDT sagueyd A1ajes olqnd
%6'€-  (9206T) %6°0- %E - (€£1°81) 8TL'80Y EvLLTYy €L6'V8Y 997'88Y STE‘66Y 168°9CY Xe} uisea| pue |ejuay
%E'E 0T€E'LT %9°9 %8°TE ¥78°0vT S6L°0LS 98%'€SS €52°0€S Teseey €SL'STY 1L6'6T1 S99} T16-3
%0'GS-  (€0L°0LE) %L+ %9°LE- (8¥8'867) 785'S6Y ¥82'998 €6v'7L9 S0E‘STOT 805'Tt6 0EV'v6L sHwJad uoinlIsuo)
%09-  (6¥L'L8) %19 %9°0€ ¥76°60€ 867'€TE'T LYO'TTY'T YIT'TLY'T 66L'GEET STT'E80'T YLE'ETO'T sauly 3upjJed pue 1uno)
e/u - %0'0z-  %0°00T-  (08E'TH¥'T) - - TOV'T9LT 152'599°C 785°455T 08ETHY'T x5934 UO[399]|0D 335BM pl|OS
%E'L 182°€9¢ %E'8 %y Ty 185'86T°T LT0°C60Y LE€L'8C8'E £19°985E 785°0vTE L89°0€LT 9EV'E68°C soxey Apadoud
%T'C-  (9TL'PST) %L°9 %9°E€E TT6TH0C vryeer’s 6ST'LLT'8 T60°Evy 'L 8€9°78TL 9/L°0LL'S €€5°080°9 $99} 95UD|| ssauisng
%TY I8V TYE %6't %S'17T T0v'€99'T S05‘8v'8 ¥20'£0T'8 T0T'vLT'8 £59'9T8'L 0LY'T0v'L €01°S8L°9 $939} 95U2]| UoNednI20
%SV 8LE'LE6 S %6C %y vT 612759 ¢ TET'TBO'TT $  pS8EYT'Or ¢ 0€8vv0'TT S 9STW8LTe ¢ vrL'eLL'0c  $ ET0'6TYBT S saxey saes
SONUIA’Y
%SY  unowy % SAY % SV unowy 0T0Z A4 6002 Ad 800C Ad £00T Ad 900C Ad 5002 Ad
60Ad < OTAd aseannu| || SOAd < OTAd dseanu| | (paupny) [endy _

0102-500T S1e34 [e3s1d
AJ03sIH anuanay - (Ajuo T pun4) pund |01aU39

uingny jo Ay

Revenue Environment

2011 Revenue Review

Page 24



*$3509 353.493ul S,A1D 9yl 92npaJ pue s31eJ Sulpus| Ul puaJl PJEBMUMOP JULIND 3Y) Jo aSejuenpe
93 03 Pa.44nd20 siy] "0TOT Ul SuLINd20 suolidesue.} 3ulIN1INIISU 1g3p 01 anp uol|iw £'€TS Ajorewixoidde spnjaul Jou op sasn Suldueuld 18Yl0 pue $321n0S Suldueuld J3Y1Q ‘sisAjeue puaJl JaIses 1o
*pa3s!| seSejuadiad uoidafoad ay) uo paseq aJe sieaA [easy pajdalold v

(0€£°£69°T) (597'818°7) (zsv'sL1'T) (9€6°€91°7) (806°559) (689°525°€) (0€LvE0E) (99€cTE?)
SL1°92609 SPL‘€95'09 20S0€Y'8S TT8616'9S STLTSO'YS €22982'9S %L'LT %8'9 29€08Y'vS €558€5'9S
6v8°0LZ'6 €06'vS0'6 vLv'8€8°8 LLE'TT9'8 191652'8 9057808 %T'TET  %6°€9T 900'SET‘6 ¥8€'£956
9Tv'Te8’L T61°929°L 696'8CH'L 9/5°0€T’L 09.°050°Z 09.°050°Z %60 %L'8T 09.0S0°L 65.'050°L
VEV'8YY'T TTL'8TH'T S05°601'T T08'06€'T 10'802'T 9vL'€€0'T %T'ESY  %TI8Y 9T'¥80'C S29'915'C
9Z€'SS9'TS v8'805°TS 820265'6Y SEV'862'8Y ¥9S'E6L S LTL'T0T'8Y %Ly %T LT~ 9SE‘SYE'SY 69T'TL69Y
02T'69S'0T 62L'€8S'TT LyL'ETL'OT SL'299°0T ¥SL'S6T'0T 6LL'061°0T %L'S %S°GS- 881'0vb'6 SOT‘TOV'ZT
9/L'€66'S ¥S2'€58°9 698'861'L £188T5°L 8YC'TV9'L €T0°€S8'L %10 %C'99- T0S'T0€'9 86€'STY'9
715288 657'876 185698 005606 0T¥'8%8 STI'v68 %LTE-  %0'TE- ST1'658 126'718
000068'T 000°050°C 7EE'859 000595 E 000°S %YvE-  %TTE LYT'TES T€9°T6LT
£029L 8867 ¥08°€8 §59'70T 208'veT 678'SCT %6'8TT %81 628'SeT 802°90T
979'92L'T 8TTLLI'T €ST'609'T ¥TL'T9S'T ¥62'T85'T TI8TIT %6°9VT %8 'Li- 988‘TZ9'T SP6'€9T'E
902°980°TY €TT'ST6'6E 782°8L8'8€ 689°0€9°LE 0T8L65'SE 8€6°0TL LE %ty %8'6T 898v06'SE #90°0L5 V€
618°/8¢ 6T8°/8C 9/1°28¢ 9/1T8C €099LC €199LT %S~ %L'T0T v£229C 910'8TC
LETIT 816'ST 909°00T 00€'ST 000°ST 000STT %LTV- %6167 000'STT 18661
SvS'618 GL9'S6L 00STLL 000°0SL = 068'6EV'T %T'T9 %0°0€- = 758'S€9
048°€6T'E 898'S6T'E ¥L6'TOT'E ¥¥6'L86'C SPL'YI8'C €€6'ET0'E %Ey %E'9 6L0°L66'C TLE'SOL'T
6TE'695'S vTT'9eY's £18°90€'S 868'VET'S ¥66'658'Y ¥50°9€0°S %Ly %T'ST L9S°LTL'Y YL'ETSY
9T¥'660°TE L09€6T'0E T8TVIE'6T TLE'09Y'8T 8TY'TEY'LT 8T¥'678'LT %L'E %E €T 876'C18'LT TOT'LLY'9T
Svb'8TT'6S 08Y'SYL LS 050'SS2'9S SL8'SSL'YS LT8'96E'ES ¥E€S‘09L°TS %8°SS 0LE'LTL'8T TE9'SYY'TS L81°922'VS
€92'SST S59'1ST 8T1'8hT 059'vvT 0SZ'TPe 0S2°991 %E'SE €85Y9T 05Z°99Y 0SZ'ITIC
- - e/u = 000°0£8°T
£927'S5C §59'TST 8T1'8YC 059'v¥T 0S2'TPe 052'99% Ajuo xey sed %6°9- %S°0T- %E'SE €8599T 052991 0521V
Z81€L6'8S ST8E6Y'LS 2€6°900°9S STTTISVS L95'SST'ES ¥8Z'v62°2S %8'0 %E'T %0°9S £81/295'8 78€'646'0S LEG'YIT'TS
97¥'988'T 899'€/8'T 656'TI8'T 0£T'T0LT ¥£9'769'T ¥19'02ST e/u %C'T %€~ %6'EY 676'8€9 ¥T2'9SY'T €L1'855'T
6T6'TVT'T €97t £5L90T'T S8T'68T'T 902'2LT'T 0SLTLT'T e/u %Sy %6 %EEY 78T'S6Y 0SL'TVT'T 9€€'6€T'T
957'S5¢C TOT'EVT STS'TET 00s0z2 000°0TZ 000002 %0°'S %T'CT %S°L %T Ty vTEY8 000°00C ¥20'2ET
155864 SLTYSL YSYTTL 756'7L9 0t9's€9 ovT'ze9 %6'S %0vS-  %8'T- %T'TY T9T'LLT ovT‘vL9 LTT'S9
¥6T'6TS'T S0v'68%'T 10209%'T 0LS'TEY'T 00S€0V'T 000°9LE'T %0°'C %8 %S'LT %T'CS ¥¥6'009 000°TST'T TIS€ST'T
010291 066991 016991 068991 0v8'991 0ET’L9T %00 %6'67- %L 0T~ %9°'TC ovT'ss 879'S5¢C €021
79€'v69'C L10'599°C 050'9€9'C 69€°£09°C 000'6£5°C 000'£L5°C %T'T %E'T %S°€ %6'LS EVSOVE'T 000°£TE'T €16'06€'C
€SELLY €66'L91 91885t 0z8'6hy 000'T¥Y 000'TTY %0°'C %6'€- %60 %V vt Shy'z8tT 000TTH 8T.'80Y
000'SEY 000°SEY 000'SEY 000'SEY 000°SEY 000075 %00 %EE %9°9 %9°0% €8€'TTT 000'S%S S6L'0LS
00008t 00008Y 000081 00008Y 000°08% 000'SLY %00 %0'SS-  %S'L- %L'9T SLT'89T 0000€£9 785'S61
SPETLT'T 8ET'T6T'T 679€9T'T T08'SET'T 0%9'80T°T 000'2£0°T %S'C %09~ %19 %07t 6€6'LSY 000070'T 86C'€TE'T
8ES€09'Y 616615y 0Z8'LEV'Y TTTLSEY £90'8LT'Y 0ST'9ZT'v %6'T %E'L %E'8 %568 080°€69°€ 0ST'9ZT'Y LT0'T60Y
ovy'TET'6 €91°976'8 €9£'899'8 796'66€'8 00S6€T'8 0056508 %T'€ %T'C- %L°9 %918 SLT'059'9 0056718 vy'TeT's
TL6'T8T0T ¥59'2€8'6 616'v05'6 GSS'E8T'6 000°€£8'8 0005198 %S'€ %Y %6V %T'8Y 875786'E 0009528 S05'81'8
S8LLLL'ET 6€8°L6T'EC $ 8E0'TEYTT $  8ED'080'TT $ 00S‘TPSTZ $  0000ST'TT $ %S¢ %S %6'C %1'Ly 9T¥'¥IL'6 $  000'529°0C TET'I80TT S
s103084 VAT 8ne JA-g JAjo %/ TR 1T 82 924 «(paupne)
vpaieloid paoaloud “1g pIN uodafoid 1e21101SIH Spng jo % 1e |eny 108png len1y
[ 9107 ST0Z 10T €T0C | z102 1102 | 9t0z-€TO0C a8ueyd Jua2iad 110C 110¢ 010¢

N40 ® sainnpuadx3
43N0 40 ® Sanuanay Jo ssaix3

N40 pue saunyipuadx3 [e3oL
n40 [ewoL
s|ooyas A uingny
sJajsued]
(n40) sasn Buiueury 15Yy10
sainjipuadx3 |ejoL
|eauawedag-uop |eioL
92IAI3S 1939
sa1oualdy apisinQ
suoizesadQ 393foid Md
S92IAJIDS |BUOSIAd SAQ |eJausD
suoijesadQ |esausn
|eauawedap-uoN

|eauawiiedaq [e3oL
Moddng Aduady
syaloud
AejinQ |ende)
salpowwo)
|enjoeJuo)
|euostad
|eauswiaedag
saJnypuadxy

S40 pue sanuanai |eyoL

S40 |eloL
spaadoud Suimouiog
Spuny JaY310 WOy Ul SIajsuel|
(s40) s@2anos Supueuy 1aYy10
sanuanai [ejol
SanuaAal JBYI0
S9JIAISS 10} $994 JAY10
S99}, punj SUOII31I0D),
saxe) paJteys 91e1s
saxe) SuiSpoq
159431u]
sadieyo Ayajes a1jqnd
xe1 3uises| pue |ejuay
S99 116-3
sjwuad uoidNIISU0)
sauly Supjied pue uno)
saxe} Auadold
$99) 95U2|| Ssauisng
$33) 95ua21| uonednadQ
soxey sa|es
sanuanay

Ajuo 001 pund

su01123fo1d ainpuadx3y pub anuanady - (Ajuo oo pund) pund [piauUa9

uingny jo A

Page 25

2011 Revenue Review

Revenue Environment



City of Auburn

Schedule of Tax and Fee Rates

Effective Date of
Rates Most Recent
Revenue Source City County State Total  City Rate Change
General Fund
Sales Tax general items 3% 1% 4% 8% August 1, 2003
automobiles 1.1% 0.25% 2% 3.35%
manufacturing and farm machines 1.5% 0.25% 1.5% 3.25%
Occupation License Fee 1% 1% January 20, 1970
Business License Fees various percentages of gross receipts, January 1, 2000
$100 minimum
Ad valorem (property) tax 5 mills 21.5mills 6.5 mills 33 mills Prior to 1948
Lodging Tax 7% (1% is committed to the Visitors Bureau) 2% 4% 13% February 1, 2006
Cigarette Tax* S$.04 per pack -0- 42.5¢ 46.5¢ March 10, 1981
Rental and Leasing Tax 1 1/4% of lease amount on automobiles 1.5% 3.75% April 1, 2001
2 1/2% of lease amount on all other items 4% 6.5%
linens/clothing 2% 4.5%
video rental 10¢
Gasoline Taxes* 2¢ per gallon (1¢ to General Fund, 1¢ to City Gas -0- 16¢ 18¢ March 23, 1976
Tax Fund)
Building Permit Fees Graduated base fee + additional fee. Up 1990
Leased Parking $100/month, effective October 1, 2008 October 1, 2008
Parking Fines $5, meter violation ($10 if not paid in 48 hours) November 5, 2002
$50, parking in leased space
$100, parking in handicapped space
Library Fees Overdue fees are $.50 per day for DVD's and September 2008
videos; $.10 per day for all other items.
Library cards for individuals not living in or working
in the City or attending Auburn University are $25
annually.
Planning Fees various January 1, 2003
Inspection Fees First and second inspections included in building March 16, 2004
permit fee; $25 for third inspection; $100
Five Mill Tax Fund
Ad valorem (property) tax 5 mills 5 mills Prior to 1948
Special School Tax Fund
Ad valorem (property) tax 11 mills 11 mills October 1, 1996
Additional School Tax Fund
Ad valorem (property) tax 5 mills 5 mills October 1, 1960
Property Tax Summary City County State Total
General Fund 5 mills 6.5 mills 2.5 mills 14 mills
Education 16 mills 5 mills 3 mills 24 mills
Auburn district shools 3 mills 3 mills
Roads and bridges 3 mills 3 mills
Debt retirement 5 mills 5 mills
County hospital 2.5 mills 2.5 mills
Veterans' pension 1 mill 1 mill
Dependent children 1.5 mills 1.5 mills
Totals 26 mills 21.5mills 6.5 mills 54 mills

* The City also collects these taxes from businesses in the Police Jurisdiction at half the rate levied against businesses in the corporate limits
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City of Auburn

2011 Revenue Review

Expenditure Environment

This section of the document contains the expenditure assumptions that form the foundation
of the long-term financial projections. The Revenue Review is designed to present a
conservative, yet balanced, look at the City’s revenue position, and how well those revenues
will fund the level of expenditures required to meet the objectives of the City Council, the
Management Team, and our residents. The expenditure environment is discussed in the
context of the City’s Mission Statement and how the different objectives of the Council are
translated into projects and initiatives. Following this narrative, you will find the City’s Working
Capital Improvement Plan (CIP) and a comprehensive debt service schedule. The debt service
schedule includes existing debt to maturity, future debt as dictated by the CIP, and “other”
debt, which are payments to other entities for the City’s share of debt they incurred on
cooperative initiatives. In addition, debt is also presented grouped by functional activity, to
allow a more complete picture of the types of projects the debt was used to fund.

Expenditure Environment and the Mission of the City of Auburn

We undertake the Revenue Review to critically evaluate the capacity of the City’s revenue
sources to achieve the stated goals of the City Council and the City’s administration. In the
short-term we reflect these goals through the current Biennial Budget; in the medium term
through the Capital Improvement Plan (CIP); and in the long-term through the City’s Mission
Statement. Thus, this section of the document provides an overview of the various
expenditures proposed in the short- and medium-term (Biennial Budget and CIP) to meet the
long-term objectives of the Mission Statement.

The mission of the City of Auburn is to provide economical delivery of quality services, created
and designed in response to the needs of its citizens, rather than by habit or tradition. We will
achieve this by:

Encouraging planned and managed growth as a means of developing an attractive built
environment and by protecting and conserving our natural resources. In 2009, the Office
of the City Manager announced its intent to reorganize several departments whose services
centered on growth and development-related issues and infrastructure provision. The
Neighborhood, Growth, Development and Infrastructure (NGDI) Business Unit include
Water Resource Management, Public Works, Environmental Services, and Planning
Departments, and will include the Codes Enforcement Division of the Public Safety
Department. While the City has done an excellent job in these individual areas, the strong
growth we have experienced in Lee County, coupled with changing economic and
environmental realities, require us to adapt our organization and workforce to operate
more efficiently, cooperatively, and without duplication of services. A key part of this
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initiative requires co-locating several of these departments, now spread across multiple
sites, into a single facility. The Alabama Street facility, acquired by the Council in August of
2010, will not only have significant organizational advantages, but with the Bailey-Alexander
Water Sewer Complex just down the road, also offer a convenient location for the
development community and residents to obtain permitting and inspection services. A
contract for the preliminary programmatic design has already been approved by Council,
and the first phase of the facility renovation is expected to occur in FY2012. Currently, this
first phase is budgeted at $2,000,000 and will be funded, if approved by the voters, with the
next Special Five Mill bond issue. Subsequent phases are not currently funded. The space
vacated by these reorganized departments will be used to expand the Police Division
offices. Additional operational costs for this new facility are estimated at $150,000 annually
and are included in the expenditure projections; at this time, no additional departmental
spending is anticipated as savings are expected through the elimination of duplication and
added efficiency.

Creating diverse employment opportunities leading to an increased tax base. While cities
across the country have responded to huge revenue declines and budget deficits through
layoffs, furloughs, tax increases, and service reductions, Auburn has been fortunate to avoid
many of these tough choices. This is due in part to our Council’s support of an aggressive
and innovative approach to economic development. The City’s continued effort to attract
and retain quality, technology-based industries has complemented the economic strength
and stability provided by Auburn University, and helped buoy the City’s fiscal position
through the current recession.

While the City has announced several high-profile industrial projects in the past few years, it
is important to recognize that we cannot rest on these accomplishments. Industrial
development in the Southeast continues to be extremely competitive, and we must develop
and market our technology parks in order to realize new jobs and revenue. The completion
of Auburn Technology Park West (ATPW), at a cost of $2,800,000, is currently on our CIP for
FY2013 and debt service is included in the expenditure projections; revised estimates for
the park’s ultimate completion include an additional $2,200,000 that is currently not
funded. The construction of a new interchange to serve ATPW and Auburn’s south side is
underway; however, $5,000,000 in additional funding for West Veterans Extension to
further expand industrial access has not yet been identified. Additionally, the City will need
to identify and secure significant acreage for the future construction of our fourth
technology park in the next five years; this is conservatively estimated at $8,000,000 and is
currently not funded.

Commercial development continues to be vitally important as well. While the City has had
some successes in commercial development, our efforts need to be increased if we are to
remain competitive. With locally-levied sales taxes providing over 40% of the revenues to
the General Fund, targeted commercial development activities, including additional staff
and funding, will need to increase in the coming years. Additional funding for these
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activities has not been included in the projections, as a funding source has not been
identified.

The CIP and expenditure projections currently include only the completion of ATPW.
Operational costs of the Industrial Development Board and Commercial Development
Authority are projected to increase only .5% due to current budget constraints. In
responding the 2011 Citizen Survey question of how or whether the City’s efforts to pursue
commercial and industrial projects should change in the future, 87% felt they should either
stay the same or increase. With all of the above in mind, the Council will need to determine
how best to move the City’s economic base forward.

Providing and maintaining appropriate infrastructure. While the general condition of our
infrastructure is better than that of many of our peer communities, 43% of residents
continue to identify street maintenance as the area of City maintenance requiring the most
emphasis. Road reconstruction and resurfacing tied with downtown parking as their
highest priority projects. In recent years, the City has undertaken numerous major projects
in an effort to improve our transportation and utility infrastructure; residents have noticed
these initiatives, as the number of residents who believe the City is building appropriate
infrastructure to keep up with growth increased by 10%, according to the 2011 survey.

While the City has been able to keep up with infrastructure needs during the current
downturn, it is important to keep in mind the management’s budget strategy since the
recession began. In 2008, in response to resident demands and declining revenues,
infrastructure spending was funded largely through proceeds of the Special Five Mill bond
referendum, not from the General Fund. This was anticipated to be a short-term measure
and would not be sustainable beyond FY2012. As our infrastructure needs have been
funded by the Special Five Mill for the past three years, adjusted General Fund expenditures
on capital projects over the last three years have been at their lowest levels since FY2002.

In a recent report to the City Manager, the City Engineer recommended approximately
$3,000,000 in street resurfacing needs each fiscal year in order to properly maintain the
City’s road network; based on the current funding identified in the CIP, this results in an
annual funding deficit of between $1,000,000 and $1,500,000. Under the current funding
scenario, these unfunded resurfacing projects would aggregate until debt service capacity
was available to fund a large-scale resurfacing effort in FY2016-FY2017.

Other long-term infrastructure needs are identified as well. The CIP (later in this section)
shows all planned projects and their funding sources. Debt is proposed to fund several
larger projects, most notably the replacement of Moores Mill Bridge. Also, in FY2013, the
funding for several capital infrastructure projects will again be provided by the General
Fund. Both the direct capital funding and debt service for the projects on the CIP are
included in the long-term General Fund expenditure projections and are major contributing
factors in the continuing drawdown of fund balance over time.
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Providing and promoting quality housing, education, cultural and recreational
opportunities. The overwhelmingly positive results from the 2011 Citizen Survey continued
to prove that the City Council and administration are heading in the right direction in
providing services directed at maintaining a high quality of life in our city. Although citizen
priorities for recreation-based projects continue to lag behind transportation infrastructure
and public safety projects, our residents nevertheless demand quality parks and
community-based recreation opportunities. The current CIP includes several recreation
projects, as well as an increased emphasis on pedestrian and bicycle facilities. A major
expansion of the Frank Brown Recreation Center and construction of the Senior Center will
be presented to voters this year as part of the 2011 Special Five Mill Referendum.

Our City K-12 education continues to be among the best in the state, but fiscal pressure
continues on Auburn City Schools (ACS) due to declining state revenues and increasing
enrollment. In October of 2010, officials with ACS presented their concerns to the Council
and, in the past several months, numerous meetings have been held between ACS and City
officials regarding how best to address their funding needs in the future. While the long-
term expansion plans are still being developed, it is clear that funding will be needed to
purchase land and construct a new elementary school, as well as secure land for a future
high school. The current estimate for these short-term needs is approximately $17,500,000,
and no funding capacity is available.

Providing quality public safety services. The City’s provision of public safety services has
continually resulted in the efficient delivery of innovative, effective, high quality police and
fire services. Residents recognize this as an area of government that adds to our high
guality of life and overall satisfaction with police, fire, and ambulance service was 88% in
the 2011 survey, compared with the national average of 80%. In every category measured,
police services outperformed the national averages. The Citizen Survey statistics, coupled
with our low crime rates, attest to the high level of skill and professionalism embodied in
our Police Division. Our Fire Division delivers excellent services as well, and is able to do so
with a high level of efficiency due to innovative programs, such as the Student Firefighter
Program. Recent efforts at better integrating the City’s Geographic Information System
(GIS) into determining response areas have significantly reduced response times, while an
ongoing effort to have onsite pre-fire building plans available in frontline vehicles will allow
first responders to more safely and effectively operate in the field.

As with transportation and utility infrastructure, public safety services are increasingly
feeling the pressures of population and area growth. Public Safety divisions have been
roughly level funded since FYO8 while service area and population have steadily increased.
In Police and Fire Divisions, personnel costs account for roughly 90% of their overall budgets
(65-75% in other City departments), leaving little flexibility for adjusting expenditures to
meet challenges such as the rising cost of fuel (over $300,000 in FY2010). Service area
expansions due to frequent annexations and the rise of incidents in the police jurisdiction
also add to costs. Additionally, the merger of the City’s Police Division with Auburn
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University’s Department of Public Safety increased Police staff size by 40% requiring
additional space and facilities.

While general operating and personnel costs make up the vast majority of public safety
spending, facility expansion and equipment replacement needs remain the highest priority
budgetary challenge. In the 2011 Citizen Survey, 52% of residents identified the expansion
of police protection and facilities as their highest priority project. The relocation of the
departments of the NGDI Business Unit to the future Alabama Street facility will allow our
Public Safety divisions, primarily Police, to fully occupy the Douglas J. Watson Municipal
Complex (DJWMC), more than doubling their current office space. Funding is tentatively
included in the CIP for a portion of the eventual renovation of the DIWMC, but additional
funds will be required to fully modify the existing facility to their needs.

Equipment replacement is another major need that is projected to become underfunded.
The severe duty conditions in which emergency vehicles operate require an accelerated
replacement schedule. Rapidly advancing technology, changing federal standards, and a
continually evolving operating environment require constant attention to equipment,
facilities and training needs. The CIP contains $5,763,550 in public safety projects through
FY2016, with $1,508,550 of this amount funded either conditionally upon sufficient
revenues or with potential grant funding. The current method of funding replacement
equipment conditionally based on sufficient prior year revenue will not provide the stability
of a dedicated funding level.

Operating an adequately funded city government in a financially responsible and fiscally
sound manner. One of the most concise measures of citizen satisfaction with government
is whether they feel they receive good value for their money. The 2011 Citizen Survey
found that 78% of Auburn residents are satisfied with the value they receive for their tax
dollars, compared to the national average of 45%. In order to continue earning exceptional
scores, an honest assessment of the City’s long-term expenditure expectations is required.

General Expenditure Environment: General operating expenditures are projected to
increase at a predictable rate, with the exception of escalating energy prices (both fuel
and electricity). Realistic escalators for fuel and electricity components (7-10% and 5%,
respectively) are included in the projections, while the general expenditure projections
include 2% annual increases in other contractual and commodities accounts. Personal
services, including wages and benefits, are projected to increase at 3%, and do not
factor in a cost-of-living adjustment (COLA), or additional new positions. The
assumption is that new positions or a COLA will only be considered if actual revenues
are sufficiently in excess of projected revenues. Operating projections also include the
additional costs of operating any new facilities as they are planned according to the CIP.

Capital Equipment Replacement and Capital Projects: In the current and previous

biennial budget, the General Fund has been largely relieved of capital spending as these
projects and equipment purchases were shifted to other funds with available capacity.
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This was a key component of the strategy to deal with the recession, and was intended
to be short-term. $531,147 was budgeted in the General Fund for either capital
equipment replacement or capital projects for the FY2011-FY2012 Biennial Budget. In
FY2013, General Fund expenditures on capital assets are scheduled to resume.
Generally speaking, $750,000 (in 2011 dollars) in annual capital equipment replacement
are required to optimize our fleet value and minimize service disruptions and
maintenance costs. The CIP contains $5,163,334 in General Fund capital projects from
FY2013-FY2016. The resumption of General Fund capital expenditures is a significant
component of the continued projected fund balance drawdown and will need to be
considered in revenue decisions.

Enterprise Activities: The City’s sewer operations have long been accounted for as a
business-type activity, and rates have been set in order to recover operating and capital
costs. In FY2009, the Council approved the staff recommendation to transition the
City’s solid waste and recycling activities to an enterprise fund as well. The purpose of
this was to isolate the costs associated with those activities and better match the rates
to the services provided. In October of 2010, a rate study was initiated to meet this
objective. The recommendations from that study included a rate increase in order to
reduce the General Fund subsidy of these activities over time and eventually provide for
more efficient equipment replacement. The recommended rate and its impact on the
General Fund are not included in the General Fund projections.

Our residents have consistently opted for increasing the availability and scope of our
recycling program. According to the 2011 Citizen Survey, 30% of residents choose
expanding the recycling program and facilities as their highest priority. As recycling
activities are still overwhelmingly subsidized by solid waste revenues, any expansion to
the recycling program will require additional funding, either through general taxes and
revenues (General Fund subsidy) or rate increases. Over the long-term, it is anticipated
that the costs associated with solid waste disposal will increase, even as recycling
participation improves and commodity revenues increase. Improving the fiscal health
of these business-type activities and reducing their reliance on General Fund revenues
by more closely aligning their rates with their operating costs are key components of the
City’s long-term financial strategy.

Debt: Since FY2000, spending on debt service has increased from 4.7% of total adjusted
expenditures to 11.7% in FY2010, and is currently budgeted at 14.4% in FY2011. While
some of this increase results from moving solid waste expenditures into an enterprise
fund, and refinancing debt from the Industrial Development Board (previously
accounted for as a transfer), our debt levels are currently at their peak. While our debt
levels are still very manageable, the City needs to avoid issuing further debt until
capacity becomes available, with an ultimate target of debt service as 10% or less of
total expenditures. Future debt issues are planned in accordance with available capacity
and scheduled projects on the CIP, and include:
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e 52,800,000 in FY2013 to complete Phase Il of Auburn Technology Park
West;
e 58,028,500 in FY2014 to replace Moores Mill Bridge at I-85 and Gay
Street at Town Creek;
e 54,546,950 in FY2015 for various road reconstruction and intersection
improvement projects.
Also planned, but beyond the timeline of the CIP, is an additional borrowing of
approximately $9,000,000 to cover the estimated aggregate shortfall in annual
resurfacing according to the 5-year resurfacing plan needs and actual projected funding
levels. This is anticipated to occur in FY2016-FY2017. A more complete picture of the
General Fund debt is included on page 45.

While our debt levels are elevated, they are still manageable and are scheduled to decrease
as existing debt is retired at a faster rate than new debt is added. Meeting the expenditure
needs arising from the planned resumption of General Fund capital spending in FY2013 will
be an additional challenge.

Recruiting and maintaining a highly motivated work force, committed to excellence. It is
clear from the positive trends in the Citizen Survey that our employees continue to be the
foundation of Auburn City government. With the third year of targeted budget reductions
underway, staff continues to improvise and adapt, making better use of scarce resources.
The Council has made a commitment that employees should be compensated
commensurate with their expectations and those of the citizenry, should have opportunities
through training and development for personal and professional growth, and should have
excellent benefits. The City’s reputation as a quality employer is reflected in the statistics
on longevity. Over 30% of the City’s regular workforce has been with the City for ten years
or longer.

The classification and compensation study was performed in FY2009 to ensure the City was
not only well-positioned to attract and retain a quality workforce at the time, but also to
make sure that we would emerge from the economic downturn with our excellent staff
intact. As the economy begins to recover, it is important to keep in mind that private sector
opportunities will continue to improve, thereby creating a potential threat to our
workforce. While the City has been forced to remove a cost-of-living adjustment (COLA)
from the proposed budgets for FY2010-FY2012, it will become increasingly important to
begin reconsidering this position as the economy and revenues rebound. While full funding
of the merit plan is included in the assumptions for the expenditure projections, a COLA is
not. Also not included is the addition of any new positions. As we continue to expect our
employees to do more with less, we will to need consider at what point that will
compromise delivery of services to citizens and the corresponding decrease in satisfaction
levels.

Facilitating citizen involvement. The City continues to offer numerous avenues for
residents to get involved in the direction of their government. Whether through service on
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one of the City’s advisory boards or commissions, or through their participation in municipal
elections or referendums, the priorities of our residents determine how and where their
resources are directed. The municipal elections in 2010 reflected a desire to maintain the
significant progress made over the last decade in economic development, community
beautification, and the provision of basic services and the quality of our schools. More
recently, the 2011 Citizen Survey gauged the priorities and demands of our residents, and
most are reflected in tangible ways through our spending priorities. According to survey
results, residents felt that the areas that should receive the most emphasis over the next
two years were: 1) flow of traffic and congestion management, 2) the maintenance of City
streets and facilities, and 3) the quality of the City school system. In responding to strong
growth, residents also felt that City officials should concentrate our efforts on, according to
the percentage of residents who rated the item as the highest priority, the City’s school
system (56%), traffic management (27%) and police protection (23%). This review presents
a recommendation for funding school growth, while the expenditure projections continue
to place an emphasis on transportation infrastructure and quality police and public safety
services. The 2011 Special Five Mill referendum will again include a majority of road
improvement projects, as well as projects which will facilitate the expansion of the Police
Division.

General Fund Expenditure Assumptions

The expenditure projections were built on assumptions of cost increases over time. Where
possible, historical cost indexes were used to help estimate how costs would escalate. Projects
on the CIP also impacted how and when certain expenditures, such as additional operating
expenditures or debt service, would occur. The following assumptions were made in
developing the expenditure projections:

1. FY2011 Approved Budget has been adjusted to reflect planned adjustments, including
FY2010 carryover expenditures, principal refinancing, and other budgetary events.

2. FY2012 Approved Budget will remain as adopted, with the exception of adjustments
planned to account for debt service and transfer budgets associated with the refinancing of
debt owed by the Industrial Development Board.

3. Departmental Expenditures:

a. Personal Services expenditures will grow by 3% annually. This amount does not include a
cost-of-living adjustment (COLA), nor the addition of any new positions. It is assumed that
any COLA or new positions will only occur if revenues exceed the projected amount and will
have little to no impact on ending fund balance.

b. Contractual Services will increase by 2% annually, with the exception of electricity line item
accounts, which will increase by 5% annually.

c. Commodities will increase by 2% annually, with the exception of fuel line item accounts,
which will increase by 10% over FY10 actual amounts, then 7% thereafter.

d. Additional operating expenditures to provide for new facilities, per the CIP, to include the
Senior Center, Frank Brown Expansion, and the Alabama Street facility.
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4. Debt service for debt issued to construct projects according to the CIP is amortized as
follows:

a. Auburn Technology Park West, $2,800,000 over 10-years at an assumed rate of interest of
5% with semi-annual payments.

b. Moores Mill Bridge at I-85 and Gay Street at Town Creek Bridges, $8,028,500 over 15-years
at an assumed rate of interest of 5% with semi-annual payments.

c. Road/Intersection Projects, $4,546,950 over 10-years at an assumed rate of interest of 5%
with semi-annual payments.

5. Projects listed on the CIP as funded contingent upon sufficient revenues are not included in
General Fund expenditures. It is assumed that they will only by funded if revenues exceed
projections and will have little to no impact on ending fund balance.

6. General Operations non-departmental spending will increase at rates similar to
departmental, except for West Pace tax sharing payments, which will increase by 10%
annually as buildout occurs.

7. Operational transfers to the IDB increase by 0.5% per year. Transfers to the other funds
increase by 3% annually.

8. Transfers to the Board of Education increase by the same percentage as overall General
Fund revenues.

9. Support for Outside Agencies increase 2% for each biennium, with the exception of the
Convention and Visitors Bureau, whose appropriation increases at the same rate as the
Lodging Tax projection.
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Working Capital Inprovement Plan
Fiscal Years 2011-2016

The City of Auburn maintains a Capital Improvement Plan (CIP) which covers a six-year, or 3 biennia, period. This plan details both the timing and funding sources of various
capital infrastructure needs of the City, as determined by the City's management team and professional engineering staff, and is reflective of the priorities of City Council and
residents. Through annual updating and continual monitoring of infrastructure conditions, funding status and a changing urban environment, the CIP is a flexible tool for
developing an attractive built-environment, while realizing the constraints imposed by limited resources.

The table below offers a summary of funding capacity from a number of sources, and is organized by year. Projects are grouped into category by type and the funding source
available is identified by the color-coding in the table below. Only projects with an identified funding source appear in the first biennium, with the exception of those projects
of low to medium priority which are funded conditionally based on sufficient revenues to the General Fund. The last four years represent a reasonable assumption of
available funding, both from internal and external sources. The current recession has limited available funding from the General Fund in the current biennium as well as
resulted in a more conservative outlook in future years as the availability of other revenue sources may become less certain.

The Working Capital Improvement Plan version includes updates for the current biennium, showing actual project costs and changes made to the adopted CIP based on
changing infrastructure needs and funding availability. The Working CIP contains no conditionally funded projects in the current fiscal year.

Breakdown by Funding Source FY11 FY12 FY13 FY14 FY15 FY16 Total

Alabama Department of Transportation/AOMPO 1,836,000 620,000 1,402,400 700,000 700,000 700,000 5,958,400
Other Capital Projects Funds 55,000 - - - - - 55,000
2009 5 Mill 3,925,873 - 3,925,873

Developer Contribution (Development Agreements) 866,145 120,000 153,000 _—_ 1,139,145

Grant Funding Secured 628,786 628,786

Grant Funding Sought | -] 5074400 1,315,000 456,000 | 1,213,000 868,175 8,926,575

Water Works Board 40,880 111,000 111,000 194,333 111,000 111,000 679,213

General Fund 462,662 | -] 592,000 658,334 | 2,050,000 | 1,890,000 5,652,996

General Obligation Debt Issue - General Fund - 2,800,000 8,028,500 3,102,323 1,444,650 15,375,473
General Fund, contingent upon sufficient revenues (conditional) - 776,000 1,312,550 856,000 426,000 671,600 4,042,150
Solid Waste Management Fund - 1,000,000 - - - - 1,000,000
Funded by Lee County 1,346,836 - - - - - 1,346,836
Total Projects 13,509,262 10,660,654 11,670,980 12,497,500 8,710,323 9,888,420 66,937,139
Funding Source Key Grant Funding Sought General Obligation Debt
ALDOT/MPO Grant Funding Secured Water Works Board W. Tech Cap. Projects Fund
General Fund Conditional Future 5 Mill 2009 5 Mill General Fund Funded by Developer
|Projects FY11 [ FY12 | FY13 [ FY14 | FY15 | FY16 | Total |
Public Safety
Custom Pumper for Station 3 350,000 350,000
Remodel Fire Station 1 50,000 50,000
Frequency Expansion 25,000
Public Safety Security Camera System 40,000 40,000
Console Expansion 90,000 90,000
Fire Station Number 6 75,000 |[11111950,000]| 1,025,000
Antenna/Cable Relocation 50,000 50,000
Drafting Pit at Drill Field (Training Aid) 18,550 18,550
Back up Generator (Fire Station 1) 40,000 40,000
DIW Facility Renovation/HVAC/Energy Efficiency Retrofit [ 500,000 500,000
Energy Efficiency & Conservation Block Grant Portion 500,000 500,000
Custom Fire Pumper North 385,000 385,000
Public Safety Training Center Drill Towers 180,000 180,000
Custom Pumper for Station 4 425,000 425,000
Expansion of Current Burn Building 195,000 195,000
Replacement of Ladder 2 750,000 750,000
Back up Generators 90,000 90,000
Custom Pumper for Station 1 425,000 425,000
Haz Mat/ Rescue Vehicle 165,000 165,000
Classroom Building 35,000 400,000 435,000
465,000 215,000 2,608,550 1,020,000 840,000 590,000 5,738,550
Leisure Facilities
Frank Brown Expansion/Senior Center/Park _ 3,250,000
Yarbrough Tennis Center Court Resurfacing 50,000 50,000
Samford Pool Renovations 140,000 140,000
Duck Samford Baseball Renovations 497,000
Lake Wilmore Community Center 4,350,000
3,250,000 50,000 140,000 - 847,000 4,000,000 8,287,000
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Funding Source Key

Grant Funding Sought

General Obligation Debt

ALDOT/MPO Grant Funding Secured Water Works Board W. Tech Cap. Projects Fund
General Fund Conditional Future 5 Mill 2009 5 Mill General Fund Funded by Developer
|Projects FY11 [ FY12 | FY13 [ FY14 | FY15 | FY16 | Total |
Bridges
North Donahue Bridge Replacement & Roadway Widening 2,782,604 2,782,604
Lee County portion 1,346,836
Bent Creek Rd at Moores Mill Creek Bridge Maintenance 50,000 - 50,000
Moores Mill Road Bridge Replacement 7,536,500 7,536,500
ROW Acquisition - AOMPO-funded portion 880,000 880,000
ROW Acquisition - City portion 220,000
Gay St at Town Creek Bridge Replacement 492,000 492,000
5,279,440 - - 8,028,500 - - 13,307,940
Pedestrian & Bicycle Facilities
Byrd St Sidewalk: MLK Blvd to Zellars Ave 80,000 80,000
Moores Mill Rd Multi-Use Path: CVS to Bent Brooke 27,000 27,000
EUD, Oak, Sanders & Zellars Sidewalks - SRTS Grant 151,849 151,849
S. College Street Sidewalk - City portion 38,100 38,100
ARRA Transportation Enhancement Grant 91,900 91,900
Downtown Pedestrian Improvements Project (EECBG) 101,700 101,700
Campus & Downtown Pedestrian Safety Project -
Magnolia Avenue Segment - City Portion 125,000 125,000
Magnolia Avenue Segment - University Portion 125,000
Hamilton Rd M-U Path: Moores Mill Rd to Barkley Crest Dr 98,254 98,254
Wire Rd Bikeway: Cox Rd to Webster Rd 375,000 375,000
W. Glenn Ave Sidewalk: Hemlock Dr to N. Donahue Dr 233,000 233,000
Harper Ave Sidewalk: Ross St to Dean Rd 181,000 181,000
Camellia Dr Sidewalk: Wrights Mill Rd to Gay St 65,230 65,230
Lunsford Dr Sidewalk: 849 Lunsford to Bedell Ave 26,000 26,000
Janet Dr Sidewalk: Hollon Ave to Heard Ave 40,250 40,250
N College St Sidewalk: Drake Ave to Shelton Mill Rd 255,000 255,000
Drake Ave Sidewalk: Perry St to N. College St 124,000 124,000
Tucker Ave Sidewalk: Zellars Ave to Foster St 77,000 77,000
E University Dr Sidewalk: Glenn Ave to Samford Ave 69,750 69,750
N Donahue Dr M-U Path: Farmville Rd to Yarbrough School 475,000 475,000
Byrd St Sidewalk: MLK Blvd to Magnolia Ave 91,995 91,995
Annalue Drive Sidewalk: Dean to University 314,000 314,000
Magnolia Ave Sidewalk: Byrd St to Beech St 76,600 76,600
Saugahatchee Greenway 868,175 868,175
660,549 178,254 880,230 566,000 475,000 1,350,770 4,110,803
Road Reconstruction
Street Resurfacing and Restriping 511,000 595,000 1,300,000 1,300,000 1,300,000 1,300,000 6,306,000
Auburn-Opelika MPO portion 700,000 700,000 700,000 700,000 2,800,000
Glenn Ave Resurfacing/Widening: N College St to N Donahue Dr 148,000 148,000
Auburn-Opelika MPO portion 592,000 592,000
Farmville Road Resurfacing 91,000 91,000
Auburn-Opelika MPO portion 364,000 364,000
Moores Mill Rd Resurfacing: Dean Rd to Samford Ave 98,000 98,000
Auburn-Opelika MPO portion 392,000 392,000
Mrs. James Road Resurfacing: Farmville west to City Limits 57,000 57,000
Auburn-Opelika MPO portion 228,000 228,000
Shelton Mill Road Resurfacing 41,200 41,200
Auburn-Opelika MPO portion 164,800 164,800
Subdivision Completion Project - Subdivision Bond-funded 326,145 -
Hamilton Rd Improvements 88,200 88,200
Auburn-Opelika MPO portion 352,800
N. Donahue Drive Resurfacing: Shug Jordan to School 46,200
Auburn-Opelika MPO portion 184,800
Bragg Ave Widening: N. Donahue to N College/Mitcham Ave 1,120,100 1,120,100
Cox Rd Improvements: Wire Rd to Veterans Blvd 510,400 510,400
Dean Rd Improvements: Thach Ave to Terrace Acres 400,000 400,000
N Donahue Dr Widening: Cary Dr to Bedell Ave 299,700 299,700
2,079,645 1,370,000 2,878,000 2,000,000 3,520,100 2,810,100 14,657,845
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Funding Source Key
ALDOT/MPO

Grant Funding Secured

Other Capital Projects Funds

Grant Funding Sought
Water Works Board

General Obligation Debt

W. Tech Cap. Projects Fund

General Fund Conditional Future 5 Mill 2009 5 Mill General Fund Funded by Developer
|Projects FY11 [ FY12 | FY13 [ FY14 | FY15 | FY16 | Total |
Intersection Improvements
S College St/Longleaf Dr Intersection Improvements 824,500 919,500
Fairfield Development Agreement 40,000 40,000
E University Dr/Opelika Rd Intersection Improvements 456,000 456,000
S College St/Shug Jordan Pkwy Intersection Improvements 861,223 861,223
Hwy 14/Webster Rd Intersection Improvements 361,000 361,000
Hwy 14/Shug Jordan Pkwy Intersection Improvements 143,550 143,550
135,000 - 824,500 - 1,317,223 504,550 2,781,273
Future Roads
Longleaf Extension to Cox Road - Developer Portion 500,000 500,000
City portion (sewer, sidewalk and additional width; Fund 424) 55,000 55,000
Veterans Extension: Cox Rd to Tech Park West 4,994,400 4,994,400
Outerloop Corridor Study - Grant Funding 738,000 738,000
555,000 4,994,400 - - 738,000 - 6,287,400
City Buildings/Facilities
City Hall Sealant and Wall Restoration Program 46,782 46,782
City Hall Roof Recoating 100,000 100,000
Downtown Parking Enhancements/Parking Deck Maintenance 110,269 110,269
Parking Meter Replacement ] 100,000 150,000 150,000
Public Works/Environmental Services Building 250,000 2,000,000 2,250,000
SWMF portion (pending revised cost estimate and avail. funding 1,000,000 1,000,000
Surface Parking Expansion and Landscaping 400,000 400,000
Auburn Technology Park West - Phase Il 2,800,000 2,800,000
Parking Deck Design - 150,000 150,000
407,051 3,100,000 3,300,000 150,000 150,000 - 7,107,051
Drainage & Watershed Improvements
Wright St Drainage Improvements 154,200 154,200
Darden Avenue Drainage Improvements 44,910 44,910
Green St at E University Dr Drainage Improvement 16,400 16,400
Opelika Rd at Guthrie's Drainage Improvements 145,000 145,000
Payne St Drainage Improvements 88,000 88,000
Mitcham Ave/Gay St Drainage Improvements 58,700 58,700
CIPP - Cured-In-Place-Pipe Drainage Improvements 50,000 50,000 50,000 50,000 200,000
Wetland Bank Study 55,000 55,000
Comprehensive Drainage Study 120,000 120,000
215,510 - 396,700 50,000 50,000 170,000 882,210
Traffic Signals/Signage
W Samford Ave/Shug Jordan Pkwy Traffic Signal Installation* 100,000 100,000
Edgelit Street Signs - 8 Downtown Intersections 6,000 26,000
Dean/Annalue Traffic Signal 000
S College St/Timberwood Traffic Signal Installation* 120,000 120,000
Wayfinding Signage Project 150,000 150,000
S College St/Shell Toomer Pkwy Traffic Signal Installation* 27,000 27,000
Mim's Trail/West Pace Dev. Agreement Portion 153,000 153,000
N College St/Farmville Rd Traffic Signal Installation* 130,000 130,000
Hwy 14/Willow Creek Traffic Signal Installation* 100,000 100,000
S College St/Beehive Rd Traffic Signal Installation* 165,000 165,000
Cox Rd/Wire Rd Traffic Signal Installation 100,000 100,000
N Donahue Dr/Farmville Rd Traffic Signal Installation* 130,000 130,000
* Pending ALDOT approval 101,000 370,000 310,000 100,000 265,000 130,000 1,276,000
Other
Aerial Photography - GIS 40,880 83,334 124,214
Sewer Fund Portion 124,213
Water Works Board Portion 40,880 124,213
LED Streetlight Retrofit Project (EECBG) 238,427 238,427
GPS Utility Inventory Project - General Fund Portion 111,000 111,000 111,000 111,000 111,000 555,000
Sewer Fund Portion 555,000
Water Works Board Portion 111,000 111,000 111,000 111,000 111,000 555,000
Alabama St Retaining Wall 50,000 50,000
Comprehensive Traffic Study 125,000 125,000
Update ADT (Average Daily Traffic) 50,000 50,000
361,067 383,000 333,000 583,000 508,000 333,000 2,501,067
Total - Projects 13,509,262 10,660,654 11,670,980 12,497,500 8,710,323 9,888,420 66,937,139
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Capital Improvement Plan - Future Projects
Beyond Fiscal Year 2016

Projects appearing on the Capital Improvement Plan - Future Projects include projects for which no significant
design or detailed cost estimation has been performed. Typically, these projects have been identified through one
or more long-range studies or conceptual plans and are part of the City's long-term plans. As projects on the current
CIP are completed, these projects are evaluated for further consideration and funding.

Recreational Facilities

Town Creek Park Phase

Lake Wilmore Pool and Splash Pad

Lake Wilmore Trails

Jan Dempsey Community Arts Center Expansion
Kiesel Park Improvements

Performing Arts Center

Pedestrian & Bicycle Facilities

Hamilton Road Bike Lanes: Bent Creek to Moores Mill
Shelton Road Multi-use Path

Hwy 14 Bikeway: Webster Road to Shug Jordan
East University Drive Multi-use Path

North Donahue Dr Bikeway

Cox Road Bikeway: Wire Road to Longleaf
Glenn Ave Bikeway: EUD to Bent Creek Rd
Webster Rd Bikeway

Parkerson Mill Creek Greenway

Rock Fence Rd Multi-use Path: Fairway to Ogletree
Binford Dr Bikeway

Harper Ave Bike Lanes

Chadwick Lane Bikeway

Magnolia Ave Sidewalk: Byrd St. to Donahue Dr.
Perry St .Sidewalk: Drake Ave. to Opelika Road
Foster St. Sidewalk: Pleasant Ave. to Bedell Ave.
N. Ross St Sidewalk: Opelika Rd. to Mary Ln.

Opelika Road Sidewalk: Dean Rd. to Old Stage Rd.

Opelika Road Sidewalk: EUD to Commerce

Moores Mill Rd. Multi-use Path: Bent Brooke to E. Lake

Annalue Sidewalk

Traffic Signal
Dean Road/Stage Road

Expenditure Environment

Road Reconstruction

Samford Ave Widening

Sandhill Road: Mill Creek to South College
East Glenn Avenue Median

Gay Street Widening: Ross to Dekalb
Shug Jordan Pkwy: N. College to S. College
Donahue Drive: Bragg to Bedell

Intersection Improvements

North Ross/Magnolia Avenue
Hamilton Road/Bent Creek Road
Byrd Street/Hwy 14

North College/Drake

Glenn Avenue/Dean

Shug Jordan Pkwy/Ware Drive

S College St/Samford Ave

S College St/Southparke

N College St/Shelton Mill Rd

Bridge Improvements

Bent Creek Rd at Moores Mill Creek

Future Roads

Southview Dr Extension

Outerloop Rd: Cox Rd to Wire Rd

N. Dean Rd. Extension: EUD to Academy Dr.
Academy Drive Ext: Lee Scott to Shelton Mill

Other

Intelligent Transportation System Project
Gay Street Streetscape Project

South College Street Lighting: 1-85 to Samford
City Records Retention Facility

Blue Sign Replacement Project

2011 Revenue Review
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General Fund Debt Service Amortization and Categorical Breakdown FY2010-Payout

Outstanding Principal (at beginning FY) 52,044,532 47,196,458 41,281,295 35,330,214 29,417,183 23,830,741 19,316,871 15,772,381 12,064,344 8,734,793 6,936,693 5,425,570 4,172,409 2,861,423 1,678,739 523,269 267,110 - -
General Fund Debt Service (paid out FY26) FY10 Fy11l FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20 Fy21 FY22 FY23 FY24 FY25 FY26 FY27 FY28
57175-5820 New City Hall Furn/Equip 121,036 127,039 10,866
57175-9320 GO Wr 99/City Hall & Proj 4.1M 200,000 210,000 220,000 230,000 245,000 260,000 275,000 290,000 305,000 320,000
57175-9540 GO Warrant 05 - $6.0M - ATPW 657,477 681,938 707,308 733,622 760,915 194,612
57175-9541 GO Warrants 06 - AU Research 543,198 565,780 589,300 613,798 639,315 274,163
57175-9630 GO Warrant 03 6.3 Mill - 421 657,890 684,588 712,212 741,272 189,960
57175-9648 Samford Avenue Extension 2M 267,637 278,818 290,467 302,603 315,245 314,211
57175-9649 GO Warr 06 - Tenn Ctr - AU Portion* 136,717 142,562 148,656 155,011 161,637 168,546 175,751 183,264 191,098 199,267 207,785 216,668 225,930 235,587 245,658 256,159 267,110
57175-9651 GO Warr 08 Refin Mall Perm Financing 738,726 773,587 810,094 848,323 888,356 930,278 974,179 1,020,151 796,584
57175-9652 GO Warr 08 CDA LOC Perm Financing 750,924 786,361 823,470 862,331 903,025 945,640 990,265 1,036,997 809,738
57175-9653 GO Warr 08 4,211,050 (Various) 718,755 744,508 680,092 426,322 441,598 341,551
57175-9654 GO Warr 2010-B Refunding IDB $3.01M 20,690 264,025 271,785 279,772 287,994 296,458 305,170 314,139 323,371 332,874 313,722
57175-9655 GO Warr 2010-C Refunding IDB $10.275M 35,023 526,342 551,453 580,438 609,571 640,166 671,324 705,991 741,425 778,638 817,154 858,733 901,833 947,097 909,811
57175-9656 GO Warr 2010-D Alabama St Building $1.87M - 129,614 135,380 139,539 143,826 148,245 152,800 157,495 162,334 167,321 172,462 177,761 183,222
Total Principal 4,848,074 5,915,163 5,951,082 5,913,031 5,586,442 4,513,870 3,544,490 3,708,037 3,329,550 1,798,101 1,511,123 1,253,161 1,310,985 1,182,685 1,155,470 256,159 267,110
Interest =
57176-5820 New City Hall Furn/Equip 9,891 3,889 44
57176-9320 GO Wr 99/City Hall & Proj 139,515 129,315 118,395 106,736 94,430 81,200 66,640 51,240 35,000 17,920
57176-9540 GO Warrant 05 - $6.0M 125,720 101,260 75,890 49,575 22,282 1,188
57176-9541 GO Warrants 06 - AU Research 121,519 98,938 75,417 50,919 25,403 2,803
57176-9630 GO Warrant 03 6.3 Mill 107,045 80,346 52,722 23,662 1,273
57176-9648 Samford Avenue Extension 2M 67,536 56,354 44,704 32,570 19,928 6,759
57176-9649 GO Warr 06 - Tenn Ctr - AU Portion* 138,896 133,051 126,957 120,603 113,976 107,067 99,862 92,349 84,515 76,346 67,828 58,946 49,684 40,026 29,955 19,454 8,504
57176-9651 GO Warr 08 Refin Mall Perm Financing 343,937 309,075 272,569 234,340 194,307 152,384 108,484 62,511 15,413
57176-9652 GO Warr 08 CDA LOC Perm Financing 349,616 314,179 277,070 238,210 197,515 154,901 110,275 63,544 15,667
57176-9653 GO Warr 08 4,211,050 (Various) 106,665 80,911 54,502 35,795 20,520 5,037
57176-9654 GO Warr 2010-B Refunding IDB 8,245 83,199 75,440 67,452 59,230 50,766 42,054 33,085 23,853 14,350 4,567
57176-9655 GO Warr 2010-C Refunding IDB 49,731 490,702 465,592 436,607 407,474 376,879 345,721 311,054 275,619 238,406 199,891 158,312 115,211 69,947 22,480
57176-9656 GO Warr 2010-D Alabama St Building - 56,629 50,864 46,704 42,417 37,998 33,443 28,749 23,910 18,922 13,781 8,483 3,021
Total Interest 1,568,315 1,937,850 1,690,165 1,443,173 1,198,755 976,982 806,479 642,532 473,978 365,945 286,067 225,740 167,916 109,973 52,434 19,454 8,504
Total Non-Departmental Debt Service 6,425,398 7,853,013 7,641,247 7,356,204 6,785,197 5,490,852 4,350,969 4,350,569 3,803,528 2,164,045 1,797,190 1,478,901 1,478,901 1,292,658 1,207,904 275,613 275,613
S change over prior year 6,147 1,427,615 (211,766) (285,043) (571,007)  (1,294,346)  (1,139,883) (400) (547,041)  (1,639,482) (366,855) (318,289) - (186,243) (84,754) (932,291) -

Debt Service as % of total adjusted expenditures 11.7% 14.4% 14.3%

Other General Fund-paid Debt Service (includes payments to other entities for debt incurred on cooperative initiatives)

DB 1,104,666 85,000 91,000 166,500 166,500 166,500 166,500 166,500 166,500 300,000 300,000 300,000 300,000 300,000 - - - -

Lee County Jail - Debt service from PS-Admin (paid out FY25) 379,230 378,630 377,480 375,970 378,875 376,113 378,063 379,303 376,803 378,803 375,053 375,803 375,803 375,053 376,028 376,020 - -
RGP Airport - Terminal Expansion Debt Svc. (paid out FY28) 100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000
Total - Other General Fund debt service 1,583,896 563,630 568,480 642,470 645,375 642,613 644,563 645,803 643,303 778,803 775,053 775,803 775,803 775,053 476,028 476,020 100,000 100,000 100,000
Grand Total - All General Fund debt service 8,009,294 8,416,643 8,209,727 7,998,674 7,430,572 6,133,464 4,995,531 4,996,371 4,446,830 2,942,848 2,572,242 2,254,704 2,254,704 2,067,710 1,683,932 751,633 375,613 100,000 100,000
Grand Total - All General Fund debt service (adjusted) 8,009,294 8,416,643 8,209,727 7,998,674 7,430,572 6,133,464 4,995,531 4,996,371 4,446,830 2,942,848 2,572,242 2,254,704 2,254,704 2,067,710 1,683,932 751,633 375,613 100,000 100,000

Debt Svc (inc. other debt) as % of total adjusted expenditures 14.6% 15.4% 15.3%
Existing Debt Service Breakdown (includes GF & Other GF) FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23 FY24 FY25 FY26 FY27 FY28

General Government OCM, IT, FIN, HR, JUD, Planning 177,283 168,253 48,133 37,041 37,337 37,532 37,580 37,536 37,400 37,171 - - - - - - - - -
as a % of total debt service 2.2% 2.0% 0.6% 0.5% 0.5% 0.6% 0.8% 0.8% 0.8% 1.3% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Economic Development 5,026,802 5,257,716 5,263,823 5,339,260 5,339,260 4,407,423 3,813,972 3,813,972 3,268,171 1,764,269 1,735,334 1,417,045 1,417,045 1,417,045 1,032,291 100,000 100,000 100,000 100,000
as a % of total debt service 62.8% 62.5% 64.1% 66.8% 71.9% 71.9% 76.3% 76.3% 73.5% 60.0% 67.5% 62.8% 62.8% 68.5% 61.3% 13.3% 26.6% 100.0% 100.0%
Public Safety 423,720 423,120 410,831 375,970 378,875 376,113 378,063 379,303 376,803 378,803 375,053 375,803 375,803 375,053 376,028 376,020 - - -
as a % of total debt service 5.3% 5.0% 5.0% 4.7% 5.1% 6.1% 7.6% 7.6% 8.5% 12.9% 14.6% 16.7% 16.7% 18.1% 22.3% 50.0% 0.0% 0.0% 0.0%
Public Works 1,654,969 1,841,042 1,789,543 1,636,048 1,305,591 1,023,136 476,637 476,297 475,243 473,475 186,243 186,243 186,243 - - - - - -
as a % of total debt service 20.7% 21.9% 21.8% 20.5% 17.6% 16.7% 9.5% 9.5% 10.7% 16.1% 7.2% 8.3% 8.3% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Parks, Leisure and Cultural P&R, Library, GW/BW 726,520 726,512 697,397 610,355 369,508 289,261 289,279 289,263 289,213 289,130 275,613 275,613 275,613 275,613 275,613 275,613 275,613 - -
as a % of total debt service 9.1% 8.6% 8.5% 7.6% 5.0% 4.7% 5.8% 5.8% 6.5% 9.8% 10.7% 12.2% 12.2% 13.3% 16.4% 36.7% 73.4% 0.0% 0.0%
Total 8,009,294 8,416,643 8,209,727 7,998,674 7,430,572 6,133,464 4,995,531 4,996,371 4,446,830 2,942,848 2,572,242 2,254,704 2,254,704 2,067,710 1,683,932 751,633 375,613 100,000 100,000

Proposed Future Debt

Auburn Technology Park West ($2.8M @ 5%, 10yrs, semi-annual) 172,673 345,346 345,346 345,346 345,346 345,346 345,346 345,346 345,346 345,346 172,673
Bridge Replacements ($8,028,500 @ 5%, 15yrs, semi-annual) 368,326 736,651 736,651 736,651 736,651 736,651 736,651 736,651 736,651 736,651 736,651 736,651 736,651 736,651 736,651
Road Recon. & Int. Impr. ($4,546,950 @ 5%, 10yrs, semi-annual) 280,405 560,810 560,810 560,810 560,810 560,810 560,810 560,810 560,810 560,810 280,405
Proposed Future Debt Service 172,673 713,672 1,362,402 1,642,807 1,642,807 1,642,807 1,642,807 1,642,807 1,642,807 1,642,807 1,470,134 1,297,461 1,017,056 736,651 736,651 736,651
Grand Total Existing + Future 7,528,877 7,498,869 6,853,254 5,993,776 5,993,376 5,446,335 3,806,852 3,439,997 3,121,708 3,121,708 2,762,792 2,505,365 1,292,669 1,012,264 736,651 736,651
As a % of Projected Expenditures 13.2% 12.8% 11.3% 9.8%
Grant Total Existing + Future + Other 8,171,347 8,144,244 7,495,866 6,638,338 6,639,178 6,089,637 4,585,655 4,215,049 3,897,511 3,897,511 3,537,844 2,981,393 1,768,689 1,112,264 836,651 836,651
As a % of Projected Expenditures 14.4% 13.9% 12.4% 10.9%
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Sales and Use Tax Rate

Key Issue
Current total General Fund revenues are insufficient to meet the needs of Auburn City Schools and the
objectives of the City Council and residents as they are expressed in investment initiatives and projects
on the City’s Capital Improvement Plan. The necessary expenditures to meet these objectives are
discussed in greater detail in the Expenditure Environment section of this document.

Analysis

Legal Authority: The Code of Alabama 1975 §11-51-200 through 207, §40-23-2, and §40-23-61 gives
municipalities authority to levy sales taxes on the gross receipts resulting from the retail sale of
tangible personal property and use taxes on gross receipts resulting from the retail sale of tangible
personal property outside of a municipality that is subsequently brought into a municipality for use,
storage or consumption by the purchaser. The Code of the City of Auburn §12-81 imposes sales and
use tax rates of 3.0%, with the most recent change occurring in May of 2003 (an increase of 0.5%). An
ordinance change and approval by a majority of the City Council is required to enact a rate change.

Current Revenues: Sales and Use tax receipts Ten-year History
are the largest single revenue source for the [5c - vear Revenue Rate % change
City, accounting for about 40% of total General 2001 12,554,602.45 25%
Fund revenues. The charts to the right show 2002 13,160,761.16 2.5% 4.8%
the changes in Sales and Use tax revenues over 2003 14,589 314.80 2.5%, 3% 10.9%
the past 10 years. 2004 17,959,076.45 3% 23.1%
2005 18,429,012.64 3% 2.6%
Because they are remitted monthly, Sales and 2006 20,773,723.96 3% 12.7%
Use receipts act as a barometer for the local 2007 21,784,156.76 3% 4.9%
economy and are highly susceptible to changes 2008 21,044,830.43 3% -3.4%
in consumer spending patterns. While recent 2009 20,143,853.98 3% -4.3%
improvements in receipts have led City officials 2010 21,081,231.64 3% 4.7%
to upgrade the forecasts for FY2011-FY2012 to
$21,100,000 and $21,416,500 respectively, |2 »24.00
forecasts are still below the FY2007 peak. = $22.00
2 $20.00
Using FY2010 actual revenues, a 1% increase in
the current rate would yield approximately 318.00
$7.03 million annually. $16.00
$14.00
Alternative Revenues: While the other Top
Four revenue sources (Occupational License and $12.00
Business License Fees and Ad Valorem Taxes) $10.00
have bases capable of supporting the 2 8 38 3 & 8 5 &8 & 2
o o (=] (=] o o (=] o o o
infrastructure needs of the City and funding Lo L B S S S SO N B

future growth of the school system, none present the opportunity for revenue enhancement found in
Sales and Use taxes. Increases to the Occupational License and Business License fee may negatively
impact the current economic recovery and make Auburn less competitive in industrial and commercial
recruiting. Any proposed changes in Ad Valorem would require a legislative act at the state level and a
local referendum.
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Rate Comparisons: As seen in the table below, the sales tax rate currently compares very favorably
with the rates in neighboring communities. When comparing to locations considered in competition
with Auburn for retail and commercial development such as Montgomery or Prattville, Auburn’s rate
is low. It is important to keep in mind the different tax structures in each state when making

comparisons to municipalities in Georgia, where property tax rates are significantly higher.

Comparison of General Sales Tax Rates among Selected Comparable Cities
Sales Tax
Municipality County City County State SPLOST  Total
Auburn Lee 3.0% 1.0% 4.0% 8.0%
Opelika Lee 3.0% 1.0% 4.0% 8.0%
Lee County” n/a 3.0% 4.0% 7.0%

Phenix City Lee 3.0% 1.0% 4.0% 8.0%
Smiths Station Lee 1.0% 3.0% 4.0% 8.0%
Prattville** Autauga 3.5% 2.0% 4.0% 9.5%
Lanett Chambers 4.0% 1.0% 4.0% 9.0%
Valley Chambers 4.0% 1.0% 4.0% 9.0%

Jefferson County n/a 2.0% 4.0% 6.0%
Birmingham* Jefferson 4.0% 2.0% 4.0% 10.0%
Hoover* Jefferson 3.0% 2.0% 4.0% 9.0%
Mountain Brook  Jefferson 3.0% 2.0% 4.0% 9.0%
Vestavia* Jefferson 3.0% 2.0% 4.0% 9.0%
Montgomery Montgomery 3.5% 2.5% 4.0% 10.0%
Birmingham* Shelby 4.0% 1.0% 4.0% 9.0%
Hoover* Shelby 3.0% 1.0% 4.0% 8.0%
Vestavia* Shelby 3.0% 1.0% 4.0% 8.0%
Alexander City Tallapoosa 3.5% 1.0% 4.0% 8.5%
Dadeville Tallapoosa 3.5% 1.0% 4.0% 8.5%
Marietta, GA Cobb 0.0% 2.0% 4.0% 1.0% 7.0%
Newnan, GA Coweta 0.0% 3.0% 4.0% 1.0% 8.0%
Atlanta, GA Fulton 1.0% 3.0% 4.0% 1.0% 9.0%
Alpharetta, GA Fulton 0.0% 3.0% 4.0% 7.0%
Sandy Springs, GA Fulton 0.0% 3.0% 4.0% 7.0%
Columbus, GA Muscogee 0.0% 2.0% 4.0% 1.0% 7.0%
LaGrange, GA Troup 0.0% 3.0% 4.0% 1.0% 8.0%
Note: these rates are for general sales only, not vending, car sales, or any specialized sales
A County rate is for all sales made outside the Auburn/Opelika/Phenix City city limits

and outside the Opelika/Phenix City Police Jurisdiction

* denotes Cities that span multiple counties, listed seperately for each county
** Prattville added 1% Sales Tax, effective May 2011, ending April 2012

Proposal
Staff recommends an increase in the Sales and Use tax rate of 1.0%, increasing the total City rate to
4.0% and the total rate, including state and county, to 9.0%. The resulting increase in revenues would
be divided between the City and Auburn City Schools; the City’s portion would largely be used to fund
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Business License: Commercial Rental & Business License Issuance Fees

Key Issue
State Code §11-51-90 authorizes all municipalities to license any exhibition, trade, business, vocation,
occupation, or profession not prohibited by the Constitution or laws of the state which may be carried
on in the municipality. This same code section authorizes the municipalities to charge a fee of not
more than ten dollars (510) for the issuance of said licenses.

Commercial Rental License Fee: The commercial rental fee is the license tax levied on businesses
engaged in the rental of commercial buildings to other businesses for a fee. The annual rate charged
to entities engaged in this type of business activity is 1/40 of 1% of the gross rental receipts received
during the previous year. This commercial fee is extremely low compared to the rate charged to the
City’s taxpayers who are engaged in the business of leasing residential property to others. This annual
business license fee is 1.5% of gross rental receipts received during the previous year. Over the past
years there has been strong opposition to the differences in the two rates for the same “type” of
business activity. The question is whether the commercial rental business license fee should be
increased to 1.5% of gross commercial property rental receipts which would equal the rate paid by
those engaged in the rental of residential property.

Business License Issuance Fee: According to §11-51-90 (2) of the State Code, the issuance fee shall be
increased once every five years by the Department of Revenue by an amount equal to the percentage
increase, if any, in the U.S. Department of Labor’s Producer Price Index during that five-year period
rounded to the nearest dollar. In order to be in line with State Code and to cover the administrative
cost of managing the issuance of business licenses in the City of Auburn, the City will need to comply
with the initial increase authorized by the State four years ago. By increasing the business license
issuance fee from $5 to $10, the city’s revenue stream would increase by approximately $25,000 a
year.

Analysis

Commercial Rental License Fee: Increasing the commercial rental fee business license rate to 1.5% of
gross receipts over the next five years would considerably increase revenues. Using this rate on the
gross receipts amounts submitted for the 2010 business license fees, the City would see an increase of
over 450% in this revenue source over the next five years. There were several businesses paying the
minimum license fee because the base gross receipts had to equal more than $410,000 in order for
the business license fee to be more than $100. These businesses would experience the largest
increase in their business license fee during the first year of implementation. The average business
license fee for commercial rental was $127 in 2010. Using the proposed model, the average business
license fee for 2012 would be $913. However, over the remaining four years of the increase, the
average amount of the business license increases will be $530 per year.

The chart at the bottom displays the proposed revenues with incremental increases implemented
over the next five years. The charts includes an increase in gross revenues of 3% each year for the
businesses

Staff research gathered from cities with a college presence, revealed no government that made
distinctions in rates between residential rental and commercial rental as a business activity. Although
the gross receipts from commercial rental and residential rental are taxed at the same rate, all rates
appeared to be higher than the City’s commercial rate and lower than the City’s residential rate.
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Business License Issuance Fee: The average cost to process a business license is approximately $9.07.
The current issuance fee is $5. All cities registered with the Alabama Municipal Revenue Officer’s
Association, with the exception of three, have increased their business license issuance fee to $10, the
top amount set by the State of Alabama. By increasing the fee in January 2012, not only will the City
capture more of the administrative cost to process all business licenses, but additional increases as
allowed by the State could be treated in a more uniform manner.

Proposal:

1. Commercial Rental License Fee — The proposed rate change for commercial rental license fee
should be implemented over the next five years, beginning October 1, 2012. The rate will move
to .50% of gross receipts in 2012 and increase by .25% each year for the next four years until the
rate reaches 1.5% of gross receipts, which will equal the residential rental license fee rate.

Baseline Projection

Projected Revenues $ 9,500 $ 9,500 $ 9,785 $ 10,079 $ 10,381 $ 10,692

Proposed rate increases to begin in FY2012

New Rates 0.50% 0.75% 1.00% 1.25% 1.50%
Projected Revenues 9,500 62,128 95,301 130,470 167,725 207,139
Increase in Revenues S - $52,628 $85,516 $120,391 $157,344  $196,447

2. Business License Issuance Fee — The proposed rate for the business license issuance fee will rise
to $10.00 effective for the business licenses issued for 2012.
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Liquor Wholesale Tax

Key Issue
The current rate for liquor wholesale tax does not provide sufficient revenues considering the
additional demands businesses engaged in liquor sales place on the City’s public safety resources.
Auburn’s current tax rate of 3% is significantly less than the rates in our peer communities.

Analysis
Licenses and taxes are levied to regulate an activity and/or to generate revenue. The State of
Alabama allows municipalities to levy an additional tax on the sale of liquor within the municipality or
the police jurisdiction. In April 2008, the City instituted a 3% tax on the wholesale liquor purchases.
This tax was designed to serve both as a regulatory tax and a revenue generating tax.

As a revenue generator: For its first two full fiscal years the liquor wholesale tax has generated
revenue of $85,000 in 2009 and $83,500 in 2010 for the City. This amount represents approximately
0.16% of the total general fund revenue for both years contributing very little to maintain the services
provided by the City of Auburn.

As a regulator: The State of Alabama mandates that all liquor retailers licensed by the State ABC
Board make their purchases solely from the State stores. Each month a report of the wholesale liquor
purchases made by each retailer is distributed to the cities that request the report. Each month the
report is reviewed and compared by City staff to liquor taxes remitted by each liquor retailer to ensure
that the proper amount of tax is remitted. Additionally, an analysis of the amount of liquor purchased
by each retailer is done to assess if there could be a potential problem of the business operating under
an inappropriate license type. For example, upon review it is found that a retailer with a license
designation as a restaurant consistently purchases as much liquor as a lounge; given that type of
disparity, further inquiry and analysis will be performed. If the entity is found in violation of City or
Alabama State Code, the City staff can pursue necessary means to bring the licensee into compliance.
This could include protesting the renewal of the retailer’s State license to sell liquor as a restaurant.

In accordance with State Code 28-3-1, several Alabama cities have chosen to levy a tax on the sale of
liqguor. The average wholesale tax among the sampled poll of cities is 6%. Rates for chosen cities are
listed below.

Liquor Tax rates

12%
10%
8%
6%
4%
2%
0%
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Huntsville and Tuscaloosa charge a liquor tax on the retail sale of each drink and their rates are 10%
and 7% respectively.  As a regulatory item of tracking wholesale liquor sales within the City of
Auburn, the tax has performed well. However, as a revenue generator, the tax does not contribute
even 1/3 of a percentage point to the general fund. With the inherent additional cost of public safety
demands associated with businesses whose primary activity is the retail sales of liquor aligning the
cost of increased services with liquor consumption is a central concern.  An increase in liquor tax
would have minimal impact on the average citizen of Auburn. Retailers have the choice of adding this
increase to the price of each sale of alcohol, but the change would have minimal effect on the
consumer.

Proposal
The City staff proposes to increase the Liquor Wholesale Tax from 3% to 7%. This increase would
generate additional revenues and align associated costs of services. Each additional percentage
increase or decrease would change the revenue totals by approximately $28,000.

Baseline Projection
EY11 EY12 FY13 EY14 EY15 EY16

Projected Revenues (3%) 85,000 86,700 88,868 91,089 93,366 95,701
Proposed rate = 7% wholesale implemented in FY12
Projected Revenues 85,000 204,283 210,412 216,724 223,226 229,923

Increase in Revenues - 117,583 121,544 125,635 129,859 134,222
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E911 Service Fees

Key Issue

The revenue collected from the City’s locally levied E911 Service Fees does not sufficiently contribute
to covering the costs incurred to operate and maintain the City’s emergency 911 call center.

Analysis

Legal Authority: Section 11-98-5 of the Code of Alabama 1975 gives a local E911 Board the power to
set E911 services rates up to the threshold needed to run, and cover the expenditures of, a public
safety answering point. The Public Safety Department’s Communication Division operates the city’s
911 call center, while the City Council acts as the local E911 Board. The comparative table below lists
several similarly sized E911 boards in the State of Alabama and includes the current and proposed
rates for the City.

E911 Rates and Fees Comparison

Business Rates
E911 Board
Hoover

Decatur
Vestavia Hills
Prattville
Gadsden
Florence
Opelika

Auburn - Proposed
Phenix City
Auburn - Current
Dothan
Huntsville
Madison

Mobile
Tuscaloosa
Montgomery

Average

Rate perline
5.08
4.35
4.35
3.50
3.48
3.10
3.05
3.05
2.50
2.43
2.21
2.20
2.20
2.17
0.50

2.76

Residential Rates
E911 Board
Hoover

Decatur

Vestavia Hills
Phenix City
Prattville
Gadsden
Florence

Opelika

Auburn - Proposed
Mobile

Auburn - Current
Dothan
Huntsville
Madison
Tuscaloosa
Montgomery

Rate perline

Average

2.68
2.50
2.30
2.00
1.85
1.84
1.70
1.61
1.61
1.24
0.98
0.84
0.82
0.82
0.50

1.46

Revenue History and Projections: From FY2005 to FY2010, the City of Auburn has seen a decrease of
37%, or $155,042, in the locally levied E911 service fee revenue, while the Public Safety Department’s
Communications Division costs increased by 45%, or $259,834. City staff has conservatively projected
that the E911 Service Fee revenues will have minimal to no decline per fiscal year, see the Baseline
Projection table below, with annual projected revenues of $237,500 in FY16 if the rates are left

unchanged.

Baseline Projection
Scenario: Current rates left unchanged

Breakdown by subscriber type
Revenues from business
Revenues from residential

Proposed Changes

Total Revenues

FY11 FY13 FY14 FY15 FY16
167,500 159,125 159,125 159,125 159,125 159,125
82,500 78,375 78,375 78,375 78,375 78,375
250,000 237,500 237,500 237,500 237,500 237,500

2011 Revenue Review
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Additional Potential Issues: At the beginning of the 2011 legislative session, two bills were introduced
(SB101 and HB114) that would decrease the E911 rates charged to wireless (cellular) subscribers from
$.70 to $.65. These rates are not set by individual E911 boards but are set by the State to provide
additional funding for the coverage of a 911 center’s costs. If passed, these rate changes would have
an immediate large one-time decrease in wireless E911 revenues and then level out after the rate
changes are in place.

Proposal
Staff recommends equalizing the fees to the current rates charged by the Lee County E911 board
(53.05 per business line and $1.61 per residential line) for implementation at the beginning of
FY2012. The table below outlines the revenue projections if a rate increase is implemented, with
a total increase in revenues of $454,920 through FY2016 as compared to the current rates.
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Proposed rate change
Scenario: Proposed rates implemented for FY12

Breakdown by subscriber type FY11 FY12 FY13 FY14 FY15 FY16
Revenues from business 167,500 199,725 199,725 199,725 199,725 199,725
Revenues from residential 82,500 128,759 128,759 128,759 128,759 128,759

Total Revenues 250,000 328,484 328,484 328,484 328,484 328,484

Increase in Revenues - 90,984 90,984 90,984 90,984 90,984

Staff recommends, if SB101 and HB114 pass the Legislature, increasing the current rates to offset

the loss in Wireless E911 revenues.

2011 Revenue Review
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Revenue Collection in the Police Jurisdiction

Key Issue

The City’s Police Division routinely performs law enforcement duties in the police jurisdiction, which
extends up to three miles beyond the City’s corporate limits. The City’s Police Division has no legal
requirement to provide services in this area, but elects to do so in cooperation with neighboring
agencies and because doing so enhances the general safety of the areas within the corporate limits.
While state law allows the levy of certain sales taxes and business license fees in the police jurisdiction
to aid in recovering costs, at present only a very small amount of revenues in the form of wholesale
fuel and cigarette taxes are collected. Police services provided to locations in the unincorporated
police jurisdiction have been steadily rising, and in FY2010 accounted for roughly 5% of all calls for
service. As the unincorporated areas surrounding the City continue to experience population growth,
demands for service in these areas will continue to rise. There are also a number of commercial
entities located in enclaves within City limits from which the City receives no direct revenues.

Analysis
Legal Authority: Section 11-40-10(a) of the Code of Alabama 1975 establishes a municipality’s police
jurisdiction to cover all adjoining territory within three miles of the corporate limits. Sections 11-51-
91 and 11-51-206 authorize the City to collect up to % the business license fees and sales and use
taxes, respectively, of the City provided that the revenues collected do not exceed the cost of services
provided. Numerous Attorney General Opinions (AGO) have affirmed this', and Alabama courts have
reiterated this principal and clarified the intent.’

Defining Police Jurisdiction: Staff does not recommend, for various reasons, extending any services
outside Lee County, and prefers to establish police jurisdiction in cooperation with the Lee County
Sheriff’s Office and other neighboring jurisdiction, using logical geographic boundaries to determine
which agency patrols which area. AGOs, citing Alabama Supreme Court rulings, have held that the
three mile rule must be observed and that county lines are not barriers to the exercise of police
powers within the police jurisdiction.®> Using these criteria, the City’s police jurisdiction extends
beyond our preferred and customary patrol and response area. However, several cities and towns
have reduced their corporate limits by local act, and these reductions typically have ended the police
jurisdiction at county lines, highways or natural boundaries such as rivers or other bodies of water.*
These acts have typically been crafted to provide manageable police jurisdiction boundaries for the
purposes of public safety and municipal service provision, as well as aid the establishment of local
taxation and licensing ordinances. If the City of Auburn desired to levy taxes or require business
licenses in the police jurisdiction and avoid the problems associated with crossing county lines and
limit the jurisdiction to points within three miles, a local act® would need to be approved by the State
Legislature.

Impact on Services: AGO’s and case law have held that if any taxes or fees are levied in the police
jurisdiction, they must be applied equally across the entire jurisdiction and services must be provided
equally to all areas as well. This would require an equal amount of services to be provided across the
service area. The determination of the level of service provide in the police jurisdiction is solely the
decision of the City Council.®

Police Services in the Police Jurisdiction: Calls have increased in recent years; while total Computer-

Aided Dispatch (CAD) police-only entries have risen 31% from FY2006 to FY2010, police services to the
police jurisdiction have increased 111%. A large number of these are provided to the various mobile
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home parks. A recent update to the mobile home park inventory in the police jurisdiction found 37
separate parks with a capacity of over 2,543 residential units. In addition to the mobile home parks,
there are several convenience stores, gas stations, used auto dealers, restaurants, lounges and retail
businesses. In 2010, Police Division personnel responded to 6,411 incidents outside the corporate
limits. Additionally, while no E-911 fees are collected from phone lines in the police jurisdiction, nor is
the unincorporated population considered when the state distributes Wireless E-911 fees to the local
Emergency Communications Districts (ECD), calls to 911 made from the police jurisdiction are routed
to the City’s 911 Center/Communications Division.

Recovery of the Cost of Services: A preliminary review of the legal requirements for the degree of
cost accounting necessary to justify expenditures in providing services to the police jurisdiction
indicates that the burden on City staff will be minimal. For the purposes of this analysis, a simple,
conservative method of calculating costs based on a weighted average of call volume and standby
capacity’, where actual service calls comprise 95% of the weighted total. The table below shows the
total cost of providing police services to the City and an allocation of these costs to the police
jurisdiction based on both direct service (% of services) and standby (equal % of areas and residences
served). The Cost Recovery portion compares the revenue already collected through fuel and
cigarette taxes with the costs of service provision, resulting in an estimated unrecovered amount of
$716,640, or 96% of total costs.

Total Police Costs S 11,361,984
Cost Allocation %inP.J. Importance Weighted
Direct Service (95%)
Police Calls for Service 4.9% 95.00% 4.7%
Standby Capacity (5%)
Acreage 68.7% 1.25% 0.9%
Street Miles 47.5% 1.25% 0.6%
Parcels 18.3% 1.25% 0.2%
Homes 14.8% 1.25% 0.2%
total P.J. portion 6.5%
Police Protection Cost in Police Jurisdiction in FY2010 743,990

Cost Recovery
Current Revenues

Cigarette Tax 1,117
Wholesale Fuel Tax 26,233
Total Revenues Collected 27,350
Unrecovered Costs 716,640
% of unrecovered costs 96%

Estimates of Potential Revenues from the Police Jurisdiction: Given the difficulties in navigating in
the unincorporated areas due to lack of signage and inadequate lighting, Public Safety maintains a
database of landmarks in the police jurisdiction to assist in responding to calls for service and track
incident responses. Some of these landmarks are simple locations, such as cow or goat pastures, but
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137 of these landmarks are ongoing commercial operations. Using this list, staff analyzed the
applicable licenses that would be required and compared to like businesses in the City limits and
conservatively estimated the revenues they would produce. In the case of utility companies,
homesteaded parcels were used to determine the number of households served and gross receipts
estimated based on remittances made to the City by these utilities; this ignores the utilities provided
to commercial parcels and mobile home parks, resulting in an ultra-conservative estimate. Residential
rental license fees on the mobile home parks and RV parks were estimated as well using comparable
data from businesses within the City limits. Use taxes for the several manufacturers and one quarry
were ignored. The result is a very conservative estimate of $589,184, based on receipts from FY2010.
This is well under the estimated cost of services provided. Following this analysis are maps indicating
the location and concentration of businesses and mobile home parks in the police jurisdiction.

Potential Issues with Revenue Collection in the Police Jurisdiction: There are potential problems
with collecting revenues in the police jurisdiction.

Defining the Boundary: The City is not interested in providing services outside of Lee County.
Also, frequent annexations will create a moving target for revenue enforcement if the three mile
rule is observed. In order to effectively provide services and efficiently collect revenues, the City
would have to lobby our delegation to sponsor a local act limiting our police jurisdiction to an
area mutually agreeable to the City and neighboring jurisdictions.

Revenue Enforcement: Obviously, expanding the area in which to collect fees and taxes
presents additional enforcement issues and will likely lead to an increased burden on the City’s
Revenue Office staff.

Political and Legal Considerations: If the City determines to abandon portions of the existing
police jurisdiction that will increase the burden on neighboring agencies. When the City of
Opelika pulled their services from the unincorporated police jurisdiction, Lee County Sheriff’s
Office was forced to increase their presence in the area, and thus decrease their presence
elsewhere. Also, a number of large and profitable businesses currently receive free police
services in the police jurisdiction; if this changes, there may be political pressure and legal
challenges.

Proposal
If the Council is interested in pursuing the collection of revenue from the police jurisdiction, staff will
need to conduct additional research and investigate how other jurisdictions approach taxation and
licensing in the police jurisdiction. Specifically, the following will need to occur:

1. Refine revenue estimates and identify enforcement needs.

2. Clarify what level of cost accounting will be required to justify revenue collection and what
additional burden this will place on existing staff.

3. Determine support of local legislative delegation to sponsoring a local act limiting the police
jurisdiction.

If, upon completion of these tasks, staff still recommends moving forward, the legislature would have

to approve a local act limiting the police jurisdiction, and staff would present an ordinance (or series of
ordinances) to implement the police jurisdiction initiative.
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! The Odenville Police Department May Provide Only Emergency Services in Its Police Jurisdiction If the Revenue
Collected in the Police Jurisdiction “Reflects Reasonable Compensation” to the Town for the Cost of the
Emergency Services Provided. The Monies Collected Must Do No More Than Recoup the Costs of Providing the
Emergency Response Services, Ala. Att’y Gen. Op. No. 2008-007 (October 19, 2007). A.G No. 99-0104;

? Ex Parte City of Mobile, 37 So. 3d 150 (Ala. 2009) stated that a municipality may collect business license taxes
from businesses within its police jurisdiction so long as the amount of the tax reflects only reasonable
compensation to the municipality for expenses related to exercising supervision over the police jurisdiction. The
tax may be no more than half of the tax collected from businesses within the corporate limits of the municipality.
The tax may not be for the purpose of raising general revenue. Municipalities must only demonstrate the costs of
service to the aggregate police jurisdiction rather than individual businesses within the police jurisdiction. There is
no mandated method of determining this estimate; it is left to the municipality to determine.

3City May Not Reduce the Limits of Its Police Jurisdiction to an Area Less Than Those Limits Set by Statute, Ala.
Att’y Gen. Op. No. 87-00305 (September 2, 1987). ; City of Birmingham v. Lake, 10 So. 2d 24 (1942); A.G. No. 83-
00282;

* Act 98-302, p.496 s1., codified in Section 45-1-233. Act 92-260, p. 617, s1., codified in Section 45-13-160. Act
2000-471, p. 895, s1., codified in Section 45-1A-42. Act 97-865, ast sp.Sess., p. 205, 1-4, codified 45-2A-60.20.

> Local Act Supersedes General Act When Local Act Limits the Extent of the Police Jurisdiction, Ala. Att’y Gen. Op.
No. 98-00114 (March 26, 1998).

°A Municipality Is Not Required to Provide Sewer Service Outside Its Corporate Limits, Ala. Att’y Gen. Op. No.
2001-126 (April 22, 2004).

7 A.G. No. 89-00057 stated that reasonable compensation also necessarily includes a consideration for the value of
standby facilities.
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Public Safety Landmark Map — Businesses in Police Jurisdiction

This map illustrates the location of landmarks used by Public Safety to dispatch in the police jurisdiction
and track incidents and are common geographic identifiers used in lieu of a reliable addressing and
street sign system, as found in the county. Landmarks are nearly all businesses, but in some cases the
landmarks may refer to long-time residences, or even livestock pastures. The color of the dot used is
determined by the number of dispatches to that location (see legend inset).
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Mobile Home Parks in Police Jurisdiction

Mobile Home parks in the Police Jurisdiction but outside the City limits account for 20-25% of dispatches to the Police
Jurisdiction. While no revenues are currently collected, the City can legally impose Residential Rental Business License fees on
the owners of these parks, and preliminary estimates indicate the City could receive up to $200,000 in revenues to help offset

the costs of providing police services.

Park Name

ALLEN'S TRAILER PARK

ARROW HEAD TRAILER PARK

ARROW HEAD TRAILER PARK 2
BARRONS TRAILER PARK

BEEHIVE TRAILER PARK

BRENTWOOD ESTATES TP

CAMPUS TRAILER COURT

COLLEGE MOBILE HOME PARK
CONWAY ACRES TRAILER PARK (NEW, LOTS 100-399)
CONWAY ACRES TRAILER PARK (OLD LOTS 1-99&400+)
CONWAY FARMS TRAILER PARK
COTTON CREEK TRAILER PARK
COUNTRYSIDE ESTATES TRAILER PARK
DAWSON TRAILER PARK

DUBOSE TRAILER PARK

FOURTEEN TRAILER PARK

GENTILLY | TRAILER PARK(LOTS 1-499)
GENTILLY Il TRAILER PARK(LOTS 500+)
JERRY'S TRAILER PARK

MACANALLY TRAILER PARK
MAGNOLIA ESTATES TP

MURPHY TRAILER PARK

ORCHARD WAY TP

PECAN ISLAND TRAILER PARK

RED BIRD TRAILER PARK
SADDLEBROOK Il TRAILER PARK
SADDLEBROOK TRAILER PARK

SAND DOLLAR TRAILER PARK

SMITH'S TRAILER PARK

SOUTHRIDGE TRAILER PARK
SUSANNA VILLAGE TP

SWANNS TRAILER PARK (LOTS 1-399)
SWANNS TRAILER PARK Il (LOTS 500+)
SWANNS TRIANGLE TP (LOTS 400-499)
TIGER TRAILER PARK

UNIVERSITY STATION

WHISPERING PINES TP

WINDOVER FARMS TP
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Address
55 LEE RD 59, Auburn

4477 LEE RD 137, Auburn
3000 LEE RD 10, Auburn
2045 LEE RD 137, Auburn
1400 LEE RD 10, Auburn
3526 LEE RD 137, Auburn
1865 LEE RD 137, Auburn
1987 LEE RD 137, Auburn
2038 LEE RD 137, Auburn
2330 LEE RD 137, Auburn
2110 LEE RD 137, Auburn
900 LEE RD 9, Auburn

30 LEE RD 671, Auburn
2155 LEE RD 12, Auburn
851 LEE RD 10, Auburn
29 LEE RD 676, Auburn
501 LEE RD 53, Auburn
1960 LEE RD 137, Auburn
1203 LEE RD 10, Auburn
770 LEE RD 10, Auburn
3286 LEE RD 137, Auburn
719 LEE RD 10, Auburn
533 LEE RD 57, Auburn
765 LEE RD 10, Auburn
3350 LEE RD 137, Auburn
LEE RD 953

LEE RD 952, Auburn
1220 LEE RD 51, Auburn
2017 LEE RD 137, Auburn
676 LEE RD 191, Auburn
838 LEE RD 672, Auburn
1617 LEE RD 12, Auburn
1885 LEE RD 12, Auburn
1613 LEE RD 12, Auburn
1945 LEE RD 137, Auburn

3160 HIGHWAY 14 W, Auburn

737 LEE RD 394, Auburn
2727 LEE RD 12, Auburn

2011 Revenue Review

Total lots

# of lots

63
101
116

unknown

35
160

45
182
147

6

15

11

32

13

25
324

64

12

4
14
9
202
10
3

19

22

14

8

48

16
166

46

20

51
325

16
199

2543
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Mobile Home Parks in Police Jurisdiction

This map illustrates the locations and concentration of mobile home parks in the police jurisdiction but
outside the City limits.
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Downtown Parking Meter Rates and Enforcement Revenues

Key Issue
Residents continue to identify a need for additional downtown parking; 55% of respondents identified
additional downtown parking as one of the top two priority projects. While some short and medium-
term projects will result in better utilization of current parking assets, in the long-term a new parking
deck will be required. Current revenues from parking activities are insufficient to provide for the long-
term capital needs, and the City’s existing enforcement mechanisms are inadequate to optimize both
revenues and adherence to the City’s parking ordinance.

Analysis

Legal Authority: The Code of Alabama 1975 § 32-5-1(e) gives the City authority to regulate parking.
The Alabama Rules of Judicial Administration Rule 19(B) states that the governing body of a
municipality shall have the power to establish a fine and cost schedule for the summary disposition of
all municipal parking offenses. ARJA Rule 19 further states that, in municipalities retaining municipal
courts (as does Auburn); municipal court magistrates shall administratively process all municipal
parking offenses wherein a dispute arises. Attorney General Opinions (AGO) have held that municipal
court magistrates may compel the owner of a ticketed vehicle to appear in court and enforce payment
of fines, and that, if a defendant fails to appear, issue a supplemental summons followed by arrest in
the event of another failure to appear." Further penalties include additional fines and jail time,
subject to the provisions of the Alabama Rules of Criminal Procedure. There are no prohibitions
against impoundment or installation of immobilizing devices, or “booting”, on vehicles in violation of a
municipal parking ordinance.

Enforcement of overtime parking violation: Vehicles parked in violation of the City’s overtime
parking ordinances are subject to a written citation and fine of five dollars for the first violation, $20
for the second, and $40 for the third, provided that the successive violations occur in the same
location at least two hours subsequent to the prior violation. If the fine is not paid within two days,
the amount doubles. Violations in leased spaces are fined $50 for each violation, although these
rarely occur since the City installed new gated access and card readers designed to prevent access to
the leased spaces. Tickets are handwritten by enforcement personnel and entered again by hand into
the municipal court database in batches by municipal court staff. Tickets are recorded by license plate
number. Unpaid tickets result in letters being sent to registered owners. The Municipal Judge
estimates that approximately 35-40% of parking tickets due will be collected, and due to the lack of
modern handheld technology, enforcement personnel have no efficient way of knowing whether a
vehicle/registered owner parked in violation has outstanding tickets.

Except in rare circumstances, no further action is taken in order to collect these revenues or penalize
the violators. Recently, due to the vigilance of enforcement personnel, records searches were done
on several vehicles known to be habitually parked in violation of the ordinance; the four license plate
searches returned a combined total of 117 outstanding parking tickets and $1,550 in fines. The City
has 36,838 parking tickets outstanding, with penalties (under the current ordinance) owed totaling
$698,730. In FY2010 alone, 4,890 tickets were not paid, resulting in $92,370 in uncollected revenues,
or about 62% outstanding.

Current revenues and rates: The City currently collects revenues from downtown parking activities
through three different sources: meter revenue, parking space rental, and fines received for violating
the parking ordinance. Meter rates are currently set at $0.25/hour; spaces lease for $100/month;
and, as discussed below, fine revenue varies.
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Current and Future Downtown Parking Operational Costs and Capital Projects: Future capital
projects on the City’s Capital Improvement Plan include upgrades to the parking meter system,
renovations to the surface parking lots, and design of a future replacement deck. Currently, most of
the capital projects are conditionally funded, and will compete against other projects for available
resources. The personal services, commodities and contractual services costs are currently funded
through the budgets of the Public Safety and Environmental Services Departments, and non-
departmental accounts. The City does not currently dedicate revenues derived from parking activities
to fund parking-related operational and capital costs. The table below shows a comparison of
projected parking revenues and parking costs.

Downtown Parking Expenditures and Revenues Comparison

Actual Projected
FY10 FY11 FY12 FY13 FY14 FY15 FY16
Revenues
Leased Parking 178,032 140,000 170,000 170,000 170,000 170,000 170,000
Metered Parking 78,676 87,000 87,000 91,350 95,918 100,713 105,749
Parking Ticket Fines 63,954 62,000 74,400 78,120 82,026 86,127 90,434

Total Revenues 320,662 289,000 331,400 339,470 347,944 356,840 366,183

Expenditures

Personal Services 44,887 46,233 47,419 48,703 50,027 51,389 52,793

Contractual 28,898 43,435 28,988 44,558 30,144 45,749 31,371

Commodities (estimated) 10,680 11,000 11,175 11,355 11,541 11,731 11,928

Capital Outlay 140,815 20,000 185,000 500,000 15,000 150,000 15,000
Debt Service on Drive-thru 259,096 259,096 259,096 259,096 259,096 194,257 -

Total Expenditures 484,375 379,764 531,678 863,712 365,807 453,126 111,092

Excess(deficit) of revenues over exp. (163,713) (90,764) (200,278) (524,242) (17,863) (96,286) 255,091

2009 Downtown Parking Review: The 2011 Citizen Survey identified additional downtown parking as
one of two highest priority projects for the City. However, demand studies have found that there is
adequate capacity to meet current demand and that the City’s downtown parking assets are
underutilized. In presenting the 2009 Downtown Parking Review to the City Council in 2009, staff
recommended a comprehensive strategy with four key principals:

1. Improve management and operation of existing public parking facilities.
2. Improve the appearance of existing public parking facilities.

3. Construct additional parking facilities

4. Reduce parking demand.

Significant steps have been taken in all areas. Ongoing maintenance and beautification projects have
improved the overall appearance, while several projects aimed at improving the overall functionality
of the off-street lots and parking deck have been successfully completed. Efforts to reduce overall
demand have included coordinated efforts in cooperation with Auburn University to improve the Tiger
Transit service, as well as the $250,000 Downtown Pedestrian/LED Streetlight Project (approved by
Council in February) and the upcoming Magnolia Avenue Pedestrian Improvements Project. Based on
current demand, a new deck will not become necessary until 2020, although it is recommended to
begin identifying funding sources as soon as practical.

Another key recommendation from the 2009 Downtown Parking Review was the deployment of new

parking meter technology. Modern multi-space metering technologies will help to improve revenue
collection and enforcement activities, while offering a substantially more convenient experience for
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residents and visitors patronizing downtown businesses. These new systems will also facilitate pricing
and time limit adjustments, which will help to optimize the turnover in the on-street spaces while
encouraging use of the underutilized off-street spaces.

Proposal
In order to fund current and future downtown parking costs, staff recommends that further study be
performed on optimal meter rate structures, meter and enforcement technologies, and penalty rates,
with the intent of revising the City’s Parking Ordinance to increase all or some of these amounts and
provide more stringent penalties for non-payment of citations. Council will have an opportunity to
review staff recommendations prior to any changes, and will ultimately vote to adopt any
recommended revisions to the ordinance.

! A.G. No. 2007-103.
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City of Auburn

2011 Revenue Review
Future Considerations

Overview

As of the publication of this document, information on several important revenue issues had not been fully
developed, and therefore recommendations could not be offered as part of this review. This section of the
document is intended to provide a general overview of the issues you, as the City Council, will be faced with
in the near future, as well as a brief summary of the steps staff will be undertaking to develop
recommendations and the timelines envisioned.

School System Expansion Funding

Depending on the direction that the City Council decides to take in changing future school system funding,
the current funding formula will need to be revised. With the addition of enterprise funds and other
accounting changes, the overall revenue base currently used to calculate the 13% of total General Fund
revenues has changed sufficiently to warrant a evaluation of the formula in order to protect the schools
revenues and provide certainty for the City’s budgeting process. Staff will develop recommendations for
consideration prior to FY11-12 Mid-Biennium Budget Adjustment process.

Planning and Development Fees and Related Revenue

During the 2007 Revenue Review, Council elected to conduct an analysis of building permit, planning,
engineering and inspection fees to determine the adequacy of Auburn’s fees as compared with those
charged by other cities and the costs to provide these services. Staff has conducted initial reviews of
several of the fees for permitting and inspection services and determined that the fee schedules are not
properly aligned with the cost of services provided.

The reorganization of departments within the Neighborhood, Growth, Development and Infrastructure
Business Unit will significantly impact how permitting and inspection activities are handled. This will, in
turn, impact the costs associated with these activities. Within the next two years, construction is expected
to begin on the Alabama Street facility, which will house those departments involved in planning and
development activities. Staff recommends waiting until the reorganization is complete and the new facility
in operation before revisiting these fees.

Enforcement Activities

With the transition to a new Finance Director in March of this year, the City Manager has asked that current
staffing and administrative priorities be examined to ensure that the City’s financial activities are operating
at peak efficiency. One component of this will be to ensure that we are optimizing our current auditing and
enforcement efforts towards existing tax and fee payers. While the overwhelming percentage of Auburn’s
businesses reliably meet their obligation to the community, there are always a few that, either willfully or
through a lack of understanding of our regulations, do not remit their fair share of municipal taxes or fees.
FY2010 revenues from tax and fee-payer audits were at an all-time high, resulting in $369,784 in collections
that otherwise would have not been remitted. As the number of taxpayers increase, the demands on
existing staff will continue to increase, and increased emphasis on enforcement will require either an
expansion of current Finance capacity, a realignment of existing capacity, or increased utilization of outside
contractors. Itis management’s intention to present a recommendation to the Council in FY2012.
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