Boulder City Council
STUDY SESSION

Tuesday
September 11, 2012

6-9 PM
City Manager’s 2013 Recommended Budget

1777 Broadway
Municipal Building
City Council Chambers

Submit Written Comments to City Council
ATTN: Alisa Lewis, City Clerk
1777 Broadway, 2" Floor
P.O. Box 791
Boulder, CO 80306
or Fax to 303-441-4478
or E-mail: council@bouldercolorado.gov






MEMORANDUM
TO: Members of City Council

FROM: Jane S. Brautigam, City Manager
Paul J. Fetherston, Deputy City Manager
Bob Eichem, Chief Financial Officer
Eric Nickell, Budget Director
Peggy Bunzli, Budget Manager

DATE: August 30, 2012

SUBJECT: September 11, 2012 Study Session
Review of the 2013 City Manager’s Recommended Budget

PURPOSE

The purpose of the Sept. 11 study session is to present the City Manager’s 2013 Recommended Budget
and give the council an opportunity to review the document, ask questions of city staff, and provide
additional comments. The study session will cover economic conditions, future city revenues, budget
principles, and major themes in the City Manager’s 2013 Recommended Budget along with details of
specific items proposed for funding in 2013.

Council members should bring to the study session their personal copies of both the City Manager’s
2013 Recommended Budget and the Draft 2013-2018 Capital Improvement Program.

BACKGROUND ON THE 2013 ANNUAL BUDGET

Each year, the annual city manager’s recommended budget includes two primary components: (a) an
operating program explaining citywide revenues and expenditures and (b) a capital improvement
program whose projects are integrated into the operating program budget. The City Manager’s 2013
Recommended Budget document shows the combined operating and capital plan of the city, including
(i) actual expenditures and revenues for 2011, (ii) approved and revised expenditures and revenues for
2012, and (iii) proposed expenditures and revenues from 2013 through 2018.

During an Aug. 14 study session, the Draft 2013-2018 Capital Improvement Program (CIP) was
reviewed. A summary of that study session appears on the consent agenda of the Sept. 4, 2012 Council
meeting.

NEXT STEPS

e Monday, Sept. 24 - Second budget study session if needed
e Tuesday, Oct. 2 - First reading of the recommended budget
e Tuesday, Oct. 16 - Second reading of the city budget

ATTACHMENT
A. City Manager’s 2013 Budget Message
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http://www.bouldercolorado.gov/files/Finance/Budget/2013_recommended_budget/The%20Entire%202013%20Recommended%20Annual%20Budget.pdf
http://www.bouldercolorado.gov/files/Finance/Budget/2013_recommended_budget/The%20Entire%202013%20Recommended%20Annual%20Budget.pdf
http://www.bouldercolorado.gov/files/PDS/CIP/2013/2013-2018_Draft_CIP.pdf
http://www.bouldercolorado.gov/files/Finance/Budget/2013_recommended_budget/Aug%2014%202012%20CIP%20Study%20Session%20Summary.pdf
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ATTACHMENT A

City of Boulder

Office of the City Manager

DATE: August 30, 2012
TO: City Council and the Residents of Boulder
FROM: Jane S. Brautigam, City Manager

SUBJECT: 2013 City Manager Recommended Budget

| am pleased to present to you the City Manager’s 2013 Recommended Budget (Recommended
Budget) for your review and consideration. It reflects Boulder’s stable fiscal position and continues
the conservative budgeting approach that has enabled the city to provide high-quality programs
and services during the economic downturn and the slow recovery being experienced in Colorado
and across the nation.

The Recommended Budget reflects a continued commitment to high standards of public service
and efficient service delivery, and assigns limited available funding to programs supporting the
highest community priorities. It supports master plans accepted by council in 2012, restores
partial funding for police and firefighter training, and continues funding for existing community
programs and services. The Recommended Budget invests in Economic Vitality initiatives to
strengthen the local economy and, in accordance with the Capital Improvement Program’s Guiding
Principles, makes significant investments in Boulder’s public facilities and infrastructure.

BUDGET OVERVIEW

Because the local economy continues to improve slowly, it is expected that increases in the city’s
primary revenues, including sales, use, and property taxes, will be modest in 2013. On the
expenditure side, the Recommended Budget continues the priorities funded in 2012 while taking a
conservative and strategic approach to new programs in 2013.

The Recommended Budget proposed limited increases in expenditures in the base budget for
2013. These increases are described in Table A and include a set of initiatives to address key
community priorities in new ways, and make progress on many of council’s priorities. These
proposals are outlined in greater detail in the body of this memorandum. The second category,
Other Ongoing Costs is one that we experience each year in higher utility costs, construction
costs, and personnel costs for existing programs. In total, the base budget will increase by 2
percent under the Recommended Budget.
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City Manager’s Message

TABLE A - INCREASES TO BASE BUDGET FOR 2013

Increases Prior Year
Amount (2012) Approved
ltem ($ millions) Budget By (%) Explanation

Highlighted Budget Changes - $ 0.50 0.2% Funding for key priorities of community and council. Listed in
Ongoing Commitments ' ’ detail in Attachments A and B.

Debt Service on Capital Expenditures on General Fund debt service ($1.20 million) for

1.20 0.5% .
Improvement Bond ° the Capital Improvement Bond.
Other Ongoing Costs 299 13% Annual local government cgst increases |r.1 personnel,
energy, construction materials, and other items.
I
Subtotal, Increases to $ 4.69 2.0%

Base Budget

As shown in Table B, the Recommended Budget also includes several extraordinary or non-
recurring expenditures that are either one-time outlays or time-limited expenses in addition to
the normally anticipated cost increases for ongoing programs. The expenditures that are non-
recurring include certain capital projects for which the city has saved funds in anticipation and
which are now ready for construction; a once every 11- to 12-year pay period liability associated
with the biweekly pay system used by the city; and expenditures for Boulder’s Energy Future that,
because the revenues were approved late last year, now are included in the city’s budget
document.

TABLE B - NON-RECURRING EXPENDITURES FOR 2013

Increases Prior Year
Amount (2012) Approved
Item ($ millions) Budget By (%) Explanation

Expenditures from Special Revenue Funds ($9.45 million) in
2013 Capital Projects $ 9.45 4.0% 2013 using city and other agency grant funding for projects.

One-time payroll expense to occur in 2013 that the city set
aside in reserves in the General Fund ($2.33 million) and

Pay Period 27 3.90 1.7%
Y 0 Special Revenue Funds ($1.57 million) for 11-12 years in
anticipation of the expense.
] ) Transportation maintenance, Airport, and Civic Area Plan one-
Other One-Time Commitments 0.44 0.2% time support for 2013.
Expenditures of voter-approved Utility Occupation Tax (UOT)
Boulder's Energy Future 220 0.9% revenues not reflected in Approved 2012 Budget. An added

$0.30 million in one-time funds supplements the UOT.

Subtotal, Non-Recurring

. $ 15.99 6.8%
Expenditures
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City Manager’s Message

The total increase to the city’s 2013 expenditures due to non-recurring items is 6.8 percent.

Table C sums up the Recommended Budget’s 8.8 percent combined changes to the base budget
and the non-recurring expenditures.

TABLE C - SUMMARY OF EXPENDITURE CHANGES FOR 2013

Increases Prior Year
Amount (2012) Approved

Item ($ millions) Budget By (%)

Increases to Base Budget $ 4.69 2.0%

Non-Recurring Expenditures 15.99 6.8%
Total Changes $ 20.68 8.8%

A fundamental financial policy guiding the city’s financial structure is that ongoing revenues will
balance to ongoing expenses, and one-time revenue will be used for one-time expenses. The
policy has served the city well during the challenging financial times that have been a part of
Boulder’s financial landscape since 2008. When those one-time expenditures are included in the
operating budget, they increase the total budget for the year in which they are budgeted, but do
not raise the base operating expenses in for future years.

BUDGET DEVELOPMENT

The city considered numerous budget requests at the program level to use existing funds
differently or add funding to a new or existing program. City staff used Priority-Based Budgeting
(PBB) principles to consider each funding proposal and to inform the decision on allocating
additional revenues to individual programs.

By way of example, “Accessible and Connected Community” is one of the five PBB results and
states that Boulder will provide open access to information, encourage innovation, enhance
communication, and promote community engagement. The Recommended Budget proposes to
add a Children’s and Youth Service Program Librarian in the Library and Arts Department to
further achieve this result. A second example is the proposed creation of a Homeless Resource
Officer position within the Municipal Court to further the PBB result “Healthy and Socially Thriving
Community.” This result asks Boulder to support the physical and mental well-being of its
community members and actively partner with other organizations to improve the welfare of those
in need.
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City Manager’s Message

In total, departments submitted proposed budget requests of $2.5 million that could not be
funded. The unfunded requests were mainly from General Fund departments.

FINANCIAL PLANNING
The budget continues to be guided by recommendations made by the Blue Ribbon Commissions |
and Il. Major long-term recommendations included:

e Establish a long-term balanced revenue stream for the City of Boulder

e Enhance the city’s budget process by using Priority-Based Budgeting

e Update compensation policies

e Use efficiency studies to determine if current resources are being maximized

e Update and continue the use of cost recovery strategies

e Maintain current infrastructure

¢ Implement performance measures for city services.

Each of these recommendations has been, or is being, implemented and has helped the city
maintain the appropriate balance of revenues and expenditures. Current projections are that the
$135 million structural gap (determined in the BRC | work) between revenues and expenditures
has been reduced to $75 million annually by 2030. The analysis will be updated in 2013 to better
estimate the remaining gap.

CITY REVENUES

City Council has placed on the November 2012 ballot a revenue question asking voters to
consider renewing the Climate Action Plan (CAP) Tax for five additional years at the existing rate.
The current tax is set to expire at the end of March 2013.

The .25-cent Sales Tax, currently supporting Parks and Recreation operations and capital projects
with $7 million per year, will expire at the end of 2015. On Aug. 7, council placed the question of
extending this tax on the ballot for Boulder’s voters to decide in November. The .25-cent Sales
Tax is proposed as a 20-year extension of the existing tax rate.

If voters approve the renewal of these two taxes, the city would continue to receive approximately
$7 million for parks and recreation services, and $1.7 million for climate action initiatives.

2013 HIGHLIGHTED BUDGET CHANGES
(See Attachments A and B for a complete list of recommendations)

In addition to the continued long-term emphasis to stabilize revenues and expenditures, the

Recommended Budget has been developed to address community and council priorities with a
major emphasis in the following five areas:
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City Manager’s Message

3.

Restore non-personnel funding for police and firefighter training that was reduced during
the economic downturn. The Recommended Budget allocates its largest share of new
ongoing funding from the General Fund to operations in both the police and fire
departments to improve emergency preparedness.

Provide additional resources for three council priorities: Boulder's Energy Future, the Civic
Area Master Plan and Homelessness.
¢ Boulder's Energy Future: One-time additional resources are recommended to
support staff efforts for this priority. In particular, there is a need to support the
legal, technical and financial work as the city continues exploration of
municipalization and its energy strategy.
¢ Civic Area Master Plan: The Recommended Budget allocates additional one-time
dollars to support public engagement and community outreach for the Civic Area
Master Plan.
¢ Homelessness: The city proposes in 2013 to provide additional case management
resources in the Municipal Court to aid the city’s at-risk populations by assisting
homeless defendants in accessing veterans, disability, medical, and social services
benefits; address underlying conditions of mental illness and drug or alcohol
addiction; and reduce recidivism through intervention and treatment.

Implement department assessments and master plans. The Recommended Budget
continues the master plan implementation work begun last year in the Fire Department’s
budget. In 2013, the Recommended Budget proposes to bring salaries and benefits for
wildland fire crews in line with what is required to maximize the effectiveness and
flexibility of Boulder’s wildland fire response. The city’s wildland equipment and personnel
played key roles in the city’s response to the early July 2012 Flagstaff Fire and the fire’s
successful resolution without loss of life or private property.

Continue and strengthen the commitment to economic sustainability. The Recommended
Budget will steer new one-time dollars to fund a fixed-term business liaison position to
assist with business outreach and engagement in key policy initiatives as well as ongoing
business retention and assistance. These initiatives aim to support the long-term success
of Boulder's businesses in a manner consistent with overall community sustainability goals,
helping to reduce energy consumption and solid waste while supporting vital commercial
districts and responding to the needs of primary employers.

Boost the ability to renew infrastructure and invest in technology. As a result of the Capital
Improvement Bond, the Recommended Budget directs additional funding to support
replacement of Boulder’s outdated finance, human resources, and payroll systems.
Moreover, in 2013, funds will begin to be placed in reserve for the East Boulder
Community Center’s future maintenance and renovation needs.
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City Manager’s Message

MANAGING PERSONNEL COSTS

The city remains committed to managing personnel costs and following a conservative path to
hiring additional staff. Our hiring practices incorporate market-based pay scales that enable the
city to attract and retain the best employees. In 2013, the Recommended Budget will add one full-
time equivalent (FTE) in the General Fund. Another 5.5 FTEs will be hired in the General Fund as
fixed-term staff, leaving the base budget unchanged.

In 2013, the city will redesign its health benefits and invest in wellness incentives that slow rising
healthcare costs. Through incentives to lead a healthy lifestyle, monitor chronic health conditions
and help employees to be better informed healthcare consumers, the city can realize savings in a
few years’ time that have the potential to lower medical costs over the long term.

CONCLUDING COMMENTS

While economic indicators point to a slow recovery within the state, the City of Boulder has
implemented conservative expenditure policies and remains fiscally sound. The 2013
Recommended Budget invests in public safety, maintenance of major infrastructure, and funding
for the community’s highest priorities.

In light of moderate revenue projections, the Recommended Budget provides for targeted growth
in certain priority programs. Sound fiscal policies continue to focus the city on improving service
efficiencies, piloting strategic programs, and maintaining reserve funds.

Enclosures:

Attachment A: Significant Changes Between the 2012 and 2013 Budget
Attachment B: 2013 Significant Budget Changes by Fund, One-time and Ongoing
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City of Boulder

ATTACHMENT A
SIGNIFICANT CHANGES BETWEEN 2012 AND 2013 BUDGET
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City of Boulder

ATTACHMENT B
2013 SIGNIFICANT BUDGET CHANGES BY FUND,
ONE-TIME AND ONGOING
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