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Brief Description of Document:

The purpose of this Five Year Financial Forecast is to provide a high level evaluation of Surfside’s financial
future for the period October 1, 2017 through September 30, 2022. This document is based upon the
historical data of expenditures and revenues of the Town along with certain assumptions about forthcoming
and continuing external trends. It serves as a baseline forecast against which the effects of certain policy
and/or funding decisions may be compared. While the authors are aware of certain probable events
(certain developments) this document is a projection and it does not predict the future of our local economy
and the impact of unforeseeable events.

Methodology:

The document was developed with the assistance of a consultant who worked with staff, representing the
Town's operations, under the general supervision of the Town's Finance Department Director. The
methodology focused on the interpretation of the impacts of certain known developments within the Town.
Items related to fund trending, fund balances, and rates were reviewed for each one of the funds.
Wherever possible dollar amounts and other statistical information were drawn from the most recent
Comprehensive Annual Financial Report (CAFR). Trending analysis for each revenue and expenditure area
for each fund was reviewed back to FY 2005/2006 to assist in grounding expectations for future projections.
Fiscal Year 2017/18 forecasts also utilize the projections found in the Town of Surfside’s FY 2017/2018
Proposed Budget Book.

Brief History:

In February of 2011, the Town of Surfside, Florida conducted its first “Five Year Financial Forecast.” That
document reviewed and forecast information for Fiscal Years 2011/2012 through 2015/2016. The macro-
economic environment of the time was less optimistic as was the Town'’s financial position. It projected that
without the benefits associated with quality, balanced infill developments, by FY 2015/2016, the percentage
of Town property taxes paid by residential property owners would be 92%.

The 2011 Five Year Financial Forecast presented a range of potential financial outcomes that, in a worst case
scenario, portrayed a somber view of the Town'’s financial future based on known conditions at the time.
The advance warning of potential undesirable consequences from that report helped direct Commission
policy decisions which have dramatically improved the financial forecast of the Town. Aiding in these long-
term strategic decisions is one of the fundamental advantages brought by this type of analysis.

This document provides an opportunity to look beyond annual revenues and expenditures and recommend
policies promoting the sustainability of Town services and rate structures. This document seeks to answer
the important question: Will current policies be financially sustainable over the next five years? In 2011, the
answer was not optimistic. By 2013, the forecast was a fairly confident: Yes. This forecast provides an
opportunity to be even more optimistic.

The real estate property valuation, the proffers and anticipated revenue increases from the development
projects that have come on board have proven fairly reliable. The projected schedule for other major
projects in the 2013 report have not come on-line as quickly as anticipated. The projected proffers and
revenues for those projects have not changed considerably, but have been delayed. The document before
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you anticipates a slower construction completion schedule than was anticipated in 2013. In short, while the
nature and extent of economic impact have not changed, the timing has. Since that time, additional
development opportunities have arisen and included in this forecast.

This document repeats a number of prior year recommendations. Specifically, it: 1) encourages a millage
rate stabilization fund (aka. Sustainability fund). With increasing expenditures and fairly static incomes, such
a fund would allow for the “smoothing” of anticipated future year incomes. These funds will be increasingly
important when the next slow-down in development and/or recession occurs. 2) While reducing financial
obligations to residents, it encourages a capital project reserve. Such a reserve helps to split the costs of
infrastructure projects between current and future residents by reducing the amount of future borrowing
for major projects. 3) Finally, it encourages an increase in emergency reserves. With increasing
replacement costs for existing facilities and increasing assaults against local governments nationally, the
current assigned reserves should be buttressed. These reserves may be utilized to address impacts from
hurricanes and/or other potential risks associated with our environment (sea-level rise, etc.).

Dynamic process not addressed:

This document serves as a backdrop for the further consideration of policies during the annual budget
process but, is not itself inclusive. The Town Commission considers a variety of quality of life improvement
projects in the form of capital improvement projects and program modifications. Similarly, through the
planning and zoning process the Town Commission has the periodic opportunity to examine potential
redevelopment projects and business district improvements. A full integration of each of these potential
projects is beyond the scope of this analysis, but this document serves as a model for incorporation of these
projects as they arise.

Long-range Forecasting:

To achieve and maintain a resilient financial position, long-term financial planning is critical as is
institutionalizing financial policies related to: debt, reserves, ad valorem tax revenue goals,
residential/commercial property tax distribution and diversification of alternative revenue sources.
Institutionalizing long-term financial planning provides a number of advantages, including:

= Helps prioritize services;

» |nvolves and focuses employees;

»  Decentralizes budget responsibilities and holds Department Heads accountable;
»  Stabilizes services and service levels which can be consistently funded;

=  Encourages consensus from stake holders;

®  Plays a role in optimizing public investments; and

s Aids in avoiding potential emergencies / unanticipated challenges.

Given the potential for changes in elected and appointed officials, policy direction, intergovernmental
relationships, and a variety of other influences, it is more important to value this process. It should be noted
that the more successful and sustainable local governments utilize long range financial planning.



General Assumptions:

A variety of assumptions have been made regarding each of the nine funds analyzed in this report and a
detailed list of all assumptions may be made available if desired. Some assumptions, however, apply to
multiple funds and are articulated here:

1,

Real and personal property tax revenue from renovations: Value assessments will continue to
increase (1% is assumed) as properties are improved. The 1 percent growth is captured as new
property tax revenue from renovation of property (largely residential) and is exclusive of specific
commercial developments to be addressed later. Given current market conditions, this is a
conservative estimate. Still, the past few decades seem to support caution. Completion of the
Marriot and Fendi Chateau Ocean projects are largely responsible for the significant FY 2017/2018
value growth.

Real and personal property tax revenue from development: value assessments will increase for
properties for which there are developer agreements. Increases to valuation resulting from new
development (or redevelopment) of commercial properties are captured as new property tax
revenues.

Real and personal property tax revenue from market force increases to valuation is not captured as
revenue: No increases to the tax levy are included in the analysis for valuation increases based on
market forces. A 1% assumption of growth from building improvements has the effect of increasing
the value of a mill and reducing the millage rate needed to generate similar property tax revenues.
Additional revenues are accommodated on a conservative time frame for known in-fill development.

Surf Club, 8800 Collins, Suzer Condominium Development, Caton Townhouse Development, 9116
Harding Avenue, and 8851 Harding Developments will continue on schedule. Surf Club (FY
2018/2019 impact to Tourist Fund and cost recovery for enterprise activity and FY 2020 ad valorem
assessment), 8800 Collins (FY 2019/2020 enterprise activity, FY 2021 ad valorem assessment), Suzer
Condominium Project (FY 2018/2019 cost recovery for enterprise activity and FY 2020 ad valorem
assessment), Caton Townhouse Development (FY 2019-2020 partial year cost recovery for enterprise
activity and FY 2021 ad valorem assessment, 9116 Harding Townhomes (FY 2019-2020 cost recovery
for enterprise activity and FY 2021 ad valorem assessment), and finally 8851 Harding Multi-family
(FY 2019-2020 cost recovery for enterprise activity and FY 2021 ad valorem assessment.

Minor indexing to other revenues: While there are signs of general market improvements, this
analysis assumes a continuing low yield increase in other revenue streams; most are indexed by 1%.

Interest yields on reserves will continue to improve, but remain low for some time; no indexing is
applied.

Personnel salaries are assumed to increase: Historically, aggregate personnel salaries (particularly in
the General Fund which pays most police officers and staff) have increased approximately 2.5%
annually. It should be noted, that the annual rate does not apply specifically to anyone’s salary as
across-the-board pay adjustments have not occurred with this frequency. Rather, the aggregate
increase in a fund may result from individual adjustments or position changes/additions. The
personnel salary cost line items are indexed at 2.5%.




8.

10.

11.

Increases to position count: The 2017/2018 Budget includes the addition of: 1) Code Compliance
Officer, a Police Lieutenant Position and a contracted Pubic Information Representative in the
General Fund; and a Solid Waste Maintenance Worker Il position in the Solid Waste Fund.

Inflationary pressure will remain modest: Increases to costs of living will make their way to the
United States resulting in inflationary pressures for general consumable goods of approximately two
(2%} annualized.

Electric and Fuel Costs will outpace general inflation at a rate of 3.5% annually.

Existing programs are assumed to continue at current or FY 2017/2018 Proposed service levels. If
service levels increase as a result of new residential and commercial developments, the impact on
expenditure growth would need to be matched with additional revenue.

General Findings:

To Town of Surfside maintains a financial structure consisting of four categories of funds: 1) General
Governmental, 2) Special Revenue, 3) Enterprise, and 4) Fiduciary funds.

General Governmental Funds:

General Operating Fund: Over the period considered, this fund is projected to be healthy.
Continued monitoring for substantial variation from forecast is recommended.

Capital Projects Fund: Projects from the Proposed FY 2017/2018 budget are considered as are
future projects for which developer proffers have been pledged.

Special Revenue Governmental Funds:

Tourist Bureau Fund: Funding available for Tourism related activities will be substantially enhanced
as a result of the new developments above referenced. This funding source is limited by Ordinance
and Florida State Chapter 67-930 to services and programs which promote tourism.

Police Forfeiture Fund: This restricted fund’s revenues are unpredictable as there is no calculation
method or apparent trend leading to a reliable result. Continuing the practice of expending only
unencumbered restricted realized revenues is recommended.

Municipal Transportation Fund: In the last five year financial forecast, the Town of Surfside was
encouraged to utilize the reserves for this fund. That was accomplished and recurring operating
expenses have increased as well. On its current course, without modification to expenditures
and/or revenue increases, this fund will not be self-sufficient by FY 2020 because the cost of
providing the bus shuttle is increasing more than the growth of revenues from the county. These
funds are limited for expenditures which promote community transportation and the development,
construction, or maintenance of roadways, bridges, or mass transit systems.

Building Fund: This fund was newly created in FY 2016/2017. While there is no “history” for this
fund, its component revenues and expenditures have been captured from the General Fund (prior



years) to aid in forecasting future years. [t is important to note as the FY 2017/2018 Budget points
out that the revenues associated with this fund are volatile and fluctuate with construction cycles.
Depending upon how long the current construction cycle lasts, this fund may need to draw upon its
reserves in some of the out-years to meet its expenditures. Generally, however, this fund is in very
good shape for the next five years.

Enterprise Funds:

Water / Sewer Fund: No substantive issues are anticipated for this fund. Utilization of the 2011
reserve models has created healthy restricted funding. Modest rate increases (3% annualized) are
projected in the model based on an assumption of growth of 3.5% annually in the Town’s costs for
water purchases and sewage disposal. Implementation of this consistent rate increase should prove
to conserve existing restricted earnings while smoothing significant cost increases which history
suggests occur every third year.

Municipal Parking Fund: Assuming no transfers, use of unrestricted funds beyond that proposed in
the FY 18 Proposed Budget Book, the unrestricted net assets are projected to remain a significant
percentage (62.5%) of operating expenditures at September 30, 2022. This assets could be used to
support downtown improvements that are carefully selected to maintain our small Town feeling yet
generate opportunities for existing and new businesses while increasing parking availability.

Solid Waste Fund: At the current rates, this fund is in moderately better health than it has been for
nearly a decade. A 3% growth in expenditures is assumed as is a 0.5% increase in revenues
{(associated primarily with in-fill development). With these projections, this fund should be
appropriately funded at current rates through FY 2020. A process (policy) for increasing receipts and
establishing a healthier reserve is recommended.

Stormwater Fund: This fund continues to be in good shape and has no immediate funding needs.

As of the last Five Year Financial Forecast several capital improvement projects were being
considered and some were in the process of being implemented. Funding for those projects was
secured and remains available. Net Assets are also being appropriated in years without transfers to
the Capital Projects Fund or evidence of capital outlay within the fund. This suggests that funding
secured for capital purposes is being utilized to subsidize general operations or non-operating debt
payments. The primary recommendation for this fund is to consider the recommendations of the FY
16/17 rate study which has been produced in draft form.

Notes on Presentation:

The Five Year Financial Forecast is designed to achieve these major goals:

1)

2)

Assist the Town’s annual budget development process to incorporate a best practice of including a
five year projection of revenues and expenditures by fund,

Assist the Town Commission in establishing reserve policies for each fund that allow smoothing of
any potential rate increases and ensure that necessary repairs are made with available reserves to



avoid the need for total replacement such as the recent water, sewer, and stormwater drainage
projects,

3) Analyze the financial impact of various decisions regarding economic/tourism investments such as
downtown improvements on the property tax burden of our residents and the future economic base
of our business community, and

4) Analyze the distribution of the property tax burden to our residents.

Each fund’s information includes most of the following elements:

¢ Introduction to Fund

e Trends in the Fund

e Assumptions Specific to the Fund

e Funding Requirements on Current Course
e Forecast Chart and Explanation

® Fund Balance Table and Explanation

General Fund

Fund Introduction: The General Fund (or General Governmental Operating Fund) is the primary fund that
supports governmental operations and services. The primary revenue supporting these services is ad
valorem (property taxes). In FY 2012/2013, the projection was that in FY 2017/2018, ad valorem would
account for 61.9% of General Fund revenues. The FY 2017/2018 Proposed Budget is at 73.6% without use of
unassigned reserves. This difference is largely attributable to significant increases in ad valorem assessment
associated with new developments completed in FY 2016/2017. Projected increases in ad valorem
assessment values in FY 2020/2021 result in a second wave of substantial increase.

Property Tax Information: Figure 1 below indicates that the Town'’s revenues for the General Fund will
continue to rely heavily upon property tax collections to support general governmental operations. Taken
on its own, this figure suggests that property taxes on existing properties and the associated millage rate will
be increased. Further analysis shows otherwise. Only 1% of the increase in property taxes is associated with
existing property. Those increases are based on residential and commercial improvements and property
value increases not millage rate increases. A following section of the report (Figure 2) continues to show a
decrease in the percentage of property taxes paid by residential properties and growth in the percentage
of property taxes paid by commercial properties




Figure 1: Percentage of Total General Fund Revenues from Property Taxes
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While the percentage of all General Fund revenues from property taxes is increasing, the percentage of the
property taxes paid by residential property owners will diminish until FY 2021. At that point, it is anticipated
that a few townhouse and multi-family developments will be completed and assessable. This does not
mean that taxes on current residential properties will increase based on current projected final values for
in-fill projects, the last Five Year Financial Forecast of September, 2013 was overly optimistic about the
expected percentage of tax burden to residential property owners. Still, the effect of infill development is
that by FY 2021/2022 commercial properties will have nearly doubled their support of the Town of
Surfside’s general governmental operations and improvements compared to FY 2011/2012.



Figure 2: Percentage of All Property Taxes for Residential and Commercial Properties
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Fund Trends: General Fund operating expenditures grow at a rate of 3%-4% annually as a result largely of
inflationary pressures and growth in personnel costs {principally bargaining unit increases). Revenue
increases in recent budgets were derived largely from building permit fees. With the move of Building
permit fees from the General Fund in FY 2016/2017, the largest increases will come in the form of resort
taxes and new ad valorem revenue associated with in-fill development (construction on vacant land) and re-
development (re-construction on currently developed land).?

The following chart (Figure 3) illustrates the forecasted increases to resort taxes and property taxes through
FY 2020/2022 compared to FY 2017 revenues. These dollar amounts are captured in future charts and
analysis for this fund. As Figure 3 illustrates, increases to the fund are anticipated while maintaining the
same millage rate (4.8000 mills) proposed in FY 17-18 budget primarily from residential developments
expected to be “on the roles” in FY 2021. Future anticipated developments are primarily residential (with

the exception of partial rentals of the Surf Club). As a result, the increases to ad valorem collections are
expected to outpace tourism increases.

Included Projects are:

1. 8955 Collins FY 2020
2. SurfClub FY 2020
3. 8809 Harding FY 2021
4. 9430 Collins FY 2021
5. 9116 Harding Avenue FY 2021
6. 8851 Harding Avenue FY 2021

! It should be noted that several of the next few anticipated re-development and/or in-fill projects are expected to be
residential in nature. As a result, the percentage of property taxes paid by residential properties will increase. This,
does not, however, necessarily impact the taxes paid for existing residential properties.
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Figure 3: General Fund Development Revenue (resort tax, property tax) growth of revenues from
developers through FY 2020/2022.
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Fund Assumptions: 1) The FY 2017/2018 millage rate of 4.8000 mills will neither be raised nor lowered for
the next five years, 2) property tax levy will increase by approximately 3%-5% as a result of new renovation
and construction beyond the development of the properties previously considered, 3) expenditures for
general operations will continue to grow at the rate of inflation or 3% whichever is greater, and 4) currently
scheduled in-fill development will be completed on, or before, the conservatively estimated time schedule.

Point one {(above) is worthy of further consideration. It is anticipated that the assessed and taxable values
for current properties in the Town of Surfside will increase, conservatively, by 3%-5% annually over the next
several years without consideration of future in-fill developments. For the past few years that rate has been
higher. The growth of recent commercial developments has shifted the percentage of property tax derived
from residential property values to be lower and commercial property values to be higher as shown in
Figure 2. During the last period of substantial increases in property values, many municipalities maintained
the same millage rate applied to the increased valuation. The product of this application was a substantial
growth in municipal revenues while maintaining the same rate resulting in increased tax levies for local
residents. Inthe FY 2017/2018 Proposed Budget, the Town of Surfside captures growth related income
while stabilizing the tax burden to existing residents.
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On the opposite side, one may recognize that municipal investment cannot continue without funding to do
so and that millage rates may fluctuate considerably in years when a “pay-as-you-go” approach is adopted
for quality of life, infrastructure maintenance, and other capital improvements. One may also anticipate
utilization of any excess funds to smooth the amount of increase required for these improvements. This
forecast recommends as a matter of policy that the Town Commission consider utilizing the forecast funds
to: 1) establish an unassigned reserve, 2) increase emergency (Hurricane) reserves, 3) establish and fund a
dedicated reserve for capital projects (quality of life improvements), and 4) establish a Stabilization
reserve (Reserve for Millage Rate Stabilization) to reduce potentially dramatic swings in millage rate
requirements. Specific Recommendations for funding levels are attached to this report as “Exhibit B; “Fund

Balance Reserve Policy.” 2

Millage Rate Projections on 5 Year Forecast Assumptions

The assumptions in property tax growth for the Town of Surfside over the next several years are re-stated
here: 1) real property valuations are projected to increase annually (1%) not including the in-fill
developments, 2) no increases are proposed to the actual levy (adopting roll-back rate) for existing
properties (unless they are improved properties or exemptions are lost — regardless of market driven
valuation changes), 3) annual taxable increases resulting from loss of exemptions, change in ownership,
and/or building improvements will total approximately 1% of the total taxable value, and 4) improvements
from development will increase taxable values and revenues and the values will be captured and dedicated
to specific benefits to the Town.

Note: while the roll-back rate may be able to be maintained in theory, this becomes more problematic once
a roll-back has been established that includes the on-boarding of in-fill developments. In other words, while
the levy may remain approximately the same for existing homes, a strict “roll-back” adoption each year (as
new developments come on-line) will result in the loss of new revenues from in-fill developments that might
potentially increase reserves and reduce the percentage paid by current and future residential property
owners.

Operating Revenues and Expenditures:

Based on a 3% increase in expenditures and a 1% increase in property valuations for improvements (plus the
resort tax and in-fill development revenues) what does the forecastable future look like regarding operating
revenues and operating expenditures? From this base analysis, decisions regarding restricted reserves and
millage rate reductions may be better informed. Revenues are expected to exceed expenditures by
$834,736 (FY 2017/2018) prior to reserve development to as much as $1,129,203 (FY 2021/2022) assuming
no substantial change to the total levy for pre-existing properties).

2 [Editorial Note: Carl Alan Berkey-Abbott] Consideration of other potentially impactful changes are beyond the scope
of this forecast. Specifically, the impact of sea-level rise and sea-water infiltration will impact the South Florida coastal

areas.
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Figure 4: General Fund - Revenues over Expenditures.
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Funding Reguirements on Current Course: Present analysis and assumptions indicate that funding
challenges should be minimal for this fund over the next five years. Once those years have passed, revenues
will once again begin to stabilize while expenditures are projected to continue to increase. The expenditure
increase in future years of approximately 3 — 5% annually addresses only operating items (not capital outlay
nor capital improvements). For this reason, the establishment of a “Sustainability” or “Reserve for Millage
Rate Stabilization” is recommended.

Fund Balance Table and Explanation: The unassigned and unrestricted reserve is currently very healthy at
28.3% and the Assigned Emergency Reserve has been met. Exhibit B to this document provides a policy
recommendation for each of the types of reserves that Town Administration would like to establish. These
are: 1) maintenance of an unassigned reserve of 20% of annual General Fund expenditures, 2) increasing the
Hurricane / Emergency Reserve to 25% of annual General Fund expenditures, 3) establishing a Budget
Stabilization Reserve of 10% of annual General Fund expenditures, and 4) establishing a Capital Reserve
equivalent to 5% of annual General Fund Expenditures.

Table 1 follows and is composed of two segments. The reserve targets for each year are identified in the
first (top) half of the table. They change each year as forecasted General Fund expenditures change. The
second (bottom) segment of the table identifies a funding strategy based on forecasted surpluses to meet
the recommended targets by the end of FY 2020. The starting numbers are based on FY 17/18 Proposed
Budget information. The assigned reserve is not re-distributed. Portions of the unrestricted and unassigned
reserve are utilized to help start the two new reserves (Rate Stabilization and Capital Reserves).
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Table | - Recommended Reserve Policy

Reserve Recommendations Targets FY 2018 FY 2019 FY 2020 FY 2021 FY 2022

(Percent of Operating) Proposed Forecast Forecast Forecast Forecast
Unreserved 20% $2,733,086 $2,815,079 $2,815,079  $2,899,531 $2,986,517

Hurricane/Natural Disaster Reserve
(25%) $3,416,358 $3,518,848 $3,518,848  $3,624,414 $3,733,146
Budget Stabilization Reserve (10%) 51,366,543 $1,407,539 $1,407,539  $1,449,765 $1,493,258
Capital Reserve {5%) $683,272 $703,770  $703,770 $724,883 $746,629
58,199,258 $8,445,236 58,445,236  $8,698,593 $8,959,551
Table 1 (continued) —

Proposed Funding to Meet Reserve FY 2018 FY 2019 FY 2020 Fy 2021 FY 2022

Targets Proposed Forecast Forecast Forecast Forecast
Unreserved $2,733,086 $2,815,079 $2,815,079 $2,899,531 $2,986,517
Hurricane/Natural Disaster Reserve $3,060,967 $3,487,255 $3,518,848  $3,624,414  $3,733,146
Budget Stabilization Reserve $1,366,543 $1,407,539 51,407,539  $1,449,765 $1,493,258
Capital Reserve $683,272 $703,770  $703,770 $724,883 $746,629

Capital Projects Fund

Fund Introduction: The Capital Projects Fund is a governmental fund type without its own revenue
stream(s) unless grants are received. Funding for these projects is generally provided through transfers
from the general governmental General Fund. The Capital Projects Fund reflects expenditures and funding
for those projects greater than $25,000 which create enduring capital assets. The capital assets accounted
for in this fund cannot be associated with other enterprise and/or special revenue funds, hence, their
general governmental nature.

The FY 17/18 Proposed Budget includes appropriations of $1,452,911 to fund certain capital projects which
are below identified:
e Enterprise Resource Planning (ERP) annual funding - $100,000
Town Hall Security Access System - $27,911
Town Hall Improvements to reconfigure office space - $150,000
Harding Avenue Downtown Street Lighting - $750,000
91st Street Improvement Project - $50,000
Westside Street End Improvements - $50,000

Fund Trends: For future years, several capital projects are expected to be funded through proffers offered
by in-fill development projects. This report does not anticipate the implementation of additional capital
projects not funded through proffers for future years. As the current developer agreements end or
additional resources are needed for project completion, funding will need to be identified.
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Fund Assumptions: Those projects identified in the FY 2017 / 2018 Budget have been included in the
forecast. Several funding opportunities from development agreements are anticipated for FY 2017/2018.
Other non-general governmental projects (for example: enterprise projects and/or special revenue fund
projects) are not included in this fund.

Funding Reguirements on Current Course: With the reduction to known developer proffers, alternative
funding will be required for future projects. Potential funding sources include, among others, transfers from
the General Fund and/or public/private partnerships. The recommendation for a capital projects reserve is
made to assist in reserving some funds for capital upgrades as they become necessary.

Forecast Chart and Explanation: No chart is provided for this fund as the revenues are equivalent to

expenditures.

Tourist Resort Fund

Fund Introduction: The Tourist Bureau Fund is a special revenue fund which accounts for special revenues
generated through (and restricted by) Florida Statute. The funds are generated by a 4% charge on certain
resort properties (bed tax) and a 2% tax on certain food service establishments. The funds are intended for
tourism related promational events and their use is articulated in and governed by the Town of Surfside
Town Charter, Town of Surfside Ordinance and State law. This special revenue fund is required to spend its
funds to comply with funding requirements. Maintenance of a fund balance is not required but as infill
developments are completed, a fund balance policy should be established.

Fund Trends: Many of the in-fill developments that affect this fund have been completed. The singular
anticipated exception is the completion of the Surf Club project.

Fund Assumptions: This forecast anticipates completion of the Surf Club in FY 2018/2019 with partial year
tax remittance (100 days). FY 2019/2020 reflects full year remittance from any Surf Club rentals.
Expenditures are indexed by 3.0% of former years and recurring revenues capture a conservative one
percent (1%) growth with the exception of the two years above mentioned. Future year revenues have
been revised downward from prior estimates of “per night” rates. Assumptions specific to this fund are: 1)
growth in revenues resulting from resort tax (bed tax); 2) growth in revenues resulting from increased
business activity (beverage tax) from developments; 3) 34% of bed and beverage taxes will continue to be
directed to the Tourist Resort Fund, and 4) the Proposed FY 2017/2018 Budget will be adopted without
substantive modification.

Funding Requirements on Current Course: On the current course, no funding beyond the restricted
revenues for this fund are anticipated for the duration of this forecast. Beyond the forecast period revenues
are anticipated to stabilize and expenditures a further review of performance to forecast in the next several
years is anticipated to identify and adjust for any concerns.

Forecast Chart and Explanation: As Figure 6 (below) illustrates, operating revenues are expected to meet or
exceed expenditures in the Tourist Resort Fund for each of the five years. FY 2018 assumes use of the
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restricted reserves (which can only be used for Tourism purposes) as presented in the FY 2017/2018
Proposed Budget. Even with this appropriation from restricted reserves, the fund balance remains heaithy
and is expected to increase. More will be said about this further in this document.

Figure 5: Tourist Resort Fund - Revenues over Expenditure:
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Fund Balance Table and Explanation: Prior forecasts overestimated the speed at which known in-fill
projects would come on board. As a result, the impact to this fund’s reserves was projected to be higher
than it currently is. Table 2 (below) revises those estimates based on the assumptions previously stated.
The table identifies the year ending for each Fiscal Year. So, FY 2017/2018 represents the fiscal year ending
on September 30, 2018. The second row is a simple addition of projected fund balance from the FY
2017/2018 Proposed Budget and the surplus of revenue over expenditure for each subsequent year. By the
end of FY 2021/2022, the restricted reserve approaches $848,087 based on fairly conservative estimates.
This amount allows for considerable reserves and opportunities for marketing program expansions or the
preservation of reserves for years beyond this forecast when revenue increases may not keep pace with

expenditure increases.

Table 2: Predictable Effects to Tourist Resort Fund Restricted Reserve Balance

FY 2018 | FY 2019 | FY 2020 | FY 2021 FY 2022
Proposed | Forecast | Forecast | Forecast | Forecast

Ending
Fund
Balance | $125,765 | $329,804 | $518,653 | $691,644 | $848,087
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Police Forfeiture Fund

Fund Introduction: The Police Forfeiture Fund is a general governmental fund which accounts for special
revenues generated through (and restricted by) Florida Statue. Once a forfeiture occurs at the task force
level, funds are used to pay for expenses of the task force. The remainder is distributed based upon the
number of officers each municipality has assigned to the Task Force. Other funds may come from the
Surfside Police Department conducting its own investigations that may result in seizures. Funds may also
come from Surfside’s participation is a joint investigation with a Federal agency that results in asset
forfeiture®. The primary limitation on the expenditures is that they provide for a new / non-operational
program and/or project aimed at reducing crime, drug awareness programs and/or supporting new or
expanded police initiatives.

Fund Trends: The Town of Surfside has utilized the accumulated reserves in the past several years.
Historically, revenues are very sporadic.

Fund Assumptions: Assumptions specific to this fund are: 1) revenue collections will continue to be
sporadic, 2) the Town will continue to fund, through the General Fund, an Officer who participates in the
Task Force, 3) funds will only be used / budgeted after received, and 4) funds will be used to maintain
existing recurring programs were permissible.

Funding Requirements on Current Course: No modification is needed to maintain this fund provided the
restricted fund balance is not exceeded.

Fund Forecast Chart Explanation: No forecast is provided for this revenue as it would represent a balanced
budget of radically unpredictable funding forecasts. In short, it is too unpredictable for the chart to be truly
predictive or meaningful.

Municipal Transportation Fund

Fund Introduction: The Municipal Transportation Fund is a special revenue fund which results from
restricted revenues from the Citizen’s Initiative Transportation Trust (CITT) program. As with other special
revenues funds, revenues are only received if they are spent on particular types of qualified projects. These
projects generally include projects which will improve traffic safety or benefit or encourage the use of mass
transit services. Some elements of downtown and residential transportation projects are likely qualified

expenditures.

A Maintenance of Effort (MOE) is also required from the Town to continue to qualify for funding. The MOE
is a leve! of expenditure which the Town must dedicate to transportation purposes from other funding
sources. To receive the approximately $215,000 for transportation projects from the pro-rata share of a
half-cent sales tax, the Town spends over $190,183 (MOE) from other funds. The balance of funds may be

3 E-mail from Chief David Allen January 2011
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spent on Transportation enhancement with a preference for pedestrian improvements and residential
transportation projects are likely qualified expenditures.

Fund Trends: The revenues for this fund result from the distribution of a one-half penny tax on each gallon
of gasoline sold in Miami-Dade County. As a result, the revenues were impacted by the recession.
Subsequently, the revenues have begun to increase again. The trend is for moderate revenue increases as

more gasoline in consumed. After several years of the growth of fund balance, staff has identified a number
of qualified projects in the FY 17/18 Proposed Budget (FY 17/18 Proposed, page 192).

These recommendations and identification of recurring allowable projects, represents a change from the
fund trend by appropriating and utilizing restricted funding. Rather than a concern over accumulating
reserves, the larger concern in the next few years may be over-expending in this fund.

Fund Assumptions: Assumptions specific to this fund include: 1) no significant revenue growth, 2) a return
to a basic level of operating expenditures as projects are finishing and reserves are on-track to be exhausted

soon. With these assumptions of basic recurring revenues and operating expenditures over the past few
years, expenditures are likely to continue to exceed revenues.

Funding Requirements on Current Course: Based on the assumptions, adequate funding will not be
available to address recurring operating expenditures without revision to incomes or expenditures.

Forecast Chart and Explanation: As Figure 7 (below) illustrates, revenues are expected to be less than

operating expenditures in the Municipal Transportation Fund for each of the five years after FY 2016/2017.
FY 18 is balanced through the utilization of fund reserves.

Figure 6: Municipal Transportation Fund - Revenues over Expenditure:
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Fund Balance Table and Explanation: Table 3 (below) identifies the year ending for each Fiscal Year. So, FY
2017/2018 represents September 30, 2018. The Projected YE (Year-end) Restricted Balance is simply the
existing balance plus/minus anticipated revenues and expenditures for the following years. With utilization
of reserves for qualified projects, the Town of Surfside has shifted from a forecast of 200% of fund balance
compared to operating to a likely recurring deficit. A reduction in expenditures or increases to revenues or
transfers from other funds, would modify this forecast.

Table 3: Predictable Effects to Municipal Transportation Fund Restricted Reserves

FY 2018 FY 2019 FY 2020 FY 2021 FY 2022

$63,216 $15,446 ($35,532) ($89,804) ($147,459)

Building Fund

Fund Introduction: The Building Fund was created in FY 2016/17 to capture incomes and expenditures
associated with fees (services revenues) associated with building reviews, permitting, planning, and
inspections. This fund is very volatile and dependent upon developments cycles. Charges for services
related to the above items are limited. Charges for these items over-time cannot exceed actual costs for
providing and maintaining this service, pursuant to the Florida Building Code (FBC), in a municipality. The
revenues for this fund result from payments made for additional services performed by the municipality to
ensure compliance with the building code and Town Ordinances. The service payments are triggered by a
property owner’s decision to improve and/or modify their existing property. In years beyond the scope of
this forecast, revenues are projected to be fairly stable (flat). Control of expenditures will be central to
ensuring the solvency of this fund without requiring General Fund transfers.

Fund Trends: This fund has not been established on its own long enough to have a history. Trend
information has been parsed out from former General Fund expenditures and charges associated with the
building function. In years of strong development and a healthy economy, this fund will continue to do well.
In less prosperous times, expenditures may well exceed minimally required expenditures. Establishment of
this fund helps with longer-term tracking for compliance purposes

Fund Assumptions: Assumptions specific to this fund include: 1) continuing increases in revenues over the
next several years with a diminishing call for service as in-fill opportunities are exhausted (specifically,
revenues are diminished at a rate of 20% per year after development begins to siow down), 2) potential in-
fill projects will continue moving forward, and 3) that some level of adjustment will be made to continue
matching expenditures with service demands and associated fees.

Funding Requirements on Current Course: As indicated by the charts below, the future of this fund looks
bright for the next several years and no changes in course are recommended here.

Forecast Chart and Explanation: As Figure 8 (below) illustrates, revenues are expected to exceed
expenditures in the Building Fund for at least the next three years as in-fill development continues. Once
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completed, however, modifications to revenues/expenditures (or both) may be required for the fund to
meet its expenses without the assistance of transfers or reserve appropriations.

Figure 7: Building Fund - Revenues over Expenditure:
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Fund Balance Table and Explanation: An audited starting fund balance for the Building Fund has not been
established. Table 4 (below) identifies the year ending for each Fiscal Year assuming no balance is brought
to the fund. The Projected YE (Year-end) Restricted Balance is the existing balance (beginning at $0)
plus/minus anticipated revenues and expenditures for the following years. With a well-established

restricted reserve throughout these first few years, the fund should remain self-sustaining well beyond the
scope of this forecast.
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Table 4: Predictable Effects Building Fund Restricted Reserves

FY 17 ' FY 18 FY 19 FY 20 FY 21 FY 22
Projected Proposed | Forecast Forecast Forecast Forecast

Year Ending
Fund Balance | $1,055,440 | $1,662,455 | $2,170,638 | $2,293,901 | $2,126,102 | $1,735,603

Water and Sewer Utility Fund

Fund Introduction: The Water and Sewer Utility Fund is an enterprise fund which relies upon user fees for
revenues and borrowing for major capital projects. The fund is established to provide for independent
water and sanitary sewer planning, operations, and improvements.

Fund Trends: South Florida water experts have said: “the cheapest potable water in South Florida is the
water that isnt used”. Clean fresh water sources are becoming scarce in South Florida and are likely to
continue to do so. Costs for water supply and waste water treatment have been increasing and are passed
on to municipalities that distribute water and collect sewage. As a result of these costs and the
implementation of overdue infrastructure repairs, combined with insufficient retained net assets, this fund
has an operating debt payment which is included in the projections.

Fund Assumptions: Assumptions specific to this fund are: 1) based on this fund’s history, annualized
increased costs to the Town for Water and Sewer expenditures are approximately $100,000 (3% of
expenses; this generally occurs as a $300,000 increase over a three year period, with some years of stability
and some years of substantial increase), 2) water and sewage treatment costs are not likely to decrease
going forward and are likely to continue to increase at the historic rate or greater, 3) funding of the
increasing operating costs cannot be addressed long-term with use of the “Reserve for Rate Stabilization”
alone, 4) passing along modest rate increases to end users is tolerable, and 5) preservation of the “Reserve
for Rate Stabilization” dollars will assist should a substantial deviation (cost increase) occur.

Funding Requirements on Current Course: Should the annualized increases to the Town expenses occur as
projected, reserves (unrestricted rate stabilization earnings) may be utilized to reduce (smooth) the rates
over time. Alternatively, the rate could be set without smoothing or a combination of the two. The model
presented here assumes a rate increase of 3% or less in future fiscal years (annually) to address predictable
Town cost increases. Preservation (funding) of the rate stabilization fund over time is needed to continue
the smoothing of rate adjustments above mentioned. This funding is secured by consistent modest rate

increases.

Forecast Chart and Explanation: In Figure 9 (below), expenditures are expected to exceed revenues in the
Water & Sewer Fund for four of the five years unless modest rate increases (approximately $100,000
annually — 3%) are adopted.
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Figure 8: Water and Sewer Utility Fund - Revenues over Expenditures:
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It should be noted that for future years, the proposed net change to restricted retained earnings remains
stable with the current balances (Renewal and Replacement = $1,522,319; Loan Reserves = $243,000).
Unrestricted retained earnings (Rate Stabilization) would fluctuate as illustrated in the chart below:

Figure 9: Unrestricted Rate Stabilization
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Municipal Parking Fund

Fund Introduction: The Municipal Parking fund is an enterprise fund which relies upon user fees for parking

spaces and facilities as well as parking violations for revenues. The fund is established to provide for public
parking planning, operations, and improvements,

Fund Trends: As of the last 5 Year Forecast, Revenues for this fund were recurrently in excess of
expenditures, but use of reserves (Use of Net Position/Retained Earnings) were being considered for a
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number of capital improvements. Moving forward with those capital improvements has resulted in a few
years of decreasing net position, but are expected to result in aesthetic improvements, parking
improvements, and a return to a stabilized position where revenues again exceed expenditures without
depleting net position/retained earnings for this fund. In short, management of this fund appears to have
been quite successful for the past several years. The moderate rate increase proposed in the FY 18
Proposed Budget have been captured. The average hourly rate in Downtown Miami is $7/hour. The Town
of Surfside hourly rate is proposed at $1.75 (on-street and off-street blended).

Fund Assumptions: Assumptions specific to this fund are: 1) the FY 2017/18 budget will be adopted for this
fund without substantive changes, 2) incomes are indexed by 1% and expenditures (less FY 18 capital outlay)
by 2%, 3) lots and parking spaces within the Town will continue to be occupied at current or increased rates,
4) expenditures for this fund will remain similar to historic rates and will increase significantly only if
additional municipal lots are developed, 5) a separate continuing analysis is required to best address
parking issues, and 6) surplus revenues over expenditures may serve as a dedicated revenue to pay debt
service on future improvements. New Parking facilities are not within the scope of this document.

Funding Requirements on Current Course: For the current course of action (no new structure) funding
beyond the FY 18 Proposed Rates is not anticipated. Retaining the current retained earnings (Net Position)
for future debt payment and/or the acquisition and development of future lots is encouraged.

Forecast Chart and Explanation: As Figure 10 (below) illustrates, revenues are expected to exceed
expenditures in the Municipal Parking Fund each year. Net increases are anticipated each year and may be
reserved to further the growth of this successful enterprise.

Figure 10: Municipal Parking Fund - Revenues over Expenditures:
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Fund Balance Table and Explanation: Table 5 {(below) identifies each Fiscal Year (October 1 — September 30).
The second row captures the forecasted start of year net position restricted for parking. The third row
shows the projected net position and year end and assumes no use of reserves except at identified in the FY
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18 Proposed Budget. By the end of FY 2022, the unrestricted net asset balance hits $751,127 (62.5% of
Operating Expenditures) which may be utilized to fund future municipal parking fund debt service or other

purposes.

Table 5: Predictable Effects to Municipal Parking Fund Retained Earnings Reserves

FY 2018 FY 2019 FY 2020 FY 2021 FY 2022
Proposed Forecast Forecast Forecast Forecast
Net Position Start $642,723 | $496,622 | $576,401 $645,634 | $703,990
Net Position Ending $496,622 | $576,401 | $645,634 $703,990 | $751,127
Change to Net Position (5146,101) $79,779 $69,233 $58,355 $47,137
Solid Waste Fund

Fund Introduction: The Solid Waste fund is an enterprise fund which relies upon user fees for revenues.
The fund is established to provide for solid waste planning, operations {collections), disposal at landfill sites,
recycling and equipment replacement.

Fund Trends: As of the last 5 Year Forecast, this fund was unable to meet even its operating funding needs.
The fund relied upon savings (retained earnings) to meet its operating costs. At one point, a transfer from
the General Fund was utilized. Retained earnings were projected at 1.47% or less of expenditures.

This fund is healthier today, but continues to face the challenge of increasing expenditures while having
limited retained assets. As a result, rates, as with most enterprise funds, do not keep pace with expenditure
demands. The Government Finance Officers Association recommends the development and adoption of
policies related to retained earnings. A reserve plan (policy) for these funds would: 1) likely boost retained
earnings to a healthier percentage, 2) could be utilized to create a rate stabilization reserve or 3) other
purposes as defined in Town adopted policy.

Fund Assumptions: Assumptions specific to this fund are: 1) waste disposal fees and recycling costs to the
Town are indexed by 3% annually, 2) revenues will increase modestly as a result of development in future
years. For this forecast a conservative annualized revenue increase of 0.5% is utilized, 3) if not already
under development and consideration, a retained earnings policy for this fund will be developed, adopted,
and met.

Funding Requirements on Current Course: This fund has an opportunity to be in better health than it has
been in several years. If the assumptions of this forecast hold true, the fund can improve its dedicated
reserves for future capital or other solid waste related activity over FY 18, but will likely not be able to do so
in future years of this forecast. By FY 2020, rates will likely need to be considered for an increase or reserves

utilized.

Forecast Chart and Explanation: It is important to note about Figure 11 (below) that it reflects estimates of
operating revenues {without retained earnings) and expenditures (without capital outlay). Should any
capital improvements and/or capital outlay occur the total expenditures would be increased. With the
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maintenance of existing rates, the fund should be able to cover its own expenses and reserve some funding
for future capital projects and/or rate stabilization.

Figure 11: Solid Waste Revenues over Expenditure

1,900,000 1,787,494 1,841,119
1,748,742 1,757, 486 1,896,353

1,767,885
1,800,000 1735,432 1 766,273
1,775,105
1,700,000
596,782
1,600,000
1,500,000
1,400,000
FY 201
5 Fyaom

Proposed FY 2020

FY 2021
Forecast
Forecast FY 2022

Forecast

Forecast

B Operating Revenues & Operating Expenditures

Fund Balance Table and Explanation: As shown in Table 6 (below}), by the end of FY 2019, the unrestricted
net asset balance grows to $339,858 (19.58% of forecast expenditures). Some cushion of unrestricted net
assets is recommended in case of unanticipated costs of unanticipated underpayment. This percentage

remains low, but the Town Commission may wish to consider restricting a portion of those funds to assist in
stabilizing, or smoothing, rates in FY 2020 or beyond.

Table 6: Predictable Effects to Solid Waste Fund Retained Earnings Reserves with Proposed FY 2017 rates

FY 18 FY 19 FY 20 FY 21 FY 22
Proposed Projected Projected Projected Projected
Starting Projected Unrestricted Net $238,444 | $326,547 | $339,858 | $309,849 | $235,003
Ending Projected Unrestricted Net $326,547 $339,858 | $309,849 | $235,003 | $113,755
YE Ending Projected Unrestricted
Net % of Exp. 20.45% 19.58% | 17.33% | 12.76% 6.00%
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Stormwater Fund

Fund Introduction: The Stormwater fund is an enterprise fund which relies upon user fees for revenues.
The fund is established to provide for stormwater drainage planning, operations and improvements.

Fund Trends: FY 15/16 was the last year, according to the FY 2018 Proposed Budget Book, that funding was
transferred to the Capital Projects fund to support infrastructure projects. Since then, there has been no
budgeted capital outlay expenditures, but continuing appropriations of net assets. The operating revenues
for this fund do not appear to be keeping pace with expenditure increases. Ordinarily, this situation would
be of greater concern. It is less as today infrastructure improvements have been completed and a significant
amount of unrestricted retained earnings remain available for debt repayment or other appropriation.

Fund Assumptions: Assumptions specific to this fund are: 1) debt payment on the infrastructure loan
continues, 2) revenues are increased modestly for development (1% to 1.5% annually), 3} expenditure are
indexed, 4) all major infrastructure projects have been completed and 5) the Town of Surfside has retained a
rate consultant to recommend an equitable rate establishment process.

Funding Requirements on Current Course: On the current course, the operating revenue to expenditure
ratio in this fund is forecast to be reliant retained earnings. As smaller capital projects are anticipated, they
will also rely upon loan proceeds, should rates not be adjusted. During the course of this projection that
strategy might be sustainable depending upon the capital projects. Exhaustion of retained earnings with an
annually increasing revenue to expenditure difference will eventually lead to a likely dramatic rate

adjustment.

Forecast Chart and Explanation: As Figure 12 {below) illustrates, operating revenues are not projected to
keep pace with expenditures. As stated above, the greater expenditures are related to managed capital
improvements and enhancements. Funding for these items has been secured through a bond issue allowing
for gradual, but consistent progress without substantive rate increases all at once. A rate study was
completed in FY 16/17 and is under consideration. Figure 12 illustrates the forecast without rate
modification or reliance upon retained earnings for operating expenditures.
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Figure 12: Stormwater Fund Revenues over Expenditure
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Fund Balance Table and Explanation: As shown in Table 7, redirecting unrestricted retained earnings which

were secured by revenue bond to address infrastructure issue to operating is a risk unless operating

revenues or expenditures are modified. Without an increase to revenues or sustained decrease in non-
capital expenditures, the net unrestricted retained earnings for this fund will continue to decrease. An
accelerated capital improvement program would result in quicker expenditures and greater reduction to the

unrestricted retained earnings amounts.

Table 7: Predictable Effects to Stormwater Fund Unrestricted Retained Earnings

Beginning Net Unrestricted $3,278,253
Ending Net Unrestricted $3,193,147
Change (5$85,106)
Difference Cumulative (585,106)

$3,193,147
$3,096,398

($96,749)
($181,855)

$3,096,398
$2,987,520
($108,878)
($290,733)

$2,987,520
$2,866,011
($121,509)
($412,242)

$2,866,011
$2,731,351
($134,660)
($546,902)
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Administrative Summary Report

The first Five Year Financial Forecast for the Town was completed in February 2011 and was accepted by the
Town of Surfside’s Town Commission. At that time, it was clear that without development, the millage rate
would continue to rise. If reserves had been utilized to keep the millage rate lower, the reserves would
quickly be exhausted and millage rates would have to be increased dramatically (or services cut drastically)
at that point.

Since the first Financial Forecast, a series of policy decisions were implemented. As a result, the Town of
Surfside has a strong overall financial outlook through at least FY 2021 / 2022. Should the assumptions of
this report hold, the Town will be able to improve its unassigned reserves, hurricane reserves, fund a millage
rate stabilization reserve, and set aside capital projects reserves.

The policy decisions implemented from the information of the first Five Year Financial Forecast have
changed the financial forecast considerably. The improved outlook emphasizes the importance of long-
range forecasting to inform long-range policy decision making. This forecasting tool helps inform long-term
policy decision making, capital improvement timing, on-going operating decisions, personnel decisions, and
debt issuance. Specific recommendations are made in this report that reflect best practices in financial
forecasting and planning.

FY 2018 and Forward Recommendations: To meet the reserve, millage rate, and potential capital project
expectations of this study, reserves need to be established and funded. Exhibit B contains a Fund Balance
and Reserve Policy proposal to address these concerns. An example of how and when those reserves might
be met is available on page 13. Creating these reserves and establishing their funding mechanism in
advance of in-fill development completion is recommended.

Minimal increases are expected for some utilities to cover the pass-through costs to the Town for water
purchases, sewage disposal, and solid waste tipping fees, etc. The health of the Solid Waste Fund has
improved since the last report but remains a concern. The Municipal Transportation Fund has always
experienced a significant shift from over-funded to a possibility of expenditures outpacing revenues unless
modified. Continued monitoring of all funds, but particularly these two, is recommended. At any point that
assumptions about rate adjustments for enterprise funds are not meet those funds may run into financial
challenges.

Finally, it cannot perhaps be stressed enough that this is a unique opportunity in the life of Florida
municipalities to establish wise financial policy. While closer scrutiny comes naturally during periods of
economic downturn, this period of greater economic strength is a good time to consider long-range
planning. With uncertainty about how long the present economic conditions last, reserving funding now
and solid planning now, can (and has) helped improve the Town’s financial outlook. Combined with the
general United States’ recovery, the Town of Surfside appears to be undergoing a minor renaissance. The
level of redevelopment occurring here and now does not come around often in a township’s life. It is our
intention that this document will assist in the discussion regarding how to best manage the Town many
years into the future.
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Exhibit B

Town of Surfside

Policy: Fund Balance/Reserve Funds

This policy establishes the appropriate level of reserves which the Town will strive to maintain in the
General Fund and it’s Enterprise Funds - Business Type Activities of the Water and Sewer,
Municipal Parking, Sanitation and Stormwater Ultility.

The definition of reserves is limited to the portion of fund balance that is unreserved. Unreserved
fund balance is to mean not set aside for existing legal obligations such as Bond and loan
requirements; and reserves designed by the Town Commission. The use of unreserved fund balance
is to provide for operating contingencies. Such unreserved fund balance can provide for operations
and continued financial stability should budgeting shortfalls develop so the Town is able to weather
economic uncertainty, unexpected situations such as natural disasters, provide sufficient cash flow to
avoid the need for short term borrowing.

Reserve funds are established and maintained within the General Fund and Enterprise Funds for a
designated purpose.

General Fund

The General Fund maintains one reserve for natural disasters such as hurricanes in addition to the
unreserved fund balance that is not designated for a particular purpose.

It is recommended that the Town establish two additional serves, a Budget Stabilization Reserve to
stabilize the Town’s millage tax rate, meet economic uncertainty and address a temporary reserve
short fall or unanticipated large expenditure; and a Capital Reserve to meet unanticipated
infrastructure and capital equipment needs to the Town’s buildings and facilities.
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Reserve Amounts in the General Fund

The Town will strive to budget and fund the amounts listed below in the General Fund balance as a
percentage of the Town’s annual operating expenditures of the General Fund.

20%
25%
10%

5%

Unreserved Fund Balance
Hurricane/Natural Disaster Reserve
Budget Stabilization Reserve
Capital Reserve

Enterprise Funds

The Enterprise Funds are business-type activities which rely to a significant extent on fees and
charges to customers for services. The fees charged to customers cover operating expenses, debt
service and required reserves to meet debt service requirements and a reserve for renewal and
replacement of capital assets and infrastructure.

The Enterprise Funds should have an appropriate Unrestricted Fund Balance to be used for cash flow
purposes for unanticipated expenditures of a non-recurring nature or to meet unexpected increases in
service delivery costs.
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