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 TOWN OF PALM BEACH

TENTATIVE -
SUBJECT TO
REVISION

SPECIAL TOWN COUNCIL MEETING

AGENDA
TOWN COUNCIL CHAMBERS

MONDAY, SEPTEMBER 12, 2016
2:00 PM

WELCOME!

CALL TO ORDER AND ROLL CALL

Mayor Gail L. Coniglio

Michael J. Pucillo, President

Richard M. Kleid, President Pro Tem
Bobbie Lindsay

Danielle H. Moore

Margaret A. Zeidman

PLEDGE OF ALLEGIANCE
APPROVAL OF AGENDA
COMMUNICATIONS FROM CITIZENS - 3 MINUTE LIMIT PLEASE
FURTHER REVIEW OF THE PROPOSED FY 2017 BUDGET
A. Review of Questions Posed by Mayor Coniglio at August 16 Town
Council Meeting, including CIP PAYGO and the Coastal Management
Program

B. Other Budget Questions

ANY OTHER MATTERS

ADJOURNMENT
PLEASE TAKE NOTE:

The progress of this meeting may be monitored by visiting the Town’s website (www.townofpalmbeach.com) and
clicking on “Meeting Audio” in the left column. If you have questions regarding that feature, please contact the Office
of Information Systems (561) 227-6315. The audio recording of the meeting will appear within 24 hours after the
conclusion of the meeting.

Disabled persons who need an accommodation in order to participate in the Town Council Meeting are requested to
contact the Town Manager’s Office at 838-5410 or through the Florida Relay Service by dialing 1-800-955-8770 for
voice callers or 1-800-955-8771 for TDD callers, at least two (2) working days before this meeting.


http://www.townofpalmbeach.com/

Town of Palm Beach

MEMORANDUM

To: Mayor and Town Council Members
From: Thomas G. Bradford, Town Manager
Date: August 30, 2016

Subject: FY17 Budget Follow-Up Information

At the August 16, 2016 Town Council meeting, the Mayor requested answers to questions she posed
regarding the FY17 budget. Staff answers and additional information appears below.

General Fund

As the Mayor indicated, the General Fund operating budget before transfers has not risen significantly over
the past 5 years. The 5-year average annual increase has been 2.49%. The operating budget includes, salary
and benefits, capital, contractual and commodity expenditures.

The most significant portion of the operating budget is salaries, representing 44.2% of the total. Salaries
have only increased by an average of .22% over the past 5 years and decreased an average of -.61% over
the 10 years. Since 2008, the FTE count has dropped from 411.28 to the FY17 proposed count of 362.87,
a decrease of 48.41 FTE positions. During the past 5 years, there have been numerous retirements and
significant turnover in some departments keeping salaries low. In addition, inflation has been low so wages
have not increased as much as they have in the past. Total employee benefits equate to 30.24% of the total
operating including pension costs. These costs have increased by an average of 5.84% over the past 5 years.
All of this increase has been due to the increase in pension costs since the pension reform changes
implemented in 2012. Pension cost increases are due to the following:

e The change in investment assumption from 8% to 7.5%
o New State mandated mortality tables

o Lower than expected returns; and

e More retirements than anticipated

The balance of the operating expenditures includes contractual, commodity and capital costs. These costs
collectively have increased an average of 3.46% over the past 5 years. The major increases in these
categories include: Legal advice, software maintenance, employee recruitment and training, utility costs,
building inspection, outsourcing EMS billing, contractual costs in yard trash collection, landscape
contracting, building maintenance and depreciation on fixed assets.



The Mayor requested a review of the following FY17 General Fund budget transfer items.
Transfers

Debt Service has increased an average of 15.86% over the past 5 years. Since the refunding of the 2010A
bonds in August, the new debt service amount has reduced the average increase over the past 5 years to
14.79%. This increase is due to the issuance of the 2013 bonds in FY14. The new bonds increased the
General Fund transfer to the debt service fund from $3.5 million to $6.1 million. The current debt service
amount is $6,275,412. We are proposing to decrease this amount by $186,684 in the FY17 budget due to
the refinancing of the 2010A bonds that occurred on August 25, 2016 whereby the Town had NPV savings
of $6,895,965 or 13.35%. This reduction would allow the proposed FY 17 millage rate to decrease to
3.3407, a savings of $12 per $1 million in taxable value. In FY18 the debt service will decline by another
$97,672.

Coastal Management Fund transfer has increased an average of 39.24% per year over the past 5 years.
Historically, the coastal program was funded by a bond issue in 2000 that allowed the Town to complete
beach renourishment projects. The Shore Protection Board was re-instituted in 2008 and began to work on
a coastal protection plan. Up to 2014, the Town relied on the General Fund, FEMA reimbursement, and
funding from Town reserves for coastal protection costs. In 2014, the Town’s financial consultant, PFM,
was brought in to develop a financing plan for the approved 10-year Coastal Management Plan. The
financing plan that was approved required a property tax increase of $4,777,000, which was approved by
the Town Council.

In 2015 and 2016 both the Mid-Town and Phipps Ocean Park Beach renourishment projects were completed
at a substantially higher cost than was anticipated in the original 10-year Coastal Management Plan
estimates. The increases were mainly due to high mobilization costs. The excess costs were funded with
transfers from unassigned General Fund balance. In FY16, the Town Manager presented a budget that
updated the cost estimates of the future Mid-Town and Phipps projects to represent realistic costs based on
the Town’s recent experience. To fund these increases, the Town Manager proposed increases in the
transfer to the Coastal Management Fund of $1.5 million for FY 16, and another $1.5 million increase in
FY 17 and an additional $1 million in FY 18. The Town Council decided to increase the transfer in FY16
all at once for a total increase of $3,238,220, to eliminate the out-year deficits. The FY17 budget reflects
a continuation of this financing plan with an increased transfer of 3% or $240,457. The financing plan
contains annual increases of 3% per year for all out years.

Staff will be prepared to review coastal funding options at the budget hearing on September 13, 2016 at
5:01pm, or earlier if a special meeting is scheduled. A copy of the proposed FY2017 Coastal Management
Plan is attached as Exhibit 1.

Transfers to the Capital Improvement Fund — PAYGO — The Capital Improvement Fund has increased
an average of 24% over the past 5 years. From 2012 - 2015 the PAYGO transfer had been set at $1 million
and in FY16 it was increased 3% to $1,030,000. In FY17 the amount was increased to a proposed $2.2
million which includes $1.5 million for the PAYGO transfer and the balance of $670,000 for the
underground utility project for the following costs associated with the project:

e $200,000 to bury lines through the City of Lake Worth



e $270,000 to augment the underground utility program to reduce assessments
e $200,000 budget for a contractual Program Manager

Since the budget was proposed in July, staff has been able to derive a more accurate amount for the salary
and benefit costs of the contractual program manager. The new estimate for salary and benefits is $130,000.
This would allow the Town Council to reduce the allocation to the underground project by $70,000 or
transfer the funds to the Capital Improvement PAYGO Fund.

The Town Council also approved at the July, 2016 budget meeting, an additional transfer of $160,153 to
the CIP PAYGO fund generated with the taxable value increase as of July 1%. If the Town Council would
prefer to reduce the property taxes by $160,153 and the savings of $70,000 mentioned above, these items,
combined with the debt service savings, would generate a millage rate of 3.3255 for a savings of $27 per
$1 million of taxable value.

Almost all capital projects since 2010 have been paid for using the proceeds from the 2010A and 2013
Revenue Bonds. The proceeds will be fully liquidated in 2018. The original 20-year plan anticipated a
total of $120 million in projects. The Town has issued two Revenue Bonds to finance $87.2 million in
infrastructure projects. The remaining projects are currently expected to be financed through the Town’s
PAYGO program, rather than another bond issue thereby preserving revenue bond debt capacity for an
emergency, if needed.

The General Fund transfer to the CIP PAYGO fund in FY17 was increased by $470,000 in order to fund
proposed FY17 projects and begin to build the reserves in the Capital Projects fund to be able to finance
capital projects once the bond proceeds have been expended. Since the July budget hearing, the new Acting
Town Engineer, Patricia Strayer, has spent time working on the 5 year CIP and has made revisions to the
plan which have been reviewed by the Town Manager and staff. The new plan takes into account
assessment studies that have been completed by consultants on the condition on our infrastructure and the
recommendations are included in the 5-year capital plan. The current proposed transfer is sufficient to
cover the costs in FY17.

The Town’s infrastructure assets total $125,506,578 as of September 30, 2015. Annual depreciation on
these assets total $3,644,510. The Government Finance Officer’s Association (GFOA) recommends
establishing a renewal and replacement fund and funding it annually. For infrastructure they suggest as a
funding guide the amount of depreciation on the assets which is currently approximately 3% of asset value
per year. The Town’s CIP PAYGO is a renewal and replacement fund. If we apply the GFOA
recommendations to the Town’s situation and only apply the R&R formula to the value of older assets not
improved by the 2010 or 2010 Revenue bond issues, the Town should be funding the CIP PAYGO program
at approximately the $1.5 million proposed for FY2017.

Prior to the issuance of the 2010 bonds, the annual appropriation in 2010 to the 5 year CIP program was
$2.2 million. The proposed 5 year CIP plan anticipates funding increases of 20% per year, in order to bring
the annual funding over time closer to the amount of depreciation on these assets. However, adoption of
the 5-year CIP PAYGO plan only applies to the upcoming fiscal year, in this case FY 17. You can revisit
appropriations annually and adjust as needed.

The new 5-year CIP proposed budget is attached for your review as Exhibit 2.



Capital Improvement Program and Coastal Management Program.

The Mayor had the following questions specifically regarding the Capital Improvement Program.

1)

5)

6)

7)

What was the original plan for ACIP — The original plan for the Accelerated Capital
Improvement Plan Program was to make all of the infrastructure “new” over 20 years. The program
anticipated 3 phases at $40 million for each phase and was expected to take at least 15 years. The
Town has been very aggressive in the execution of the program and has taken on the first two
phases in 6 years. With two construction seasons left the Town has completed 80% of the planned
improvements for the first two phases. Because the Town’s remaining revenue bonding capacity
may someday be needed for use in the event of an emergency, staff has recommended that the
remaining Capital Improvements be completed at a less aggressive pace utilizing the PAYGO
Funding Program over the next 10 years.

Level of funding before ACIP - General Fund transfers for FY09 - $1.8M and FY10 - $2.2M.
Proposed FY2017 Budget — The budget is funded through a general fund transfer of $2.2 million.
Additional negative impacts to the community — The next two construction seasons Public
Works will be continuing construction of ACIP Phase 2 projects, which will be the priority since
these funds need to be expended prior to December 2018. The PAYGO budget does not propose
any significant construction projects in FY 2017. The budget for FY 2018 includes construction
of the D-14 improvements and minor improvements to 4 sanitary stations. Public Works does not
anticipate these to cause negative impacts to the community.

How do you characterize the condition of the Town’s infrastructure? The Accelerated
Program will be over 80% complete at the end of this construction season. Staff estimates that
nearly 57% of the Town’s infrastructure has been replaced and is in good condition.

Scale back increases and still maintain an effective and fiscally responsible program w/o
putting the residents at risk. There are 2 construction seasons of ACIP Phase 2 remaining. We
will be focused on finishing these projects over the next 2 years. A drainage lift station (D14) was
not included in the ACIP program and needs to be overhauled in the next few years. The FY17
PAYGO budget proposes project design in FY 2017 with construction in FY2018.

What are the highest priorities? Public Works has completed assessments of our drainage and
sanitary sewer facilities (through consultants). These assessments identify and prioritize work
remaining on these facilities. This work has been scheduled out over the next 10 years based on
these recommendations. Other priorities include lining old VCP gravity sewer lines, replacing old
water mains, and addressing localized ponding and paving and grading issues. These will be
reviewed with each phase of undergrounding and prioritized based on funding and project
coordination.

The Mayor had specific questions regarding the Coastal Protection Program. The answers are below.

1. What was the philosophy of the adopted program and project recommendations?

The Woods Hole Group (WHG) comprehensive review of the Shore Protection Board’s proposed
long term Coastal Management Plan, published in 2013, references a feeder beach strategy to
manage the Town’s beaches. This feeder beach system includes Lake Worth Inlet maintenance
dredging, Mid-Town Beach Renourishment, and Phipps Ocean Park Beach Nourishment projects
in order to restore the natural functions of the littoral transport system.



Following Town Council’s direction for Woods Hole Group (WHG) to perform a technical review
of the Shore Protection Board’s Proposed Coastal Management Program, Town Council provided
additional guidance on the scope of work which included two key points: (1) An unbiased analysis
of the SPB recommendations with a focus on feasibility, and (2) Consideration of cost-
effectiveness, costs and benefits, and value of SPB recommendations.

The 10-year program, as described and presented by WHG to Town Council, included a 10-year
plan with recommendations for immediate implementation and provided planning level cost
estimates. Factors such as cost escalation, market fluctuations or inflation were excluded.

Excerpt from WHG with respect to Incremental Progress and Compromises:

An applicant cannot choose to impact a protected resource and simply propose or negotiate
mitigation. This mandated avoid, minimize, and mitigate standard requires sometimes
incremental progress and even failure. For this example, Phipps Park may eventually
include an expanded nourishment template perhaps with stabilizing coastal structures, but
not until lesser impact alternatives have been attempted, monitored, and considered in good
faith. With the long-term commitment to the coast, an incremental benefit can be realized
with a supplemented sediment supply and moderation of the over-steepened beach profile
in the Reach 7 area. The same incremental strategic adaptive management approach
applies to Reach 8.

Excerpt from WHG with respect to Vulnerability:

With all the progresses and successes resulting from the management plan, as with all
coastal communities, a degree of vulnerability always exists. Portions of the Island will
always be exposed no matter what level of investment is made. Through the Town staff
and consultants, the information and technical knowhow has been established to design
resilient projects, but the ultimate value-based decision is local based on what’s best for
the community.

2. What is the history of the approved coastal management program?

In 2013, Town Council adopted a 10-year Coastal Management Program, for FY 2014 and FY
2023, with approval of the FY 2014 budget. The total cost of the 10-year plan was $84,189,000.

Following construction of the North Ocean Boulevard Seawall Replacement and the Mid-Town
Beach Renourishment Project, as well as the bids received for the Phipps Ocean Park Beach
Nourishment Project and the Reach 8 Dune Restoration Project, staff increased applicable line
items in the adopted 10-year plan to reflect the actual costs. Prior to the approval of the FY 2016
budget, the cost of the 10-year plan was increased to $92,457,606.

During FY 2016 budget preparations, Town staff introduced required modifications to the 10-year
plan. Specific to FY 2016, these modifications included:

e Increased funds for BMA required items.
e Annual debt service payment (approximately $730,000/year) for the bond issue.



e Required Mid-Town Mitigation costs.

Also during the FY 2016 budget preparations, the Shore Protection Board recommended the
following additional modifications to the 10-year plan:

e Sand Forepassing.
e Permitting costs for a Reach 8 project.

The above modifications increased the anticipated FY 2016 budget by $5,717,163. With the
modified FY 2016 budget approved by Town Council, the 10-year plan increased from $92,457,606
to $98,174,769.

Is this year’s budget consistent with that 2013 adopted program? No, because modifications were added into
the 10-year plan in 2015.

If not, what’s different? The 10-year plan, adopted in 2013, called for $2.6 million to be appropriated for FY
2017. The proposed budget is $8,336,715 for FY 2017. The primary difference is $5,780,000 estimated for a
Reach 8 Beach Nourishment project. The estimation was added to the 10-year plan in 2015 and is currently
included in the proposed FY 2017 budget, both of which were recommended by the Shore Protection Board. The
2013 adopted plan did not include a Reach 8 Beach Nourishment Project and called for repetitive dunes to be
constructed in Reach 8 concurrently with Mid-Town and Phipps beach projects.

The FY 2017 proposed budget spreadsheet also includes out-years listed out to FY 2026. The adopted plan started
with FY 2014 and ended with FY 2023. Planning for the coastal program in 10-year increments has been
generally performed since the first Comprehensive Coastal Management Plan (CCMP, 1986) recommended that
the Town plan with a 10-year forecast of expenditures. Completion of the CCMP Update in 1999 continued the
10-year planning cycle. Nearly ten years later in 2008, the Shore Protection Board was re-instituted to develop a
new long term plan. The Board has continued the 10-year forecasting principle. Planning out to ten years not
only provides financial planning, but is a requirement when submitting local government funding requests to the
state. Due to the identification of sand needs, the U.S. Army Corps of Engineers and other agencies plan coastal
projects beyond ten year windows.

The main differences between FY 2017 and FY 2023 from the 10-year plan (in 2013) and the 2015 updates
(during development of the FY 2016 budget), also include:

e Regulatory/BMA required modifications in the amount of $1,277,000.

e Sand Search in the two-year total amount of $1,450,000 in FY 2022 and 2023.

e Annual debt service payment which will total $5,869,679 between FY 2016 and FY 2023. This annual
debt service will continue well beyond the adopted 10-year plan.

e An EIS for Reach 2 in the amount of $1,000,000 for FY 2018.

e Sand Forepassing (four biennial events) in the total amount of $2,580,000.

e Added $3,350,000 for mobilization costs with Mid-Town FY 2021 project.

e  Obtain Federal cost share for Mid-Town (annually including $500,000 in FY 2017, FY 2018, and FY
2019). The three-year effort has a cost of no more than $3,000,000 that would need to be funded 50:50
between the USACE and the Town.

e The above out-year efforts result with an approximate increase of $21,508,016 over a seven (7) year
period.
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TOWN OF PALM BEACH

Information for Special Town Council Meeting on: September 12, 2016

To:  Mayor and Town Council

Via: Thomas G. Bradford, Town Manager
From: Jane Struder, Director of Finance

Re:  Proposed Fiscal Year 2017 Budget

Date: September 8, 2016

STAFF RECOMMENDATION

Staff is requesting guidance from the Town Council relative to the FY17 proposed budget.

GENERAL INFORMATION

At the August 18, 2016, Town Council Meeting, the Mayor requested answers to questions
she posed regarding the FY17 budget. Staff prepared a memorandum and attachments
including the 10 year Coastal Management Program and an updated Capital Improvement
Program 5 year plan with the information she requested. A copy is attached.

Staff has also prepared the attached five slides regarding the financing of the coastal
protection program. The five slides are described below:

1. The current proposed FY17 coastal 10 year plan includes projected County, State and
Federal Funding. State and Federal Funding is not guaranteed at this time. The
Town is required to go through a lengthy feasibility study with the U.S. Army Corps
of Engineers in order to be considered for Federal funds. The State will rank the
Town's projects higher if we receive Federal funding. Recent attempts to obtain State
funding for both Mid-Town and Phipps have not been favorable as these two Town
projects have been ranked lower than the federally funded projects.

2. The second slide shows the current proposed FY 17 coastal 10 year plan without State
and Federal Funds. Only Palm Beach County funding is shown in year 2024. This
plan shows a deficit of $4,571,535 in fiscal year FY24.

3. The third slide shows the effect of lowering the proposed FY17 coastal funding back
to the FY 16 level, a difference of $240,457. This slide includes all County, State and
Federal Funding in the forecast.

4. The fourth slide also shows the effect of lowering the FY17 funding back to FY16
levels, and in addition, the State and Federal Funds are eliminated from the forecast.
This scenario shows deficits in FY21, FY24 and FY25.



5. The fifth slide shows the effect of removing the South end restoration and mitigation
project costs ($5,780,000) in FY17 and replacing it with a Reach 8 repetitive dune
restoration project at a cost of $1,300,000 in FY17. In FY21 and FY24 the costs of a
repetitive dune project would lower the amount budgeted for Reach 8 to $1,370,000
in FY21 and $1,500,000 in FY24. This plan would allow the Town to reduce FY17
funding for coastal protection by $830,677 and would reduce the FY18-FY26
forecasted funding since the financial plan assumes a 3% increase on the base
amount, and a reduction in the base will allow each year thereafter to be reduced.
The funding goal was to try to keep future deficits to a minimum and this plan shows
a similar deficit as the current FY17 proposed budget in FY24.

Staff will be prepared to answer questions regarding the FY17 proposed budget and millage
rate at the Special Town Council meeting.

ATTACHMENTS

e Memorandum Dated August 30, 2016, from Thomas G. Bradford, Town Manager
e Slides1-5

cc:  Jay Boodheshwar, Deputy Town Manager
Department Directors
Rob Weber, Coastal Program Manager
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