MONTHLY FINANCIAL REPORT
MAY - FY2017




To: Mayor and Town Council

Via: Thomas G. Bradford, Town Manager

From: Jane Struder, Finance Director

Date: June 20, 2017

Subject: Monthly Financial Report - Results Through May 31, 2017

This Monthly Financial Report provides an overview of the Town of Palm Beach’s financial
activities for the period ending May 31, 2017, eight months of activity representing 66.7%
of the fiscal year.

Highlights include:

v' Total General Fund Revenues to date are 83.5% of budget compared to 84.2% at the
same time last year.

v" Total General Fund Expenditures to date are 65.0% of the budget compared to
60.8% at the same time last year.

v" Recreation Enterprise Fund Revenues to date are 93.2% of budget compared to
96.5% at the same time last year.

v" Recreation Enterprise Fund Expenditures to date are 51.2% of budget compared to
59.8% at the same time last year.

The report includes an analysis of the General Fund major revenue sources and a General
Fund expenditure analysis by Department and by type. In addition, the Recreation
Enterprise Fund revenue and expenditure summary is included, as well as revenue and
expenditure summary information for other selected funds.




General Fund Revenues

General Fund Revenues
For the Period Ended May 31, 2017

(67% of FY2017)
% %
Budget Budget
FY2017 FY2017 |% Budget| FY2016 FY2016 vs. FY2016 Vs,
Budget | YTD Actual |vs. Actual| Budget | YTDActual | Actual Actual Actual
Ad Valorem Taxes 49,494,500 | 49,176,275 99.4%| 47,131,000 | 46,689,377 99.1%| 47,890,700| 101.6%
Sales, Use and Fuel Taxes 333,000 205,533 61.7% 325,000 192,890 59.4% 338,120 | 104.0%
Utility Service Taxes 5,570,000 3,488,769 62.6%| 5,520,000| 3,391,177 61.4%| 5,591,219| 101.3%
Business Tax Receipts 697,000 688,913 98.8% 696,820 659,620 | 94.7% 723,649 | 103.9%
Building Permits 6,156,000 | 4,102,567 66.6%| 6,018,500 5,651,620 93.9%| B,791,345| 146.1%
Franchise Fees 2,200,000 1,123,113 51.1%| 2,160,000 944,338 | 43.7%| 2,132,018| S8.7%
Cther Licenses, Fees and Permits 507,500 344,962 68.0% 445,000 416,933 | 93.7% 631,514 | 141.9%
Federal and Local Grants 57,500 0 0.0% 17,437 2,566 14.7% 15,698 90.0%
State Shared Revenues 1,101,000 615,333 55.9%| 1,098,000 613,097 55.8%| 1,082,569| 98.6%
Shared Revenues from Other Local Units 20,000 4,671 23.4% 20,000 10,867 | 54.3% 24,199| 121.0%
Public Safety Fees 1,443,300 994,730 68.9%| 1,547,500| 1,118,335 72.3%| 1,837,296| 118.7%
Physical Environment Fees 1,310,000| 1,169,619 89.3%| 1,285,B88| 1,077,583 83.8%| 1,170,988 91.1%
Transportation Fees 1,025,500 717,678 70.0% 997,000 763,880 76.6%| 1,077,732| 108.1%
Other Charges for Services 37,750 26,921 71.3% 37,000 26,399 71.3% 37,228| 100.6%
Judgments and Fines 1,070,000 439,073 41.0%| 1,074,000 829,769 77.3% 825,384 76.9%
Violations of Local Ordinances 185,000 32,100 17.4% 210,000 122,880 58.5% 190,705| 90.8%
Interest and Other Earnings 704,339 244,036 34.6% 700,000 281,335§ 40.2% 490,102 | 70.0%
Rents and Royalities 36,000 17,472 48.5% 35,000 3,079 B.8% 37,919 108.3%
Disposition of Fixed Assets 0 0 0.0% 0 0| 100.0% 0| 100.0%
Miscellaneous Revenues 252,758 322,740 127.7% 231,600 236,605 | 102.2% 245,143 | 105.8%
Interfund Transfers 4,651,230 456,664 9.8%| 5,913,715 523,336 8.8% 785,000 13.3%
Total Revenues 76,852,377 | 64,171,170 83.5%| 75,463,460 | 63,555,686 84.2%| 73,918,526| 98.0%
Monthly Total Revenue Comparison
35,000,000
FY2017 FY2016 |Difference (Y17 WFY16
October 2,010,137 1,965,050 45,087 30,000,000
MNovember 11,372,765 | 10,340,080 1,032,685 25,000,000
December 32,410,786 | 28,654,606 3,756,180
January 2,900,533 6,222,333 | (3,321,800) 20,000,000
February 4,097,092 4,660,907 (563,815) 15,000,000
March 3,308,098 3,577,767 (269,669)
Apnl 4,782,571 4,799,680 (17,108) 10,000,000
May 3,289,187 | 3,335,264 46.076)| | & s00.000
e 2508505 L T TR
August 2,628,573 e S N B S T A S &
September 2,162,715 & cfoqe&‘“ F&e v Ut e
Total 64,171,170 | 73,918,526 615,484 N i




Major Revenue Analysis

Property Tax
FY2017 FY2016 | Difference P —
October 0 0
November | 9,815,826 | 8,439,915 1,375,910 35,000,000
December |30,372,791 | 26,119,100 4,253,692 30,000,000
January 1,233,281 4,446,432 {3,213,151) 25,000,000
February 2,697,784 | 2,640,058 57,725 20,000,000
March 1,441,527 | 1,709,815 (268,288)
15,000,000
April 2,568,117 | 2,630,609 (62,492)
May 1,046,950 703,447 343,503 | | 10.000.000
June 353,215 5,000,000 H
July 735,645 0 - x| I-._.n e B
gugus: 112,463 ] & ~*z,°f: Q\}éﬁvj& & ?Q& & ‘;ﬂ?e. c’k’\, &
eptember o & o€ R il
¥ d :
Total 49,176,275 | 47,890,700 2,486,898 &
Utility Services Tax
FY2017 FY2016 Difference 900,000 FY17 IFY16
October 176,969 148,961 28,008 G000
November 500,732 435,660 65,072 '
700,000
December 441,611 476,786 (35,175)
January 472,837 478,892 (6,054)| | 600,000
February 509,736 505,816 3,920 300,000 o §
March 467,052 441,139 25,913 400,000 !
April 165,673 429,467 36,205 300,000 i |
May 481,469 474,456 7,012 200,000 i1 1]} 1
June 458,783 100,000 I \ ] E |
July 457,129 il .
August 461,111 cf’t'\ 0,,\ o’} o‘C\ &’d é@ & ‘1\’5\ \ooe. \§\ %)L:- -c""
September 823,018 o~ 0..\6@ & S & =+ © g
Total 3,516,078 | 5,591,219 124,901 o R F




Business Tax Receipts

FY2017 FY2016 | Difference 700,000 Y17 4FY16
October 570,274 566,010 2,264
November 34,307 12,453 21,854 600,000
December 15,131 13,496 1,635 500,000
January 10,223 6,929 3,294 400,000
February 20,318 5,008 15,310 100,000
March 9,967 16,176 (6,209)
April 17,323 3,988 13,335 200,000
May 11,370 35,521 (24,151) 100,000
June 21,314 = S [
July 9,198 & & A & &N & S
- 236526 (mo,ooo&& g ds&,, &i’b‘yé&p PRI \ov"i&éo
September (209,775) (200000) + © £ -
Total 688,913 718,845 29,332 {300,000)
Building Permits

FY2017 FY2016 Difference
October 746,613 844,865 (98,252) FY17 4FY1E
November 403,434 557,423 (153,990)] |1.400,000
December 296,878 648,067 (351,189)| |1.200,000
January 262,130 472,002 (209,871 |, 090,000
February 327,632 535,677 (208,045) [ o0 s
March 458,887 489,711 (30,825)
April 720,805 820,644 (99,840)| | 500%° !
May 838,522 1,282,929 (444,408)| | 200.000 i
June 1,118,347 200,000 t { l [
July 668,059 SRR I A S
August 861,718 c~°°¢ é“é @oé Qo’d (&6‘94, 790\ \b" & S y e«.‘ ésd-
September 491,601 o & 0,55' v & V*Qx"
[Totai 4,054,901 | 8,791,045 | (1,596,419)




Permit Trends

Building permit revenue includes revenue from all permit types. Total permit application
trends by month are shown below for FY13 through year-to-date FY17.

Total Permit Applications
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The total construction valuation trend by month is shown in the chart below for FY13
through year-to-date FY17.
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Franchise Fees

FY2017 FY2016 Difference 600,000
October : IFY17 4FY16
November 27,309 . 27,309 | |300.000
December 144,356 163,288 (18,931) | 400,000
January 217,105 167,495 49,610
February 149,922 175,707 (25,78s)| |300,000
March 157,974 148,294 9,680
April 272,784 136,259 136,525 200,000
May 153,663 153,296 367 | 100,000
June 326,388
July 152,184
August 164,645
September 544,464 06
Total 1,123,113 2,132,020 178,775 A
Local Option Gas Taxes
FY2017 | Fv2016 |Difference | [¢o.000 [P
October . 0
November 26,237 26,594 (356) 50,000
December 29,344 27,590 1,755
January 27,549 27,089 460 | | 40.000 _
February 29,714 26,943 2770 | 35,000 :
March 29,970 25,863 4,107 ; :
April 28,451 27,517 935| | 20,000 i o
May 34,268 31,294 2,974 il
June 29,342 10,000 S I
July 34,209 1 | | SR
August 27,213 (Y < < Y o A @ A O
September B 54,466 & :,é‘p Q&‘“ z\.,e"iéo@?' \t"’& WY >°{\e>&° g
Total 205,533 338,120 12,643 & F
State Shared Revenue
FY2017 FY2016 Difference 250,000
October 23,043 26,467 (3,425) FY17 aFY16
November 73,090 71,771 1,319 200,000
December 71,680 78,851 (7.172)
January 75,644 75,972 (327) 150,000
February 95,297 95,957 (660)
March 76,223 79,090 (2,867) 100,000
April 100,171 100,299 (128)
May 98,292 84,531 13,761 50,000 - [
June 82,982 )
July 91,207 0 - ',l % B, -
August 84,938 f@@ @.oé o"é* @,bc\ &
September 210,345 F TS
[Total 613,340 1,082,411 501 0




Public Safety Revenue

FY2017 FY2016 | Difference
October 166,947 180,064 (13,117)
November 76,772 84,707 (7,935)| | 300,000
December 96,189 254,134 (157,945) 250,000
January 144,459 102,242 42,217 |
February 106,310 101,012 5,298 200,000 ;
March 149,448 143,884 5,564 150,000
April 140,315 145,284 (4,968) i

100,000 - |

May 115,526 107,009 8,517 ; ‘
June 110,040 50,000 ! !
July 171,650 | i
August 280,658 & A
September 156,612 0¢° & oy
Total 995,967 1,837,296 (122,368)
Physical Environment

FY2017 FY2016 | Difference 700,000
October 81,191 77,297 3,894 (FY16
November 99,976 90,335 9,641 600,000
December 512,844 510,187 102,658 500,000 \
January 123,203 186,667 (63,464) |
February 30,228 27,729 2,499 400,000 ,
March 4,595 43,123 (38,529) 300,000 I
April 136,874 129,059 7,815 |
May 83,144 13,186 snsg| | :
June 2,414 100,000 [ | |
July 86,322 bt Ll
August 2,011 & S
September 2,658 o~ ‘)\e ¥
Total 1,172,056 1,170,988 94,473
Fine Revenue

FY2017 FY2016 | Difference 160,000 (FY16
October 40,324 75,055 (34,731) 140,000
November 60,701 90,771 (30,070) —
December 62,596 91,888 (29,292)
January 52,438 109,037 (56,600) 10000
February 32,273 110,155 (77,883) 80,000
March 70,342 148,392 (78,050) 60,000
April 63,081 109,047 (45,966) o
May 76,591 95,424 (18,833)
June 74,675 a0
July 74,030
August 57,571 o & & \15\ «
September 45,747 Q
Total 458,346 1,081,792 (371,423)




Parking Meter Revenue

FY2017 FY2016 Difference 140,000 W eevie
October 55,548 67,287 (11,739) ;
November 81,476 77,824 3,652 120,000 ’
December 84,924 73,279 11,645 100,000
January 106,824 85,359 21,465 :
80,000 )
February 97,302 86,932 10,370
March 89,296 130,656 (41,360) 60,000 ] i
April 85,459 117,978 (32,519) by |
40,000 ] .
May 117,850 124,567 (6,717) i1y :
June 85,748 20,000 l ;
July 96,725 AEREE RN ALl A0
August 66,351 PO S S & X A e N & &
R~ I D S S L MR R
September 65,027 R o v.o*q@
[Fotal 718,677 | 1,077,732 (45,203) ¥ 9 oF
Code Enforcement Fine Revenue
FY2017 FY2016 Difference 70,000 1
October 1,450 4,250 (2,800) ’
November 5,338 59,650 (53,313) 60,000 A (FY17 4FY16
December 1,913 5,975 (4,063)
50,000 4
January 6,675 14,700 (8,025)
February 6,050 15,425 (8.375) 30000 |
March 3,900 13,530 {9,630)
April 3,050 8,500 (5,450) 30,000
May 850 20,000 -
June 61,175 ’
July 1,000 10,000 4
August 4,625 e L [ ._J [
September 1,025 L o e S @ « o ‘_;‘
<
Tomal 39,375 150,705 (92,655) o e FFSE S
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Interest and Investment Income

FY2017 FY2016 | Difference
October 4,234 11,207 (6,973)
November (97,651) 2,913 (100,564)
December 30,426 4,890 25,535
January 60,123 89,416 (29,293)
February 59,517 48,879 10,638
March 40,488 70,993 (30,506)
April 76,994 31,074 45,920
May 21,963
June 139,110
July 45,163
August (5,577)
September 27,496
Total 174,130 487,528 (85,242)
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Investment Report Highlights through April 2017:

> Total Investments (Surplus Funds and Bond Proceeds): $124,033,515
> Total Fiscal Year-to-Date Investment Income (All Funds): 256,215
> Long Term Core Investment Total Fiscal YTD Return: 0.83%

Benchmark 0.76%
» Bond Proceeds Investment Total Fiscal YTD Return: 0.64% Benchmark
0.14%
Core Investments 1 Year Return | 3 Year Return
PFM Fixed Income 1-5 Year Actively Management Portfolio 0.54% 1.3%
FMIVT 1 - 3 Year Bond Fund 0.72% 0.78%
FMIVT 3 - 5 Year Bond Fund 0.67% 2.06%
PFM Money Market Fund 0.76% N/A
Certificates of Deposit 1.32% N/A
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General Fund Expenditures

General Fund Comparison of Expenditures

Expenditures by Department
For the Period Ended May 31, 2017
(67% of FY2017)
FY2017 FY2017 |% Budget| FY2016 FY2016 % Budget | FY2016 % Budget
Budget YTD Actual [vs. Actual | Budget YTD Actual | vs. Actual Actual vs. Actual
Legislative 155,500 100,390 64.4% 95,600 94,218 98.6% 161,890 169.3%
General Government 698,017 567,580 81.3% 807,300 922,770 114.3%| 1,184,321 146.7%
Town Manager 781,929 523,995 67.0% 769,306 497,380 64.7% 759,769 98.8%
Advice and Litigation 561,000 453,457 80.8% 550,000 291,670 53.0% 665,674 121.0%
Information Systems 2,460,413 1,687,104 68.6% 2,320,819 | 1,475,045 63.6%| 2,256,530 97.2%
Human Resources 888,575 462,381 52.0% 851,243 463,395 54.4% 740,362 87.0%
Finance 2,109,302 1,363,602 64.6% 2,028,839 1,271,490 62.7%| 1,899,063 93.6%
Planning, Zoning & Building 4,316,599 2,613,896 60.6% 4,050,642 | 2,505,736 61.9%| 3,925,688 96.9%
Library 350,250 187,625 53.6% 315,777 157,889 50.0% 315,777 100.0%
Fire-Rescue 12,333,767 7,735,351 62.7%| 11,743,196| 7,288,744 62.1%| 11,237,196 95.7%
Police 14,742,293 9,733,724 66.0%| 14,198,001| 9,008,185 63.4%| 13,981,742 98.5%
Public Works 15,323,669 9,488,025 61.9%| 14,767,345| 8,980,717 60.8%| 13,871,830 93.9%
Emergency Management 46,300 21,637 46.7% 46,300 1-,922 4.2% 11,823 25.5%
Transfers:
Capital Improvement Fund 2,290,200 1,526,800 66.7% 1,030,000 686,664 66.7%| 1,030,000 100.0%
Coastal Protection Fund 7,265,000 4,843,336 66.7% 8,015,220 | 5,343,480 66.7%| 8,015,220 100.0%
Transfer to Retirement Fund 2,500,000 2,500,000 100.0% - - 0.0% - 0.0%
Transfer to Underground Utilit - - 0.8 2,530,250 - 0.0%| 2,530,250 0.0%
Debt Service Fund 6,088,728 4,059,152 66.7% 6,265,462 | 4,176,976 66.7%| 6,265,462 100.0%
OPEB Trust Fund 1,339,000 892,664 66.7% 1,180,000 786,664 66.7%| 1,180,000 100.0%
Risk Insurance Fund 1,838,037 1,225,488 66.7% 1,934,595| 1,291,400 66.8%| 1,967,485 101.7%
Contingency 763,398 0 0.0% 944,686 0 0.0% 0 0.0%
Total 76,852,377 | 49,986,217 65.0%| 74,444,581 | 45,244,344 60.8%| 72,000,081 96.7%
General Fund Comparison of Expenditures
Expenditures by Type
FY2017 FY2017 |% Budget| FY2016 FY2016 % Budget | FY2016 % Budget
Budget YTD Actual |vs. Actual | Budget | YTD Actual | vs. Actual | Actual | vs. Actual
Salaries and Wages 24,737,579 | 15,110,727 61.1%| 24,950,913 | 15,046,296 60.3%| 23,581,853 94.5%
Pension Benefits 8,762,389 5,841,593 66.7% 7,483,056 | 4,988,704 66.7%| 7,483,056 100.0%
Other Employee Benefits 8,147,159 5,511,603 67.7% 7,924,669 5,308,075 67.0%| 7,637,774 96.4%
Contractual 9,432,209 7,670,661 81.3% 9,509,390 71,271,739 76.5%| 10,810,902 113.7%
Commodities 1,810,844 946,988 52.3% 1,774,239 775,849 43.7%| 1,471,112 82.9%
Capital Outlay 2,694,682 1,787,733 66.3% 2,515,469 1,482,672 58.9%| 2,858,675 113.6%
Contingency 960,300 0 0.0% 195,541 0 0.0% 0 0.0%
Other 20,307,215| 13,116,913 64.6%| 20,091,304| 10,365,009 51.6%| 18,156,709 90.4%
Total 76,852,377 | 49,986,217 65.0%| 74,444,581 | 45,244,344 60.8%| 72,000,081 96.7%
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Monthly Total Expenditure Comparison

FY2017 FY2016 |Difference 12,000,000 TFVLT Vi
October 8,271,363 | 5,849,216 | 2,422,147
November 5,822,478 | 5,604,801 217,677 10,000,000
December 6,607,589 | 6,144,267 463,322

8,000,000

January 5,800,515 | 5,327,983 472,532
February 5,632,581 | 5,468,384 164,197 5,000,000 ,
March 6,592,083 | 5,236,616 | 1,355,467 | f i ! |
April 5,701,762 | 6,138,416 | (436,653) 4,000,000 . ‘
May 5,557,845 | 5,474,662 83,183 S {1 | ‘,
June 5,596,764 i} il
July 5,546,267 R B = B
August 5,187,632 D R S I S S
September 10,425,075 & oﬂa“p &a""*’é\f" @f"’ & BT R
Total 49,086,217 | 72,000,081 | 4,741,873 W

General Fund YTD Expenditure Comparison

YTD Expenditurg%:mggﬁrison by Department
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Recreation Enterprise Fund

Town of Palm Beach, Florida
Recreation Enterprise Fund Revenue and Expenditure Report
May 31, 2017
Budget | YTD Actual | %Budget | Budget | YTD Actual |%Budget] Actual %
FY2017 2017 vs Actual | FY2018 2016 vs Actual | 2016 Budget

Revenues

Town Dock Revenue 3,653,500 3,553,946 97.28%| 3,415,900( 3,502,806| 102.54%] 3,578,728 | 104.77%

Recreation Center Rewenue 322,500 201,273 62.41% 361,700 197,311| 54.55%| 336,014 92.90%

Tennis Revenues 230,200 199,063 86.47% 211,000 174,844 | B2.86%| 202,996| 96.21%

Par 3 Golf Revenue 1,929,300 1,720,009 89.15%| 1,684,400( 1,600,641| 95.03%] 1,977,534 | 117.40%

Investment Earnings 13,700 12,533 91.48% 13,900 11,868| 85.38% 65,492 | 471.16%

Donations - 96,142 100.00% - 0 0.00% 0| 0.00%

Miscellaneous Revenue 58,700 4,909 8.36% 12,500 10,202 81.61%| 14,917 | 119.34%
Total Revenues 6,207,900 5,787,876 93.23%| 5,699,400| 5,497,672| 96.46%] 6,175,680 | 108.36%
Expenditures

Administration 453,723 290,287 63.98%| 423,617 270,578| 63.87%| 420,943 99.37%

Tennis 360,160 222,969 61.91%| 341,863 205,937 | 60.24%| 321,458| 94.03%

Recreation Center 651,905 362,866 55.66%| 673,312 346,457 | 5146%| 593,626| B3.17%

Town Docks 1,031,397 669,368 64.90% 959,179 694,659 | 72.42%| 911,734| 95.05%

Par3 1,551,047 973,480 62.76%| 1,287,184 874,080 67.91%| 1,323,771 | 102.84%

Equipment Replacement 66,300 47,914 72.27% 178,760 132,150 73.93% 6,370 3.56%

Debt Service - Par 3 185,967 123,976 66.67% 204,100 136,064| 66.673%| 204,100 | 100.00%

Depreciation 955,329 0 0.0086 834,000 271,672 | 32.57%| 721,844| 86.55%
Total Expenditures 5,255,828 2,690,859 51.20%| 4,902,015| 2,931,596| 59.80%| 4,503,845| 9188%
Operating Revenue overi{under) Expenditures 952,072 3,097,016 797,385 2,566,076 1,671,835
Transfers and Contingency (1,006,200) (456,664) (1,070,300)|  (523,336) (785,000)
Total Revenues overl/{under) Expenditures (54,128) 2,640,352 (272,915)] 2,042,740 886,835

% of Fiscal Year Completed: 67%
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Recreation Enterprise Fund
Monthly Total Revenue Comparison

FY2017 | FY2016 | Difference 3,500,000 — —
October 3,148,320 | 3,068,120 80,200 P —
November 282,357 291,381 (9,025)| | 3.000,000
December 289,699 347,131 (57,432) 2,500,000
January 470,877 | 370,386 100,491
February 422,784 | 279,167 143,617 | | 2:000.000
March 485,006 | 479,012 6,084 1,500,000
April 317,604 | 385,830 (68.226)| | 4 900,000
May 371,138 | 276,644 94,494
June 285,343 500,000 , .
JU'Y 159'544 l | ; l [ [ Ii | 1 l : ] II _I el -}
August 140,502 aoe} & 6&@5 \).bk"\ @'ad @@'\‘ ?Q& @;S‘ \‘)ow‘ \\}"\ oq\’;}' &
September 92,519 & o“ée & &° & W+ ¥
Total 5,787,876 | 6,175,680 290,203 = &
Monthly Total Expenditure Comparison
FY2017 | FY2016 |Difference | [ 50000
October 224,031 289,699 (65,668) (P17 Y15
November 392,800 | 427,509 | (34,800) 700000
December 512,605 644,492 | (131,888) 600,000
January 464,681 442,400 22,281 500,000
February 339,034 | 393,401 (54,367) 400,000
March 481,620 | 417,510 64,110 - l
April 374,531 455,113 (80,581) !
May 358,221 384,718 (26,496) 200,000 !
June 390,897 100,000 |
July 531,377 - ’ - —
August 375,545 o O S S S, R S S S5
September 700,894 Oo"oa dﬁ e@o & ng“" TR T g“s&
Total 3,147,523 | 5,453,645 | (307,400) &9 F
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Other Funds

Revenue and Expenditure comparisons for select funds are presented in the chart below.

Revenue and Expenditure Comparison of Select Funds

Revenues

Expenditures Net
Select Funds Budget YTD Actual |% of Budget Budget YTD Actual | % of Budget | YTD Actual
2010A Debt Service 7,116,932 4,743,952 66.7% 7,116,932 4,134,525 58.1% 609,427
20108 Debt Service 728,113 740,945 101.8% 728,113 490,101 67.3% 250,845
Self Insurance - Risk 5,412,643 1,422,215 26.3% 5,412,643 1,637,339 30.3% (215,124)
Self Insurance - Health 5,343,551 3,258,488 61.0% 5,343,551 | 2,347,273 43.9% 911,215
Equipment Replacement 4,140,219 1,575,037 38.0% 4,140,219 1,100,416 26.6% 474,621
Total 22,741,458 | 11,740,637 51.6% 22,741,458 | 9,709,654 42.7%| 2,030,983
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=, TOWN OF PALM BEACH

Office of the Town Manager

MEMORANDUM

To:  Finance and Taxation Committee Members
From: Thomas G. Bradford, Town Manager
Subject: Zero Line-ltiem Budgeting

Date: June 22,2017

There is no one budgeting methodology that is perfect and covers every conceivable budget
analysis and preparation need. However. Zero Line-Item Budgeting (Z1.1B) is a particularly good
tool for smaller cities. The lollowing narrative attempts to help explain ZLIB and why town staft
uses this process.

This method of budgeting does not start with last vear’s budget. Rather. departments are given a
blank budget request form for cach line item. instead of last year’s budget or actual expenditures
as the starting point — hence. the label of zero-base is applied. Deparuments then rebuild their
budgets from the ground up. justitving each line item. Where possible. departments are asked to
provide the drivers of cost. To illustrate. for its equipment line item. the police department might
describe the precise amounts it will need to spend on portable radio replacement parts. flashlight
parts. digital voice recorders. polygraphs. and Taser cartridges. including explanation of the need
to make cach of these expenditures. In some instances. the explanation is in narrative form, but in
others, there is more quantitative justification. For instance, the submittal could describe the cost
per Taser cartridge and how many they need to purchase since it is assumed all understand the
need for Tasers in today's law enforcement environment. However. not providing sufficient detail
tor an expenditure can be an invitation for increased scrutiny of the request.

Department requests and justifications are sent to the Finance Department and Town Manager's
Oftice (Administration) who review them in a series of meetings with statf’ using the
justifications. rather than what was spent last year. as the point of comparison. The budget
program requests are often accompanied by a program description to gauge purpose and intended
output for the program. The Administration considers the requests. further discusses them with
departments as necessary. and then develops a final recommended budget.
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1 prefer ZLIB because of the following:

Changes the discussion about costs. Managers become motre cost conscious and there are more
in-depth discussions between town administration and departments about how money is spent.
Further. budget discussions focus on more than just incremental changes in spending — the entire
budget is looked at with a new perspective. For example. take the Parks program. If done
properly this process can enable a site-by-site analysis of services at a given park, rather than a
traditional program-wide view (meaning the expense of all parks lumped together) of major
objects of expenditure (¢.g., personnel. supplies, ctc.)

Helpful for reallocating funding within a department. ZLIB has the ability to identify better
uses of available resources within a department’s budget. For example. a department might come
to realize that the money being spent on uniforms might be better used elsewhere.

There can be efficiency gains. The increased scrutiny applied to inputs can lead to cfficiency
gains. For instance, this process can help identify when resources are being duplicated between
departments as in parking enforcement officers, code entorcement officers and right-of-way
inspectors. Could these personnel be crossed trained and all do the same work? In ZLIB the
identification of efficiency gains is a by-product of the increased scrutiny on inputs.

Managers are engaged. Upper and mid-level managers have a prominent role in building the
detailed budget requests and. therefore. gain familiarity with the assumptions behind the budget.
As a result. these managers should better understand the financial implications of the resource-
use decisions they make during the budget year. Managers should also gain a new appreciation of
how costs are accounted for. For instance. the Public Works Department program managers may
come to appreciate the importance of how much it costs to service different locations in Palm
Beach.

Becomes the basis for more centralized control. ZLIB enables the administration to learn a lot
about the inputs that underlie a department’s budget through the process. This knowledge can be
used to create better budget-to-actual variance analysis and control in order to better understand
if the department will remain within budget over the course of the fiscal vear.

ZLIB is more suited to smaller governments. It is more practical for the administration to
digest detailed linc-item information for the entire organization when the organization is of more
limited size like Palm Beach. but the amount of data can be overwhelming.

ZLIB addresses service levels. ZLIB is focused on inputs. In a smaller organization outputs. or
lack thereol. are much more obvious than in larger organizations. The detailed discussion of
inputs does help make it clearer that cutbacks will have service implications, compared to using
more general. across-the-board cuts. Also. including a narrative of department services and
program descriptions along with the budget submission helps put the budget requests into
context.
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It has been many vears since the Town Council has received the level of detail that will be
provided to vou this year. This is not necessarily the best way for policy makers to approach
budgeting. but we are doing it this way this year to be transparent about how we put the annual
budget together for the sake of the public and provide more backup to you about the numbers
being contemplated. If you find it to be overwhelming, you do not have to review all of it. Just
focus on the letter of transmittal and/or executive summary if that is all that you wish to focus on.
You will be provided the documents at the earliest possible time prior to the budget meeting to
allow you to go as decp into it as you may wish before the budget meeting. Each department will
present their budget in a truncated manner to save time and then you can ask questions about any
aspect of the budget for that department. At some point. perhaps at the beginning. [ will give you
an overview of the big picture of where we stand so that you will have that context as you
proceed with the budget review.

[f you have any questions about this narrative or the budget process. please let me know.
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