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Preface

It is important for the reader to understand how this Long Range Financial Projection (“LRFP”’) was prepared and how the Fiscal
Advisory Board (“FAB”) that prepared it expects it will be useful to the members of Council, City Staff and the citizens of Maitland.

Primary Purpose of the LRFP

In discussions with the Mayor and certain Council members about the reason for a LRFP, it was expressed that there appeared to be
demographic and development trends in place and project opportunities on the horizon that required a process for considering the
long-range financial impacts of these trends and the possible long-range financial impacts of major matters expected to come forward
for consideration. The annual City budget and Capital Improvements Program (“CIP”) process doesn't appear to fully meet the need to
consider the impacts of strategic matters the Council may face from time to time.

Subsequently the FAB discussed what use might be made of such a projection and how it might best be used to advantage by the
persons elected and hired to guide the City and by the citizens in assessing their “investment of life” in our City. Ultimately, the FAB
concluded that the primary purpose of the LRFP was:

To assist the Council in assessing the financial capacity of the City so that future commitments made by the City
with material incremental financial impacts could be better made balancing the short-term need or desire with
the long-term fiscal viability.

In short, it has to do with being a resource allocation tool for use in the discussion and decision-making processes of our City.
It is worth noting that we have chosen to call this a “Projection” and not a “Plan.” In our opinion a Plan has been subjected to the

rigors of the resource allocation decision-making process. That is an output of the political and management process of City
government, not the input this LRFP is meant to be.
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Definition of “Long Range”

One of the earliest and primary matters that the FAB discussed was what period constituted “Long Range” for purposes of this work.
The period chosen by the FAB was ten years, which seemed reasonable given these facts:
e The City budget is prepared with a projection two years beyond the budgeted year.
e The City CIP is prepared with a five-year time horizon due to the lead times involved with planning, implementing and
operating certain capital assets and facilities.
e Most corporate and some governmental long-range financial plans extend to approximately ten years, reflecting the fact that
major resource commitments made currently have significant effects that far out.

Scope and Necessary Restrictions Thereof

The FAB is a volunteer Board that regularly meets only once per month in the evening for a period of usually no more than three
hours. During the course of this project, the FAB devoted part or all of 18 meetings to the LRFP — in short, probably no more than 50
hours of education, deliberation and review. As a result of this limited scope, the FAB relies heavily on the City financial staff for
assistance in work output. On this project, particularly, the staff was key in preparing the requested sensitivities of various financial
inputs in differing scenarios. The City financial staff is already “fully booked” with regular financial management duties and any work
they do for the FAB is generally over and above their normal workload. As a result of the Board’s and staff resource constraints, the
FAB did not have the ability to consider a large range of options and scenarios. Therefore, a reader of this LRFP should understand
certain scope limitations adopted by the FAB:

e First, we did not attempt to identify, quantify or assess wholly new sources of potential revenues or expenditures in the City’s
future. Examples are the prospective Community Redevelopment Authority (“CRA”) and electric utility franchise matters. We
also assumed that no existing material sources of revenues or expenditures were likely to be removed by choice or operation of
law. For additional CRA comments, see pages 9 and 30; for electric utility comments, see page 31.

e Second, we did not attempt to study or predict how the City’s rates or fees as currently constituted or as may be set in the
future would affect “demand.” In other words we did not attempt to address the competitiveness of our rates or the
comparability of our expenditures with other Cities in the greater Orlando metro area, even though these are considerations
taken into account by builders, owners in and users of our City and its services. We felt this competitive analysis, including
competitive response modeling was outside the scope of this Board’s work.
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e Third, we began with the current City draft budget for the fiscal year ending September 30, 2004 as the base year and used
whatever sources of detailed information the City staff could provide beyond that. In particular, this includes the current and
preliminary CIP budget that extends to five years.

e Fourth, we did not attempt to create or overlay the dozens of potential model scenarios that exist with regard to combinations
of significant identifiable project concepts that may be opportunities and challenges for the City in the next ten years. A
number of situations are in discussion that could have significance and represent the kinds of resource allocation decisions we
think are critical, notably:

o Regional and inter-City transportation initiatives of various types and forms that may involve Maitland as it straddles
the key metro area transportation corridor (I-4).

o Downtown re-development initiatives.

o City-wide utility under-grounding.

o The upcoming electric utility franchise re-negotiation (considered a use of resource — cash or borrowing power — if the
City concludes it should acquire the retail distribution assets).

e Fifth, the potential financial effect of the City’s Space Needs Master Plan was analyzed only via a financial model of a two-
square-city-block only CRA. The actual prospective CRA under discussion in the City, as mentioned elsewhere in this report,
would comprise far more than the footprint of the City’s Space Needs.

The substantial uncertainties and the lack of significant projected data available about most of these major and long-term projects
implied to the FAB that each one could be considered a potential use of the City’s financial capacity that could be weighed one
against another within the City’s aggregate financial capacity.
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EXECUTIVE SUMMARY

The City of Maitland has an admirable record of fiscal soundness and conservatism. In the past 10+ years, the City has enjoyed the salutary
financial effects of a significant increase in property valuations largely due to the commercial build-out in the Maitland Center area west of [-4.
As a result, most residents would agree that our City’s services have never been of better quality for such a reasonable price.

Nevertheless, we have looked forward for the next ten years using a somewhat imperfect crystal ball and have noted some reasons for concern.
They stem principally from the need to provide services to a resident population that has grown about 60% in just 7 years, largely through the
final available annexations. Additionally there are services provided to a substantial non-resident workforce population. While the recently
annexed new properties have added to the tax rolls, virtually all future additions to the tax rolls will have to come from value increases due to the
redevelopment and reassessment of existing properties. There simply aren’t any more significant new property tax roll additions to be had.

Those necessary services will continue to escalate in cost going forward. Most of the City’s cost base is personnel. People demand increases in
pay to keep them ahead of inflation from year-to-year. People seek increased pay as their skill sets and capabilities improve over time. And
people expect benefits such as medical insurance. It is a virtual certainty that these costs will increase faster than inflation. We are particularly
concerned about the long-term compounding effects of “runaway” medical insurance premiums. As detailed further herein, we believe employee
medical insurance premiums could account for over one-eighth of the City’s entire General Fund expenditure budget in ten years.

Should the next ten years play out as we portray herein, the City will be faced with tough political and management choices having impacts in
type, quantity and quality of City services.

Aggregate Summary of Projected Annual Revenues & Expenditures:

2004 (Draft Budget) 2013 (Projection)
Revenues from all sources $ 18.1 million $ 26.0 million
Expenditures, excluding any capital
improvements or related operating costs $(17.2) million $(24.6) million
Capital Expenditures (CIP)* $ (1.9) million $ (3.0) million
Emergency Designations $ (0.1) million $ (0.1) million
NET CASH OUTFLOW $ (1.1) million $ (1.7) million

* - includes vehicle replacements
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As a result of the study we’ve conducted, we will make the following summary recommendations to attempt to bring equilibrium to the
possible coming financial situation:

Promote increases in the value of the property tax base through community redevelopment

Increase activity fees and other miscellaneous user charges; consider wholly new sources of revenue

Personnel costs and performance/productivity of City employees should be vigorously managed

Medical insurance costs and coverages should be carefully studied and evaluated

Contributions (by the City to support amenities in the City) should be re-evaluated and new or higher user fees studied

The CIP will require special future scrutiny owing to the fact that such items may more directly impact debt and tax levels

e Materials and outside services should be used when financially advantageous (including privatizing or outsourcing); if significant, the
RFP or other appropriate bid process should be used to minimize price

By adhering to these recommendations, should there be ad valorem rate increases necessary City management staff and Council will be able to
say with confidence and sincerity that sound management principles were employed and vigorously pursued before the rate increase was
implemented.

Fiscal Advisory Board July 2003
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Long Range Financial Projection — Discussion, Assumptions and Summary
Information Charts

During our working sessions, the members of the FAB and those assisting on the City’s financial staff reviewed each major revenue
and expenditure type that the City currently has in place to pay for (revenues) and provide (expenditures) the City’s services. As we
looked at trends from the past and applied our knowledge of current environments, we developed a consensus on what was the “most
likely” future path for that revenue or expenditure item. Further, in some cases the FAB asked Staff to run various scenarios, both
optimistic and pessimistic, through a spreadsheet model to determine if there was any situation that might cause severe impact on City
finances.

One area of our work was difficult to draw conclusions about. This has to do with the City’s Space Needs Master Plan and it’s
integration with the proposed Community Redevelopment Authority (“CRA”). City Council has reviewed and accepted the Space
Needs Master Plan (September 2002). The conclusion therein was that the City’s 1971-era downtown public safety, maintenance
facilities and City Hall structures are too small, badly aging, and difficult to access (little or no parking). The Space Needs Master Plan
includes the concept of a CRA to aid in implementing the Plan as well as to promote re-development of substantial parts of the
downtown Orlando Avenue corridor. Like City facilities, much of the City’s downtown core dates from the 1950’s to the 1970’s. This
includes the transportation and water/sewer infrastructures as well as the more visible population of buildings. As a result of the
inclusion of the implementation of the Space Needs Master Plan in a CRA, there is relatively little implementation of Space Needs in
the CIP numbers used through this report. Should the CRA not be put into effect, the City’s Space Needs Master Plan would need
implementation outside of the CRA and that would cause an increase in CIP numbers over the ten-year projection period in an amount
approaching $15 million, without considering inflation or scope changes. This would be a significant change. Similarly due to a lack
of any substantial projection information as to the potential redevelopment acceleration, we have no projected benefits of tax roll
additions that might accrue from the CRA project activities.

The detailed projections of General Fund revenue and expenditure types and the underlying assumptions we chose to base the
projections on are detailed in Exhibits 1 — 4 of this Report.
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General Fund Revenues

The City’s revenues are heavily dependent on various tax levies, most prominently ad valorem tax (property tax) but also including
various taxes on the electric franchise and on electric and telecommunications services and a portion of the state sales tax collection.

The City’s revenue sources are presented in the following chart (data source: Exhibit 1):

City of Maitland Long Range Financial Forecast
Revenues: FY 2004-2013

(assumes ad valorem millage of 3.8 to 2007; 4.1 thereafter)
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Another way to view the City’s revenue sources is to examine the dollars from various sources at the endpoints of the projection
period (data source: Exhibit 1):

City of Maitland Long Range Financial Forecast
Revenues: FY 2004-2013 Endpoints
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$3
$2
$1

02004
H3013

($ in millions)

Just as important as the relative sizes of these revenue sources over the period is their projected growth rates. Throughout this LRFP,

an inflation assumption of 2% per annum has been used. The chart below shows the compound annual growth rates (CAGR’s) for
these various sources of revenues.
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City of Maitland Long Range Financial Forecast

Revenue Sources: Compound Annual Growth Rates (CAGR)
For Period of FY 2004-2013

5.0%
4.5%
4.0%
3.5%
3.0%
2.5%
2.0%
1.5%
1.0%

0.5%

0.0%

Ad Valorem Utility Utility Service  Simplified State Sales  Local Option  Interest &  Activity Fees
Taxes Franchise Taxes Comm Taxes Taxes Gas Tax Admin Rev & Misc
Taxes

Notable here is that the CAGR’s for utility franchise and service taxes, and the simplified communication taxes, are over 2 points
higher than inflation (i.e., more double the inflation rate). Since this LRFP does not assume utility tax rate increases will be
implemented, this 2+ percentage point improvement would be derived from either usage or pricing of the underlying services. This
may be optimistic and is a point of outcome sensitivity in this LRFP.
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Activity fees and other miscellaneous revenue sources show a rate of increase notably less than inflation and is an area that we will
recommend re-examination of policy. User fees have taken hold at most Federal and state government levels in the last decade as an
equitable way to deal with cost increases and deficit situations. In this case “equitable” means that the specific user of facilities and
services of the City will be the ones to pay for them to reduce a cross-subsidy from other non-user, City residents through general
taxation.

The CAGR for ad valorem tax is based on two key assumptions. First, this LRFP assumes the millage increase from the current 3.8 to
4.1 in fiscal 2008 to fund the Stormwater/Lakes initiatives. Secondly, since there is no formal City projection of the tax rolls after
2008, this LRFP has assumed a 2% per annum increase thereafter in total taxable values. We believe that this is a reasonable
projection. Excluding new property additions (i.e. annexations) to the tax rolls, the underlying valuation growth rate has been about
2% per year over the last decade.

The City’s current tax base is about 65% commercial property and 35% residential. This mix, which has been advantageous to
residential property owners in terms of lower ad valorem rates and has been a source of City financial strength for years, is primarily
due to the substantial commercial property values created in the last twenty years on Maitland’s west side. Residential property values
are a) far less volatile, and b) subject to a cap of a 3% annual increase assuming no title change. Commercial property values are more
volatile due to the principal factors that influence commercial property values being driven by local and national economic conditions
(rental rates, occupancy rates, mortgage interest rates, energy costs, etc.).

Two final views of revenues are presented in the two pie charts on the following page that show percentages of revenues by source at
the endpoints:

13



2004:

City of Maitland Long Range Financial Forecast
Revenues FY 2004: % by Source
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City of Maitland, Florida
Long Range Financial Projection: 2004-2013

2013:

City of Maitland Long Range Financial Forecast
Revenues FY 2013: % by Source
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General Fund Expenditures (without CIP)
We did not examine City spending grouped by program or department in great detail. We instead focused on the type of expenditures
that are incurred, such as personnel costs, purchased materials and services and contributions to fund City amenities such as the
Library, Art Center and Historical Society.

City of Maitland, Florida
Long Range Financial Projection: 2004-2013

The City’s expenditures are primarily the costs of employing the personnel who manage the City and provide for the City’s critical
services such as public safety (police and fire) and water/sewer/roads maintenance.

The City’s expenditures are presented in the following chart (data source: Exhibit 2):
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Personnel costs are made up of salaries and wages, employee benefits and other miscellaneous costs such as wellness and professional
training and development programs. They are detailed over the period in the following chart as the portion of each component to the
whole of personnel costs. “Recommendations” are personnel additions in the year of the new hire — such additional budgeted positions
undergo particular scrutiny in the City’s personnel management process. They are excluded here due to their small dollar amount in
any one period.

City of Maitland Long Range Financial Projection
Components of Personnel Costs: FY 2004-2013 (excludes Recommendations)

100%

80% |

60% 1

40%

20%

0% - : : : : : : : : :
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

B Salaries & Wages B Employee Benefits Owellness/Training etc

As can be noted above, the cost of employee benefits is projected to grow substantially over the period in both its share of the total of
personnel cost and in absolute dollars. The most notable causal element of this benefits growth matter is the cost of providing medical
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insurance. This issue is bedeviling both private business and governments at all levels. Medical insurance costs have recently been
increasing at a rate that is more than 10 times the rate of inflation. Such a rate of increase over a period of time such as ten years has a
dramatic compounding effect. For example, using the assumption that providing the current approximate level of medical insurance
will increase at rates ranging from 14% per annum to 17% per annum during the LRFP period (20% in 2004 over 2003) means that
medical insurance costs, which are currently over 9% of total personnel costs, will rise to about 20% of total personnel costs as
depicted below:

City of Maitland Long Range Financial Forecast
Medical Insurance Cost as % of Personnel Costs
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Should this come to pass, providing just medical insurance for City employees at current levels would consume fully one-eighth of our
General Fund expenditures by 2013. If duplicated on a national level it would mean that health care spending of all kinds would
comprise some 25% of the national economy. This seems implausible to us currently and may mean that Federal legislation intervenes

to curb health care costs and address other seeming inequities in health care access.

The same endpoint and CAGR presentations for material expenditure categories as was used above for revenues are presented here to

assist the reader in understanding material projected City expenditures:

City of Maitland Long Range Financial Forecast

Expenditures: FY 2004-2013 Endpoints
(excludes non-CIP capital and Recommendations)
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City of Maitland Long Range Financial Forecast
Expenditures: Compound Annual Growth Rates (CAGR)
For Period of FY 2004-2013

6.0%

5.0%

4.0%

2.0% inflation | 3.0%

assumption
o

1.0%

0.0%

Personnel Costs Materials & Services Contributions

The CAGR for Personnel Costs, 4.9%, is comprised of the aforementioned mid-teen’s rate for medical insurance and various other
rates of increase for other elements. The other rates assumed are generally about 4% with salaries and wages being most prominent.
To further put the alarming impact of the medical insurance increase forecast into perspective, it should be noted that they account for
the following percentages of the overall cost increases as follows:

Medical insurance cost increases to total personnel cost increases 40%

Medical insurance cost increases to total General Fund expenditure increases 31%

19



Two final views of expenditures are presented in the two pie charts
below that show the percentages of expenditures by source at the
endpoints:

2004:

City of Maitland Long Range Financial Forecast
Expenses FY 2004: % by Type
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2013:
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City of Maitland, Florida
Long Range Financial Projection: 2004-2013

City of Maitland Long Range Financial Forecast
Expenses FY 2013: % by Type
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General Fund — Summary

In the projections we have made herein, the City’s day-to-day operating expenditures (expressed by the General Fund without the CIP
and Vehicle replacement spending), will be roughly “in balance” with revenues in excess of expenditures - but by a declining amount

over the years (bolstered by the proposed ad valorem increase in 2008). This is a good start to a financial picture for Maitland, the
equivalent of “living within your paycheck™:

City of Maitland Long Range Financial Forecast
General Fund Summary: FY 2004-2013

(does not include CIP or Vehicle Replacements)
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Capital Expenditures: Capital Inprovements Program (CIP) and Vehicle Replacements;
Emergency Designations

After the extrapolation of the City’s various General Fund revenue and expenditure components (using our assumptions), a ten-year
picture of the City’s financial “health” begins to emerge (see prior chart). Then comes the CIP.

To this point in the report we have not addressed the City’s Capital Improvements Program (CIP) and vehicle replacement spending.
In other words, long-lived assets integral to the City’s providing of services to residents and the workforce. For our CIP numbers, we
used the current City CIP that extends out for five years and then we assumed a 5% per annum increase for years after 2008. For
vehicle replacements, we used the current City Vehicle Replacement Schedule through 2013.

There is a separate and substantial document published by the City reflecting the details of the CIP for the next five years. As a result
we have not attempted here to detail the various items that make up the planned spending in that period. CIP does include the West
Side public safety improvements currently under construction, other public safety capital items, traffic improvements, water system
improvements, pavement treatments (including bike/sidewalk network), city computer equipment and several master plan initiatives,
such as Stormwater/Lakes Management, Cultural Corridor, Downtown Redevelopment, Parks, and Water/Sewer Master Plans.

Vehicle replacement is also capital spending and represents the regular multi-year cycle replacement of police, fire and other public
safety vehicles and city maintenance vehicles and related equipment.

Emergency Designations

The City of Maitland has been well managed. Part of sound financial management is the accumulation of reserve funds for certain
kinds of emergency needs. An example would be the one-time, extraordinary costs to clean-up streets, restore water and sewage
service and repair public facilities caused by a major sinkhole appearing in an arterial roadbed or a major hurricane passing over the
Orlando area. In household management this is the more-than-proverbial “saving for a rainy day.” Part of the City’s history of sound
financial management has been that we have built certain such emergency designation funds in its overall cash reserves. As part of this
report we have not considered “drawing down” these funds to forestall cash flow deficit effects. We agree with City management that
the continued and regular addition to such funds is prudent financial management and have therefore built in a component of spending
to maintain the emergency designations reserve at 10% of the operating budget spending in any given year throughout this projection
as such operating expenditures grow.
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With CIP, Vehicle Replacements and Emergency Designations deducted from the GF operating “margin,” the City’s finances will be
“cash flow negative,” as noted in the following chart, in all but one year in the projection period.

$ in millions

City of Maitland Long Range Financial Forecast
General Fund with CIP & Emergency Designations Cash Outflow:
FY 2004-2013

M

2

(©)

“

—*= GF Net Cash Flow —® CIP Cash Outflow Emergency Designations ~™ City Cash Outflow
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Alternatives for Funding Cash Flow Deficits

Maitland has been well managed and fortunate for many years in that it has been able, with vigorous growth in revenues from
construction and annexation, to pay its operating expenditures and CIP largely from operating revenues of the period. Our projection
shows that this is no longer feasible.

Regarding CIP and Vehicle Replacements, which appears to be one of “the culprits” that moves us into a cash flow deficit position,
one can ask the question as to whether our CIP and Vehicle Replacement spending can be significantly reduced? It can be argued that
it is a totally inclusive part of the City’s services delivery and visibility; in fact, CIP projects and vehicles are the “visible evidences”
of the City’s presence to many of its residents. However there is also an overriding duty to manage City affairs in a fiscally sound
manner. This issue of CIP and related expenditure management will occupy considerable amount of City staff and Council
deliberations.

To manage prospective deficits, then, there are really only a handful of major alternatives or the employment of a combination of
them:

e Revenue increases (from any source)

e Expenditure decreases or at least moderation in the rate of increases

e CIP and Vehicle Replacement reductions

e Assumption of Debt

The FAB has formulated a number of recommendations that we believe should be pursued and they are included near the end of this
Report. Our City has a high quality management staff and none of these recommendations will be new or unique to them. They “work
these issues” every day. What this Report can perhaps portray is the potential seriousness of the situation and the tough management
and policy decisions ahead.
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Beating Back the Cash Flow Deficit: Two Scenarios

Solving the cash flow deficit can be portrayed in two ways that represent extremes of effect from the use of what tools are available:
e One is to assume that cash flow deficits are financed as needed with debt.
e Two is to assume that the assumption of debt is generally to be avoided and that any shortfalls be made up with increases in the
City’s most controllable revenue source, ad valorem taxes.

Scenario One: cash flow deficits are financed as needed with debt

This scenario simply assumes that each year’s net cash deficit after CIP, Vehicle Replacements and Emergency Designations is
borrowed at a 5% interest rate and that cash repayment begins immediately on a 15-year amortization schedule. While many other
creative debt scenarios can be envisioned and have been done in the municipal debt marketplace, this is a simplified portrayal of the
effect of accumulation of debt to cover deficits. One key element of the debt assumption is that making payments on it becomes a
part of the normal annual operating expenditures of the City thereafter until paid off. As the debt climbs in this scenario, operating
expenditures climb without offsetting revenue changes. Eventually, as can be seen below, the positive annual operating cash flow
drops off to be a net cash user itself, still before CIP and vehicle replacements. This cannot be long sustained.

Debt limits: Good financial management includes the adoption of policies and the installation of controls to prevent financial
“catastrophes.” The aforementioned Emergency Designations is one of those policies. Another are debt limits. This prevents the City
from issuing debt over certain amounts based on metrics that are both commonly accepted and variable with city size and financial
condition. Maitland has long had two primary debt limit policies. One is that annual debt service shall never exceed 10% of annual
operating expenditures. The second is that total City debt outstanding shall never exceed 1% of the ad valorem tax base of the
properties in the City. While calculating this scenario one, we tested these limits annually as the spending added to debt. Note that as
presented in the chart below, and in Exhibit 3, that while we do not exceed the debt limit in this scenario, we do reach about 50% of
our defined capacity by 2013.
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The Financial Summary for this Scenario One is presented below (data source: Exhibit 3):
City of Maitland Long Range Financial Projection

Scenario One Financial Summary: FY 2004-2013
(Maximize Debt Assumption)

$3
$2
*— Current
Surplus
$1 (Deficit)
'g $0 —®— CIP Spending
%
=
e (8D
A—Total Deficit
($2)
($3)
(34)

26



City of Maitland, Florida
Long Range Financial Projection: 2004-2013

The total city debt outstanding would climb in Scenario One as illustrated below (note that starting debt in 2003 is just under $4
million):

Debt in millions of dollars

City of Maitland Long Range Financial Forecast

Scenario One City Debt Burden: FY 2004-2013
(Maximize Debt Assumption)
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Scenario Two: cash flow deficits are met each year by raising the ad valorem rate such that the budget

is “balanced”

City of Maitland, Florida
Long Range Financial Projection: 2004-2013

This scenario simply assumes that each year’s net cash deficit after CIP, Vehicles and Emergency Designations is made up with
whatever ad valorem tax rate is needed to make it up. This “extreme” scenario ignores many other sources of potential revenues, both
existing and new. It also ignores operating cost controls over those costs portrayed in this projection and reductions in CIP. As the ad
valorem rate rises in this scenario, it also ignores the self-defeating reduction in City growth due to its possible lack of regional
competitiveness. Again, this is simply presented as the alternate extreme to allow the reader to bracket the effect of balancing the

budget via one controllable rate vs. the “all-debt” scenario one.

The Financial Summary for this Scenario Two is presented below (data source: Exhibit 4):

City of Maitland Long Range Financial Forecast
Scenario Two - Forced Millage Rate to Balance: FY 2004-2013
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The “forced” ad valorem levels above, required to “balance” the annual cash flow of the City, represents a level that translates into an
annual tax increase of from $(41) to $128 per “typical” Maitland single-family residence ($200,000 in taxable value) in any given year
in the 10 year projection. Over the course of the full ten-years in this scenario, this “typical” Maitland single-family residence would
incur an additional $450.

Summary Final Comments

It is not the intention of the FAB to advocate either “extreme” scenario outlined above. Usually managing any single variable to the
extreme and to the exclusion of all others is a mistake in any discipline, including municipal government management. However we
believe these two variables — debt assumption and ad valorem taxes — are most controllable by City officials. It was therefore
instructive to see the extreme effect of each.

To a great degree, members of the FAB that developed this report believe that our low level of City debt currently represents both a)
soundness in prior and current management of the City and b) a capacity to do things that are in the best interests of the residents and
people employed within the City of Maitland in any given period when we otherwise couldn’t afford to do them. But this capacity is
limited and the use of the City’s capacity, particularly debt capacity, should be viewed as among the most critical strategic decision
making done by City staff and the Council.
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Recommendations of the FAB

Revenue Increases — we believe the following should be considered or pursued:

Recommendation: Promote expansion of the ad valorem tax base through community redevelopment

Discussion: Ad valorem tax revenue is simple: it is the millage rate, wholly controlled by the City, times the total taxable property
values. Property values are tangentially influenced by the City, but are mostly a function of local and national economic factors.

The City’s influence over property values primarily has to do with the development and re-development process through the building
permitting and inspection process. For example, permit fees can be waived to encourage development. Since the land area in the City
of Maitland is substantially “built out,” it is really re-development of commercial and residential properties that will enhance the tax
base.

Residential re-development will proceed at a steady but deliberate pace based on the age of the housing stock and the demand for
wholly new features and design in our desirable neighborhoods. Commercial redevelopment can be more actively promoted and
encouraged by the City via various programs.

We believe that tax base expansion to increase revenues could be the single most valuable approach allaying growing concerns over
the future financial health of Maitland. Recently an interesting approach to this has been proposed: the use of a Community
Redevelopment Authority (CRA) as a vehicle to focus redevelopment efforts on downtown Maitland. It would be a vehicle to embody
much of what the Downtown Redevelopment/Cultural Corridor Master Plans have had as objectives. It has as its objective to spur tax
base growth. In the late 1980°s and well into the 1990’s, development of Maitland’s West Side (west of I-4) greatly increased
Maitland’s financial health. We believe that significant future study should be made to assess the potential of a CRA as a
redevelopment vehicle.

As part of our work on this project, the FAB spent all or parts of two meetings considering the issue of the City’s space needs and the
incorporation of that project into the CRA. The City staff’s financial model we reviewed with regard to this limited the impact to just
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two square city blocks in a 2-mile long redevelopment corridor. The City’s space needs would consume the use of about 35% of the
development dollars in those two square City blocks.

‘ Recommendation: Increase activity fees and other miscellaneous user charges

Discussion: Significant dollar levels of activity fees include such revenues as EMS transport (ambulance fees), the various after
school care programs under the auspices of the Maitland Activities Club (“MAC”), and numerous fees for the use of sports facilities
(these items alone are over $700,000 out of a $900,000+ revenue source in 2004).

Like any business activity, raising fees may affect your competitiveness in the marketplace. So fees should only be addressed after
study of competitive alternatives and rates. However, the concept of user fees has a sound basis in fairness in that once the City has an
investment made in the program and/or equipment to provide a service, it should be the specific users who contribute to it.

The FAB believes that the goal for activity fees should be that they increase at a per annum rate at least equal to inflation in order to
cover cost increases that will be incurred in the activities. Many of the operating costs incidental to providing these services are
personnel costs and we know that they likely will increase at a rate more than double the assumed inflation rate.

Recommendation: Consider wholly new sources of revenue

Wholly new sources of revenue need to be creatively envisioned and studied. Some will prove valuable in City financial management
and others will prove infeasible or immaterial. One that has been proposed to us regards the coming potential resource decision
regarding the renewal of the City’s electric power franchise. We did not study this coming issue due to its complexity and the
existence of another Board to address it. We view it as a resource allocation decision that might be made in the context of the risk and
rewards of the action in the face of the financial picture portrayed in this Report. However, it was pointed out to us that there are
sixteen municipalities in Florida alone who have taken over ownership and management of the retail distribution assets in their
community and are able to operate the resultant enterprise fund at a positive cash flow that may strengthen the financial status of the
community and not detract from it.
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Expenditure Controls — we believe the following should be considered or pursued:

Recommendation: Personnel costs and performance/productivity should be vigorously managed

Discussion: The City of Maitland is a service organization and therefore it is people and their efforts that deliver the value of
governmental output. We are confident that Maitland has high quality employees who are increasingly productive: note that one
measure of productivity (the number of residents per City employee) has been increasing steadily in the last five years as various
residential annexations have not been accompanied by equivalent staffing increases.

Nevertheless, City management should re-evaluate to the extent that is feasible such matters as:
e Organizational structure and size (minimize management layers)

Job descriptions and task balance between jobs

Workflow patterns and customs in communication

Training and development gaps to maximize individual productivity

Compensation programs (performance incentives?)

Technology investments (such as the new financial management software)

Outsourcing opportunities (e.g., solid waste in 1993)

This re-evaluation should be made with the goal of maximizing productivity of all City employees and departments to be able to pay
competitively and deliver an efficient service level. Metrics that can be used to measure efficiency and productivity at the lowest
possible level should be employed wherever possible to help both the service employee and management regularly see the level of
performance being achieved.

It is timely that the City is early in the planning for entirely new space to house City employees. It is the experience of some on the
FAB that such an endeavor is a good focal point for some of the creative thinking, discussions and hard decisions that might be made
to “streamline” the organization. If expertise on organizational development and design is not in-house now, it might be considered
that a limited scope organizational development consulting engagement be RFP’d to assist in this during the space design process.
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Recommendation: Medical insurance costs and coverages should be vigorously studied and evaluated

Discussion: As a subset to Personnel Costs, particular efforts need to be directed to the medical insurance “crisis.” Reference should
be made to the comments on page 16 regarding the numerical magnitude of this cost if either the market-pricing trend doesn’t abate or
coverage dynamics aren’t significantly modified.

A small consolation exists in that this is a problem faced by most businesses and governments. That same fact may create an
opportunity as well. The FAB recommends that City management actively open or continue communications with other Central
Florida city and county governments regarding their approaches. This might even lead to an inter-governmental task force to address
the issue in a way that is effective in reducing the rates of increases that are foreseen or at least lead to a “best practices” approach that
most governmental entities take to the problem such that our City maintains its competitiveness in attracting and retaining employees.

Recommendation: Contributions should be re-evaluated; user fees studied

Discussion: Contributions are monies outside of personnel costs that are spent to operate various City amenities. Most of our
contributions are to the Library, the Art Center and the Historical Society. While the members of the FAB are strong advocates of each
of the institutions as “defining” of Maitland and bringing a heightened sense of community to us, we would also recommend that an
evaluation be conducted as to what services being provided could be done so at less cost or at a lower net cost by charging new fees or
higher fees for usage. This recommendation is aligned with the comment about user fees for certain services and activities noted
above. It is predicated on the equity principle that users pay more and directly and non-users pay less through the general tax burden.

Recommendation: Materials and outside services should be used as sparingly as possible; if significant, the RFP or other
appropriate bid process should be used to minimize price

Discussion: We believe that the projected numbers for materials and services in the LRFP may be optimistic. They are predicated on
such costs increasing only slightly faster than inflation over the LRFP period. Given the weakness in pricing power in business goods
right now, this appears reasonable. However, most of us remember the days of inflation at 1% per month and know that during this 10-
year period the assumption may easily prove faulty. Therefore, it is important that as much discipline as possible be invoked in the

processes utilized by the City for procuring such materials and services.
skskeskoskosk
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Plans for Update of this Projection by the FAB

We have prepared this LRFP document at the direction of Council as an adjunct to the City’s budget and planning process. We
welcome input from Council and Staff members regarding the usefulness of this initial attempt at a long-range projection. At
Council’s direction, and as events unfold in the future, we will revisit this report no less often than every second year to again extend
the projection to the ten year point on the horizon.

34



July 9, 2003

City Council
City of Maitland

Re: Clarifying Opinion on the Fiscal Advisory Board’s Long Range Financial Projection 2004-2013
Dear Mavor and Council Members:

While I signed the Long Range Financial Projection 2004-2013, issued July 2003, submitted to vou by
the Fiscal Advisory Board, 1 feel compelled to offer a clarifving opinion. This should not be interpreted
to mean that | disagree with the recommendations, as | consider the end recommendations to be good
general practices that | am sure staft is already doing annually as they prepare a budget and CIP for your
review and adoption. While there are areas | disagree with. these areas did not warrant a negative vote,

| feel this document is a “discussion” (defined as consideration of a question, usually through informal
debate) or “dissertation” (defined as written treatment of a subject) but not a plan or a projection. To
call it a “plan™ would suggest the FAB is recommending debt or tax increases, which they are not, as a
resolution to the increasing costs and a “projection™ would infer that these expenditures creating future
deficits are probable.  As mentioned in the document, there are many other possible scenarios,
including delaying or phasing in or cutting all together some projected expenditures, finding other
revenue sources, or unforeseen changes in government finance.

| believe the document’s primary benefit is as a “red flag™ to the commission to watch CIP, vehicle and
personnel recommendation expenditures and be aware of the cost of space needs looming, not in the
future, but at present time, My greatest concern is that, as disclosed herein, the document does not
include the space and downtown transportation and water and sewer infrastructure needs or the impact
of the planned CRA. These items are simply too large and to imminent to et be fully considered in any
tuture plan, or current 5 year CIP, to make the plan of predictive value. My training leads me to firmly
believe the beginning of a document like a Long Range Financial Plan or Projection must begin with an
assessment of current financial condition with established benchmarks over a sufficiently long enough
time period to provide a historically valid trend analysis as your base. Not having been a part of the
carly revenue and expenditure discussions, 1 was hesitant to put my name behind the projections.

The other members of the FAB have spent many volunteer hours and bring a lot of valuable technical
financial knowledge and historical perspective 1o this document that alone make it a worthy paper to
review regarding areas of future concern to the City.

Sincerely,

Qerrlpn O Dnatf

Carolyn C. Small
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