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Map of Lake Worth
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Lake Worth at a Glance
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Demographic Data : j

* Total Size: 4.9 Square Miles
- 6,299 persons per square mile

* Total Population: 35,133

* Median age: 34
* Percentage of population with a High School Degree or higher: 66.5%
* Percentage of population with a Bachelor’'s Degree or higher: 16.4%
e Median household income: $35,125

- 20% of population below poverty rate
e Estimated number of households: 12,165

- Homeownership Rate: 52.4%
* Average number of persons per household: 2.6

* Number of households with children under 18: 1,194

Recreation Amenities
* Total Park Acreage: 78.05 Acres
* Number of Youth and Adult Recreation Leagues: 13

* Number of Recreation Programs and Classes: 14




History of Lake Worth

The area that is now referred to as Lake Worth
was settled a few years after Congress passed
the Homestead Act of 1862. In 1896 Henry
Flagler extended his rail line south from West
Palm Beach; making Lake Worth much more
accessible for new settlers. Much of present-
day Lake Worth was once owned by Samuel
and Fannie James, two former slaves. While
the James’ were in possession of the property,
the future townsite was referred to as Jewel.
In 1911 Fannie James sold the core area of
her land to Palm Beach Farms Company.

The name Jewel was subsequently changed to
the townsite of Lucerne, and platting began shortly
thereafter. Lake Worth was formally incorporated
in 1912, and in January of that year Lake Avenue
became the first street to be graded and rocked.
As the townsite began to grow, residents saw
the need to construct a dock at the foot of Lake
Avenue that extended 1,000 feet into the Lake
Worth Lagoon. Shortly thereafter Bryant Park was
established, a park that remains beautifully active
today; complete with a modern bandshell where
people enjoy festivals, concerts, and recreation.

As settlers moved to Lake Worth in the early
twentieth century, they built homes, grocery
stores, churches and restaurants. During the

summer of 1912, a survey of the townsite was
completed that laid out 55 miles of streets,
and nearly as many miles of alleys, as well as
7,000 residential lots ranging in size from 25
to 50 feet wide. The small lot sizes were part
of a sales tactic that coupled the purchase
of multiple acres of western farm land with
a small town lot in present-day Lake Worth.

In October of 1914, moving pictures of Lake
Worth were taken to advertise the City and
surrounding area. The idea was originated by the
Lake Worth Herald, and the work was donated
by H.J. Bryant of Bryant and Greenwood. The
pictures were shown in hundreds of cities and
towns in the United States to attract new settlers.
Between 1914 and 1915, the first municipal
building was constructed that served as a multi-
purpose City Hall, Fire Station, Jail and Library.

By the end of World War I, City Commissioners,
with a firm belief in Lake Worth’s future, levied
higher assessments against properties to
pay for the many improvements. The first
bridge across the Intracoastal Waterway was
built in July 1919, and was one of the longest
wooden toll-free bridges in the United States.

During the 1920’s the City of Lake Worth
witnessed tremendous growth. In 1922 the
famous Lake Worth Casino opened where
travelers came from across the region to recreate,
and bathers enjoyed a salt-water swimming pool.
Lake Worth High School was also dedicated in
1922. In 1924, the Oakley Theatre opened on
the site of the current Lake Worth Playhouse.
The first stoplight was installed in 1925 at
Lake Avenue and Dixie Highway. The Lake
Worth Golf Course opened and the Gulfstream
Hotel was dedicated during that decade. The
hurricane of 1928 destroyed much of the City,
and claimed the life of one Lake Worth resident.




History of Lake Worth

In 1934, the WPA Auditorium was dedicated
at 7 North Dixie Highway, and today the
Moorish-Mediterranean style building serves
as Lake Worth City Hall. In 1937, the second
bridge was constructed in concrete over the
Intracoastal Waterway replacing the wooden
structure that was destroyed in the hurricane.

In 1939, the Lake Theatre opened on Lake
Avenue, and the art deco building is now the
home of the Palm Beach Cultural Council. In
1941, the Lake Worth Post Office and the fourth
home of the Lake Worth Library were dedicated.
In 1954 the Lake Worth Pier, one of the longest
municipal piers on Florida’s Atlantic coast,
was opened to the public. In 1961, the Tom G. Lake Theatr, Lake Wouts, Florda
Smith Municipal Power Plant was placed into
operation and in 1970, the shuffleboard courts
moved to the location of the first power plant.

In 1982, the Museum of the City of Lake Worth
was established, with Helen Greene as its
curator, on the second floor of the City Hall
Annex. The Osborne Community Center was
dedicated in 1990, and in 1991 the Second
Avenue North Utilities Complex was dedicated.
In 1996, Lake Worth voters approved a bond
issue for a new Public Safety Complex which
now houses District 14 of the Palm Beach
County Sheriff's Office and the City of Lake
Worth’s Information Technology Department.

Over the past few decades the City of Lake
Worth’s downtown and historic neighborhoods
have undergone a cultural renaissance. The City
is home to several famous art galleries, cultural
facilities, and world renowned restaurants.
Lake Worth has also become an extremely
diverse community that welcomes people of
all religions, ethnicity, and lifestyle choices.
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City of Lake Worth

FY 2010-2011
BUDGET CALENDAR

January 20, 2010 Capital Improvement Program (CIP) Policy Manual Distributed to
Department Directors

Meeting Between Department Directors and Budget Team
Concerning FY 2011-2015 CIP

January 27, 2010 Internal Service Funds (Information Technology, Garage, &
‘ Insurance) Begin Preparation of Annual Operating Budget and
Receive Annual Operating Budget Instructions

February 8, 2010 Meetings Between Internal Service Fund Directors and Budget
(week of) Team to Review Annual Operating Budgets

February 17,2010  Budget Kickoff Meeting at the Golf Course

Meeting Between Department Directors, Department Budget
Teams, and Budget Team to Discuss and Distribute:

*FY 2011 Annual Operating Budget Policy Manual
* FY 2010 Narratives to be Modified for FY 2011
*FY 2010 Organization Charts to be Modified for FY 2011

Department Directors Return Capital Improvement Program
Project Request Forms to Budget Team

February 23,2010  SunGard Budget Module Training for Department Heads and Data
Entry Personnel




City of Lake Worth

FY 2010-2011
BUDGET CALENDAR

February 24, 2010

February 26, 2010

Final Department Requests Due from Internal Service Funds &
Annual Operating Budget Position Control Updated from
Department Requests by Human Resources

CIP Summary Returned to Department Directors for Final Review

March 1, 2010

March 3, 2010

March 29, 2010

Department FY 2010 Year-End Forecast Entered into SunGard
Budget Team Inputs Internal Service Fund Allocations into Budget
Worksheets

Budget Team to Review Position Control for Payroll and Benefits
Expenses by Department/Division and Input into Budget Worksheets

Department Directors Submit Annual Operating Budget Requests
via Budget Worksheet in SunGard

March 29 -
April 2, 2010

April 5 -
April 13,2010

April 20, 2010

April 26, 2010 -

Meetings Between Departments and Budget Team Concerning
Capital Improvement Program (CIP)

Meetings Between Departments and Budget Team Concerning
Annual Operating Budget

Budget Team Provides City Manager with Capital Improvement
Program (CIP) and Summary

Meetings Between City Manager, Budget Team, and Departments
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City of Lake Worth

FY 2010-2011
BUDGET CALENDAR

April 30,2010

to Review Department CIP Requests

May 4, 2010 Budget Team Provides City Commission and Financial Advisory
Board (FAB) the Capital Improvement Program (CIP) and Summary

May 10, 2010 Departments Submit Completed Narratives to Budget Team

May 11,2010 Budget Team and Financial Advisory Board (FAB) Meet
Regarding the Capital Improvement Program (CIP) and Summary

May 17, 2010 Budget Team Distributes Summary and Detailed Annual Operating
Budget Department Request for Department Review

May 19, 2010 Director Approval of Summary and Detailed Department Request
Annual Operating Budget

May 21, 2010 Budget Team Provides City Manager with Annual Operating
Budget Details and Summary

May 24,2010 - Meetings Between City Manager, Budget Team, and Departments

May 28, 2010 to Review Annual Operating Budget Details and Summary

May 25, 2010 9:00 a.m. — City Commission — Work Session
Presentation of Capital Improvement Program and Summary

June 1, 2010 Receive Preliminary Taxable Property Values Estimate

(from Palm Beach County Property Appraiser)

13



City of Lake Worth

FY 2010-2011
BUDGET CALENDAR

June 15, 2010

June 23, 2010

Budget Team Provides City Commission and Financial Advisory
Board (FAB) Annual Operating Budget and Summary

Budget Team and Financial Advisory Board (FAB) meet regarding
the Annual Operating Budget and Summary

July 1, 2010

July 7, 2010

July 13, 2010

July 15,2010

July 20, 2010

July 22, 2010

Receive Certification of Taxable Property Values
(from Palm Beach County Property Appraiser)

Financial Advisory Board (FAB) recommendations on the Annual
Operating Budget and Summary Due

6:00 p.m. — City Commission — Work Session
[Budget Workshop #1]
e Presentation of Proposed Annual Operating Budget and
Summary to City Commission

6:00 p.m. — City Commission — Work Session
[Budget Workshop #2]
e Presentation of Proposed Annual Operating Budget and
Summary to City Commission

6:00 p.m. — City Commission — Regular Meeting
e City Commission Establishes Proposed Millage Rate,
e City Commission Establishes Time, Date, & Place of
first Public Hearing.

Submit Proposed Millage Rate to Palm Beach County Property
Appraiser with Time, Date, & Place of First Public Hearing:

Form DR-420 [Certification of Taxable Value]
Form DR-420MM-P [Maximum Millage Levy Calculation

14



City of Lake Worth

FY 2010-2011
BUDGET CALENDAR

Preliminary Disclosure]
Form DR-420TIF [Tax Increment Adjustment Worksheet]

Form DR-420DEBT [Certification of Voted Debt Millage]
(required within 35 days of July 1* - required by August 5™)

August 20, 2010

Palm Beach County Property Appraiser to mail TRIM (Truth In
Millage) Notice to City of Lake Worth

Form DR-474 [Notice of Proposed Property Taxes]
(required within 55 days of July 1% - required by August 25™)

September 7, 2010

September 10, 2010

September 17,2010

September 21, 2010

6:00 p.m. — City Commission — Regular Meeting
[1* Public Hearing] - Tentative
e City Commission Tentatively Adopts Millage Rate and
Annual Operating Budget,
e City Commission Establishes Time, Date, & Place of

Second Public Hearing.
(required from 65 days to 80 days of July 1% —
required between September 4™ and September 19")

Send Advertisement to Palm Beach Post

Advertisement in Palm Beach Post of Final Millage and Annual
Operating Budget
(required within 15 days after tentative adoption — last date September 22"%)

6:00 p.m. — City Commission — Regular Meeting

[2" Public Hearing] - Tentative

e City Commission Adopts Final Millage Rate and

Annual Operating Budget.
(required within 2 to 5 days after advertisement is first published —
required between September 19" and September 22™)
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City of Lake Worth

FY 2010-2011
BUDGET CALENDAR

September 22, 2010

Deliver Final Millage Rate Ordinance to Palm Beach County

Property Appraiser and Tax Collector.
(required within 3 days of adoption — required by September 24™)

October 7, 2010

Deliver Certification of Compliance (DR-487) to the Department
of Revenue, TRIM Compliance.

Form DR-487 [Certification of Compliance]

Form DR-422 [Certification of Final Taxable Value]
Form DR-422DEBT [Certification of Final Voted Debt Millage]
Form DR-420MM [Maximum Millage Levy Calculation

Final Disclosure]
(within 30 days of Final Hearing which was on September 21 — last day is
October 21%)

Submit Certification of FINAL Taxable Value (DR-422) to Palm
Beach County Property Appraiser.

Form DR-422 [Certification of Final Taxable Value]
Form DR-422DEBT [Certification of Final Voted Debt Millage]

(within 3 days after receipt of receipt of Form DR-422 [Certification of Final
Taxable Value])

December 20, 2010

Last day to Deliver Final Bound Budget Book to Government

Finance Officers Association (GFOA).
(required within 90 days from final budget approval which was September 21%)
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Office of the Mayor
7 North Dixie Highway - Lake Worth, Florida 33460 - Phone: 561-586-1730 - Fax: 561-586-1798

June 20, 2010

Residents of the City of Lake Worth
Lake Worth, Florida

Dear Resident of Lake Worth:

The FY 2010-2011 Budget finds the City of Lake Worth in perhaps the most critical period in its
history. Indeed, our City now faces not only the largest international economic decline since the
Great Depression, but also staggering losses in local property values of more than 40% in the last
three years. These factors have led to dramatic declines in the revenue stream vital to running our
government. Over the past several years, the City has reduced its budget, resulting in some
reduced service levels, while preserving the City services the community enjoys. This year, guided
by public input, along with newly incorporated operating principles, and the resolve to implement
efficiencies, the City Commission will adopt a budget that reflects significant fiscal reductions within
its General Fund operations, without raising taxes or cutting vital services.

This year will mark the first phase in a process to realign the cost of government with the true cost
of delivering vital services. Implementation of this strategy will require us to stem the unsustainable
rise in legacy and continued benefit expenses, selecting options that offer security for our cherished
City employees, while providing the most cost-effective solutions that our residents demand. As
your City government becomes more efficient, services and programs are being redefined to
provide the highest quality service at the best possible value.

This challenging fiscal environment has also provided the City with many opportunities.
Opportunities for new partnerships, creative approaches, collaboration with other organizations,
better utilization of technology and working together towards identifying our community's core
values. Collaborations with the Downtown Cultural Alliance, the Greater Lake Worth Chamber of
Commerce, and community based organizations, churches, and individual volunteers will extend
our reach into the community, provide more targeted programs, and strengthen our civic bond.

We continue to strongly support neighborhood stability through the development of a residential
rehabilitation program and support of the CRA’s Neighborhood Stabilization and Renaissance
Programs. We also continue to invest heavily in public safety via contracts for law enforcement and
fire protection services, as well as funding of sidewalk and traffic calming measures. Realizing that
the current cost of energy is a burden to our residents, we have also implemented energy
conservation strategies, which enable residents and eventually business owners to make their
properties more energy efficient and if desired energy independent. Finally, we are making targeted
investments that focus on developing our commercial sector both directly as with the strategic
planning of the Park of Commerce and indirectly by redeveloping the beachfront and Casino
Building.

All of these efforts will eventually yield a higher quality of life for our residents, but equally as
important will generate a broader and more sustainable tax base, lowering the individual burden
and making our community more desirable in which to live and do business. As you examine this
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proposed budget, | encourage you to keep in mind the requirement to respond to the current crisis
and provide for a more prosperous future. | do look forward to speaking with each of you in the
coming months regarding this budget and fostering a unified goal of a brighter future for Lake

Worth.
Sincerely,

T

René A. Varela
Mayor
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City Manager’s Message

October 1, 2010

The Honorable Mayor and City Commission
City of Lake Worth,
Lake Worth Florida

Honorable Mayor René Varela and Members of the City Commission:

In accordance with the City Charter, | hereby submit to the City Commission the approved Annual
Operating Budget for the City of Lake Worth for Fiscal Year 2011. Expenditures in the proposed Annual
Operating Budget total $184,982,588 for FY 2011. The proposed FY 2011 Annual Operating Budget
incorporates $12,232,470 in spending reductions from FY 2010, yet includes no employee layoffs,
operating property tax increases, or substantial reductions in services to the community... all while
preserving the City's designated emergency cash reserve. This proposed spending plan was a joint effort
by the Office of Management and Budget and the Finance Department, with extensive input from all City
Department Directors, and has been prepared following generally accepted accounting principles (GAAP)
in accordance with all applicable City and Federal requirements.

Cities throughout the nation are confronting the decline of their revenue bases and taxpayers’ reluctance
and/or inability to pay for the cost of government. Many communities responding to the economic crisis
have adopted short-term temporary spending reductions such as hiring freezes, reducing employee work
weeks and decreasing operating expenses in the hope that the economic crisis will pass. Consistent with
this strategy, Lake Worth has also responded to the economic crisis by transferring the operational
responsibilities for public safety to Palm Beach County, deferring the maintenance of its infrastructure,
reducing its workforce by 37% since FY 2008, freezing employee pay, and reducing the quality of health
care offered to employees. The City pursued this strategy hoping to avoid employee layoffs, preserve
labor harmony, and maintain current levels of service to the community.

Unfortunately, these measures have failed to address the fundamental imbalance between the estimated
cost of City services and the projected revenue needed to pay for those services. As shown in Chart 1,
the City’s failure to address this fundamental problem, and not implement long term solutions, has nearly
depleted the Unreserved General Fund Balance since FY 2006.

Chart 1

General Fund - Unreserved Fund Balance

$6,000,000 -
$5,000,000 B
$4,000,000
$3,000,000
$2,000,000 ]
$1,000,000

$0

FY 2006 FY2007 FY2008 FY2009 FY2010 FY2011
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City Manager Budget Message

The City can no longer obligate itself to spend money that it does not have. As further delineated in this
budget transmittal letter, the process of realigning City revenues and expenditures in FY 2011 will require
making a great number of difficult and unpopular financial decisions.

Part I: Economic Challenges in FY 2011

From the very first day of my appointment as City Manager, the City has been struggling with its finances
and drawing down reserves in order to pay for the cost of City government. During the last 18 months |
have been surprised by the sense of institutional denial associated with the economic conditions in the
community and the City’s diminished financial capacity to continue its current spending levels. In August,
the City entered into Arbitration with its Unions who challenged the reduction in FY 2009 health care
benefits because they did not believe the City’s declaration of financial urgency and expressed “the City is
attempting to abuse a statute reserved for a dire budget situation that it has yet to demonstrate.”

While the City has provided financial data which documented the Declaration of Financial Urgency, the
Administration was obviously unsuccessful in convincing the unions that the community is in the middle of
an economic storm that will continue into FY 2012 and FY 2013. Many dedicated and hard working
employees have sincerely told me that they have simply not seen any meaningful data proving that Lake
Worth is experiencing financial trouble or that the community does not have the wealth to continue to pay
current salaries and benefits. Understanding the current economic conditions in the nation, state, and
City is fundamental to understanding the recommended actions and spending reforms that are adopted in
the FY 2011 Annual Operating Budget.

The State of the Nation

The financial problems that Lake Worth is confronting are heavily impacted by the national economy that
is struggling to recover from high unemployment, a depressed housing market, and an unstable stock
market. Unfortunately, this state of fiscal stress is not projected to improve during FY 2011. National
economic data for October reported by the U.S. Departments of Commerce and Labor evidenced that the
financial stress experienced by the nation’s cities will probably not improve during FY 2011:

e The number of unemployed persons, estimated at 14.8 million, was little changed in
October. The national unemployment rate in November 2010 increased to 9.8 percent
and could possibly exceed 10 percent before recovery. The number of long-term
unemployed (those jobless for 27 weeks and over) fluctuated minimally over the month at
6.2 million

e In October, 41.8 percent of unemployed persons had been jobless for 27 weeks or more.
8.1 million jobs have been lost in the United States economy since December 2007;
representing the worst recession in the United States since the 1930’s

o Real gross domestic product (GDP) -- the output of goods and services produced by
labor and property located in the United States -- increased at a modest annual rate of
2.0 percent in the third quarter of 2010.

e Prices of goods and services purchased by U.S. residents increased 0.8 percent in the
third quarter after increasing 0.1 percent in the second quarter. Energy prices turned up,
and food prices slowed. Prices of goods and services excluding food and energy slowed
slightly, increasing 0.6 percent in the third quarter after increasing 0.8 percent in the
second quarter.
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e Employee compensation cost increases for State and local government workers
decelerated to 1.7 percent for the 12-month period ending September 2010; down from
2.4 percent for the 12-month period ending September 2009

e The Consumer Price Index for All Urban Consumers (CPI-U) increased 0.1 percent in
September on a seasonally adjusted basis. Over the last 12 months, the all items index
increased 1.1 percent before seasonal adjustment

e Personal income decreased 0.1 percent in September; compared with a 0.4 percent
increase in August. Excluding the effects of emergency government unemployment
benefits, which boosted personal income in August, personal income rose only 0.1
percent in September after rising 0.3 percent in August. Wages and salaries, the largest
component of personal income, was flat in September after a 0.2 percent increase in
August

e Current-dollar disposable personal income in the nation fell 0.2 percent in September
after increasing 0.4 percent in August. Real consumer spending, (adjusted for price
changes), increased only 0.1 percent in September, following a 0.3 percent increase in
August.

The State of the State

Economic conditions projected for Florida during much of FY 2011 are no more encouraging than they
are for the nation. In a report issued by Wells Fargo Bank in May 2010, “...growth in the State’s economy
is predicted to be slow, taking at least a half-decade before Florida's employment rate is back at
prerecession levels.” Unemployment in Florida has continued to rise even as the national rate of
unemployment has held steady at 9.7% for the last three months. Wells Fargo Bank predicts state
unemployment to average 12% this year, before dropping to 10.4% in 2011 and 9.2% in 2012. Florida
has lost 926,100 jobs since 2007; starting with construction job cuts and moving to all industries in recent
years based on employment data from the Florida Agency for Workforce Innovation. There are 1.1 million
Florida residents out of work. The high rate of unemployment in Florida has also had a very negative
impact on consumer confidence which is prolonging and extending the current recession. According to
the latest University of Florida Consumer Confidence survey, concern about growing unemployment
resulted in Floridians’ consumer confidence falling in February 2010. The University of Florida partially
attributed the loss of consumer confidence to the conclusion of the federal energy-efficient appliances
rebate program and the tax credit for first-time home buyers.

Like many other states, Florida's depressed housing market is still struggling to find a bottom. The
median price of a single-family home in Florida was $133,400 in September; a 48% decline from its June
2006 peak, according to data from the Florida Association of Realtors. Condominium prices have seen an
even bigger plunge, with the statewide median hitting $83,400 in September; a 61% drop from the June
2006 peak. Making this housing crisis even more severe is the high number of foreclosures due to past
speculation. The state set a record for bank repossessions in October, with more than 13,200 homes
seized by lenders, according to RealtyTrac. Recognizing that Florida's foreclosure backlog remains a
major impediment to the state's recovery, the Florida Legislature approved a $9.6 million appropriation in
2010 to hire judges, magistrates, case managers and clerks to handle the foreclosure caseload in the
state's 20 circuit courts.

In past years, cities in Florida became highly dependent on increased growth resulting from the influx of
populations seeking warmer climates. However, according to the University of Florida's Bureau of
Economic and Business Research, the state’s population decreased in the past year for the first time
since the end of World War Il. For the first time since Florida became a state in 1845, more people are
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moving out of the state than are moving in. As the State’s allure has faded, the number of transplants
from the Northeast, traditionally Florida's largest source of new residents, has dropped almost in half
since its peak five years ago. Florida, once the fifth cheapest state to live, is now the 14th most
expensive, according to the Florida Chamber of Commerce. These poor economic conditions have
resulted in 12% of all Florida mortgages (the highest rate in the nation), being in foreclosure during the
second quarter of 2010.

The State of the City

During the last four years, the City of Lake Worth has experienced a substantial loss in its economic tax
base. As Table 1 indicates, the City has lost 44.03% of its property value since FY 2006:

Table 1
Change in Property Values (FY 2006-2010)
Category FY 2006 FY 2007 ~ Fy2o08 FY 2009 FY 2010
Total Taxable Value $2,016,074,837 $2,166,214,083 $1,955,343,021 $1,498,652,802 $1,128,411,434
Change from Prior Year - 7.45% -9.73% -23.36% -24.70%

Since FY 2007 the $25,000 Homestead Exemption has increased by 5.3% from $151 million in 2006 to
$159 million in 2009. However, the additional $25,000 Homestead Exemption, which began in the 2009
tax year, eliminated $100,960,832 of real property value from the City. This new exemption, plus the
original $25,000 Homestead Exemption and the $50,000 Homestead Exemption for Residents Age 65
and Older, collectively eliminated $261,411,245 of real property value from the City in 2009. Many Lake
Worth residents who live in older homesteaded homes pay little or no property tax to the City.

In addition to the general decline of its tax base, the City has also been negatively impacted by the lack of
new investment in the community. From FY 2007 to FY 2009, the City experienced a net loss of
$121,505 in permit fees (a 29.4% drop) related to new construction. As shown in Chart 2, new
construction in Lake Worth has declined each year since a high of $26,972,394 in 2008:

Chart 2
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New development currently underway in FY 2011 includes the construction of a new Publix Supermarket
in downtown (with an estimated construction value of $3.8 million) and the renovation of the new
headquarters for the Palm Beach Cultural Council (with an estimated improvement value of $450,000 to
$700,000). In accordance with Florida Senate Bill 360, five redevelopment projects in Lake Worth which
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had building permits with an estimated value of $15 million expiring on January 1, 2012, have been
extended and renewed for a period of two years following the date of expiration. These projects include:
an |-Stay Motel on N. Federal Highway valued at $1.3 million, the Commons at College Park on N. Dixie
Hwy valued at $1 million, the Patten warehouse development at the Park of Commerce valued at $3.75
million, and the second phase of the Vive Verde South on Lake Ave & H Street valued at $6 million.

City of Lake Worth redevelopment projects, representing new construction in the community, include the
following projects: the Beach Redevelopment Project valued at $5 million, the renovation of the Casino
Building valued at $6 million, and the continued construction of a new Reverse Osmosis Water Plant and
a Deep Water Injection Well valued at $16 million. In FY 2010 the City of Lake Worth’'s Community
Redevelopment Agency (CRA) was awarded a $23 million National Stabilization Program Il Grant which
will target: $2.3 million for construction of 25 new homes, $15.4 million for the acquisition and
rehabilitation of 110 residential properties, $1.9 million for land banking 30 properties for future
redevelopment, and $1.25 million for new construction of 10 properties valued at $125,000 per unit.

During FY 2010 the City continued to patiently await the redevelopment of the Historic Gulfstream Hotel,
currently being offered for sale by W. Properties for $17,750,000. The Gulfstream Hotel is the only private
structure in Lake Worth that is listed on the National Register for Historic Places and is a key component
in the redevelopment of the City’s downtown. The Hotel has been vacant since 2004.

Throughout FY 2011 the City of Lake Worth will continue to explore opportunities to fund infrastructure
needs that were identified by an engineering analysis funded by the US Department of Economic
Development. The slowdown in the local economy is also reflected in the number of building permits
issued for commercial and residential construction since 2007 as shown in Charts 3 and 4 below:

Chart 3 Chart 4
Commercial Construction Permits Issued Residential Construction Permits Issued

2007 - 2011 2007 - 2011

2007 2008 2003 2010 2011 2007 2008 2009 2010 2011

The City of Lake Worth's residential tax base has also been significantly impacted by depressed
economic conditions over a prolonged period of time. As of November 2010 there were 1,588 pre-
foreclosed homes available for purchase, 656 properties owned by banks as a result of foreclosures, and
675 homes for sale. Based on the 2008 census, Lake Worth has 15,000 housing units, 19 percent of
which are vacant; only 9% were built since 1990 and 60% were built prior to 1960. Of the total units
occupied in the City, only 55% are owner occupied whereas 45% are renter occupied. Reinvestment in
the City’s residential stock of homes has been difficult due to the City's median household income of
$38,7009.

As shown in Chart 5, between 1990 and 2000, Census data compiled by the Business Development
Board shows the number of owner occupied housing units in the City increased by 2.6% and is projected
to decline by 21.9% by 2014:

24



City Manager Budget Message

Chart 5 Chart 6
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The high number of home-foreclosures and low percentage of home-ownership in Lake Worth
emphasizes the importance of successfully implementing the housing goals of the NSP2 grant and the
City’s own affordable housing program. As indicated in Chart 7, residents in the city (both homeowners
and renters), are struggling financially, as demonstrated by the high number of delinquent payments for
electric service unpaid to the City. Delinquency has increased by 69.5% since 2005.

Chart 7
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One of the most frequently communicated complaints by City residents and customers of the Electric
Utility is the high cost of energy and its impact on the cost of living in the City of Lake Worth. While the
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cost of electricity for residents using less than 750 KWH is very competitive compared to rates charged by
Florida Power and Light (FP&L), that is not the case for residents using more than 2,500 KWH. As shown
in Chart 8 above, residents using more than 2,500 KWH pay substantially more than residents purchasing
their electricity from Florida Power and Light, Lakeland, and Orlando, among others.

The high cost of electricity in Lake Worth has also had a substantial impact on the cost of doing business
in the community and has contributed to the lack of new investment and declining property values. As
clearly demonstrated in Chart 9, Lake Worth has the highest commercial electric rates for larger users of
power. The high cost of doing business in Lake Worth has been a major factor contributing to Lake
Worth’s declining property value and lack of new investment and new jobs. Clearly, the City cannot
continue to divert revenue from the Ultility in an effort to pay for general government functions and high
operating and personnel costs.

Chart 9
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The current economic conditions in Lake Worth, which have impacted adult residents, are also impacting
the quality of life of our children. In the fall of 2009, the Children’s Services Council of Palm Beach
County published a report which examined indicators across zip codes in Pam Beach County that
included the following categories:

e Percentage of low birth weight babies

e  Number of children on free or reduced lunch

e Number of child maltreatment calls

e  Number of children on the child care waitlist

e Percentage of teen births

e Percentage of women who do not get adequate prenatal care
e Percentage of premature babies

e Percentage of repeat births to teens

e Areas with 25% or more residents living in poverty

o Percentage of children scoring high risk on school readiness tests
e Percentage of children scoring not on grade level on FCAT
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As seen in Table 2, Lake Worth ranks lowest in the CSC’s study on 15 of the 17 indicators. This means
that Lake Worth had some of the highest figures for children who are on free or reduced lunch, the
number of children waiting for child care, the percentage of low birth weight babies, percentage of women
who don't get adequate prenatal care, the most child maltreatment calls, and the high percentage of teen
and repeat teen births.

Table 2

PBC Children’s Service Council - Impact of Poverty in Lake Worth
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Clearly, national and state economic conditions and the corresponding reduction of wealth in the
community over many years have had a devastating impact on the City of Lake Worth’s financial health.
It is clear that the City needs to take a fundamentally different approach in funding City services beginning
in FY 2011.

Part ll: Responding to the Challenge

The City Administration began preparing for the FY 2011 Annual Operating Budget in November 2009 by
comprehensively evaluating existing financial policies, long-term operating Departmental goals and
objectives, City Commission organization-wide initiatives and critical financial goals and objectives for FY
2011. Based on the economic conditions that the City of Lake Worth is facing today and into the future,
the Administration realized that making short-term reductions in spending over and above those initiatives
adopted in the FY 2010 Annual Budget would not sufficiently reduce the cost of government for FY 2011.
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During the preparation of the FY 2011 budget, the entire City Administration expended an extensive
amount of time and staff resources analyzing the City of Lake Worth'’s financial conditions and assessing
what steps the City needs to take to produce a balanced budget in FY 2011 and regain long-term control
of its finances. As clearly demonstrated, the City’s current and projected tax base will not generate
adequate property tax revenue to fund existing City services without making comprehensive and
systematic reductions in both the cost and scope of City services and contractual commitments. Because
of the community’s existing and projected high rates of unemployment, devalued property values, and
general loss of wealth, | recommended, and the City Commission supported, the continuation of the
current 4.9999 property millage. As indicated in Chart 10, the City’s 44.03% reduction in property tax
collection since FY 2008 clearly demonstrates that the Administration must reduce government spending
in order to keep pace with decreasing property tax revenue collections.

Chart 10
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The proposed FY 2011 Annual Operating Budget includes reductions in the following five major classes
of expenditures:

e Reduction of $1,221,206 of the Palm Beach Sheriff Office’s contract for police
protection as specified in the Law Enforcement Service Agreement (LESA) executed
with the Palm Beach Sheriff's Office in 2009;

e Deferral and possible reduction of $350,000 of the FY 2011 supplemental fire
protection payment to Palm Beach County Fire Rescue;

e Reduction of $1,500,000 by modifying benefit components of the General Employee
Defined Benefit Pension Plan;

e Reduction of $370,000 by modifying benefit components in the Police Department’s
Defined Benefit Pension Plan beginning October 1, 2011; and

e Decrease of $1,355,000 of personnel benefits and special compensation during FY
2011 to avoid employee layoffs and service reductions

These proposed expenditure reductions - totaling $4.8 million were critical to balancing the General Fund
and to reducing the cost of government for electric, water, sewer, and sanitation services provided to
Lake Worth residents currently suffering from high unemployment, increased number of home
foreclosures, escalating energy costs, and homeownership declining property values. However,
negotiating these cuts with the City’s three Collective Bargaining Units in conjunction with County
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government has not been popular or achievable without the strong support of all City Department
Directors, the Mayor and the entire City Commission.

Part lll: Proposed FY 2011 Expenditures

The City of Lake Worth’s annual budget consists of 32 separate funds that are further divided into 13
departments and 34 business units called Divisions/Activities which account for special revenues and
expenditures associated with providing specific City services. The FY 2011 Annual Operating Budget
includes a new Beach Development Fund to better account for all revenues and expenditures associated
with the redevelopment of the beach and the renovation of the Casino. To better manage all the diverse
business functions in this Fund, an additional three Divisions have also been created to account for
specific operations of the Municipal Pool, Beach, Pier, Parking system, and Casino construction.

Table 3

- FY 201 F 2011 crease { 1.:1’\_‘\‘,7“:_
228,975 ! 221,945 (7,030) 3.1%
576,347 394,663 378,890 (197,457) -34.3%

399,142 430,614 429,922 30,780 7.7%
50,000 = - (50,000) -100.0%

569,945 612,776 612,090 42,145 7.4%
1,404,840 1,084,615 1,101,865 (302,975) -21.6%
391,022 444,529 518,623 127,601 32.6%
751,320 406,906 406,034 (345,286) -46.0%
1,270,463 1,416,544 1,412,964 142,501 11.2%

15,824,276 14,085,644  14,322977  (1,501,299) -9.5%
2,585,301 2,205,301 2,438,456 (146,845) -57%
5,844,098 4,615,364 4610939  (1,233,159) -21.1%
2,753,862 1,590,904 1,688,734  (1,165,128) -42.3%
3.361.842 1.166.589 _ 1.189.281  (2,172,561) -64.6%

36,011,433 28,676,394 29,232,720  (6,778,713) -18.8%

74,269,801 68,763,113 72,452,647  (1,817,154) -2.4%
1,000,000 1,454,624 1,453,516 453,516 454%

42,107,609 19,813,370 29,206,738 (12,900,871) -30.6%
9,297,651 8,993,643 9,699,317 401,666 4.3%
7,402,992 5,977,763 6,091,904  (1,311,088) -17.7%

1,451,062 1,466,986 1,648,137 97,075 6.7%
823,152 394,703 394,027 (429,125) -52.1%

5,108,186 4,997,732 4,679,803 (428,383) -8.4%

1,000,000 1,177,088 1,177,088 177,088  17.7%

712,234 2,068,794 2,067,273 1,355,039 190.3%
3,090,827 4,091,168 4,620,468 1,529,641 49.5%
3,593,711 2,188,187 2,155,539  (1,438,172) -40.0%

- 936,188 935,127 935,127  100.0%
1,714,610 2,063,833 2,301,839 587,229  34.2%
891,619 600,000 2,417 847 1,526,228 171.2%

1,193,981 6,070,670 5,682,314 4,488,333  100.0%
6,333,859 1,333,544 3,809.414  (2,524,445) -39.9%
434,103 432,140 432,140 (1,963) -0.5%
460,000 - 3,445,000 2,985,000 100.0%
318,230 1,250,097 1,179,730 861,500 270.7%
197,215,060 162,750,037 184,982,688 (12,232,472) -6.2%
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As indicated in Table 3, the FY 2011 total departmental budget spending decreased by 6.2% compared to
the FY2010 Amended Budget.

During preparation of the FY 2011 Annual Operating Budget, each Department Director was asked to
closely scrutinize all expenditures and answer the question, “Can | do without this service or can | do it
cheaper?”. The answer to this question resulted in the elimination of most City fax machines (a savings of
$13,000); the elimination of a codification service in the City Clerk’s Office (a savings of $7,600), the
reduction of the cost of payroll processing by increasing the use of automatic debits and setting up
special banking accounts for employees who did not possess a checking account. The biggest reduction
in the FY 2011 Annual Operating Budget however, resulted from the projected decrease in personnel
expenses, namely salaries, pension benefits, and special compensation. As indicated by Table 4 the
total cost for personnel services in the proposed FY 2011 Annual Operating Budget has decreased by
6.2% as compared to FY 2010 Forecasted Expenditures.

Table 4
All Funds Expenditures Summary
FY 2011 Adopted Budget -vs- FY 2010 Amended Budget
Amended Adopted
Category Actual Budget Budget  Increase /
FY 2009 FY 2010 FY 2011 Decrease % Change
Personnel Services $34,564,054 529,893,388 $26,700,891 ($3,192,497) -10.7%
Operaling Expenses 89,743,162 104,170,458 102,614,876  (1,565,582) -1.5%
Non-Operating Expenses 17,716,303 14,937,239 14,599,769 (337470) -2.3%
Capital Outlay 2,933,649 48,213,975 41,067,052  (7,146,923) -14.8%
TOTAL 144,957,168 197,215,060 184,982,588 -512,232472  -652%

Failure to reduce the real cost of personnel in FY 2011 will result in substantial employee layoffs in FY
2012. The proposed FY 2011 Annual Operating Budget is based on the premise that reducing the cost of
employee benefits today is more acceptable to the community and current employees than having layoffs
tomorrow. It should also be noted that the Recreation Division, previously budgeted in the Public Services
Department for FY 2010, is now budgeted in a new Leisure Services Department for FY 2011. There are
no additional costs associated with the establishment of this Leisure Services Department, and this
Department will remain under the supervision of the Director of Public Services.

Table 5 shows the proposed expenditures of all Departments in their respective City Funds. It should be
noted that this Budget includes many funds that have not been presented in previous Lake Worth
budgets, including a new Special Revenue Fund (Beach) which accounts for all costs associated with the

Casino, pool, and beach operations.
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Table 5

$35,960,933 534,301,191 528,676,384  $29,232,720] -36,728213 18.7%

9,000 9,000 165,920 165,920 156920  17436%
823,152 702,301 394,703 394,027 (429,125) 52.1%

- = 936,188 935,127 935,127 100.0%

= 80,120 70911 911 911 100.0%

50,500 = . (50500)  -100.0%
243,830 243,830 306,015 305,883 62,053 25.4%
= - 418,174 417,939 417,939 100.0%
1,000,000 1,000,000 1,177,088 1,177,088 177,088 17.7%
891,619 891,619 600,000 2417847| 1526228 171.2%
1,193,981 123,311 6,070,670 5682314 4488333 375.9%
14,000 14,000 10874 10,874 (3,126) 223%
1,000,000 409,771 1,454,624 1453516 453516 45.4%
30,000 30,000 5,000 5,000 (25,000) -83.3%
10,000 10,000 60,000 60,000 50,000 500.0%

- - 8435 8435 8,435 100.0%

= - 19,144 19,144 19,144 100.0%

11,400 10,739 : (11,400)  -100.0%

= 28,010 60,863 60,883 60,883 100.0%

- 800 124,741 124741 124741 100.0%
434,103 434,103 432,140 432,140 (1,963) -0.5%
6,333,859 2,520,866 1,333,544 3800414 |  (2524,445) -30.0%
460,000 - = 3445000 2985000 648.9%
74,269,801 67225855 | 68,763,113 72452647 | (1,817,154) 2.4%
42,107,609 11006213 | 19,813,370 20206738 |  (12,900.871) -306%
9,207,651 6,622,188 8,993,643 9,699,317 401,666 43%
1,714,610 1,739,820 2,063,843 2,301,840 587,230 342%
7,402,992 6,807,651 5,977.763 6091904 |  (1311,088) A77%
3,000,827 1,556,140 4,091,168 4620468 | 1520641 49.5%
5,108,186 2,850,713 4,997,732 4,679,804 (428,382) -8.4%
1,451,062 1,206,524 1,466,986 1,548,137 97,075 6.7%
3,503,711 3,593,711 2,188,187 2155539 | (1438,172) -40.0%
712,234 721,714 2,068,794 2067273 | 1,355,039 190.3%
$146,149,190 _ $162,750,037 __ $184,082,568  ($12,232,472) 6.2%

In response to a reduction in projected FY 2011 General Fund revenue, the Administration has deferred
all non-critical capital outlay expenses and has substantially reduced personnel services expenses. This
proposed budget includes reductions in Personnel Services expenses of 17% over the budgeted
Personnel Services expenses in FY 2010.

Table 6

D

(2,058,516)

8,502

AT 1%

$18.,403,66 $12,037,108 $12,219,777 59,97
19,093,842 20,577,519 19,747,016 18,047,607  (2,529,912) -12.3%
486,202 143,926 86,202 54,400 (89,536) -62.2%
13,744 < - - - 0.0%
1,678 = - - - 0.0%
6,207,889 3,202,370 2,340,846 1,152,121 (2,050,249) -64.0%
$44,207,024 $35,960,933 $34,393,841 $29,232,720 ($6,728,213)  -18.7%
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The FY 2011 General Fund Budget has been heavily impacted by the reduction in most revenue sources
used to fund many critical services provided by the City of Lake Worth. As indicated by Chart 11, prior to
the merger of the Police and Fire Department with Palm Beach County, the City of Lake Worth allocated
66% of its total General Fund expenditures for personnel:

Chart 11
FY 2008 General Fund Expenditures

H Personnel Services
H Operating Expenses
O Capital Outlay

Personnel: $29,698,812

Operating: $7,382,702

Capital: $7,890,277

In FY 2011 public safety services will continue to be provided by Palm Beach County, and the City does
not have the ability to reduce personnel expenses by making those operations more efficient or by
collectively bargaining reduced employee compensation and benefits. As indicated in Chart 12 the FY
2011 General Fund expenditure allocated for non-public safety expenditures is now only 43% of total
General Fund expenditures.

As further indicated in Chart 12, the City’s largest General Fund expenditures in FY 2011 are for the
PBSO and PBFR public safety contracts. FY 2011 General Fund operating expenses are also projected
to increase due to the legal expenses associated with responding to home foreclosure cases, enforcing
City codes, negotiating with Unions, and modifying City pension plans.

Chart 12

FY 2011 General Fund Expenditures

M Police:
@ Fire:
O Remaining General Fund:

[ Capital Outlay:

Because the City now controls only $12.4 million of its FY 2011 General Fund expenditures, the City will
need the consent and approval of the Palm Beach County Sheriff's Office and Palm Beach County Fire
Rescue to reduce future contractual costs for their respective services. Due to the large percentage of
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non-discretionary General Fund expenditures associated with contractual obligations for police and fire
protection, the City must reduce discretionary FY 2011 non-public safety personnel costs and consider
new non-Ad Valorem revenue sources.

To realign the current cost of City government to the available resources in the community and to reduce
the long term cost of City services on burdened City residents, the Administration is proposing major
reductions in spending in four critical areas involving law enforcement, fire protection, City pension
programs, and personnel services.

PBSO Law Enforcement Service Agreement

In FY 2008, (August 28, 2008) the City of Lake Worth and the Palm Beach County Sheriff's Office entered
into a contract entitled “Agreement for Law Enforcement Services By and Between the Palm Beach
County Sheriff's Office and the City of Lake Worth,” (LESA) which provides for all City’s law enforcement
services. In accordance with Article 2- Level of Services, Section 2.1 (c) this includes:

“municipal police departments, which include receiving of 911 calls, dispatch of calls for
law enforcement services, arrest of criminal offenders and citations issued to traffic
violators, code enforcement PAL, traffic control, testifying in court, community policing,
high visibility patrol within the CITY (including all CITY facilities and parks), and other
duties in accordance with the SHERIFF'S general orders, the CITY Charter and
Ordinances, Palm Beach County Charter and Ordinances that are applicable within the
CITY, and statutes of the State of Florida”.

Residents in the community have been very satisfied with the law enforcement services provided by
PBSO and the positive impact they have had in addressing criminal activities in the community.
Residents who have lived in the City for many years have personally expressed to me the improved
quality of law enforcement that is provided by PBSO compared to that provided by the City of Lake Worth
Police Department. At the time the LESA was executed, the City agreed to pay $13,851,472 annually plus
an annual increase not to exceed 7% in FY 2011. As per this agreement, the City is responsible for
maintaining and keeping in good repair the building and ground maintenance, pest control, alarm service,
and janitorial services for the former Police Station which now serves as the District 14 Office for PBSO.
After the LESA was approved PBSO accepted responsibility for all employment benefits of the City’s
former Police Department employees except for those employees who elected to remain in the City’s
much richer pension plan:

“All employees electing to remain with the CITY pension shall be bound by said pension
and Chapter 185 except that all contributions shall be made by the SHERIFF on behalf of
the employee, not to exceed the total employer/ employee contribution as required by
FRS. In the event the CITY pension plan exceeds the FRS, the CITY is responsible for
the additional contribution”

In January 2010 the Administration realized that projected General Fund revenues would not be sufficient
to cover all the costs associated with the approved LESA. After extensive discussions between the City
Manager's Office and PBSO, the total cost for law enforcement services for FY 2011 has been reduced
by $1,221,206. This has been accomplished due to the elimination of three Lieutenants, one Sergeant,
three Deputies, and two Communications Officer positions in the Lake Worth District Office as set forth in
Table 7:
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Table 7

1
3
12
1
64
4 3
1 1
12 10
4 4
2 2
1 1
1 1
1 1
1 1
1 1
1 1
3 3
1 1
10 10
2 2
1 1
133 124

During the concluding months of FY 2010 the City and PBSO engaged in numerous discussions
regarding the proposed FY 2011 law enforcement budget and my request for further cost reductions.
Unfortunately, PBSO is facing the same financial constraints as the City of Lake Worth and was unwilling
to reduce the contract cost or any additional service level reductions. In accordance with Article 6, Section
6.1 of the LESA, the City Commission approved an amendment to the agreement for a total FY 2011 cost
of personnel and equipment of $13,176,268 with monthly payments of $1,098,022.33. Based on City
Commission direction, the Administration will begin a preliminary staff analysis of options and alternatives
to providing law enforcement services in FY 2012. These options will include, but not necessarily be
limited to, the following:

e Future negotiated reductions in FY 2012 cost and/or services with the Palm Beach
Sheriff s Office

e Fully reconstituting the Lake Worth Police Department and terminating parts or the
entire Law Enforcement Service Agreement

e Partially reconstituting the Lake Worth Police Department and partnering with other
municipal law enforcement agencies and/or the Palm Beach Sheriff's Office for dispatch
and/or records management services

e Establishing a Public Safety Department and partnering with other municipal law
enforcement, fire and EMS provider agencies and/or the Palm Beach Sheriff's Office for
dispatch services, records management services, fire protection services and
emergency medical services.
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In accordance with the Law Enforcement Service Agreement, the City may terminate the Agreement with
or without cause upon written notice to the Palm Beach Sheriff's Office. Written notice must be delivered
by June 30, 2012 in order for termination to be effective on October 1, 2012. Since the current agreement
has exceeded twelve (12) months since its execution on August 8, 2008, the City does not have to pay
the FY 2009 $130,000 cancellation charge, but might be required to compensate the Sheriff's Office for
services rendered or equipment purchased through the date of termination. Upon the expiration or earlier
termination of the Agreement, the Sheriffs Office must return to the City all previously transferred
furnishings, equipment, vehicles, radios and facilities used by the Sheriffs Office in performing law
enforcement related services, free and clear of all liens, or the value agreed to on the inventory transfer
sheet at the time of re-transfer of such equipment, vehicles or facilities. In accordance with Article 14 of
the Law Enforcement Contract, in the event of the termination or expiration of the Agreement, the Sheriff
and the City agree to cooperate in good faith in order to effectuate a smooth transition.

Interlocal Agreement for Fire Protection and Emergency Medical Services

On April 07, 2009, the City of Lake Worth approved the “Interlocal Agreement for Fire Protection and
Emergency Medical Services” which established the Fire/Rescue Municipal Service' Taxing Unit as a
mechanism for the provision and funding of County Fire protection and emergency medical services in
the City of Lake Worth. In accordance with Section 6A of the Agreement, the City’s former Fire
Department employees were transferred and merged into, and became permanent-status employees of
the County Fire/Rescue Department. The City, through the City Manager, was given the authority to
oversee and monitor the County's performance of fire-rescue services within the City, but the rendition of
services, standards of performance, discipline of County officers and County employees, and all other
matters incidental to County's control of its personnel and the performance of services, including but not
limited to equipment, facilities, agreements for automatic/mutual aid, and implementation of its policies
and procedures, resides with the County.

The County, by and through the Fire Rescue MSTU, provides within the city the personnel and equipment
necessary to provide fire suppression, emergency medical services, special operations, hazardous
materials response and mitigation, emergency communications, confined space rescue, dive rescue, fire
code inspections and testimony related to the agreement, response to all subpoenas related to fire rescue
activities, arson investigation, new construction inspection, community education programs, and all other
emergency and non-emergency services generally provided by Palm Beach County Fire-Rescue.

Under the terms of the agreement, the City leases the Fire Station to the County for $1 per year,
maintains the grounds and parking lots and makes all repairs to the building that exceed $15,000. The
agreement requires the County pay to Lake Worth $500,000 to replace the assets it obtained from the
merger if the agreement is ever terminated.

To offset the costs incurred by the County in employing the City’s former employees, the City agreed to
pay to the County, on an annual basis, supplemental funding in the amount $700,000 for the first two
years of the contract, $900,000 for the third and fourth years, and $1,300,000 per year for the remaining
term of the Agreement. This supplemental funding requirement in FY 2009 thru FY 2012 was reduced in
“consideration for the $400,000 annual reduction in employee pay for those same years, which was
represented by the Union” and is to be paid in four equal payments in December, February, April and July
of each year of this Agreement. If any such payment is not timely paid, then the County shall have the
right to terminate the Agreement.”

Many residents familiar with the operation of the City of Lake Worth Fire Department have communicated
to me their belief that the City is getting a high level of fire protection from the PBFR at a lower cost than
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was possible when operated and managed by the City of Lake Worth. Many residents have also
conveyed that the Fire Department merger was necessitated by the need to eliminate the high cost of
annually funding the Fire Department pension program.

At the time the City executed the fire merger agreement, the MSTU Millage was estimated at 2.95 and to
generate $4.384 million. However, after the agreement was executed, the MSTU millage that was
required to fund the merger agreement was reset at 3.5062 which represented an increase of 18.9% over
the originally anticipated millage rate. This modified millage was made due to the decline in property
values in Unincorporated Palm Beach County. In FY 2011, the adopted MSTU millage is 3.4581 which is
13.2% below roll-back. This MSTU millage is included in the calculation of the City’'s maximum
constitutional FY 2011 tax mill levy. Given the reduction of General Fund revenue (especially property
tax), the proposed FY 2011 budget allocates only $300,000 for the supplemental fire payment to Palm
Beach County. Unless the City is able to reduce non-public safety FY 2011 General Fund spending, the
City will need to formally request that Palm Beach County renegotiate this Fire Merger contract cost. If
Palm Beach County is unwilling to reduce or defer this special fire supplemental payment (in whole or in
part) and the City is unable to reduce other FY 2011 General Fund spending the City will need to re-
evaluate other options for obtaining or financing future fire protection in FY 2012.

Based on City Commission direction, the Administration will begin a preliminary staff analysis of options
and alternatives to providing fire protection and emergency medical services in FY 2012. These options
will include, but not necessarily be limited to:

e Moadification of the Interlocal Agreement for Fire Protection and Emergency Medical
Services to eliminate the supplemental fire payment for the remaining term of the
Agreement _

o Fully reconstituting the Lake Worth Fire Rescue Department and terminating parts or the
entire Fire Protection and Emergency Medical Services with the Palm Beach Fire Rescue
Department

o Partially reconstituting the Lake Worth Fire Rescue Department and partnering with other
municipal fire protection agencies and/or the Palm Beach Fire Rescue Department for
dispatch and/or emergency medical service

o Establishing a Public Safety Department and partnering with other municipal law
enforcement, fire and EMS provider agencies and/or the Palm Beach Fire Rescue
Department for dispatch services, records management services, fire protection services
and emergency medical services.

In accordance with the Fire Protection and Emergency Medical Services Agreement, the City, upon
written notice to the County prior to August 1, 2012, may withdraw from the Fire/Rescue MSTU. In this
event, the Agreement automatically terminates effective October 1 of the following calendar year and the
City must pay to the County $500,000 with 90 days after October 1 prior to the termination. This payment
from the City is “in consideration for employee leave balances that were transferred to the County and for
other start-up costs incurred by the County’. The County may also be responsible for paying the City
$500,000 for the assets that were transferred to the County with the merger of the Lake Worth Fire
Rescue Department.

The reconstitution of the City’s public safety departments in FY 2012 or future years (in whole or in part)
will have substantial financial and political ramifications in the community. The approved FY 2011 budget
does not provide any funding to obtain the professional services that will be necessary to
comprehensively analyze all the direct and indirect costs and savings associated with the various options
that have been outlined in this budget message. As indicated during the City Commission’s review of the
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FY 2011 budget, the City’'s projected revenues and community tax base is insufficient to pay the projected
cost of law enforcement and fire protection charged by, and agreed to by, the Palm Beach County
Sheriff's Office and Palm Beach County Fire Rescue.

Pension Plan Modifications

Like many cities across the nation, Lake Worth is struggling to manage substantial costs associated with
its city pension plans and historically generous retirement benefits. Without any plan modifications, the
City’s FY 2011 total estimated contribution for employee pension contributions was estimated at $7.4
million. One of the provisions most misunderstood by many residents concerning contracting for police
and fire services with Palm Beach County is the belief that these interlocal agreements released the City
of future pension obligations and benefits. In both the Police and Fire contracts, City employees were
given the option to continue participating in the City's pension program or join the Florida Retirement
System. Because of the rich benefits provided in the City pension plan, 102 employees elected to stay in
the City’s pension program.

As indicated in Table 8, the FY 2011 Total Unfunded Actuarial Accrued Liability of the three pension plans
would have exceeded $58 million if benefits were not reduced and eligibility standards modified. Because
pension benefits have been so rich and the age to actually retire so low, there are more general
employees collecting city pensions than there are current employees contributing to the plan. In the Fire
Pension Plan the required FY 2011 City contribution exceeds the annual covered payroll by nearly
$546,000.

Table 8
FY 2010 CITY PENSION CONTRIBUTION

Description General Employees Police Firefighters
Retirees/Beneficiaries 301 82 57
Active Members 288 40 17
Total Payroll $13,274,952 $2885722  $1,300,166
FY 2010 City Contribution $4,056,252 $1,544809  $1,705,530
Unfunded Actuarial $30,644,940 12,803729  $15,313,639
Accrued Liability o $12.803, s
% of Payroll 29 42% 20.92% 152.13%

As indicated in Table 9, as a result of the investment losses sustained by each of the plans for fiscal
years 2008 and 2009, the City’s estimated contribution for the three pensions was projected to increase
to $8.9 million between FY 2011 and FY 2016.

Table 9
PROJECTED INCREASE IN CITY CONTRIBUTION
(Due to losses In FY 2008-2009)
Fiscal Year = General Employees Police Firefighters
2011 N/A N/A $174,000
2012 $320,000 $134,000 $317,000
2013 $637,000 $266,000 $458,000
2014 $1,003,000 $413,000 $617,000
2015 $1,118,000 $464,000 $671,000
2016 $1,150,000 $479,000 $687,000

After analyzing the current and future cost of the City’s three pension plans it is clear that previous
pension benefits promised by the City are unsustainable given the City’s current and projected FY 2011
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revenue resources. In response to the City’s declaration of Financial Urgency, this adopted budget
includes substantial reductions in pension benefits to the general employee and police officers retirement
plans as outlined in this budget transmittal letter.

General Employee Retirement Pension

Like most other city and county governments, the City of Lake Worth provides its employees with a
defined benefit pension plan benefit. In a defined benefit pension plan, an employer commits to paying its
employee a specific benefit for life beginning at his or her retirement. The amount of the benefit is known
in advance and is usually based on factors such as age, earnings, and years of service. The employer is
responsible for making the decisions regarding how much money to contribute and how to invest it.
Employer contributions to the defined benefit plan are based on a benefit formula that calculates the
investments needed to meet the defined benefit. These contributions are actuarially determined.
Actuaries use statistical analysis to calculate the costs of future risks. The calculation takes into
consideration the employee's life expectancy and normal retirement age, possible changes to interest
rates, annual retirement benefit amount, and the potential for employee turnover.

There are currently 288 employees participating in the City’s General Employee Retirement Plan based
on a $13,275,000 payroll. The average annual payroll of participating employees is $46,090. The average
age of City employees in the plan is 45.4 years with 8.1 years of past services. The average age of
employees beginning their employment with the City is 37.2 years. The General Employee Retirement
System is administered by a five member Board of Trustees who has a fiduciary responsibility to ensure
that assets in the plan are sufficient to pay for promised benefits outlined in the City’s pension ordinance.
In FY 2010 the Board approved a number of changes in Plan assumptions, which have impacted the cost
of the pension plan:

e Lowered the assumed rate of return, net of investment related expenses, from 8.5%
to 7.75%

e Revised the assumed annual salary increases to reflect both a uniform inflation rate
and a service based component

e Adopted new rates of assumed employment termination based on service and age

e Adopted new rates of retirement that more closely reflect the experience of the Plan.

These plan assumption changes will be phased in over a five year period which has resulted in the City’s
Annual Required Contribution to increase by 1.45% of covered payroll FY 2011. Similar increases are
expected over the next four years. As indicated in the FY 2009 Actuarial Valuation Report, there was a
net actuarial loss of $4,259,699 for the year resulting in an actual experience less favorable than the City
had expected. The loss is primarily due to a lower than expected return on investments. Based on the
actuarial value of assets, the net investment return was 3.6% versus an expected return of 8.5%. The
actuarial experience translates into a cost increase of 2.90% of covered payroll. As noted by the Board’s
Actuary, if market value had been the basis for the valuation, the City contribution rate would have been
36.69% of pay.

In response to this escalating cost, the City contracted with the actuary firm Cavanaugh Macdonald
Consulting, LLC to independently analyze the City pension program and make recommendations for
reducing current and future pension costs. Cavanaugh Macdonald Consulting, LLC initially recommended
the adoption of a defined contribution pension program but this option did not generate the sufficient
budgetary target goal of $1,800,000 in pension cost reductions. After additional analysis, Cavanaugh
Macdonald Consulting recommended that the City consider modifying the benefits offered in the current
plan regarding the benefit multiplier, years of service for final compensation, retirement years of service
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and the elimination of a cost of living adjustment. The City considered twenty-three different plan options
which all had different projected savings. The three plan options which received the most extensive
analysis focused on a 2.0% multiplier and modified years of service requirements. Table 10 shows these
options compared to current benefits offered by the City's pension plan.

Table 10
PENSION PLAN PROPOSALS /| SCENARIOS
City
4 Current F ion Board A City A

Factors Plan Prop P Plan

Benefit Multiplier (% Per Yr of Service) 3% 2% 2% 2%
Jalmh’!.on Ll Highest 2 Yrs Highest 5 Yrs Highest 5 Yrs Highest 5 Yrs
Years of Service for Normal Retirement 20 yrs 25yrs / Age 50 30 yrs / Age 55 30 yrs / Age 55

Protection Provision within a certain #

N/A

or
10 yrs / Age 65

or
10 yrs / Age 65

or
10 yrs / Age 65

of years of Retirement N/A 2yrs None 5 yrs
1/2 Actuarial
Cost of Living Adjustment (COLA) Gain No No No
Contributory Yes Yes Yes Yes
Estimated Savings - 1,243,000 1,330,000 1,269,000
Estimated Cost of Plan based on 2009
A Study 4,056,000 2,813,000 2,726,000 2,787,000

Completed 11/1/2010

The General Employee Pension Plan modifications that were approved and adopted by the City prior to
the end of FY 2010 balanced the need to reduce the City’s total FY 2011 employer contribution with the
impact that plan modifications would have on employees within five years of retirement.

Police Officers Retirement System:

There are currently 40 employees participating in the Police Officers Pension Plan Division | based on a
$2,885,722 payroll. The average annual payroll of participating employees is $72,143. The average age
of employees in the plan is 42.4 years with 14.7 years of past services. The average age of employees
beginning their employment with the City is 27.7 years. The Police officers Pension Plan Division | is also
administered by a five member Board of Trustees who has a fiduciary responsibility to ensure that assets
in the plan are sufficient to pay for promised benefits outlined in the City’s pension ordinance. Without
plan modifications, the FY 2011 contribution to the Police officers pension plan Division | was estimated
to be $1,544,609 and expected to raise at least a total of $1,756,000 over the next 5 years. In order to
reduce the City’s FY 2011 Police Pension obligations, the Administration identified five options that would
reduce the City’s annual contribution by $15,000 to $305,000 per year (Table 11).

Table 11
POLICE PENSION PLAN PROPOSALS / SCENARIOS
___ Factars_ Current Plan Option 1 Option 2 Option 3 Option 4 Option 5
Benefit Accrual Rate
% Per Yr of Service) 3% 2% 2.4% 2% 2.4% 2.75%
Average Final Avg Highest Avg Highest Avg Highest Avg Highest Avg Highest Avg Highest
Compensation 2Yrs 5Yrs 5Yrs 5Yrs 5Yrs 6 Yrs
3 : 20 yrs
(Years of Service) or
i P2y 10 yrs +
£4TE 2% Age=75 25 yrs/Age 50 25 yrs/Age 50 25 yrs/Age 50 25 yrsiAge 50 25 yrsiAge 50
225 or or or or or
RaL L2 10 yrs/Age 65 10 yrsiAge 65 10 yra/Age 65 10 yrsfAge 65 10 yrs/Age 65
Employee Protection Within 2 Within 5 Within 2 Within
R ey 2 A N
(N&Il‘ﬂl&!i\lem) N e hlond yrs yrs yrs 5yrs L
WW $30.00 /yr Nene None None Nene None
: Approx;
Savings { yr (8) N/A $305,021 NIA 153,232 133,321 131,878 115,141 $15,000
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After extensive discussion concerning the possibility of using a portion of the insurance premium revenue
received from the State of Florida to offset the additional cost for benefits, the City Commission approved
reducing the plan’s multiplier, average final compensation and eligibility provisions outlined in Option 1 to
take effect in December 2010 if the City was unable to obtain approval from plan participants to use state
insurance premium funds to reduce the City’s projected FY 2010 pension calculation. As of the
finalization of this budget, these talks are ongoing and the final resolution is still to be determined. These
plan modifications if implemented, will only change future plan benefits and will not reduce benefits
already earned by current plan participants. This action will save the City approximately $305,000 in FY
2011. It should be noted that changing the pension benefits of the City’s Police Pension Plan may result
in vested employees deciding to take an early retirement as well as the loss of state contributed
insurance premium revenue.

Firefighters Retirement System:

There are currently only 17 employees participating in the Fire Pension Plan based on a $1,309,166
payroll. The average annual payroll of participating employees is $77,010. The average age of City
employees in the plan is 42.1 years with 12.3 years of past services. In approving the Interlocal
Agreement for Fire Protection and Emergency Medical Services entered into with the County in 2009 the
City has agreed not to initiate any action which would be detrimental, in any fashion, to the interest of the
County or which would affect or threaten the actuarial soundness and the continuation of the Fire Pension
Plan without the express approval of Palm Beach County. Therefore, this adopted budget contains no
reduction in benefits in the Fire Pension Plan. However, due to the significant demographic change from
the merger with Palm Beach County there have been extensive changes in the actuarial methods and
assumptions to the Fire Pension which have had a profound impact on the funding requirements. Based
on these changes the City’s required FY 2011 employer contribution exceeds $1.5 million and is,
152.13% of covered payroll!

A major contributor to the substantial unfunded accrued liability in the Fire Pension has been the Pension
Board’'s unilateral decision to redefine the definition of “average final compensation” to include
accumulated sick and vacation leave in computations of annual pay for purposes of determining average
final compensation. The City has been aware of this practice for a number of years but previous
Administrations have been reluctant to challenge this decision for a number of non-financial reasons.
Irrespective of past Administrative reluctance to address this problem, it is clear that the City of Lake
Worth Code of Ordinances defines "average final compensation" to mean the average annual
compensation of the highest two (2) years of annual pay received by a member in the last five (5) years
immediately preceding retirement, termination, or death”. Under the City's personnel policies, employees
are permitted to accumulate unused sick leave, vacation leave and compensatory time and upon
termination of employment employees receive a payout of their accumulated leave, subject to certain
restrictions.

The inclusion of payouts of accumulated leave in the computation of average final compensation has
significantly increased Fire Department personnel’s retirement benefits. Because the Fire Pension Board
is an independent Board and not subject to oversight of the City Manager or City Commission, the City
has filed for a declaratory judgment to stop this practice and recover funds improperly paid to plan
participants. It is the City’s position that the Board's actions violated the express terms of the Retirement
Plan and exceed the scope of the Board's power. It is the Administration’s contention that the City is
entitled to an interpretation of the Plan document by the Board in accordance with the express terms of
the Pension ordinance. The City has taken this unprecedented legal action because the Board disagrees
with the City’s interpretation of the Plan. The proposed budget is based on the City making the projected
actuarial contribution based on the current valuation; including the current definition of average
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compensation. The City is not in a position to estimate the total financial impact on the Fire Pension using
the correct definition of average compensation or the reduction in the actuarial valuation once these funds
are recovered and credited back to the Pension plan.

Table 12

29.42%

12.02%

5.00%

17.02%

-17.40%

Personnel Service Costs

Like most governments, Lake Worth spends a considerable amount of its resources on personnel
services As indicated in Table 13, since FY 2009 the City of Lake Worth has eliminated 14 non-public
safety positions since FY 2008 due to early retirement incentive programs, reduced service levels, the
deletion of management and supervisory positions, and employee layoffs.

Table 13

103 94

30.25 26.25 28.25 28.25
11.85 11.35 12475 13.45
34 34 3.275 23

573.50 395.00 361.10 359.14
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In October, 2010, the City of Lake Worth communicated a State of Financial Urgency to its three
Collective Bargaining Unions (Professional Managers and Supervisors Association (PMSA), Professional
Employees Union (PEU) and the International Brotherhood of Electrical Workers (IBEW) and attempted
to begin the FY 2011 collective bargaining process but was unsuccessful in convincing them to begin
negotiations. In response to the City’s Declaration of Financial Urgency, the Union filed charges with the
Public Employees Relations Commission alleging that the City violated Florida Statute by the improper
invocation of this declaration stating the City’s:

"unilateral insistence upon following that statute when it knew or should have known that
there were insufficient grounds for doing so," using the invalid claim of financial urgency
to "pressure the Union into conceding to its demands for employee concessions,"
bargaining from a fixed position, engaging in "shadow bargaining,"” and failing to sign or
recognize the existence of an agreement struck by the parties”.

After months of delay, Public Employees Relations Commission ruled in favor of the City regarding its
declaration of financial urgency and the process of collective bargaining began with each of the three
unions. As ordered by the Public Employees Relations Commission, bargaining with the PMSA and PEU
began in August but was unsuccessful and the City declared an impasse to the negotiations. In response
to this formal declaration of impasse, the PMSA and PEU filed additional charges with the Public
Employees Relations Commission alleging that:

“The City's bargaining team was neither prepared, nor authorized to engage in good faith
bargaining in that they had no specific proposals regarding any major economic issues,
including employee health insurance, wages or pension benefits. On multiple occasions
during the August bargaining sessions, the Union bargaining teams provided the City
proposals to address the City's stated concerns about employee sick leave and
employee pension plans. In response to each proposal, and at the direction of the City
Manager, the City bargaining team rejected the Union's proposals and offered the Union
no counter proposal. Throughout the bargaining session, the City bargaining team
demanded concessions and the elimination of every economic provision currently
contained in each Union's respective collective bargaining agreement. Although the City
had previously declared financial urgency, the City bargaining team did not offer a single
wage proposal and could not respond to the Union's proposals because the City claimed
that it would not have the information it needed to respond until sometime in November’.

In response to these allegations, on September 28, 2010, the Public Employees Relations Commission
denied the Union's request to stay the City’s Declaration of Impasse and ordered the impasse resolution
process to proceed as dictated by Florida Statutes. When an impasse occurs, the City or the Union, or
both parties acting jointly, may utilize a mediator to assist in the resolution of the impasse, or may request
that the Public Employee Relations Commission appoint a Special Magistrate acceptable to both parties.
The City requested the appointment of a Special Magistrate to conduct a hearing and render a
recommended decision with the objective of achieving a prompt, peaceful, and just settlement of disputes
between the parties.

In these proceedings, the special magistrate weights factors, among others, including:
e Comparison of the annual income of Lake Worth employees to private sector employees
e Comparison of the Lake Worth employees to other employees in comparable size cities in Florida
e The interest and welfare of the public
e  Availability of funds
e Comparison of employees in other trades or professions with respect to:
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e Hazards of employment

e Physical qualifications

e Educational qualifications

e Intellectual qualifications

e Job training and skills

e Retirement plans

e Sick leave, and job security.

On September 17, 2010, The Special Magistrate’s recommended order was received by the City granting
all of the City’'s economic concessions except for the single recommendation that the pension reduction
approved by the City be rescinded pending additional collective bargaining. By law, the recommendations
by the Special Magistrate are deemed approved by the parties for the purpose of resolving the impasse
unless the determination is specifically rejected by either party by written notice filed with the Public
Employee Relations Commission. Because of the recommendation concerning the reduction of pension
benefits, the City rejected the Special Magistrate’s order. Once the recommendation was rejected by the
City the Special Magistrate process was waived and the impasse was resolved by the City Commission
on September 21, 2010. As outlined by State law, the Special Magistrate’s findings of fact and
recommended decision together with the Human Resources Department’'s recommendation for settling
the disputed impasse issues was provided to the City Commission. In accordance with the statutes, the
Commission conducted a public hearing, during which the City Administration and Unions were given an
opportunity to explain their respective positions. Surprisingly, the Union refused to participate in this
impasse process before the City Commission, citing:

“There is no valid financial urgency under Section 447.4095, Florida Statutes (2010), and,
even if there were, there is no lawful impasse because the PMSA (and PEU) accepted
the City's final offer on August 19, 2010, and the resulting tentative agreement was
submitted for ratification on September 28, 2010. As a result, the PMSA (and PEU) has
declined to participate in this unlawful impasse resolution proceeding. The PMSA (and
PEU) adheres to this position and will not be present at any legislative body hearing
purporting to resolve a non-existent and illegal impasse. Accordingly, the PMSA (PEU)
objects to the City Commission taking any action regarding the Special Magistrate's
recommendations other than directing the City Manager to resume negotiations”.

As provided in law, once the City Commission hears from both the Administration and the Union it is
authorized to take such action as it deems to be in the public interest, including the interest of the public
employees involved, to resolve all disputed impasse issues. Based on the City’s Declaration of Financial
Urgency, the City Commission approved the following budgetary reductions in personnel services:

Table 14
PEU / PSMA PERSONNEL REDUCTIONS

Descriptlon/Category Projected Savings|
Tampm Assignment Pay 225,000
Involuntary Demotion -
Elimination of Comp-Time 35,000
Revision in Over-time Calculations 181,000
Elimination of Birthdays 20,000
Revised Vacation Limits 210,000
Elimination of Bonus Day 14,000
Elimination of Sick Leave Payout 271,000
‘Employee Health Plan Contribution 100,000
Revision in Longevity Pay 169,000
Pension Benefit Reductions 702,195

TOTAL 1,927,195
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Following the resolution of the disputed impasse issued by the City Commission, the City and the Unions
are required to reduce to writing an agreement which includes those issues agreed to by the parties as
well as those disputed impasse issues resolved by the City Commission’s action. The agreement is
executed by both parties and submitted back to City Commission and Unions’ members of the bargaining
unit for ratification. If the agreement is not ratified by the respective Unions, the City Commission’s action
shall take effect for the remainder of FY 2011.

Contrary to the continuous collective bargaining that took place between the City and the PMSA and
PEU, the IBEW collective bargaining team has been attempting to negotiate a new agreement with similar
reductions demanded from the other labor unions. These contract talks are expected to be complete by
the end of November. It is my hope that the City can avoid imposing a contract on the IBEW for FY 2011.
As anticipated, the impasse process has been highly contentious and has undoubtedly stressed and
strained the City’'s working relationship with its collective bargaining units. However, these changes are
necessary and proper to avoid further labor reductions in City positions, hours of work health care and
other benefits.

BUDGET PREPARATION AND CAPITAL PLANNING

One of the first recommendations | made to the City Commission after being appointed City Manager was
the establishment of an Office of Management and Budget to replace the Purchasing Division in the
Department of Administrative Services. The creation of the Office of Management and Budget has been
critical to implementing a policy orientated City budget with performance and work load indicators,
establishing a five year Capital Improvement Budget, improving grant acquisition and administration, and
professionalizing the management of large complex capital projects such as the construction of the new
water plant and the redevelopment of the Casino and Beach landscape.

Prior to the establishment of the Office of Management and Budget, these critical management processes
were decentralized and unsophisticated. The role of the Office of Management and Budget is to both
assist departments with purchasing supplies and services as well as evaluating opportunities for
improving operational performance, efficiencies and effectiveness. Staff from the Office of Budget and
Management is expected to introduce best practices into City operations as well as coordinate the
preparation and administration of the budget.

Since the establishment of the Office of Management and Budget, some residents in the community have
expressed concern regarding the cost of staffing and the need for this level of analysis and evaluation
given the City’s economic condition. However, as Table 15 shows, after accounting for the positions and
consulting contracts deleted from the budget in FY 2009, the City actually reduced the total cost for
personnel and operating expense when this function was established.

With the creation of the Office of Management and Budget, the city has finally been able to develop and
adopt a long-term capital improvement plan to better assist the administration fund and maintain city
infrastructure.
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Table 15

Salary Benefits Sub-Total
124,008 21,760 145,768
69,735 20,773 90,508
38,023 16,709 54,732
43,047 20,259 63,306
33,153 15,708 48,861

- 48,000 48,000
307,966 143,209 451,175

Salary Benefits Sub-Total
83,241 34,866 118,107
43,174 21177 64,351
55,167 18,813 73,981
55,146 23,001 78,147
50,141 12,334 62,475
286,869 110,191 397,060

Capital Improvement Plan

As shown in Chart 16, the total five year (FY2011 — FY2015) projection cost for critical capital projects is
approximately $100 million. The Capital Improvement Program schedule reflects the costs of capital
improvements throughout the city for the next five years and includes only projects in excess of $25,000;
and will be part of the city’s Comprehensive Plan for FY 2011. As shown in Table 17 and 18, out the $44
million dollars in capital projects for FY 2011, $19 million was carried forward from FY 2010 and
represents projects still in progress.

The major capital projects approved for FY 2011 that are of critical importance are the Park of Commerce,
Beach Redevelopment project, the Casino Building renovation, and the Reverse Osmosis Plant.

Table 16

l 1 FY 20 3 UTS=14 Y 5-Yr Total
158,000 1,100,000| 2,200,000 2,200,000 2,200,000 7,858,000
8256926 | 4676500 3,000,834 | 2596600 | 1974000 20,504,860
6539438 | 6,853,000 268,261 70,000 - 13,730,699

29439959 | 10,614,950 | 5007200 6210516| 5050000 56412625
369,665 376,500 246,500 204,500 304,500 1,501,665
$44,763,988)  $23,620,950| $10,812,795] $11,281,616]  $9,528,500| $100,007,849)|

9.53%] 100.00%]

44.76%] 23.62%) 10.81%)| 11.28%)|

The major capital projects slated for FY 2011 that stands out are the Park of Commerce, Beach
Redevelopment project, the Casino Building renovation, and the Reverse Osmosis Plant.
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Table 17

FY 2010- Y 2011-1 Y 2012-13  FY 2013-14 FY 2014-15 5-YrTotal
158,000 | 1,100,000

2,200,000 2,200,000

2,200,000 7,858,000

1,185,750 = = > = 1,185,750
723,000 500,000 600,000 600,000 600,000 3,123,000

= 101,000 58,500 120,600 74,000 354,100
2,947 843 | 1,710,000 526,000 59,500 = 5,243,343

2,229,018 | 1,565,000 1,425,334 1,415,000 925,000 7,559,352
1,066,215 700,500 391,000 401,500 375,000 2,934,215

398,885 390,000 - - = 788,885
105,100 = = = > 105,100
2,695,553 | 3,508,000 268,261 70,000 = 6,941,814
3445000 ( 2,555,000 = = = 6,000,000
2,801,966 | 1,225,000 - = = 4,026,966
915,000 = = = = 915,000

4,298,396 | 6,534,150 | 2,461,000 3,711,000 | 4,500,000 21,504,546
986,400 594,000 318,200 905,216 150,000 3,053,816
17,616,682 572,000 = 944,300 = 19,132,982
2,362,541 531,000 818,000 150,000 150,000 4,111,541
458,974 958,800 | 1,500,000 500,000 250,000 3,667,774
369,665 376,500 246,500 204,500 304,500 1,501,665
44,763,988 | 23,620,950 | 10,812,795 | 11,281,616 | 9,528,500 | 100,007,849

Table 18

$7,800,000 7,858,000 58,000
13,993,600 20,504,860 6,511,260
15,855,739 13,730,699 (2,125,040)
41,722 552 56,412,625 14,690,073

1,418,500 1,501,665 83,165
80,790,391 100,007,849 | $19,217,458

PartIV: FY 2011 Resources

As shown in Table 19, total estimated revenues for all City Funds for FY 2011 are projected to increase
only by 1.6% compared to the FY 2010 Budget. While Building Permit Funds continue to be impacted by
the depressed economy and decline in new constructions, the City’s Enterprise Funds are projected to
remain stable in FY 2011.




City Manager Budget Message

$38,491,873

11,883
972,693
0

531
14,441

0
292,957
1,138,317
0

7,500

0

24,752
12,755
0
11,957
4,140
10,352
5,168

400,278
2,660,442

60,529,368
11,887,933
5,929,009
1,891,080
6,436,200
1,544,646
4,647 481

1,091,212
3,845,546

Table 19

$34223757

9,000
484,373

10,000

216,000
868,183

10,000
1,000,000

2,100

4,000

433,102
2,191,500

63,402,562
12,263,263
5,559,011
1,632,536
6,685,740
1,666,000
4,834,407

1,354,655
3,593,711
712,234

()

$32517615  $29

9,000
113,377

10,000

216,000
888,183
1,193,981
10,000
1,000,000

1,500

9
3,200
2,400

433,102
2,057,999

63,107,562
12,263,263
5,559,011
1,348,774
6,848,234
1,850,200
4,528,591

1,294,649
3,593,711
712,234

FY 2011

9,014
385,100

73,000
430,000
224,125
600,000

5,000,000

1,043,550
1,200
12,000

432,140
250,000

60,206,920
12,862,409
5,263,292
1,794,950
6,909,193
1,545,721
4,514,300

1,498,836
1,228,826

931930 $29,708,48

9,014
385,100
962,484
500
73,000
430,000
224,125
2,667,847

5,000,000

1,043,550
1,200

12,000

1544
432,140
1,205,230
3,000,000

60,206,920
12,862,409
5,263,292
2,193,835
5,909,193
1,645,721
4,514,300

1,498,836
1,146,826
2,143,100

9 (34,515268)

$14
(899,273)
$962,484
$500
$63,000
430,000
$8,125
$1,779,664
55,000,000
(510,000)
$43,550

($906)

$12,000
(54,000)

$1,544

(3962)

(5986,270)
3,000,000

(3,195,642)
599,146
(5295.719)
561,299
5223453
(5122,279)
(5320,107)

514,181
(52,446,885)
51,430,866

nge
-13.2%

0.2%
-20.5%)
100.0%
100.0%
630.0%
100.0%

3.8%
200.4%
100.0%

-100.0%

4.4%
100.0%
429%

0.0%
100.0%)

-100.0%

0.0%

100.0%

-0.2%
-45.0%
100.0%

-5.0%)

4.9%)|
-5.3%
34.4%

3.3%
-1.3%
-6.6%

10.6%
-68.1%
200.9%

As indicated in Table 20, FY 2011 revenues in the General Fund are projected to decrease by 13.2%

primarily due to the reduction in revenue from property tax:

Table 20

4,257

2,442

19,208

Y 20 !‘717;7]“

(1,923,234)

$20,39: $13,04 311 -14.7%
$627,956 $618,700 $610,000 (8,700) -14%
84,362,298 $4,357,244 34,281,000 (76,244)  1.7%
82,038,547 82,279,232 $1,026,450 (1,252,782) -55.0%
$469.519 $628,800 $211,500 (417,200) -66.4%
$1,479,054 §894,942 $736,500 (158,442) -17.7%
$9,120,242  §$12,402,397  $11,723,831 (678,566) -55%
$38,491,873  $34,223,757  $29,708,489 ($4,515268) -13.2%

47



City Manager Budget Message

Parking Fees in Downtown Municipal Parking Lots

Currently the City does not charge for parking in Downtown Municipal parking lots in FY 2011, the
Administration had proposed two new revenue sources in the General Fund involving parking lots. For
Fiscal Year 2011, the Administration had recommended that the City install parking stations in municipal
lots like the parking lots at the Beach. Installing pay stations is a growing trend currently taking hold in
South Florida cities that have viable downtown areas. Beyond the clear advantage of generating much
needed revenue to offset the cost of maintaining the lots and streets, installing pay stations would limit the
use of downtown parking areas as long term parking; thereby enabling more readily available parking for
residents, tourists and other visitors coming to enjoy Lake Worth’'s popular downtown restaurants and
businesses. This installation of parking stations in Downtown would also require the enforcement of the
current four hour parking limits on Lake and Lucerne Avenues as well as the potential establishment of
residential parking permits in neighborhoods which may be impacted by people trying to avoid using the
City lots or exceeding the parking time limits in the City. Chart 13 summarizes the estimated revenue that
could be generated by charging a parking fee in existing municipal parking lots.

Chart 13

Downtown Municipal Parking Lot
FY 2011 Estimated Revenue

Old Bridge

Lucerne / G & H Street
Lucerne / J Street
South of Lake / L Street

South of Lake / West...

South of Lake / East...

i “._g

50 $20,000  $40,000 $60,000  $80,000 $100,000

The revenue estimate in the first year of operation was projected to exceed $240,000. The proposal to
install parking meters in Downtown was not supported by many residents and merchants due to the
potential negative economic impact charging for parking might have on businesses given the current
recession. In response to this opposition, the City Commission decided not to begin the installation of
new pay stations with the beginning of the new fiscal year and to reevaluate the program in the next six
months. The adopted budget does not include any revenue from this program pending the final decision
regarding where and when parking stations will be installed.

As indicated at the beginning of this budget message, the City can no longer obligate itself to spend
money that it does not have. The process of realigning City revenues and expenditures in finalizing the
FY 2011 budget has not been easy or popular within the city or in the community. During the past six
months the City has been accused of “balancing the budget on the backs of the employees”, engaging in
unfair labor practices, insensitively reducing employee retirement benefits and not investing in the
economic redevelopment of the community. Clearly, the financial decisions the City Commission had to
make in order to balance the FY 2011 budget were not easy or without controversy. Unfortunately, as
indicated in Table 21, shortfalls in the City’s projected FY 2012 revenue will require another round of
extremely difficult and unpopular budget decisions within the next 90 days. Assuming the City is able to
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realize all of the projected budget reductions contained in the approved FY 2011 budget the Office of
Budget and Management is still projecting a $3.1 million deficit at the end of FY 2012. It is imperative that
the City identify, review and implement additional cost cutting measures in FY 2011 that address this
projected deficit. These measures will most likely involve substantial reductions in adopted service levels,
city position, employment benefits and special service contracts.

Table 21
GENERAL FUND (With Proposed Cuts)
FIVE-YEAR FINANCIAL PLAN SUMMARY
Revenues and Expenses FY 2011 FY 2012 FY2013  FY2014 FY 2015
Prior Year-End Balances Forward
Reserve for Emergencies 5,193,918 5,193,918 5,193,918 5,193,918 =
Reserve for Budget Stabilization - 750,000 750,000 750,000
Prior Year Surplus (Unrestricted)/Deficit 382,724 108,493  (3,143,296) (7,168927)  (6,223,496)
Subtotal - Prior Year Balances 5,576,642 6,052,411 2,800,622 (1,225,009)  (6,223,496)
Projected Revenues 28,556,368 26,977,649 27,107,492 27,321,460 27,539,973
Projected Revenues and Reserves 34,133,010 33,030,060 20,908,115 26,096,451 21,316,478
Projected Expenditures 28,080,599 30,220,438 31,133,124 32,319,947 32,655,917
Year-End Reserves
Reserve for Emergencies 5193918 5,193,918 5,193,918
Reserve for Budget Stabilization 750,000 750,000 750,000
Subtotal Year-End Reserves 5,043,918 5043918 5,943,918
Projected Expenses and Reserves 34,024,517 36,173,356 37,077,042 32,319,947 32,655,917
Projected Surplus/Deficit 108,493  (3,143,296)  (7,168,927) (6,223,496)  (11,339,440)

PartV: FY 2010 Accomplishments

As discussed previously, 2010 was a difficult year for the City’s residents and employees who were
asked to “do more with less” while accepting a freeze in pay and reduced medical benefits. During the
past twelve months while City staff was adjusting to the demands and expectation of a new City Manager,
they also welcomed a new Mayor, Commissioner, Community Development Director, Finance Director,
OMB Manager, Grant Writer, Assistant to the City Manager, Assistant Utility Director, Assistant City
Attorney, Customer Service Manager and Facilities Manager to the Lake Worth management team.
Slowly, this new management team is beginning to reevaluate and reengineer the way the City conducts
business and how best to serve the needs of the community. During the past year, we made our share of
mistakes, learned from our disappointments but also took pride in the following accomplishments:

Improved Financial Management: During FY 2010, the Finance Department improved its accounting
and financial management functions in response to issues raised in the 2008 and 2009 audits. This
included the inventory of all City assets, developing a workable fixed asset system, tagging all City assets
and establishing a process to maintain the data base. Additionally, the Department implemented process
improvements in handling the City’s finances and engineered a change to cash collections and
management that will save up to $100,000. These improvements will continue over the next several
years with the goal of cutting costs and streamlining processes while strengthening internal controls.
During the year, the department also provided extensive support to the newly created OMB office to
assist in the development of the budget as well as assisting the Grants Analyst in her extensive efforts to
bring the City into compliance with financial and programmatic grant requirements. The Department
takes pride in attracting staff with the appropriate education and experience to finally begin addressing
issues raised in several external auditors’ management letters.
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Beach Redevelopment Project and Casino Rehabilitation Plan: In September 2009, the City initiated
and completed the first structural analysis of the Casino building which allowed for the continued
occupancy of the structure and the technical specifications for the repairs to the building. Prior to this
study, the City was prepared to spend $400,000 to reinforce the building which was costly and
unnecessary. During FY 2010 an architect was selected for the site, and City Staff along with the selected
architect are well on their way to making the rehabilitation of one of Lake Worth’s most valued treasures a
reality. In January 2010, the City approved a new inter-local agreement with Palm Beach County which
included a refined conceptual site plan for the beach redevelopment project, allowance for reimbursement
for design costs up to ten percent of the $5 million construction budget and the preservation of the
popular decal parking program. With the selection of a project architect, the City has finally begun the first
phase of redesigning the beach; including the parking lot, landscaping, shade structures, site amenities
and traffic flow.

Palm Beach County Bulk Water Contract: In FY 2010 the City initiated a dispute resolution process
with Palm Beach County to renegotiate the Bulk Water Contract. The final agreement resulted in a
proposed settlement which allowed the City to terminate the agreement, secure a short-term water
supply, and resume construction of a City operated Reverse Osmosis water plant. The negotiated
settlement was fair to both the City of Lake Worth and Palm Beach County. Prior to 2010, the City and
County were at a stalemate and many residents in Lake Worth were critical of the City Commission’s
decision to terminate the contract.

Electric, Sewer and Water Department Operations: During FY 2010 an extensive amount of time was
devoted to the establishment of an energy conservation program, the successful completion of a NERC
audit, the renegotiations of a gas transmission agreement and dispute resolution with the FMPA, the
reevaluation and accounting of sewer service agreements with the City’s five sub-regional municipal
partners, the establishment of a comprehensive capital improvement program to improve system
reliability and enhance the management partnership between the City Manager's Office and Utilities
Administration. In FY 2010 a major focus of the Administration was to improve the management and
operation of critical systems which have not functioned properly for many years. Slowly, and without a lot
of fanfare, the City has increased system reliability and improved performance.

In FY 2010, the City continued to improve the Electric operations and the management of staff resources.
Significant system improvements included the repair of Transformer GT1 and its placement back in
service 2 ¥» months ahead of schedule resulting in the restoration of the monthly $58,700 FMPA capacity
credits; the replacement of three oil breakers at the City’'s East Smith Station with modern vacuum
breakers and relaying resulting in a more reliable electric sub-transmission system and the repair of a 50
MVA capacity transformer which served one-half of the 26kV sub-transmission system from the 138kV
transmission substation. In FY 2010 the Department successfully introduced a new troubleman work
schedule to respond to after-hour power outages which has resulted in a reduction of overtime by 8%
saving approximately $100,000 and reducing the outage times by over 1 hour on average.

In FY 2010 the Utility Department created the Conservation Management Division making free
energy/water audits available to Lake Worth Utility customers. Since its creation, the Department has
performed 246 audits and has issued $15,700 in incentive rebates for Energy Star rated air
conditioners/heat pumps, programmable thermostats, refrigerators, clothes washers, and ultra low-flush
toilets.

Customer Service Improvement: During FY 2011 the Building Division took steps to improve its
customer service to the community by implementing a program called Fast Permits and accepting roofing
affidavits. Fast Permits can be defined as a permit that requires review by one discipline and can be
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issued within 15 to 45 minutes. These fast permits greatly reduced the time needed to secure a permit for
contractors and property owners. Some examples of fast permits included hurricane shutters,
replacement of doors and windows on single-family homes, replacement of window(s) (single-family
detached unit only), and residential installation of skylight and/or solar tubes electric service change and
water heater change out. To improve customer service for residents obtaining a permit for a new roof, the
City adopted a process of accepting Roofing Affidavits for convenience to licensed roofing contractors.
This policy provides a method for certifying installation of roof metal, roof underlayment and re-nailing of
roof sheathing on occupied or finished one and two family dwellings for licensed roofing contractors.

In FY 2010 the Human Resources Department conducted a customer service training program called
C.A.R.E (Courteous, Attentive, Respect, and Excellence) for the Community Development and Utilities
Customer Departments to improve customer services skills of City employees. The program’s objective
was to equip City employees with tools to aid delivering exceptional customer service to City residents,
vendors and the general public. The Department also finalized an employee evaluation process which will
use the internet for easy form retrieval and completion to aid the City in its efforts to reduce paper in the
work place. To better manage workers compensation claims and property coverage the City also
discontinued a contract with its third party administrator reducing administrative contractual costs more
than $100,000.

Construction of a Reverse Osmosis Water Plant: In FY 2010 the City awarded a contract for the
construction of the RO Water Treatment Plant to Reynolds, Inc. for $15.150 million. The construction bid
received by the City was extremely competitive and allowed for a bid alternate for an expanded 4.5 MGD
plant. A critical component of this project was revising the construction and bid documents for a bid
award in October, 2009 in order to obtain a $2.5 million low interest loan from the State of Florida.
Construction of the new plant began in November and has been proceeding as planned.

Information Technology Advancement: In FY 2010 the Information Technology Department initiated a
multi-year project to implement thin-client technology into the City’s enterprise network. A thin-client
computer has limited processing power and depends on a server to perform the role of processing
information. Thin-client computers have no moving parts and have an effective life span of seven to ten
years, whereas a traditional computer workstation has an effective life span of only three to five years. In
June, 2010 the Department began the installation of a Citrix computing system which will become the
backbone of the new thin-client system often referred to a cloud computing which is internet or intranet
based computing, whereby shared resources, software and information, are provided to computers and
other devices on-demand. The new system accommodates 25 concurrent users and allows access to
software applications in a cloud computing environment providing cost savings to the City on licensing
fees. This savings is derived by not having to purchase individual licenses for each computer; instead the
City purchases only the amount of license that will be used concurrently. The initial system was installed
in August 2010 and is currently operational.

Grants Management: In FY 2010 the City hired its first full-time Grants Analyst which was in response to
poor grant administration identified in the FY 2008, 2009 and 2010 audit management letter. During this
first year, the Grants Analyst developed working relationships with all City staff, reviewed all outstanding
grants and worked to resolve closeout issues with grants from previous years. In total, over $2.9 million
of grants were in the process of final closeout. Two grants which received extensive staff work from the
U.S. Department of Energy are the Energy Efficiency Conservation Block Grant and the Local Energy
Assurance Plan Grant. The Energy Efficiency Conservation Block Grant provided funds for updating City
Hall with new LED lighting and a pilot recycling project in the Public Services Department which will attach
monitors to all 13,200 recycle bins to frequency of pickup and bin location. The Local Energy Assurance
Plan Grant of $130,000 will assist the City in developing a short and long term energy management plan
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and provide critical emergency training to City personnel. The City is one of 43 communities in the United
States to receive this award and will work with other communities to assist in the further development of a
national energy plan.

Technology in the Work Place: In FY 2010 the City Clerk’s Office was successful in implementing an
advanced Agenda Preparation program throughout all City departments. Two years after purchasing
software to automate the preparation and transmission of staff memoranda to the City Commission it was
finally made available to staff in January 2010 and released to the City Commission and general public in
April. This software program benefitted the City by allowing all departmental staff to move agenda
supporting documents through an electronic review process, thereby eliminating the need to create hard
copy paper. Use of this saved the City Clerk’s office staff approximately 20 hours of preparation time per
meeting, monitoring the status of agenda items, printing and collating the backup material, and scanning
and uploading the agenda backup material on the City’'s website. The City Clerk's Office expects to
reduce the amount of paper and ancillary office supplies used to print agenda backup material books by
40%.

Lake Worth Municipal Golf Course: In August of 2009, the golf course staff's goal was to appeal to a
wider variety of players adding new segments of golfers for FY 2010. One segment was a Player's Card
program designed to appeal to local golfers who play frequently but do not play enough to warrant
investing in an annual membership. The initial goal for the Player's Card program in FY 2010 was to
attract 200 Player's Card Holders; so far this fiscal year, 400 have been sold. Another segment used was
via internet and online bookings other than our own website. Nationally popular golf search engines: Golf
Now, Golf Switch and Can-AM, were accessed during FY 2010 and through the first three quarters the
City has added 1250 rounds of golfers who otherwise might have known about the golf course. Building a
bond with customers attracted through these various revenue streams will serve towards the growth of
the golf course in upcoming years.

Recreation Facilities: During FY 2010 the Facilities division of Leisure Services continued its fast pace
of renovating and improving current facilities and fields, while planning and completing new construction
projects. Improving security and safety at existing sites was a priority with over 600 sq.ft. of new fencing
installed at the NW Complex and Sunset Ridge Park, and at the same time the new security lighting was
installed at the Gymnasium, Osborne Center, Memorial Park, and the NW Complex. The old maintenance
building at the NW Complex was renovated during this fiscal year and provided badly needed office
space, activity space, and storage for the department. Four (4) of the City’s baseball fields were upgraded
with improvements to the turf, clay, lighting, and fencing. The Dave Manzo field at the NW Complex
underwent extensive renovation utilizing a recent interlocal agreement with the school board and Palm
Beach Atlantic University to pay for the project. The improvements to the athletic fields in the City has
resulted in a large increase in rental requests as well as the commencement of a new travel USSSA
Baseball league at the NW Complex and a brand new recreation soccer and flag football for the City of
Lake Worth. Local churches and organizations are utilizing Sunset Ridge Park and Memorial Field for
soccer practices and games during the down time between recreation programs.

The Howard Park CDBG project commenced in FY 2009 and was completed during this fiscal year
providing residents using Howard Park and the cemetery a public restroom facility and maintenance
storage room. Sunset Ridge CDBG project for park improvements and new facilities was initiated this
fiscal year and is nearing approval by the County for putting the project out to bid.

Special Events & Athletic Programs: The Recreation Division of Leisure Services was also extremely
successful in implementing new family oriented programming and athletic events during FY 2010. First
time events included hosting the annual Youth Soccer League enrolling over ninety (90) children; Annual
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Kids Triathlon; Annual Daddy Daughter Date Night to the delight of beautiful young ladies of all ages and
the proudest fathers, grandfathers and uncles in the land and the Battle in the Tropics youth basketball
tournament with forty-two (42) teams in attendance from all over Florida.

Existing programs were enhanced by the use of dedicated volunteers and staff with the numbers for
Summer Sports Camp nearly doubling last year's attendance figures. The Travel Basketball Program in
its 2" year brought home the USSSA State Championship in the 11" Grade Boys Division, 2™ place in
the 8" Grade Boys Division and a total of nine (9) 1% place tournament trophies, and five (5) 2™ place
tournament trophies. The 44™ Annual Holiday Parade was coordinated and hosted by our Special Events
Division and drew over 100 entries and more than 15,000 spectators.

Part VI: FY 2011 Policy Initiatives

In spite of the poor economy and financial challenges that confronted the Administration during the
preparation of the FY 2011 Annual Budget, there are many new policy initiatives that the City will pursue
in order to improve the efficiency of City government and quality of life in the City of Lake Worth.

Beach Redevelopment Project: In FY 2010, the City of Lake Worth and Palm Beach County executed
an interlocal agreement to fund the redevelopment of the Lake Worth Beach using $5 million from the
County’s Recreation and Cultural Facilites Bond. The project involved the full redesign and
redevelopment of the beach parking lots, open spaces, traffic flow, landscaping, and restroom and
shower facilities on the site. County Recreation Cultural Facilities Bond money will pay for 100% of the
project, excluding the 50 decal parking spaces for which the City will cover the design and construction
costs. Following the execution of the interlocal agreement, Kimley Horn and Associates was selected as
the architecture/engineering firm to lead the design phase of the project. Both the City and Kimley Horn
are required to meet a number of milestones to comply with the terms of the interlocal agreement, and
are meeting regularly with staff from the Palm Beach County Parks and Recreation Department to keep
the County updated on the progress that is being made. Per the interlocal agreement, the project must be
completed by the first quarter of 2013; City staff and representatives from Kimley Horn and Associates
are confident that this timeline is workable and hope to have the project completed well ahead of
schedule. Kimley Horn and Associates will have all programming phase documents, such as plans for the
water distribution system, traffic roadway design and the preliminary construction budget finalized by
August 2010. During Fiscal Year 2011, construction documents will be prepared, construction services
will be put out for bid, and construction will be initiated. :

Casino Rehabilitation Project: In Fiscal Year 2010, a Request for Qualifications was issued soliciting
services for the redesign of the Lake Worth Municipal Casino Building. Fourteen architectural firms were
found responsive, and after a series of public meetings and public presentations spanning February 13"
through April 13", REG Architects was selected as the most qualified firm to redesign the iconic Lake
Worth Casino. Following nearly two months of contract negotiations, a professional services agreement
was approved on June 15", and efforts to initiate the development of design conceptual and programming
phase documents, initiated shortly thereafter. Costs for design services are $460,000, and costs for the
complete redevelopment of the facility are estimated at $6 million.

Energy Management: In FY 2011 the Energy Management Division will supplement its free energy and
water audits with grant funds for all City utility customers to assist with the cost of upgrades to City homes
to improve energy efficiency. A newly created Climate Control Board will be tasked with identifying
specific policies and strategies to guide energy efficiency accounting for existing and future electric power
generation and transmission systems. These policies and strategies are expected to reduce greenhouse
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gas emissions with the goal of reducing electrical usage and fuel consumption; conserve resources;
educate residents on energy conservation; create a new ordinance and modify City policies to incorporate
energy saving measures, green building codes, photovoltaic systems, energy-efficient power plants, and
green-wise transportation.

Affordable Housing Program: In FY 2011, the City of Lake Worth will launch a Pilot Affordable Housing
Program utilizing CDBG funds that have been allocated for use in the City of Lake Worth. The program
will be funded by $350,000 of earmarked CDBG funds to establish the Pilot Program that will focus on
improving the quality of housing in the community. The program is being created with a view to meeting
the housing needs of low and moderate-income households, to protect, stabilize and offer affordable
housing alternatives to eligible City residents through good stewardship practices of their existing
housing, while implementing the housing element of the City of Lake Worth's Comprehensive Plan. Plans
for the first phase of the pilot program for owner-occupied, single family residential rehabilitation include
receiving applications during the early part of the fiscal year. Beneficiaries of the program will include
those families that reside in Lake Worth, meet the program requirement, and their property has life safety
and building code deficiencies.

Park of Commerce Development: In FY 2011 the Community Development Department will begin to
initiate partnerships with other agencies in Palm Beach County and in the State of Florida who are
responsible for promoting economic development and expanding employment opportunities in Lake
Worth. Major activities will include finalizing the Infrastructure Needs Assessment and Preliminary
Engineering analysis of the Park of Commerce and beginning to establish a marketing plan for the Park of
Commerce to provide community and infrastructure information to targeted industry. Currently, 113 acres
of vacant or obsolete properties are positioned for redevelopment. Infrastructure necessary to support
the potential build out of this area includes upgrades to the roadway system, storm water, water and
sewer upgrades, electric and telecommunications.

Facility Maintenance Space Utilization Plan: In FY 2011 the Public Services’ Facility Maintenance
Division will be finalizing its analysis of the current and future space requirements of City operations as
well as assessing the physical conditions of all City facilities. Special emphasis will be given to City Hall
and the City Hall Annex which have substantial problems associated with life support systems, ADA
compliance, energy consumption, emergency power support, life safety deficiencies and building code
non-compliance. During FY 2010 staff from the Community Development Department was temporarily
relocated to the Utility Department pending the results of this analysis and the availability of funding to
make necessary improvements.

Risk Management Program: In FY 2011 the City's Human Resource Department will become more
proactive in all phases of Risk Management including employee safety, workers compensation case
management, property and causalty insurance coverage and risk assessment. A primary focus in this
area will be the examination of the cost effectiveness of the City’s current insurance coverage and
assessing the benefit of self insurance. In past years the City has had a more reactive approach to risk
management which relied exclusively on external insurance providers, adjusters and case managers.
The City is currently in the process of performing a detailed assessment, valuation and inventory of its
fixed assets which will be instrumental in determining whether self-insurance is cost effective and justified.

Grants Management: In FY 2011 the City will be pursuing Public Services Department grant
opportunities to assist in the disconnection and replacement of two underground fuel storage tanks and
the construction of two new tanks above ground that are environmentally safer. Other grant opportunities
will include obtaining funds for beach re-nourishment, new playground equipment, golf course, pool,
outdoor restrooms replacement, two sanitary pump stations and the replacement of a natural gas pool
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heating system with a geothermal system. Additional staff time will be devoted to identifying funds for land
acquisition and canopy enhancement at the Champion Tree property and the Sunset Avenue property.
During FY 2011 staff will finalize formal grant administration and reporting procedures and expand the
use of the GMS accounting system to improve projects turn-around, payments and reimbursements.

Enhanced Management of City Enterprises: In FY 2011 the City will be dedicating extra staff resources
to improving the profitability of City operations in the area of golf course management, refuse collection,
building inspections, beach operations, debt management. At the Golf Course the City will be making
critical improvements which will promote the quality of play and justify increased greens fees. In the
Refuse Department, the City will be assuming new commercial customers who were previously served by
private waste companies as well as expanding its service to include large roll-off construction containers.
Expanding both operations will increase revenue to the Refuse Fund. In the Building Fund, the City will
evaluate the cost effectiveness of continuing to provide provider building inspection services, or contract
for this function with other governments or the private sector. In the newly created Beach Fund, the City
will be closely evaluating all expenses and the revenues associated with beach, pool, pier, parking and
casino operations to generate additional revenue and reduce costs. Finally, in the Electric customer
service area, staff will be implementing a number of new procedures that are designed to reduce losses
as a result of account delinquency, increase debt collections and also reduce the cost associated with
collecting, recording and transporting cash.

Expanding the Economic Base: One of the most important initiatives in FY 2011 will be implementing
steps and adopting policies which will assist the City in expanding its economic base. As previously
outlined, the City has experienced a substantial decline in its taxable property valuation which will only
gradually improve with fresh investments in homes, business and new construction. Unlike most cities in
Palm Beach County, Lake Worth has been very passive in expanding its economic base by annexing
property within its logical service area. In fact, over many decades, the City has been very submissive as
other neighboring communities and large residential developments have systematically incorporated and
aggressively annexed valuable properties which surround the City and make demands on its municipal
services. The per capita cost of Lake Worth City government would be much less today if high value
development was not incorporated into the City of Atlantis and the Village of Palm Springs. During FY
2011 the Administration will be exploring the benefits of establishing a program to identify the cost and
benefits of annexing properties west of the City’s existing boundaries.

Lake Worth Sub-regional Sewer Financing: In FY 2011, the City, with its Sub-regional partners,
(consisting of the Cities of Lake Worth, Atlantis, the Towns of South Palm Beach, Palm Beach,
Manalapan and Lantana, the Village of Palm Springs and Palm Beach Community College) will negotiate
a settlement, based on the financial and compliance analysis conducted by the accounting firm Rampell &
Rampell in accordance with attestation standards established by the AICPA. Based on this study, the
payment received from the City of Lake Worth’s Sub-regional partners, for their respective East Coast
Regional Sewer Plant renewal and replacement cost during FY 1997-FY 2010, had been underpaid by
$13,597,800. That amount was based on each participant's respective capacity percentages and
payments received during the review period which should have equaled $24,964,800. The City will be
developing proper financial and management procedures to recalculate, collect, bill and record future
contributions to the renewal and replacement fund for Regional and Sub-regional systems as well as
required payments based on allocated capacity.

FMPA Litigation: In FY 2011, as outlined in Resolution 06-2010, the City of Lake Worth will continue to
resolve a dispute with the Florida Municipal Power Agency in accordance with the Florida Governmental
Conflict Resolution Act. This dispute relates to a conflict regarding the payment of monthly gas
transportation charges under a Gas Transportation Agreement executed in 2003 between the City and
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Florida Public Utilites Company for gas transportation charges associated with natural gas to the City's
electric generation facilities and the Florida Municipal Power Agency’s All Requirements Power Project.
The City has asserted that the Florida Municipal Power Agency has a contractual responsibility to pay for
gas transportation charges until the expiration of contract period in 2033 as outlined in a Cost of Service
Study. The total funds in dispute exceed $5.6 million. The City has enjoyed a very positive working
relationship with the Florida Municipal Power Agency and remains hopeful that litigation will not be
necessary.

Future Electric Power Supply: In FY 2011, the City will continue the process of transitioning
participation in the Florida Municipal Power Agency’s All Requirements Power Project to the Contract
Rate of Delivery (CROD). Development of a request for proposal for future power supply is the main
focus, and will include options for green initiatives as well as provide leeway for bidders to incorporate
innovative ideas and options in order to maximize customer benefits. The development of a feed in tariff
and refinement of the existing net metering program have been included in the scope of the consultant’s
contract. In addition to securing a power provider, staff will work closely with the consultant to identify
transmission and fuel options necessary to exit the FMPA organization. Exit strategies will be developed
to transition from FMPA operations to Staff operations. This is a multi-year initiative, which began in FY
2009 and will continue through FY 2013.

Sustainability Program: In FY 2011, the City will finalize amendments to the Land Development
Regulations and incorporate additional provisions for energy conservation and mandate new
developments to acquire Leadership in Energy and Environmental Design (LEED) and/or Florida Green
Building Coalition (FGBC) certifications. During FY 2011, the City will finalize the implementation of an
incentive program which_encourages construction of environmentally friendly building designs as outlined in
the City's Comprehensive Plan. The program will ensure that all new developments, redevelopments, and
rehabilitative projects within the City utilize the U.S. Green Building Council Leadership in Energy
Environmental Design (LEED®), the Florida Coalition of Designation Standards or similar design guidelines
that may be developed in the future.

In FY 2011, the City will begin to develop a comprehensive climate action plan that will include
establishing a carbon footprint baseline calculation, carbon emissions reduction targets, and energy
audits of all City facilities in the summer of 2010. City Staff hope to have the carbon footprint baseline
data completed and the climate action plan which will tie into the City’s Capital Improvement Plan and
Comprehensive Plan, to help guide the City on meeting its sustainability goals. The City of Lake Worth
has long been a leader in environmental conservation and sustainability in South Florida. Lake Worth is
the first municipality in the region to have a single stream recycling program, an established Conservation
Management Department and a residential composting program.

Part : VIl Looking Forward

The City of Lake Worth is a community blessed with unrealized potential and natural resources. As |
expressed in last year's City Manager Budget Transmittal Letter, the current economic environment in
Lake Worth and in Florida will undoubtedly require a long term prospective and a sense of optimism
about our collective future. In a paper titled Local Government Leadership in Fiscal Crisis in the United
States of America presented to the Korean Association for Policy Studies International Conference, Dr.
James H. Svara, director of the School of Public Affairs in Arizona State University addressed the need to
be proactive and focus on strategic reductions in addressing this economic challenge and to:
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‘use the pressure of the crisis as the occasion for rethinking the array of services
provided and identifying ways to make the organization perform better over the long-term.
The experience in past cutback periods is that most governments respond reactively, just
as their normal approach to operations and budgeting is to muddle through with
incremental changes”.

As indicated throughout this transmittal letter, the recommendations and proposals that have been
incorporated in the adopted FY 2011 Annual Budget will not be popular with City employees, labor
unions, county public safety employees, current and future pension participants, special interest groups
and many of the City residents who passionately vocalize their opinions and beliefs in community blogs,
newspapers and public meetings.

In talking to the many residents | have met since being appointed City Manager in April 2009, | believe
there is significant support, and indeed a community expectation, for the City of Lake Worth to make
these very difficult decisions and take a long term approach in managing its finances. Before the City can
implement the adopted budget and spending plan, a number of difficult conversations and decisions will
need to be finalized with Palm Beach County, the City’s three unions, the independent Pension Boards
and the City Commission. These conversations are going to test the resolve of every member of the City
Commission and will not be successful without a collective commitment to make this City government
serve the greater interests of Lake Worth residents.

Successfully navigating the turbulent waters in FY 2011 will be heavily influenced by the success in the
following areas:

Strong Political Leadership: Since my appointment | have learned that “politics in Lake Worth is a full
contact sport”, to quote the words of Mayor Varela. Lake Worth has many active and engaged citizens
who participate in decision-making and heavily shape public policy. The two year term of office for a City
Commissioner has made long term financial planning problematic when combined with an election cycle
which begins seven months prior to the November election. The financial problems that confront the City
will not be remedied in the FY 2011 but will require the total commitment of all five City Commissioners to
chart out a new future. | do not doubt the tremendous pressure that each Commissioner will be subjected
to from Unions trying to fight for the employment benefits of their members, Police and Fire Fighters trying
to preserve their high hazard based pensions and the passionate Lake Worth residents demanding that
the City maintain critical city services, not raise taxes and pay city employees the benefits that have been
promised to them by previous City Managers and Commissioners. As your City Manager, | am committed
to providing timely, accurate and relevant financial data that will support all the recommendations
contained in this budget proposal.

Competent and Consistent Management: Lake Worth has been a revolving door for City Managers,
Finance Directors, Utility Directors, Community Development Directors and just about every other key
administrative position in the City. The City cannot provide consistent quality customer service to
residents or responsibly manage its financial affairs when key administrators come and go from Lake
Worth government every 18 months. In most settings the City lacks basic credibility to negotiate
contracts, resolve intergovernmental disputes, plan capital projects and initiate new programs because
other government administrators, business owners and residents believe that the person representing the
City of Lake Worth will not be employed by the City the next time they meet. One of the most critical goals
in FY 2011 is continuing to develop a strong executive management team that can support and assist the
City Commission implement the many difficult recommendations included in this proposed FY 2011
Budget.
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Employee Development: For years the City of Lake Worth had Union approval for creating and
administering an employee appraisal system but failed to develop or adopt this very basic management
tool. Employees cannot be expected to improve performance or advance in their respective fields of
discipline without proper direction and guidance from supervisors, managers and department directors.
As the City reclaims its delegated right to manage City operations and direct its workforce, all supervisors
and managers will have to dedicate the necessary time to developing employee evaluations and properly
communicating this information to their employees. The proposed employee appraisal system is a
communication tool between the City and its employees that will be critical in improving the quality of City
operations and reducing the cost of government. The effort will be on-going during FY 2011 and require
extensive employee training and education to be successful and effective.

Redefining Labor Relations: Formally declaring an impasse in negotiating new collective bargaining
agreements with all of the City’s three bargaining units will have a very significant impact on future
management/labor relations. Over many years the City has delegated basic managerial responsibility to
its labor unions which has compromised the City’s ability to manage its work force and control costs.
While it might be convenient to blame the Unions for the City’s current financial problems, management
has benefited from avoiding the sometimes unpleasant and difficult task of directing employees by simply
proclaiming the “Unions won't let us”. During FY 2011 the City must be creative in motivating City
employees to become more involved in their Union, predicated on public service to the community. It is
too easy to focus a lot of energy on the reduction of benefits and over-time pay and forget how fortunate
we all are to be employed by a City that is willing to provide paid vacations, health insurance and
pensions benefits that most residents in Lake Worth do not receive from their respective employers or as
a part of their unemployment benefits. In FY 2011 every member of the City Administration will be taking
an active role in trying to rebuild and redefine labor relations in an effort to improve customer service.

Proactive Finance Advisory Board: The City has successfully recruited seven enthusiastic,
knowledgeable and highly qualified citizens to provide critical input on implementing the many difficult
recommendations incorporated in the FY 2011 Budget. Prior to the final adoption of the FY 2011 Budget
there will be extensive discussion and debate regarding the cost/benefit of all City services and programs.
The City cannot sustain its current level of spending nor is the community in the position to pay more
taxes and fees. In order to pass a budget, Lake Worth will have to make a great many value judgments
regarding what is important ... and what is less important; what can the community afford ... and what
can it do without; what is a reasonable employment benefit ... and what is too expensive. | anticipate that
the Finance Advisory Board will be very active throughout much of FY 2011 as the City begins to realign
operating expenses to available revenues.

Intergovernmental Relations: In FY 2010 the City was successful in renegotiating a water delivery
contract with Palm Beach County after the City decided to resume construction of an RO plant. While
Lake Worth was successful in getting Palm Beach County’s cooperation in this matter, Lake Worth's
decision to cancel the contract after it was signed has had a very negative impact on county/city relations.
Lake Worth, irrespective of its intention, has a reputation of being a very unreliable and unsophisticated
municipal partner. The recommendations contained in this proposed budget will once again require the
City to renegotiate the terms and conditions of agreements and contracts made with other governments
during the previous two years. These discussions, when they do occur, will be highly contentious and
generate a lot of controversy in the media. Concurrent with these discussions are the ongoing disputes
between seven neighboring cities concerning the City’s ten year mismanagement of a regional sewer
contract as well as pending litigation over $5.6 million in gas transmission payments with the Florida
Municipal Power Association. Each one of these issues alone has the potential of distracting the City
from important business, let alone dealing with all of them at the same time. During FY 2011 it will be
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imperative for the City to properly analyze all the financial short and long term obligations and
commitments before executing or modifying any interlocal agreement.

Infrastructure Reinvestment: In FY 2011 the City will award construction projects for the redevelopment
of the Beach, the renovation of the Casino Building, the construction of a deep water injection well for the
RO plant and a number of other smaller projects concerning road improvement and facility maintenance.
Prior to FY 2010 the City had no multi-year capital improvement program or defined policies or
procedures to administer capital projects and authorize and approve change orders. The City’s past
practices of awarding large undefined base bids has been replaced with a new policy which will ensure
proper approval of all phases of capital projects by the City Commission instead of by City staff members
making in-field assessments and judgments. Each of the large capital projects that will be awarded in FY
2011 will have a major impact on the quality of life in the community and will be closely administered by a
designated and qualified City staff member to control cost and ensure that all construction is performed in
compliance with approved construction specifications. In FY 2011 the Administration will also ensure that
the City Commission is provided regular and timely updates on the progress of each project from
preliminary design, the issuance of Building Permits and Certificates of Occupancy.

Financial Management and Reporting: One of the most significant problems that the City has struggled
to correct for many successive years has been a weakness in fiscal management, accounting and
financial reporting. The City currently does not provide any regular financial reports to departments
regarding their projected revenues, expenditures or financial condition. To make this matter worse,
Departments historically have not been responsible for preparing or administering their budget,
measuring their productivity or monitoring their work load. Historically, managers and supervisors in the
City have focused on the availability of short-term cash flow but not the long term financial consequences
of pension obligations, union mandated contract provisions and infrastructure capital maintenance cost.
The City cannot manage or control the cost of government if it does not know how much money it is
spending or how much money it is collecting. In FY 2011 the City will be preparing timely, accurate
monthly and quarterly financial reports to be provided to City Department Directors, the City Commission
and myself. This will require that employees be properly trained using financial reporting software that
were purchased in 2008 but never integrated into City operations. As demonstrated in the preparation of
this budget, employees will respond positively to enhancing their role managing the financial affairs of
their departments, if they are given the opportunity and the proper tools to do the job.

We obviously have a lot of work to do and decisions to implement with the adoption of the FY 2011
Budget. | am neither discouraged about the tasks before us nor pessimistic regarding our chance for
success. If the community can make some very difficult decisions in FY 2011, the City can begin to
restore its fiscal health and focus energy on the necessary steps to improve the quality of life in Lake
Worth.

Part: VIIl Acknowledgments

Preparation of the FY 2011 was a team effort among all key staff in the City of Lake Worth. In previous
years, the budgetary process was primarily done by a few people in the Finance Department without
extensive input from the people most knowledgeable about City operations. This year, however, the
budget process has been highly collaborative as demonstrated in the number of employees who have
assumed leadership roles in preparing this spending plan:
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Executive Budget Management Team

The Executive Budget Management Team was responsible for coordinating the work of all city
departments, reengineering the budgetary process and revising the budgetary format. | want to
specifically thank Assistant to the City Manager Rachel Smithson for her efforts in developing the format
of the budget document, working with individual departments on the development of their budget
narratives and performance measures, and for assisting in the review of expenditure request and revenue
analysis process. As the City’s primary project manager for the renovation of the Casino Building and
redevelopment and the Lake Worth Beach, Ms. Smithson’s spent countless hours in the late evening and
weekends juggling many city priorities while playing an instrumental role in reengineering the budgetary
process for FY 2011; Finance Director Steven Carr for his expertise in municipal finance and taking a
leadership role in compiling and coordinating the activities of all staff persons with revenue and
expenditure projections, Controller Barbara Hiller for her guidance in improving the City’s accounting
systems and creating business centers to control costs; Management Analysts Mike Moskowitz and
Clyde Johnson for their detailed work in projecting expenditures and revenues and Executive Secretary
to the City Manager Mary Areson for her tenacious assistance in reviewing and editing all budget
narratives throughout the document.

Departmental Budget Management Team

As in previous years, the Finance Department has played an integral part in producing the proposed FY
2011. All Department staff were involved in every element of budget preparation in some fashion.
Barbara Hiller, Controller, stands out for special recognition in preparing the budget worksheets, helping
departments with their submissions and tying all this information into a cohesive product. Marisol
Pearson, Senior Accountant handled all the personal services analysis and followed through with the
many changes to those portions of each department request. Katrina Myers, Senior Accountant, worked
on Capital projects and capital programs, City wide. Ana Acevedo, Senior Accountant, designed the
compilation reports and followed through with the many alterations that were necessary to make them
informative. Sherry Moser, Executive Secretary, put all organizational charts together and was the
central point in finance, at which the document came together. Clyde Johnson, Management Analyst,
worked with projections and much of the detailed system input as well as created the charts and graphs.

In the Community Development Department, Acting Community Development Director Genia Baker,
reviewed FY 2010 and FY 2011 expenses and revenues, prepared the 2010 departmental forecasts and
updated the department's Mission Statements and organizational charts; Patsy Grissom, Executive
Secretary, prepared the Department's core processes, outputs, new initiatives, significant
accomplishments, policy initiatives, and strategic information, identified the commission goals and
objectives handled by the various CDD divisions and was responsible for all data entry of 2010 forecasts
and 2011 budget into the computer systems; and Dana Nichols and Sandi Dubose, Executive
Secretaries, prepared draft Significant Accomplishments and Policy Initiatives for Code and Planning &
Zoning divisions.

In the Utilities Department, Utilities Director Rebecca Mattey, reviewed FY 2010 expenses and revenues,
updated the department’'s mission statements and organizational charts, refined performance measures,
significant accomplishments, outputs, new initiatives, policy initiatives, and identified the Commission
Goals and Objectives; Clay Lindstrom, Assistant Utilities Director, prepared significant accomplishments,
new initiatives, policy initiatives, and identified the Commission Goals and Objectives; Michael Cooper,
Safety Manager, developed policy initiatives and core processes for the safety program; Rossalind
Breland, Executive Secretary, prepared FY 2010 departmental forecasts and the development of the FY
2011 administration budget, provided strategic information and acted as the interdepartmental liaison
between the divisions and the Utilities director in communicating budget deadlines, modifications, and

60



City Manager Budget Message

assisting other budget team members as needed. At the Power Plant Dave Mulvay, Plant Manager,
reviewed FY 2010 and FY 2011 expenses and revenues, prepared and input FY 2010 department
forecasts, updated department's mission statement and organization chart, prepared significant
accomplishments, and prepared FY 2011 budget figures; Holly Johnson, Parts & Property Clerk,
provided strategic information for the budget process and researched past and present expenses and
revenues; Evanna Stephenson, Administrative Assistant, edited division's mission statement and
significant accomplishments. In System Operations Walt Gill, Senior System Operator, prepared
departmental forecasts and the development of 2011 budget, provided strategic information, prepared
significant accomplishments, new initiatives, policy initiatives, and entered budget into system. In
Transmission & Distribution, Debbie Jackson, Utilities Coordinator, provided strategic information and
calculations for T & D estimates. In Conservation Management, Tom Rutherford, Conservation
Management Supervisor reviewed and analyzed the upstart costs for FY 2010 and FY 2011, prepared the
division's updated forecasts and new performance measures and Christine Davis, Administrative
Secretary, assisted with division’s expenditures and was responsible for FY 2010 forecast and preparing
FY 2011 budget. In Customer Service Alvin Colbert, Business Office Manager, reviewed FY 2010
expenses and revenues, drafted the division’s mission statements, performance measures, new
initiatives, policy initiatives, and identified the Commission Goals and Objectives; Denise Andico,
Administrative Secretary, prepared FY 2010 departmental forecast and entered the budget into the
system. In the Water and Sewer Divisions Walt Smyser, Water Sewer Manager, reviewed FY 2010
expenses and revenues, updated the division’s mission statement, performance measures, significant
accomplishments, outputs, new initiatives, policy initiatives, prepared budget narratives and identified the
Commission Goals and Objectives; Judy Love, Administrative Secretary, entered the budget into the
system; Dave Laperna, Lift Station Foreman, provided strategic information for Lift Station estimates;
Jessie Barrera, Water Distribution Foreman, provided strategic information for sewer distribution
estimates; Calvin Smith, Sewer Collection Foreman, provided strategic information for collection
estimates; Roy Ayala, Water Meter Foreman, provided strategic information for meter estimates; and
Pete Eberhardy, Project Field Planner, provided and prepared strategic information for CIP estimates.
And, finally, at the Water Plant Doug Lovelace, Water Plant Supervisor provided strategic information for
estimates; Tim Sloan, Chief Operator, provided strategic information for estimates and Mary Pape,
Administrative Secretary, updated organizational charts and entered budget into system.

In the Information Technology Department, Information Technology Director Charles Stevens reviewed
the FY2010 expenses and prepared the 2010 departmental forecast. In addition, Mr. Stevens developed
the Information Technology Department mission statement, updated organizational charts, prepared
departmental goals and objectives, documented FY2010 significant accomplishment, documented
FY2011 initiatives, and prepared the FY2011 expenses and departmental funding allocations: Nelly
Peralta, Information Technology Assistant Director, assisted with the preparation of the department's
mission statement, departmental goals and objectives, FY2011 expenses, and FY2011 initiatives.

In the Human Resources Department, Human Resources Director Diane Clark reviewed the FY 2010 —
2011 expenses and revenues and worked with Sylvia Woods, Assistant Human Resources Director in
the input and reporting of forecasts and updated department Mission Statement and organizational
charts. Sylvia Woods prepared the Department's Core processes, Outputs, New Initiatives, Significant
Accomplishments, Policy Initiatives, and Strategic Information. Diane Clark along with Sylvia Woods
identified Goals and Objectives and Ms Woods also handled all data entry of forecasts and 2011 budget
entries into the HTE system.

In the City Clerk’s Office, City Clerk Pamela Lopez reviewed the FY 2010 and FY 2011 expenses and
revenue, prepared the 2010 departmental forecasts, and reviewed the Office’s Mission Statement and
organizational chart. Deputy City Clerk Valerie Hurley and Records and Information Manager Deborah
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Andrea contributed information and/or wrote the draft documents that were incorporated into the Office’s
Core Process, Outputs, Goals and Objectives, New Initiatives, and Significant Accomplishments. Ms.
Lopez, Ms. Hurley, and Ms. Andrea attended a Finance Advisory Board meeting to explain the
operations and responsibilities of the City Clerk's Office. Ms. Lopez and Ms. Hurley also attended
several meetings with the Budget Team and meetings with the City Manager and Finance Department
staff to finalize the proposed City Clerk Office budget recommendations.

In the Public Services Department, Public Services Director Joseph Kroll, reviewed FY 2010 and FY
2011 expenses and revenues, prepared the FY 2011 departmental forecasts, and reviewed each
division’s mission statement, core processes and outputs, goals and objectives, performance measures,
and organizational charts. Martin Cybulski, Assistant Public Services Director, assisted with the review
of budget narratives, organizational charts, and departmental forecasts. Stephen O’Neal, Refuse Division
Manager, prepared the Refuse Division’s departmental forecasts, reviewed projected FY 2011 revenues
and expenditures, and prepared the division’s budget narrative and performance measures. Scott
Sanders, Philip Johnson, and Marcus Wilson worked together to compile the budget narrative,
performance measures, and development of 2011 expenses and revenues for the Facilities Maintenance
Department. Facilities Manager Marcus Wilson also worked to compile a comprehensive list of prioritized
facility upgrades, repairs and improvements for inclusion in both the annual operating budget and capital
improvement plan. David McGrew and Christopher Kibben of the Grounds Maintenance and Cemetery
Divisions worked to review the divisions' organizational charts, developed budget narratives and
performance measures, and input FY 2011 revenue and expenditures for the Grounds Maintenance and
Cemetery Divisions. Charles Laing, Fleet Maintenance Manager, worked with the Finance Department to
improve accounting for Fleet Maintenance as an internal service fund, develop the Division’s budget
narrative and performance measures, and compile 2011 expenses and revenues for Fleet Maintenance.
Edward Johnson and Vincent Ely combined efforts to compile the Street Division and Stormwater
Division’s projected FY 2011 revenues and expenditures and prepare the divisions’ budget narratives and
performance measures. Edward Johnson became so adept at the creation of core processes and
outputs that he provided assistance to other divisions in the Public Services Department.

Work to develop the budget and associated documentation for the newly established Leisure Services
Department was a true team effort. Although Leisure Services was separated for accounting purposes
from the Public Services Division for FY 2011, Public Services Director Joseph Kroll and Assistant
Public Services Director Martin Cybulski provided oversight for the Department, and in that capacity
reviewed all budget numbers and budget narratives for Leisure Services. Recreation Manager, Juan Ruiz
provided tremendous support to the entire Department by assisting each division with the development of
performance measures, core processes and outputs, and adjusting organizational charts. Steve Haughn
and Melissa Garvin assisted with the development of the Recreation Division’s 2011 expenses and
revenues, and assisted in writing the division’s budget narratives. Chief Lifeguard, Timothy Ehmke
worked closely with Juan Ruiz and the Finance Department to help merge the Pool and Beach Divisions
into a single division called Aquatics. Chief Ehmke developed FY 2011 expenses and revenues,
performance measures, core processes and outputs, and goals and objectives for the Aquatics Division.
Golf Superintendant, Christopher Waller, wrote and reviewed the budget narratives, performance
measures, and FY 2011 expenses and revenues for the Golf Course and Lagoon Restaurant Divisions.

During the last two months, the newly created Finance Advisory Board has also been preparing for an in-
depth analysis of the proposed FY 2011 Budget. The Committee, led by its Chairperson Ron Exline and
Vice Chairperson John Pickett have had extensive presentations of City Departments and have toured
many City facilities to familiarize themselves with City operations, discussed a detailed budget analysis
concerning many of the items outlined in this budget prepared by Board Member Bill Thrasher, reviewed
financial statements at the requests of Board Members Jennifer Marchal and Laurel Decker who are
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both Certified Public Accounts, debated the allocation of discretionary spending in City neighborhoods
raised by Board Secretary Jessica Plotkin and have been challenged to incorporate modern business
practices into City government by Board Member Darrian Dority.

For the Legal Department, the City Attorney, Elaine A. Humphreys, reviewed its FY 2010 and FY 2011
expenses, prepared the FY2010 and FY 2011 departmental budget forecasts, updated the Legal
Department’s Mission Statement, prepared its Statement of Core Processes, Outputs, New Initiatives and
Strategic Information, identified the Commission Goals and Objectives handled by the Legal Department
and reviewed the Department’'s Organizational Chart. Joni Taurosa, Legal Secretary assisted the City
Attorney in her review of the Department’'s expenses and was responsible for all data entry of FY2010
forecasts and FY2011 budget into the computer systems.

Finally, | need to acknowledge the hard work and dedication of Mayor René Varela, Vice Mayor Jo-Ann
Golden, Commissioner Cara Jennings, Commissioner Suzanne Mulvehill and Commissioner Scott
Maxwell in sitting through endless Commission Work Sessions, Commission Meetings and difficult
Executive Sessions discussing, analyzing and deliberating the future of Lake Worth and the many difficult
decisions which needed to be made prior to the adoption of the FY 2011 Annual Budget. It has been both
an honor and a privilege to work with such a highly dedicated group of leaders who embraced the
challenge of reengineering Lake Worth government, fixing the mistakes of yesterday and setting forth a
new vision for the future.

Susan A. Stanton, ICMA-CM
City Manager
City of Lake Worth
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General Overview

The City of Lake Worth’'s annual operating
budget serves as a strategic financial and
capital plan for the coming fiscal year. The City
of Lake Worth’s fiscal year begins on October
1 and ends on September 30. The fiscal year
that begins on October 1, 2010, is referred to
as “Fiscal Year 2011.” The annual operating
budget guides all expenditures made by the
City throughout the year. The City cannot spend
funds unless they are appropriated within the
budget. An appropriation is the legal approval
given by the City Commission to City staff to
utilize funds for a specific purpose. The budget
also contains an estimate of revenues to be
received by the City during the same time period.
The legal authorization to collect revenues,
such as the property tax, utility tax, and user
fees, is established by the City Commission by
ordinance. The City Charter and State law require
that the City have a balanced budget; meaning
expenditures should not exceed the combination
of available fund balance and revenues.

As the City of Lake Worth develops into a more
progressive organization, the budget process
is becoming a much more methodical and
inclusive year-round function. Starting with the
preparation of the Annual Operating Budget for
Fiscal Year 2011, the budget process begins in
November with a review of actual revenues and
expenditures from the previous fiscal year. The
Budget Team, consisting of the City Manager,
Assistant to the City Manager, Finance Director,
Office of Management and Budget Manager,
Finance Department Staff, and Management
Analysts then develops financial projections for
the Capital Improvements Program (CIP) and
Long-Range Financial Plan. These projections
include revenues, expenditures, and fund
balances for all City funds. Revenue projections

are made for every individual revenue account
in every fund and are based on historical trends
and future assumptions regarding economic
performance, redevelopment, changes in state
statutes, and other factors.

These budgets are then compiled into a
comprehensive Annual Operating Budget by the
Finance Department and Office of Management
and Budget. This proposal is then reviewed
extensively by the City Manager and the Budget
Team. The City Manager then submits her
proposed budget to the City Commission.

The Finance Advisory Board, a citizen committee
appointed by the City Commission and serving
in an advisory capacity to the City Commission,
reviews the proposed budget and makes
recommendations in July. Also in July, the City
Commission establishes a maximum proposed
property tax rate to be levied for the next fiscal
year. This rate is included in the TRIM (Truth In
Millage - Notice of Proposed Property Taxes)
notices mailed to all property owners in August
by the Palm Beach County Property Appraiser.
In August, the City Commission reviews each
department’s budget during special work
sessions. In September, two public hearings
are held regarding both the proposed property
tax rate and the budget for the new fiscal year.
At the first public hearing, the City Commission
approves a tentative budget and at the second
public hearing, the City Commission adopts the
final budget. The property tax rate is established
by ordinance, with a public hearing at both first
and second readings.

The annual operating budget serves as more
than a financial plan for the City; it also serves
the following purposes:
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Information: The annual operating budget is
the primary conduit for City Administration to
justify its planned expenditures for the upcoming
fiscal year. Through the budget residents can
better understand how their tax dollars and other
revenues collected by the City will be expended.

Accountability: The budget also serves as
a tool for legalizing public expenditures. The
annual operating budget serves as a mechanism
to report the use of public resources.

Evaluation: The budget is used to help explain
the progress the City is making. The City of
Lake Worth is developing a comprehensive
performance measurement system, as this
system progresses performance measures will
be further integrated in to the daily operation of
the organization, and the workload measures
and efficiency measures will be intrinsically
linked to the budgeting process.

Planning: The budget serves as the City's
strategic operational plan; ultimately the City is
expected to expend funds based on its priorities
and all programming and services provided are
geared toward the City meeting its short term
and long term vision for the community.

Budget Question & Answer

What is Revenue?

Revenue is money that the City receives from
a variety of sources such as property taxes,
permits and fees, utility and sales taxes, charges
for services, grants, franchise fees and licensing
fees which are used to pay for the delivery of
services and other items to the public.

What is an Expenditure?

An expenditure is the process of spending
money. Expenditures include activities such as
paying employee salaries, purchasing office
supplies, repairing City facilites and making
long-term debt service payments.

What is a Fund?

Public sector entities, such as municipalities and
counties, operate on a fund based accounting
system. A fund is an accounting entity that
receives revenues from a specific source and
expends them for specific activities. The City
operates several different types of fund, including
the general fund, capital improvement fund, debt
service funds and internal service funds.

The General Fund is used to account for the
general operations of the city and all transactions
thatare notaccounted forin otherfunds oraccount
groups. Departmental budgets that fall under
the General Fund are presented on a modified
accrual basis; meaning that expenditures, other
than interest on long-term debt are recorded at
the time liabilities are incurred and revenues are
recognized only when they are received.

The Capital Improvement Fund is used to
account for all resources used for the acquisition
of various major capital improvements excluding
some which are funded through enterprise funds.

Enterprise Funds are used to account for
operations that are financed and operated
similarly to a private business, where the intent of
the governing body is that the costs of providing
goods or services (such as water, sanitation
services or electricity) to the general public on a
continual basis is financed or recovered through
user fees, or where the governing body has
determined that revenues earned, expenses
incurred or net income is appropriate for capital
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maintenance, public policy, management control,
accountability or other purposes.

Internal Service Funds are used to account
for the financing of foods or services provided
by one department to other departments within
the organization on a cost reimbursement basis.
Examples in Lake Worth include Information
Technology (IT) services as well as vehicle
maintenance services.

Debt Service Funds are used to account for
the payment of principal and interest on all
outstanding long term obligations except those
payable from Enterprise Funds.

What is a Millage Rate?

The millage rate, also referred to as the property
tax rate, is the adopted taxation rate approved by
the City Commission. The millage rate is applied
to property values to generate the necessary
revenue (in addition to other available revenue
sources) to pay for the services proposed in the
budget.

A mill is equal to $1 for every $1,000 of assessed
property value. For example, if the taxable value
of a house is $100,000 and the millage rate is
1, then the homeowner would pay $100.00 in
taxes, and if the millage rate is 10, then they
would pay $1,000.

The budget and property tax rate adoption
process is governed by a state statute referred
to as Truth in Millage, or TRIM. The Florida State
Constitution restricts the annual increase in
taxable value of a homesteaded property to 3%
or the increase in the CPI, whichever is less, and
a 10% increase on non-homesteaded property.

What Guidelines Govern the Budgeting
Process?

The City’s accounting and financial reporting
systems are maintained in conformance with
generallyacceptedaccounting principles (GAAP),
the Governmental Accounting Standards Board
(GASB), and the Government Finance Officers
Association (GFOA).

The City of Lake Worth uses the modified
basis of accounting; meaning expenditures on
anything other than interest on long-term debt
are recorded when the related fund liability is
incurred. Revenues are only recognized once
they are received unless they are susceptible to
accrual, i.e., measurable and available to finance
operations of the City.

An annual audit must be performed by an
independent public accounting firm, and a
Comprehensive Annual Financial Report (CAFR)
is subsequently published. The CAFR provides
City Administration and the general public with a
snapshot of the financial state of the City.

The City of Lake Worth prepares a five year
Capital Improvement Plan (CIP) annually. The
CIP is required by state statute and represents
the City’s multi-year capital expenditure strategy.
CIP’s are invaluable to municipalities because
without a multi-year plan, there is no way of
ensuring there will be sufficient funds to cover
the costs of major capital projects.

The City is required to hold two public hearings
for adoption of a property tax rate and budget.
The first public hearing is advertised by the
Property Appraiser mailing to each property
owner through the TRIM notice. In addition to
notification of this first public hearing, the TRIM
notice contains the following information:

66



Budget Guide

1. The new assessed value and the assessed
value for the prior year,

2. The tax bill if the current property tax rate is
charged for the new year;

3. The tax bill if the adjusted rolled-back rate is
levied for the new year (the rolled-back rate
is that property tax rate which would derive
the same amount of revenue based on the
new assessed values as was raised in the
prior year at the old assessed values; it
discounts for inflation); and

4. The property tax bill if the proposed budget
is adopted. The second public hearing is
advertised in the newspaper. Accompanying
this advertisement is a summary of the
revenues and expenditures contained within
the budget tentatively approved at the first
public hearing.

Upon adoption, the City’'s CAFR and Annual
Operating Budget will be submitted to the
GFOA to seek the Certificate of Achievement
for Excellence in Financial Reporting and the
Distinguished Budget Presentation Award.

The annual operating budget can only be
modified through a Commission approved
Budget Amendment. Requests to change the
total appropriation, personnel structure, project
capital request or project change order must
be submitted to and approved by the City
Manager’s Office. If the change is approved by
the City Manager, the Budget Amendment is
then put on a City Commission agenda where
the City Commission must pass a majority vote
to approve the proposed amendment.
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What is a Fund?

Afund is a set of interrelated accounts to record revenues and expenditures associated with a
specific purpose. Examples of funds in the City of Lake Worth are the General Fund, Refuse Fund

and Capital Improvement Fund.

What is Fund Balance?

Fund balance is the difference between assets and liabilities reported in a governmental fund at
the end of the fiscal year. Fund balance ranges are established for each of the City’s funds. The
amounts set for each fund are based on the predictability of revenues, volatility of expenditures, and
any relevant liquidity requirements.

Fund balance tables for all major funds are listed on subsequent pages.

68



City-Wide Total Fund Balance By Fund Type

FY 2007-08 FY 2008-09 FY 2009-10 FY 2009-10 FY 2010-11
Actuals Actuals Final Budget Dept Projections Adopted Budget
7,693,557 1,978,406 241,230 382,724 108,493
7,693,557 1,978,406 241,230 382,724 108,493
152,647 157,046 157,046 157,046 140
- (9,743) (352,843) (623,153) (632,080)
- - - - 27,357
150,000 150,531 150,531 411 -
1,589,787 1,346,852 1,113,022 1,113,022 880,139
- - - - 12,061
1,445,780 1,736,963 952,963 952,963 -
800,868 317,368 313,932 413,932 663,932
- - - 682,314 -
23,113 14,874 10,874 10,874 -
- - - 590,229 180,263
684,379 629,131 599,131 599,131 594,131
6,614 6,844 6,844 - -
218,395 218,651 210,751 210,151 151,351
9,894 8,435 8,435 8,435 -
(4,813) 7,144 7,144 7,144 -
11,977 10,730 3,330 - -
97,190 85,693 85,692 60,883 -
124,064 123,141 123,141 124,741 1,544
5,309,895 4,803,660 3,389,994 4,308,123 1,878,838
295,340 262,282 261,281 261,281 261,281
205,340 262,282 261,281 261,281 261,281
- - - 455,000 -
- - - 455,000 -
3,247,043 4,142,359 = 3,561,263 481,866
3,247,043 4,142,359 - 3,561,263 481,866
51,660,000 51,129,010 45,898,306 46,842,941 42 685,050
34,923,246 36,279,622 36,246,435 37,514,972 39,773,725
8,690,323 8,721,820 7,482,180 7,653,127 5,644,643
1,159,610 1,197,393 1,115,319 811,612 1,105,492
35,376,699 34,507,247 34,518,995 34,634,148 35,837,937
7,340,433 7,599,728 7,596,012 7,886,694 6,830,965
(469,320) 36,765 12,986 697,746 532,242
138,680,991 139,561,585 132,870,232 136,041,240 132,410,054
13,344 17,921 (18,486) 96,040 46,739
2,348,932 4,344,723 4,344,723 4,344,723 3,336,010
= (66,442) (66,442) (75,658) 1,066,169
2,362,276 4,296,202 4,259,785 4,365,105 4,448 918
157,589,102 155,044,494 141,022,533 148,919,736 139,589,450
ALL FUNDS BY FUND TYPE
CHANGE IN FUND BALANCE # General Fund
M Special Revenue Funds
i%ggggg M Debt Service Fund
120000000 | 1 Capital Projects Fund
lggg% m Electric Fund
60000000 m Water Fund
;%gg% i Local Sewer Fund
0 M Golf Course
~20000000 /s}" F o & M Regional Sewer
&v@' W Qt"b & bﬁ“b M Stormwater Utility Fund
s & & & F M Refuse, Collection & Disp
& o Q ,»Qg‘m Hinternal Service Funds
&




City-Wide Total Revenues By Fund Type

Actual Actual Final Budget Projections Budget
Fund Type FY 2008 FY 2009 FY 2010 FY 2010 FY 2011
General Fund 40,920,954 38,491,873 34,223,757 32,517,615 29,708,489
Total General Fund 40,920,954 38,491,873 34,223,757 32517615 29,708,489
Special Revenue Funds
Improvement Fund 12,808 11,883 9,000 9,000 9,014
Building Permit Fund 942 463 972,693 484 373 13,377 385,100
Beach Fund - - - - 962,484
Parking Improvement Fund - 531 - - 500
Public Service - Parking - - - - -
Foreclosure Fund 204 602 14,441 10,000 10,000 73,000
Housing Initiative Fund - - - - 430,000
Road Improvement Fund 293,089 292,957 216,000 216,000 224,125
Grant Fund 1,616,479 1,138,317 888,183 888,183 2,667,847
Beach Redevelopment Fund - - - 1,193,981 5,000,000
Tree Beautification Fund 25613 7,500 10,000 10,000 -
Utility Conservation Fund - - 1,000,000 1,000,000 1,043,550
Simpkin Trust Fund 29,537 24,752 - - -
Library Endowment Fund 2,625 230 - = =
Library Trust Fund 12,216 12,755 2,100 1,500 1,200
Incentive Fund - - - - -
Criminal Justice Fund 14,232 11,957 - - 12,000
Building Education fund 10,366 4,140 4,000 9 -
State Forfeiture Fund 80,736 10,352 - 3,200 -
Special Trust Fund 6,985 5,168 - 2,400 1,544
Total Special Revenue Fund 3,251,651 2,607 676 2,623 656 3,447 650 10,810,364
Debt Service Fund
Debt Service Fund 489,655 400,278 433,102 433,102 432,140
Total Debt Service Fund 489,655 400,278 433,102 433,102 432,140
Capital Project Funds
Capital Project Fund 3,165,621 2,660,442 2,191,500 2,057,999 1,205,230
Total Capital Project Fund 3,165,621 2,660,442 2,191,500 2,057 999 1,205,230
Casino Building Fund = - B - 3,000,000
Enterprise Funds
Electric Fund 58,842,201 60,529,368 63,402,562 63,107,562 60,206,920
Water Fund 11,199,256 11,887,933 12,263,263 12,263,263 12,862,409
Local Sewer Fund 5522176 5,929,009 5,559,011 5,559,011 5,263,292
Golf Course Fund 1,938,667 1,891,080 1,632,536 1,348,774 2,193,835
Regional Sewer Fund 3,669,707 6,436,200 6,685,740 6,848,234 6,909,193
Stormwater Fund 4841516 1,644 646 1,668,000 1,850,200 1,645,721
Refuse Collection & Disp 4709776 4,647,481 4,834 407 4,528,591 4,514,300
Total Enterprise Fund 90,623,199 92,865,717 96,045 519 95,505,635 93,495,670
Internal Service Funds
Information Technology 1,287,915 1,091,212 1,364,655 1,294,649 1,498,836
Self Insurance Fund 5,003,147 3,845 546 3,693,711 3,693,711 1,146,826
City Garage Fund 535,645 545515 712,234 712,234 2,143,100
Total Internal Service Funds 6,826,707 5,482 273 5,660,600 5,600,594 4,788,762
Total All Funds 145,277,787 142,408,259 141,178,134 139,562,595 143,440,655
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City-Wide Total Expenses By Fund Type

Actual Actual Final Budget Projections Budget
Fund Tvpe FY 2008 FY 2009 FY 2010 FY 2010 FY 2011
General Fund 42 471,508 44,207,024 35,960,933 34,301,191 29,232,720
Total General Fund 42471508 44,207,024 35,960,933 34,301,191 29,232,720
Special Revenue Funds
Improvement Fund 8,318 7.484 9,000 9,000 165,920
Building Permit Fund 938,142 986,757 823,152 702,301 394,027
Beach Fund - - - - 935,127
Parking Improvement Fund - - - 80,120 911
Public Service - Parking - - - - -
Foreclosure Fund 139,692 257,376 243,830 243,830 305,883
Housing Initiative Fund - - - - 417,939
Road Improvement Fund 13 1,774 1,000,000 1,000,000 1,177,088
Grant Fund 815,611 1,621,817 891,619 891,619 2,417,847
Beach Redevelopment Fund - - - 123,311 5,682,314
Tree Beaultification Fund 2,500 15,739 14,000 14,000 10,874
Utility Conservation Fund - - 1,000,000 409,771 1,453,516
Simpkin Trust Fund 30,000 80,000 30,000 30,000 5,000
Library Endowment Fund 1,223 - - 6,844 -
Library Trust Fund 11,000 12,499 10,000 10,000 60,000
Incentive Fund 2,717 1,459 - - 8,435
Criminal Justice Fund 39 - - - 19,144
Building Education fund 5,056 5,387 11,400 10,739 =
State Forfeiture Fund 25,349 21,849 - 28,010 60,883
Special Trust Fund 27,397 6,091 - 800 124,741
Total Special Revenue Fund 2,007,057 3,018,232 4,033,001 3,560,345 13,239,649
Debt Service Fund
Debt Service Fund 3,492120 433,336 434,103 434,103 432,140
Total Debt Service Fund 3,492.120 433,336 434,103 434 103 432,140
Capital Project Funds
Capital Project Fund 2,535,950 1,765,126 3,690,240 3,529 866 3,809,414
Total Capital Project Fund 2,535,950 1,765,126 3,690,240 3,529 866 3,809,414
Casino Building Fund - - - - 3,445,000
Enterprise Funds
Electric Fund 61,612,162 61,060,358 68,270,993 67,225 855 72,452 647
Water Fund 10,766,713 10,531,557 12,296,450 11,006,213 29,206,738
Local Sewer Fund 5,321,913 5,897,512 6,798,651 6,622,188 9,699,317
Golf Course Fund 2,244 369 1,853,297 1,714,610 1,739,820 2,301,840
Regional Sewer Fund 5,196,736 7,215,652 6,763,992 6,807,651 6,091,904
Stormwater Fund 1,474,949 1,285,351 1,671,716 1,556,140 4,620,468
Refuse Collection & Disp 4,429 252 4,141,396 4 858,186 3,850,713 4,679,804
Total Enterprise Fund 91,046,094 91,985,123 102,374,598 98,808,580 129,052,718
Internal Service Funds
Information Technology 1,555,235 1,086,635 1,391,062 1,206,524 1,548,137
Self Insurance Fund 4,031,735 1,849,755 3,593,711 3,593,711 2,155,539
City Garage Fund 535,645 611,957 712,234 721,714 2,067,273
Total Internal Service Funds 6,122 615 3,548,347 5,697,007 5,521,949 5,770,949
Total All Funds 147,675,344 144,957,188 152,189,882 146,156,034 184,982,590
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General Fund Revenue Analysis

As previously stated in this document, Ad Valorem Taxes have been on a downward
trend in Lake Worth since FY 2009 due to the slump in the housing market. The City
experienced a decrease in property values of 9.73% or $210,871,062 for FY 2009,
23.36% or $456,690,129 for FY 2010, and 24.7% or $370,241,458 for FY 2011. The
trend is expected to continue at a minimum through FY 2012, albeit at an anticipated
level of 8% to 10%. Additionally, Local Option Fuel Tax collections have been on the
decline since FY 2008; down an aggregate of 7.5% between FY 2008 ($864,888) and
the amount projected for FY 2011 ($800,000). The decline is mainly due to the nature
of the funding source. The Fuel Tax is tied to the purchase of motor vehicle fuel.
Driving and the resultant fuel purchases decreased when fuel prices topped $4.00 per
gallon. Since fuel prices returned to relatively reasonable amounts, driving habits
stabilized for most people, thereby stabilizing the revenue source.

Franchise Fee collections are generated by a percentage of the gross receipts from the
sale of residential metered gas and commercial roll-off container services. The City tax
rate is 6% of gross metered gas sales. Collections have declined 22.5 % from $69,653
in FY 2008, to approximately $54,000 in Fiscal Years 2009 and 2010. For FY 2011,
staff has projected collections of $54,000. For the private hauler roll-off container
franchise fee, the City’s General Fund was receiving 20% of the generated fee with the
balance of 80% going to the Refuse Fund. The City’s Refuse Fund has recently taken
over all roll-off container service citywide. Hence there will no longer be a commercial
roll-off component to this category.

Lake Worth'’s Utility Services tax collections are comprised of Electricity,
Telecommunications, Water, Metered Gas, and Propane usage. Total Utility taxes have
declined approximately 18.7% from actual FY 2008 collections of $5,283,661 to the
City’s projection for FY 2011 of $4,293,600. Most notable are the declines for Electricity
and Water. Collections for Electricity went from an FY 2008 actual of $2,421,195to a
FY 2011 projection of $2,100,000. Collections for Water went from $1,071,221 in FY
2008 to a projection of $775,000 for FY 2011. These dramatic declines are partially due
to conservation efforts by our residents and business owners in response to mandated
water restrictions, and to some degree, delinquent collections and the lack of normal
billings on foreclosed homes.

The total revenue collected for Business Licehses appears to have been on the decline
since FY 2008, i.e., $1,080,716 in FY 2008, $584,451 in FY 2009 and $333,907 in FY
2010. However, revenues charged to this account in FY 2008 that should have been
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charged to General Government and Public Safety accounts, and vice versa for FY
2010 collections. For FY 2008, the errors cannot be corrected since the books for that
fiscal year have been audited and are officially closed. However, for FY 2010, the
incorrect charges can be reclassified to the correct accounts which will then show
Business License collections to be at fairly stable amount of approximately $550,000 to
$600,000 per annum.

Permits & Plan Review collections are now recorded in the City’s Building Service
Fund. Historical data is still indicated on General Fund documents for prior years.
Please refer to the Building Services Fund for its respective revenue discussion.

State Shared Revenues have seen a dramatic decline of 18.2% from actual FY 2008
collections of $5,044,308 to the FY 2011 projection of $4,281,000. Details of the
decline are as follows:

1) The City’s share of State sales tax collections declined from $1,287,185 in FY
2008; $1,168,279 in FY 2009; $1,088,866 estimated in FY 2010 to a projection of
$1,132,000 for FY 2011;

2) Half Cent sales tax declined from $2,523,033 in FY 2008, $2,265,725 in FY
2009, $2,311,125 estimated in FY 2010 to a projection of $2,264,000 for FY
2011;

3) Section 185 Fire and Police Pension subsidy collections declined from
$1,105,460 in FY 2008 to a projection of $800,000 for FY 2011.

It should be noted that projections for State Shared Revenues come via the State’s
Department of Revenue. Whereas, the Sales Tax estimate has been released by the
State and is represented in the General Fund balance summary, the Half Cent Sales
Tax component is not available as this version of the City’s budget is being compiled.
Updated amounts will be included in subsequent versions of the budget.

As stated above, under Business Licenses, charges made to General Government
accounts have been inconsistent. Staff is currently clarifying the various collection
sources, reclassifying miss-coded items and moving forward, classifying collections in
the correct accounts. The General Government revenue category should include
collections primarily from Code Enforcement activities, Zoning Fees,
Certifications/Record Searches and Janitorial Charges. For the reader’s information, in
FY 2011 Janitorial Charges have been moved to the Reimbursement category. The
aggregate FY 2011 projection for this grouping is $150,450. Though the estimated
receipts for FY 2010 are indicated to be $227,210, for comparative purposes with the
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FY 2011 estimate components, the FY 2010 estimated receipts would be $167,210;
representing a projected decline of 10%.

Similar to the discussion for General Government and Business Licenses above,
revenue classification has been an issue for accounts in the Public Safety revenue
category. Staff is currently addressing the issue. Once the reclassifications have been
made, staff is expecting fairly stable collections in this category of approximately
$175,000 to $200,000.

Physical Environment collections include Outside Water & Sewer Surcharge Fees: for
FY 2011 $400,000 and $130,000, respectively, and Cemetery Fees, $15,000. The
Water & Sewer Fees have stayed fairly consistent from FY 2008 actual collections to
the FY 2011 projections. Cemetery Fees have been fairly irregular since FY 2008, i.e.
$23,950 in FY 2008, $34,005 in FY 2009, $12,000 estimated for FY 2010 and $15,000
projected for FY 2011. This irregularity is due to the nature of demand for cemetery
services.

Transportation collections include revenues from parking meters, parking permits and
boat launches. For FY 2011, the parking related revenue is being moved to the Beach
Fund. The revenue remaining in this category of the General Fund will consist of only of
boat launches. Estimates of $30,000 have fallen drastically short of the $150,000 final
FY 2010 budget figure. This is primarily due to the fact that $150,000 was a very
aggressive annual estimate. Actual revenues only commenced this past March. Based
on the rather limited FY 2010 activity, staff has estimated $30,000 for the final six
months of FY 2010 and $30,000 for FY 2011. The FY 2011 projection is being set at
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