City of Grand Island

Tuesday, August 26, 2003
Council Session

[tem |2

#2003-250 - Consideration of Approving 1% IncreasetothelLid
Limit

In 1998 the Nebraska State Legislature passed LB989, which put a cap on the amount of
restricted revenues a political subdivision can budget for. Therestricted revenues that the
City of Grand Idland includesin the budget are Property Taxes, Paymentsin Lieu of
Property Tax, Local Option Sales Tax, Motor Vehicle Tax and State Aid. Of these restricted
revenues, property tax is the only revenue that the City can control. Theincreasein restricted
funds authority using the 1% additional amount and the population growth (when available)
isnot an increase in budgeted revenues. 1t only provides the ability to increase restricted
revenues, particularly property tax, in a future year if necessary, if council so decides.
Approval isrecommended. A motion isin order.

Staff Contact: David Springer

City of Grand Idand City Council
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DATE: August 21, 2003

TO: Jay Vavrichek, Mayor
Councilmembers,
Marlan Ferguson, City Administrator
David Springer, Finance Director

FROM: Paul Mu€ller, Controller

RE: Adoption of additional 1% increasein restricted fundslid

Background:

During the Council meetings on the budget, there were a lot of questions concerning
restricted funds and the impact the restricted funds have on property taxes. Hopefully this
will help clarify what restricted funds are all about. The numbers in parentheses reference
the corresponding line item on the attached lid computation form.

In 1998 The Nebraska State Legislature passed LB 989, which put a cap on the amount of
restricted revenues a political subdivision can budget for. The restricted revenues that The
City of Grand Idand includes in the budget are Property Taxes, Payments in Lieu of
Property Tax, Local Option Sades Tax, Motor Vehicle Tax, and State Aid. Of these
restricted revenues, property tax is the only revenue that the City can control. In other
words, The City can levy any amount for property tax, subject to levy limits. The other
restricted revenues are dependent on how much is collected or other formulas, i.e.: sales tax.

Discussion:

To compute the base, the starting point is the prior years budgeted restricted funds and any
unused budget authority from the prior year. Each political subdivision budgets amounts for
restricted fund. The total amount of these funds is reduced by restricted funds budgeted for

debt service, capital projects, and inter-local agreements to come to atotal restricted funds
for 2003 — 2004.



Each year, the political subdivisions are allowed by State Statute to raise the base from the
prior year by 2.5%. Political Subdivisions can aso increase the base if the growth in taxable
valuation is higher than the allowed 2.5%. This is called dlowable growth and is increased
by the difference between the growth percentage and the 2.5%. A third way to increase the
base is to have the Political Subdivison governing board (City Council) vote to increase the
base by an additiona 1% over the alowable 2.5%. The dlowable dollar increase is
computed by taking the prior year base times the allowable % growth to come to a total
restricted funds authority. The amount of unused restricted funds authority is carried over to
the next year and added to the current year amount of restricted funds to be next years base.

The increase in restricted funds authority using the 1% additional amount and the population
growth (when available) is not an increase in budgeted revenues. It only provides the ahility
to increase restricted revenues, particularly property tax, in afuture year if necessary.

Fiscal Implications. None

Recommendation: Pass additional 1% increase in restricted funds lid.



STATE OF NEBRASKA

AUDITOR OF PUBLIC ACCOUNTS

Kate Witek
Seane Audiver
kewincio@mail.icate. me.ns

[heann Haeffner. CPA
Degrury Staze Audivor
haelfnei@mail srare. nea

Dion Dunlap, CPA
Asit, Depuiy Audivor
ddunlipFmaikaate eas

Pat Heding. TR
Axen. Depury Asdioor

scdlin plmail asace. e

Tim Chanaer, CPA
Asar, Deputy Auditer
ehanner® mailstair b us

Mary Avery
SAEFinance Manager
bury]Arerp®ecd.com

Dennis Meyer
Budget Coordinater

dmepe @il s se.w

Mark Avery, CPA
Subdivision Audit
Reviwew Caordinatar

meweryPmail e neue

Robert Hotz, |1
Legal Councel
rolsbor @ man Laesue mew

EILTN
Ea L
Ve &

)
) 2002 P !
uppusl 3, M2 o =) P01, B BEYLF
o E"| Sume Cagricel, Suie 2303
b E Liacokn, NE 68509
£y a-“ 402-471.2111, FAX 402-471-3300
Cirand Bskosl Oy Council B ‘?.@.' wewes AUl [IorEsTare e
L

i Hox 1964
Giraid slaowl, Mebrasks G8E02-1968

[3ear Uoaner] Members:

Tiis letter is in regard 1o conversalions held with Paul Muctler. City Controller, ahoat
ihe Bandger and the Bl o restmcted funds. Through our conversations, 1 was noed the
Cuty Council has oot been approvirg e additional 1% inerense 10 the hase aniount o

11 purposes,

Tive id on restricied funds can be difficult o understand so hopefully this lester will help
weaplain how Ve additional 1% affects the fid an resrciod fumds. The lid en resneled
funels linsits thee ity 0@ the amount of propery tix andl state il dal can e recepeod ina
fiseal year. The Legiskaur: established the hd on restricted funds wnd albows the baas
amoun ezsh vear lo he increased by 2.5%. plus allownble prowih, plus 1% il the
poverming bedy voles the nerease Tl hase amount is en the i it amot o
prupery laz ard state akd the Cily van feveive I thae iy i mol @ the i wmount, (e
recaining amant i carrad Toreard s pnused autharity.

Far example, (b base amount fos the 200020602 Cire of Grand Island badget after
faking the 25% and altowable erowth was §17 590,161 The 200020007 restricted Tamds
{propory s and Mok aid) For e City was 17091432 which thew yesalved um wpwed
swathorsty of 5504732, 17 the City Coune] wesald Bave voled e sdddimiomnl . e bas
snenaisl wiould kave been $17, 706,176 aitel e nenusced aathonity woubd have incnssed 10
£,74,744. Fhe City Counci] coukd have wdoped the saie budge! wnd imcreased Hear
baes amourd Ter futwe iadgcl vears withn avioeatically increasing property lases by
an sdditiona] 1%, ke addilional 1% can siton unused mubwrity as beng as the Cily
Conneil determmes hut i tiere B some reassm the City Council ibeds addivienal funds
e the authanty o Heere.

If you have sy guestions of cORCems don't hesigale (0 cosact oug office &
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On Tucsday evening. the City Council will be veling on wheiher or a1 10 approve (e
L%l increase, We did o survey to determine what some of the other Nehraska cilics
were doing. As vou can sec by the results bulow, vartual ly every gity w surveyed s
approved 1he measure, with the cxeeption of Waverly, which his an cxtremely high
aowth pate:

TAliance . [ Approved 1% increase in budges authanily for the past e years
[Alma__ | Approvesthisevery year. . ___ . . —— - .

Blarr Has used in (he past. 1%id nol propose it this yoar, s they ars

carrying an unused autherity equal 1o about T5% of actwal taxes

| I __-I.l-:\-p;_ﬂ They ﬂhﬂ_trﬂj“!ﬂ"f"l'l_’-'l}’_'_ﬂ A.10% n.cw_-rﬂ_uhlm umual_l}'.
T olumbus | Has always passed the fidd but docsn’t use L S
! Draid ity Tave approved o1 for theee years, and will likcly to i ppaim this ‘
A £ S ———— 5
ering | Haw approved the 1% increase sinee the lid Taw was cnacted, i
 Golbenburg _I__ﬁm"m;a"-iﬂ_ﬂﬂr_z?ﬂ-. R e
| Kuarney Approves the 1% incrase every year. |
_Lawrel T R R TS AT

| Vst Tlus approved he merease each vear, even though they are nol

i ) | wming their full authority, e T TR
Murbeny | Hus approved the imcrease every year. . o

Chgallals Fias approved (e ineTeass SVery yeur 5y 3
| Papillion ApeVed. L e v e e
‘Ralson____ [Appoved .. I
 Seward b Has appaoved the increase every yeir, bl buag nover usedic

Sidney | Hasapproved this the pust three years . -
' Soath Sion iy | Has a pproved the inerease every year, bul has pever wsgd it :
| Speinglicid | Has approved fhe increast every yesr, but has never veed it
'__Shill:l.qil T4 HIH‘ aP.E-l't-ﬂ.r-cd_"!ig ey wEAE, }_i_n_rl will |lL|‘!|ll’l|.‘il'l_.liD ag'-tiﬂ Lhiis YCAr.

Wuverly Their prowih race s heen so rapad, they have never meeded 1,

| owevur, if growth were to slow down, they would consider i,

D wayne T ] This issue is also un their apenda - they will likely approve i, i



bdaran... ......... . the Kearney City Coungil has automatically passed

tho acdifinnal 1% every year. We've made them very aware of the fact that
we've been |iving on reserves over thi past several years 1o balance the
budgst. We simply showed them the decling in reserves and how rapidly we
would eventually be hitting the wall. They see the problem claarly, and |
RREVEr Miss an cpportunity to emphasize that the spending lid is our biggest
crisis. The probdem in Kearney s not the tevy lid or a lack of money

The problem for Kearney is a sevara spending lid thal now s preveniing us
fram keeping up wilh basic envices with such rapid growth. Thal provision
in Lhe foomula for growdh is a joke, We've nevar seen any gignificant halp
from il Until we "fioé" the inequilics in the Lid Laws, the 15 i3

practically the only remedy we hava 1o lake care of our own problem. If

you still have some cushion with your resenves, consider how rapidly that is going
to decling with growth, inflation, insurance increases, loss of inlarast income,
atn., Bl



RESOLUTION 2003-250

WHEREAS, pursuant to Neb. Rev. Stat. §13-519, the City of Grand Idand islimited to
increasing its total of budgeted restricted funds to no more than the last prior year's totd of budgeted
restricted funds plus population growth plus two and one-half percent (2 1/2%) expressed in dollars; and

WHEREAS, §13-519 authorizesthe City of Grand |9 and to exceed the foregoing budget
limit for afiscal year by up to an additional one percent (1%0) increasein budgeted restricted funds upon the
affirmative vote of at least 75% of the governing body; and

WHEREAS, the Annua Budget for Fiscd Y ear 2003-2004 and Program for Municipa
Services in the Lid Computation FY 2003-2004 supported by the detail relating to redtricted revenue
accounts, proposes an additional increasein budgeted restricted funds of one percent (1%o) as provided by
the satute; and

WHEREAS, gpprova of the additiona one percent (1%6) increase in budgeted restricted
fundsis prudent fisca management, does not increase authorized expenditures and isin the best interests of
the City of Grand Idand and its citizens.

NOW, THEREFORE, BE IT RESOLVED BY THE MAYOR AND COUNCIL OF
THE CITY OF GRAND ISLAND, NEBRASKA, that upon affirmative vote by more than 75% of the
City Council, of budgeted restricted funds for Fiscal Y ear 2003-2004 shdl beincreased by an additiona
one percent (1%) as provided by Neb. Rev. Stat. §13-5109.

Adopted by the City Council of the City of Grand Idand, Nebraska on August 26, 2003.

RaNae Edwards, City Clerk

Approved as to Form &
August 22, 2003 o City Attorney




