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INTEROFFICE COMMUNICATION

TO: Melissa McKinlay, Mayor
& Members of the Board of County Commissioners

FROM: Verc}y/a@@mdnﬁmﬁrator

DATE: June 5, 2018

SUBJECT: FY 2019 Budget Proposal

Attached, please find our FY 2019 budget proposal and supporting
information. Our continuing goal is to produce a County budget that
delivers necessary services, while minimizing tax requirements.

The countywide budget is balanced at the current rate of 4.7815
mills. The proposed rate will generate $894.8 million in property taxes,
$49.2 million (5.8%) over the current year and $206.1 million (29.9%)
above the FY 2007 level. During this period, (TABOR) CPI, combined
with population, is up 35.9%.

This budget proposal represents a $17.8 million (5.1%) net increase in
the Countywide BCC Departments’ ad valorem funded budgets.

The proposed budget supports the County’s major goals as set by the
BCC at its November workshop - Economic Development,
Housing/Homelessness, Environmental Protection, Infrastructure,
Public Safety, and Heroin/Opioid Epidemic.

Continuing Funding for the BCC’s major goals has been included, as
follows:

e Economic Development $4.6 million

e Homelessness $21.2 million

e Heroin/Opioid Epidemic $2 million

Major Supplemental additions to the FY 2019 budget include:

e Economic Development Incentives $100k
S/MWBE Positions $206k
e Housing/Homelessness
o Affordable Housing (Glades) $650k
o Rapid Rehousing $250k
o Parks to Work Program $200k
o Human Services Supervisor $64k

o Housing Liaison $78k
e Medical Examiner $632k
e Natural Areas Funding $3 million



In order to submit a budget that maintained the existing tax rate, many Department requests were
not included in the proposed budget.

A detailed list of supplemental funding requests and those included in the budget can be found starting
on page 6 of this package.

The proposed budget includes $8.9 million of BCC departments’ ad valorem funded supplemental
operating budget requests. The proposed budget includes the addition of 81 new BCC positions, 40, of
which, are General Fund ad valorem supported. The Personnel Position Analysis can be found on
page 5 of this packet.

The proposed budget also includes new capital funding of $36.2 million, primarily for R&R projects.
This is an increase of $5.3 million over the current year.

Reserves have been increased from $107.5 million to $128.4 million, or 9.2%, of the gross General
Fund budget. This complies with the current County policy. Appropriated reserves are a key factor in
assuring the County maintains sufficient fund balances. The Government Finance Officers
Association recommends the following:

“If fund balance falls below a government’s policy level, then it is important to have a solid plan to
replenish fund balance levels. Rating agencies consider the government’s fund balance policy, history
of use of fund balance, and policy and practice of replenishment of fund balance when assigning
ratings. Thus, a well-developed and transparent strategy to replenish fund balance may reduce the
cost of borrowing. “

Major factors impacting the General Fund proposed budget are:
e Proposed (COLA) pay increase - BCC (3 %) - $6.5 million
e CRA contributions - $3.2 million

Net of a $7.9 million carry forward, the Sheriff’s budget is up $31.1 million and includes a $3.2
million addition to base request for POTUS expenses, for which we anticipate receiving
reimbursement. After additional revenue of $0.7 million, the net increase is $25.8 million (4.7%).

In addition, below are several outstanding budget issues requiring BCC direction:

e Inspector General Position Funding — additional four positions in FY 2019, three in FY 2020
and three in FY 2021, or absorbing the Internal Auditor Department.

e Court Administration — State Funded position becomes a BCC position (Court Technology
Officer)

e Adult and Juvenile Reentry Program — Justice Assistance Grant (JAG) funding not released,

pending requirements with immigration rules.
e FUSE Program — JAG funding not released, pending requirements with immigration rules.
e Guardian Ad Litem — One-time funding in FY 2018 is requested for FY 2019.

Final Property values will be available on July 1% and have historically been slightly higher than the
June values.

Also included in this package are the FY 2019 Department Program Objectives and Performance
Measures. County staff is continuing to review, expand and improve performance measures
applicable to their programs.



Consistent with last year, all information presented to the Board is available to the public on the
County’s website. It will continue to be updated through the conclusion of the budget process in
September.

Staff is dedicated to working with you to achieve the best results possible for the well-being of the
public.

Thank you.
Attachments

C. Management Team
Department Heads
Constitutional Officers
Cindy Beaudreau
Lester Williams
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Board of County Commissioners

Budget Workshop

FY 2019 Proposed Budget

June 12, 2018

Roll Call
Prayer

Pledge of Allegiance

Overview of FY 2019 Budget
1. Major Budget Assumptions and Factors
2. Increase/Decrease in Taxes and Millage Rates
3. Summary of Tax Equivalent Funding
I. BCC Departments

ii. Judicial

Iii. Constitutional Officers
Personnel Analysis
Supplementals - Requested/Approved
Capital
Financial Policies
BCC Departments Funding History

Public Comment

6:00 PM

Page #

53-63
64-69

70-114




PALM BEACH COUNTY
FY 2019 Major Budget Assumptions and Factors

Ad Valorem Revenue (based on June 1 estimated values)
The budget proposed is balanced at the current rate of 4.7815 mills.
The proposed Countywide Ad Valorem taxes are $894,765,394 and are:
e $49.2 million over the current year; and
e Requires a simple majority vote of the BCC

BCC Departments
The net Ad Valorem budgets for BCC departments are up $17.8 million (5.1%). This increase includes
funding for a 3% pay increase, and increased FRS rates. Health insurance contributions remained flat.

The budget includes the addition of 81 new BCC positions, 40, of which, are General Fund ad valorem
supported. These 40 new positions are primarily in Engineering and Facilities Development &
Operations. Also included are three Board supported positions in the Office of Small Business Assistance
to support the proposed Minority/Women Business Enterprise and Small Business Enterprise Programs.
The budget also includes 40 non-Countywide ad valorem and non-ad valorem supported positions in Fire
Rescue, Library, Airports, Water Utilities, Building Division, and Tourist Development Council.

The Personnel Position Analysis can be found on page 5 of this packet.

Sheriff
The Sheriff requested a gross budget of $657.2 million, which is included in this proposed budget. After
an increase in revenue, the net ad valorem funded budget is up $25.8 million (4.7%).

Capital
The proposed budget includes $36.2 million in ad valorem funding, primarily for R&R projects. The
Summary of FY 2019 Capital Projects starts on Page 54 of this package.

Reserves

General Fund Contingency and Reserve for Balances Forward are at $128.4 million. This is 9.2% of the
gross General Fund budget, which complies with the County’s current policy. Our level of reserves is an
important factor in the evaluation of the County’s financial strength and to maintain our AAA rating.

Financially Assisted Agencies
The Financially Assisted Agencies (FAASs) are included in the FY 2019 proposed budget at 3% above the
current funding level.

Library
The Library Budget is balanced at the current millage rate of 0.5491.

Fire Rescue
The Fire Rescue Main MSTU is balanced at the current millage rate of 3.4581. The Jupiter millage rate
is 1.9038, down from 2.0038.
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POSITION SUMMARY BY DEPARTMENT

Adopted | Adopted FY 2018 Mid Year Adj Final Proposed FY 2019 Total
Department FY 2008 | FY 2018 |Additions Deletions Transfers | FY 2018 | Additions Deletions Transfers| FY 2019
Board of County Commissioners
Community Services 469 164 1 1 166 1 167
County Administration 13 13 1) 12 12
County Attorney 55 42 42 42
County Commission 28 27 27 27
County Cooperative Extension Service 39 31 31 31
Criminal Justice Commission 19 9 2 11 11
Engineering & Public Works* 499 440 440 18 458
Environmental Resources Management 151 126 126 126
Facilities Development & Operations 386 319 319 4 323
Housing & Economic Sustainability 61 54 54 1 55
Human Resources 39 33 33 1 34
Information Systems Services 225 213 213 213
Internal Auditor 12 9 9 9
Legislative Affairs 4 3 3 3
Medical Examiner 22 23 23 25
Office of Community Revitalization 9 6 6 7
Office of Equal Opportunity 12 12 12 12
Office of Financial Mgmt & Budget 43 32 32 1 33
Office of Resilience 0 3 3 3
Office of Small Business Assistance 8 7 7 3 10
Palm Beach Tansportation Planning Agency 10 13 13 13
Palm Tran 570 623 623 5 1) 627
Parks & Recreation 699 588 588 588
PZ&B - Planning & Zoning 203 152 152 3 155
Public Affairs 56 44 44 44
Public Safety 372 262 4 266 1 267
Purchasing 51 45 45 45
Risk Management 37 30 30 30
Youth Services 0 84 84 84
Total BCC General Ad Valorem Funded 4,092 3,407 7 0 0 3,414 41 (1) 0 3,454
Other Departments and Agencies
Airports 159 157 157 1 158
PZ&B - Building Division 197 148 4 152 8 160
County Library 481 424 424 5 429
Fire-Rescue 1,471 1,521 1 1,522 19 1,541
Fleet Management 72 59 59 59
Tourist Development 4 4 4 5
Water Utilities 518 591 591 597
Commission on Ethics 0 5 5 5
Office of Inspector General 0 23 23 23
Total Other Departments and Agencies 2,902 2,932 5 0 2,937 40 0 0 2,977
Total BCC 6,994 6,339 12 6,351 81 (1) 0 6,431
Constitutional Officers
Clerk & Comptroller 144 139 139 1 140
15th Judicial Circuit 20 33 33 1 34
Property Appraiser 280 253 253 253
Sheriff 3,812 4,186 15 4,201 57 4,258
Supervisor of Elections 45 51 51 1 52
Tax Collector 269 322 322 322
Total Constitutional Officers 4,570 4,984 15 0 4,999 60 0 0 5,059
Grand Total 11,564 11,323 27 0 0 11,350 141 (1) 0 11,490

*Nine of Engineering positions are based on a contract going to the Board on June 19, 2018
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FINANCIAL POLICIES Palm Beach County, FL

Palm Beach County's FY 2019 Budget has been developed using the policies described in this segment of the
Budget document and is intended to facilitate management actions on financial decisions, as well as, to assist
other readers of this document in understanding County finances.

The establishment of consolidated financial policies will also have the following benefits:

« Provide a concise reference guide for consideration of County financial matters.

« Direct attention to overall financial condition, rather than a narrow focus on single issues.

« Exhibit a commitment to sound financial management and fiscal integrity, establishing credibility
and confidence for citizens, investors, and rating agencies.

» Demonstrate compliance with applicable Florida statutory requirements.
The financial policies on the following pages are grouped into the following categories:

+ BUDGET POLICIES

¢ REVENUE POLICIES

¢ EXPENDITURE POLICIES

¢ RESERVE POLICIES

¢+ DEBT POLICIES

¢ CAPITAL IMPROVEMENT POLICIES

¢ OTHER - ROTATION OF EXTERNAL AUDITORS

I. BUDGET POLICIES

1.1 Balanced Budget

The County's Annual Budget shall be balanced; that is, the total estimated receipts, including balances brought
forward, shall equal the total appropriations and reserves (Florida Statutes, 129.01(2)(b)).

1.2 Budget Adoption
The County's Annual Budget shall be adopted by the Board of County Commissioners at the fund level.

1.3 Estimates of Receipts

The budgeted receipts shall include 95% of all receipts reasonably anticipated from all sources, including
taxes to be levied, and 100% of balances brought forward at the beginning of the fiscal year (Florida Statutes,
129.01(2)(b) and 200.065(2)(a)).

1.4 Contingencies

A reserve for contingencies may be budgeted in each operating and capital fund up to 10% of the total fund
budget. The Board of County Commissioners may reallocate these reserves to fund unforeseen needs during
the budget year (Florida Statutes, 129.01(2)(c)(1)).

1.5 Cash Carryover

A reserve for cash carryover will be budgeted in any fund which requires monies to be carried forward into the
budget year to support operations until sufficient current revenues are received. This reserve will not exceed
20% of the fund budget (Florida Statutes, 129.01(2)(c)(2)). (See Section 1V.1 - OPERATING RESERVES)

1.6 Budget Transfers

The Director of the Office of Financial Management & Budget has authority to approve intra-departmental
transfers during the budget year. All other budget transfers (i.e. between departments, out of contingencies,
and between capital projects) must be approved by the Board of County Commissioners.
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FINANCIAL POLICIES Palm Beach County, FL

Il. REVENUE POLICIES

11.1 General Revenue Policy

Generally, the County reviews estimated revenue and fee schedules as part of the budget process. Estimated
revenue is conservatively projected (at 95% of estimate) for five years and updated annually. Proposed rate
increases are based upon:

¢ Legislative Constraints Fee policies applicable to each fund or activity
¢ The related cost of the service provided

¢ The impact of inflation on the provision of services

¢ Equity of comparable fees

¢ Legislative constraints

The Revenue Policy of Palm Beach County includes these informal policies, with the addition of:

+ Maintenance of a diversified and stable revenue system to shelter the County from short run
fluctuations in any one revenue source

11.2 Revenue Summaries

As part of the annual budget process, a consolidated summary of revenue sources will be prepared and
incorporated into the County's budget documents.

11.3 Ad Valorem Taxes

The use of Ad Valorem tax revenues will generally be limited to the following funds:

Countywide:

General
Debt Service

Dependent Districts:

County Library and Library Debt Service
Fire Rescue MSTUs (Jupiter and Main Fire Rescue MSTU)

Specific allocations of such revenue will be made during the annual budget process.

11.4 Gas Taxes
The use of Gas Tax revenues will generally be limited to the following funds:

County Transportation Trust
Transportation Improvement
Mass Transit
Debt Service

11.5 Sales Taxes
The use of Sales tax revenue will generally be limited to the following funds:

General
County Transportation Trust
Debt Service

11.6 Impact Fees

Palm Beach County shall require new development activity to pay impact fees for new capital facilities or
expansion of existing facilities. Fees shall not exceed a pro rata share of the reasonably anticipated costs of
such improvements.

Impact fees have been implemented for parks, roads, libraries, Fire Rescue, public buildings, schools, and law
enforcement.
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FINANCIAL POLICIES Palm Beach County, FL

11.7 Utility Taxes

The utility tax is a tax imposed on the purchase of utility services. It provides additional revenue necessary to
maintain adopted levels of service, primarily for the Sheriff's road patrol.

11.8 Tourist Development Taxes

The use of Tourist Development tax revenues will generally be limited to the Tourist Development Trust Fund
and the Beach Improvement Fund.

11.9 Grants

Only grants which can reasonably be expected to be received will be considered as revenue sources for budget
development purposes. The County shall amend its Budget to reflect additional grants received during the
year.

11.10 Restricted Revenues - Bonds

Revenues which have been pledged to bondholders shall be restricted and will conform in every respect to
covenants.

11.11 Countywide Revenues

Countywide revenues collected on a Countywide basis will be allocated only to funds which provide
Countywide services.

11.12 Cost Recovery Fees (User Charges)

Cost recovery fees, where appropriate, should be established to offset the cost of providing specific services
and should be reviewed on a regular basis. Board policy provides for moving towards full recovery and the
Board will examine and act on exceptions to that policy.

Where full cost recovery is deemed inappropriate, cost recovery ratios should be established for consideration
by the Board. (Upon approval by the Board, cost recovery ratios will be incorporated into the County's
Financial Policies).

11.13 Private Contributions
The County provides many services to its residents; thereby, enhancing the "Quality of Life" in our County.

To the extent possible, efforts should be made to secure private contributions, whether in the form of
volunteer services, equipment, or cash contributions. This is particularly important in helping to defray the
taxpayer burden of providing programs and activities which may be considered primarily "Quality of Life" in
nature; such as, various community services, cultural, and recreational activities.

1. EXPENDITURE POLICIES

I11.1 Administrative Charges

The County has a federally approved overhead distribution system which allocates General Fund
Administrative Charges to the various County entities benefiting from such administrative activities. The
existence of this system assures qualification for federal reimbursement of administrative costs associated
with federal programs.

111.2 County Grants

As part of its annual budget process, the County identifies amounts to be granted to various community
agencies which provide valuable services to the County's residents.

Because of increasing demands on the County's limited resources, the County will provide a maximum of the

amount budgeted to each grant recipient. In the event that a grant recipient requests additional County
funding, such request will be considered in the next year's budget process.
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111.3 Grant Supported County Programs

The County conducts a variety of programs which depend on outside grants to the County for partial funding.
In the event of reductions in such outside funding amounts, the program service levels will be reduced and
additional County support will not be provided to compensate for the reduction of outside funding.

Full recovery of vacation and sick leave for employees working under a grant shall be undertaken.

111.4 Performance Measures

The County has developed "Performance Measures” for each of its departments in order to assure that
maximum productivity is being achieved.

Where Performance Measures demonstrate activities could be provided most cost effectively by outsiders,
outsourcing of such activities will be considered. Likewise, services currently outsourced will be considered
to be provided directly if there is a cost benefit to the County.

Performance Measures will also provide management with criteria to use in evaluating departmental requests
for increased funding levels.

V. RESERVE POLICIES

A reserve policy is an important factor in maintaining the fiscal health of Palm Beach County. There are three
primary types of reserves: Operating, Capital, and Debt. The degree of need for these reserves differs based
upon the type of fund or operation involved. However, one policy statement for each type of reserve can be
uniformly applied to most funds (excluding Airport and Water and Sewer, which are subject to various
regulatory requirements). Board approval is required to move funds from Contingency Reserve accounts into
expenditure line items.

IV.1 Operating Reserves

The adopted budget for the General Fund will include unassigned reserves (reserve for balance brought
forward and contingency) in an amount which, when combined with the statutory reserve, is between 10% and
15% of net budgeted expenditures and transfers for this fund. The proposed FY 2019 budget is 15.2%.

The adopted unassigned reserves in the General Fund shall not be less than 8% of the total General Fund
budget. The proposed FY 2019 budget is 9.2%.

The County shall maintain year-end General Fund unassigned fund balance at an amount which is between
15% and 20% of audited General Fund expenditures and transfers to other funds. To the extent that the year-
end audited fund balance falls outside of this range, corrective action shall be taken over a three-year period
to bring the balance into conformity with this policy. As of September 30, 2017, unassigned fund balance was
16.4%.

V.2 Capital Reserves

Capital Reserves are established primarily to set aside funds to provide for additional projects, or additions to
existing budgeted projects, which may be deemed appropriate for funding after the Annual Budget is adopted.

Capital Project Funds — Fund Balance
Assigned fund balance in capital project funds include amounts which are being held for specific
projects.

Amounts in bond construction funds for which the bonds were issued will be reflected as restricted
fund balance.

1VV.3 Debt Reserves

Debt reserves are established to protect bondholders from payment defaults. Adequate debt reserves may be
needed to maintain good bond ratings and the marketability of bonds. The amount of debt reserves may be
established with each bond issue.

Although these policy statements are intended to apply to various funds of the County, various Federal, State,
and Local laws and regulations, and specific financial policies, may supersede them.
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V. DEBT POLICIES

Palm Beach County will use debt financing when it is appropriate, which will be implemented through
procedures provided in county policy CW-F-074. It will be judged appropriate only when the following
conditions exist:

+ When non continuous capital improvements are desired, and;

¢ When it can be determined that current and/or future citizens will receive a benefit from the
improvement.

When Palm Beach County utilizes long-term debt financing, it will ensure that the debt is soundly financed

+ Conservatively projecting the revenue sources that will be utilized to pay the debt.

¢ Financing the improvement over a period not greater than the useful life of the improvement.

Additionally, the County has the following policies in relation to debt financing:

o Where practical, the County will issue general obligation bonds instead of non-self supporting
revenue bonds.

¢ Palm Beach County maintains good communications with bond rating agencies about its financial
condition.

¢ Palm Beach County maintains overall outstanding debt less than $1,200 per capita.

¢ Debt service payments, exclusive of general obligation and self-supporting debts, will be no more
than 10% of actual general governmental expenditures.

Annual budgets and long-range forecasts include debt service payments and reserve requirements for all debt
currently outstanding and for all proposed debt issues.

V.1 General Obligation Debt

The County will issue general obligation bonds only upon approval of the electorate after a general election as
required by the Florida Constitution.

V.2 Non-Self-Supporting Debt

The County may issue non-self-supporting debt to the extent that pledged non-ad valorem revenues are at
least twice the annual amount of debt service on the non-self-supporting debt and to the extent that variable
interest rate on non-self-supporting debt is no more than 25% of total non-self-supporting debt in the
aggregate.

V.3 Self-Supporting Debt

The County may issue self-supporting debt for proprietary fund activities based on analyses of revenues and
expenses to be incurred as a result of the project or projects to be funded by the debt.

VIi. CAPITAL IMPROVEMENT POLICIES

V1.1 Five-Year Program

The County will develop a five-year Capital Improvement Program as part of each year's annual budget
process and will make all capital improvements in accordance with the adopted Annual County Budget.

The County will identify the estimated costs and potential funding sources for each capital project before it is
submitted to the Board of County Commissioners as a component of the five-year program.
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V1.2 Operating Costs

The costs of operating and maintaining all proposed projects will be identified and incorporated into five-year
financial projections for operations.

V1.3 Capital Financing

The County Administrator will determine, and recommend to the Board, the least costly financing method for
all capital projects.

V1.4 Renewal and Replacement

The County shall develop and implement a program for identifying, scheduling, and budgeting for the renewal
and replacement requirements of capital facilities.

VIil. OTHER - ROTATION OF EXTERNAL AUDITORS

In December 1991, the Board approved a mandatory rotation policy for external auditors that prevented the
current auditors from competing for the next contract. Auditing contracts have historically lasted seven years
(an initial term of three years followed by up to four years of extensions). In September 2012, the Board
removed the mandatory rotation requirement. The current firm can compete for the contract, but the principle
must change if the same firm is used.
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