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April 23, 2010

HONORABLE MAYOR, CITY COUNCIL AND CITY MANAGER:

This document reflects the 2010-2011 Revenue Estimates of the City of Independence, historical
revenue data, analytical comparisons, and detailed information regarding the City’s major revenue
sources.

A great deal of effort is expended in an attempt to make the revenue estimates as accurate as
possible. Various economic indicators are reviewed and evaluated with regard to the impact that
they might have on Independence. Those economic indicators include but are not limited to CPI
index (measure of inflation), unemployment, inventory levels, and growth in retail sales regionally
and nationally. Numerous publications are monitored continuously, looking for indications from
analysts as to what is happening and will happen in the economy.

In many cases, actual numbers are provided from outside agencies like assessed real property values,
grant amounts, rate changes, new major businesses opening, etc. In many other cases estimates are
based on criteria that can change dramatically from one year to the next. One example is the natural
fluctuations in weather. Fuel costs during the peak heating and cooling seasons have a dramatic
impact on utilities serving Independence residents. Also, precipitation may also have a significant
impact on revenues of the Water and General Funds.

In addition to gathering and analyzing data, actual data for the period up to and including March
2010 are utilized. Also, information received from various department directors, key personnel, and
individuals from other organizations that generate or impact City revenues is employed. Where
future revenues can be predicted by past history, five years or more of accumulated data are analyzed
with regression analysis and other forms of statistical analysis. The above-mentioned methods are
combined to arrive at the best estimates possible.

This process has proven very effective in past years with variances from original estimates
typically falling in the area of 3%. However, because the City’s main revenue source is derived
from sales tax, the volatility over recent years has proven difficult to forecast. For example,
original budgeted revenue in the General Fund for the fiscal year ended June 30, 2009 was
$70,028,724 and actual revenue was $66,314,125 or a 5.30% variance of $3,714,599.

In the current fiscal year, original revenue estimates for the General Fund were $70,619,629.
Through March, these had been modified by Council action to $70,629,584. Given the current
revised estimated revenues of $70,520,366, the projected variance from the amended revenue
budget is $109,218 or 0.15%.



Considering that estimated revenues are the foundation upon which the operating budget is built,

this kind of accuracy is critical to the financial health and proper management of the City.

The following summary reflects original and revised estimates of total revenue by fund for fiscal

year 2009-2010 and projections for fiscal year 2010-2011:

2009-10

Original
Estimate

Current

Percent

2010-11

Projected

Chg.
Orig.

General Fund
Tourism

cDBG

HOME

Grants

Street Sales Tax
Parks Sales Tax
Storm Water Sales
Tax

Police Sales Tax
Fire Sales Tax
License Surcharge
Power & Light
Sanitary Sewer
Water

Central Garage
StayWell

Workers'
Cempensation

Pharmacy Benefi

Total

$70,619,629  $70,520,366 -$99.263  -0.1%  $71,542616  1.3%
1,039,900 1,031,109 8791  -0.8% 1,006,400  -3.2%
698,430 750,640 52210  7.5% 818,019  17.1%
400,000 490,000 90,000  22.5% 487,038  21.8%
947,048 1,805,159 858,111  90.6% 900,087  -5.0%
8,100,479 7,601,848 -498,631  -6.2% 7,656,964  -5.5%
4743239 4,311,373 -431,866  -9.1% 4434802  -6.5%
4183339 3,862,789 -320,550  -7.7% 2252872 -46.1%
2193926 2,024,553 169,372 -7.7% 2,042,786  -6.9%
2,102,620 1,901,441 201,179 -9.6% 1,921,291  -86%
646,600 526,500 -120,100  -18.6% 463,400 -28.3%
124,636,400 112,581,600 -12,054,800 -9.7% 134,595,830  8.0%
15,560,700 15,281,768 278,932  -1.8% 16,980,435  9.1%
22621600  21,118200  -1,503,400 -6.6% 24451700  8.1%
2,116,300 2,146,529 30,229  1.4% 2,087,771  -1.3%
14435000 17,445,869 3,010,869 20.9% 17,918,300 24.1%
2,109,826 3826029  1,716203 81.3% 2,161,866  2.5%
918,600 0 -918,600 -100.0% 0 100.0%
$278,073,635 $267,225773  $10,847,862  -3.9% $291,722177  4.9%

As indicated above, overall revenues for the City are increasing 4.9%. The increases in the Power
& Light, Sanitary Sewer and Water funds are due to recently approved rate increases. Other

contributors to the overall increase are additional premiums being paid in the Worker’s

Compensation and Staywell Funds, as well as additional revenues being granted in the CDBG and

HOME Funds.

I will bgrayailable to discuss any questions you may have regarding this information.

Director of Finance & Administration




. Introduction




REVENUE MANUAL PURPOSE

This Revenue Manual was created to provide information and understanding regarding the

sources, authority and amounts of revenue received by the City of Independence. The manual is

updated as of the printing date with changes in the laws, rates, and sources pertaining to revenue.

CITY REVENUE POLICY

Beginning early in each calendar year, City personnel compile the proposed budget based on
anticipated service needs, program objectives, and considering estimated revenues. This process
attempts to identify expected services, programs, and projected improvements needed by the
community and compares these needs with the anticipated available revenue. The revenue
component of the proposed budget must include an identification of the various revenue sources
to be used in funding municipal services, and the forecast of estimated revenue each source will

produce.

The changing economic conditions locally and nationally may cause changes in the proposed
budget. A continuation of services provided by the municipality will depend on how quickly
management recognizes these changes and reacts to them. Therefore, the City’s proposed budget
is always based on the most current economic information available and an analysis as to how

this will impact the City’s revenue.

REVENUE MANUAL CONTENTS

Section Il contains a comparison of original and revised estimated revenues for the current fiscal

year, as well as actual revenue for the four prior years.

Section 111 contains descriptive information of each revenue source. Following is a summary of

the information provided in the order it appears on the form:



Revenue Source: The standard identifying title as it appears in the City’s Chart of Accounts.

Authorization: A law or an administrative policy which authorizes the City to collect a specific
amount of revenue from a specific source.

Account and Distribution of Revenue: Monies are designated to the various funds (General,

Power & Light, etc.) and the account code designates the revenue account.
Description, Rate, Legal Limit: An explanation of why the revenue source exists and what

services the City provides in exchange for the receipts. The charges assessed for various
services, or the formula used to generate any given revenue are explained, as well as any
applicable legal limits.

Projection: The method used to estimate revenue.

SUMMARY

Each new year brings with it the challenge of meeting seemingly limitless needs and
expectations for City services with limited resources. As these needs increase, it becomes even
more important to estimate revenues with maximum possible accuracy. Finance Department
staff have done thorough research, analysis and interviewing to attempt to make the revenue
estimates portrayed herein the most accurate possible given the numerous unknown, variable and

volatile criteria involved.



II. Fund Revenue
Summary
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