City and Borough of Juneau
ASSEMBLY FINANCE COMMITTEE
March 19, 2014

Finance Department Update for Development of the FY15 — 16 Budgets

1.

The initial budget development work has been completed and the shortfall has
increased significantly from the information prepared through Feb. 26, and provided to
the COW on March 3. After allocating fund balance to cover the negotiated wage and
benefit increases, previously authorized, the shortfall is $4.9 million in FY15 and $7.1
million in FY16.

There are two major factors driving the shortfall: declining fund balances and no
growth in our major revenues (property and sales tax). A portion of the existing fund
balance is being allocated to cover the $3.1 million in wage and benefit cost increases
agreed to for FY15 & 16. When the FY14 budget was built, we projected a 2.5 - 3%
increase in both sales and property tax revenues, looking out 2 years. Given past
history and economic indicators, this was viewed as a reasonable projection. However,
based on the current FY 14 year- - to- date actuals for both sources, it appears our
actual revenues will be $1.5 million below the budget. Projections for both revenue
sources will be flat in FY15 and a modest 1% increase for FY16. While our revenues
aren’t decreasing, they aren’t growing at the same rate that they have in the recent
past.

The shortfall requires that we consider all available resources and options to deliver a
balanced budget for the next 2 years. This includes: use of fund balances (money
carried forward from prior years), service/program reductions, revenue increases and
use of the Budget Reserve. We will introduce our initial balanced budget to the
Finance Committee on April 2. This is the starting point for discussion and evaluation
of our options. The final budget must be adopted by June 15.

On the expenditure side, CBJ has been in a “hold the line budget” mode since 2009.
Certain cost increases (e.g. wage and health benefits, some commaodity inflation,
equipment replacement) have been funded. Also new services and facilities (e.g.
Dimond Park Aquatic Center) authorized by the voters have been added over the past
several years. Sustainable revenues were not raised to fully match the increased costs
thus existing budgets absorbed the net increase. This has reduced annual resources
available to carry into the next budget cycle by $1 - $2 million each year. To address
this we have reduced or eliminated the “easier” things to do without. Positions have
been left vacant or requested they be left open for a longer period of time prior to
refilling. We have asked employees to do without training needed to keep current in
their fields. In preparing this year’s budget we will be working towards more
sustainable solutions.

A matrix of the various funding scenarios and service reductions has been developed
to assist in making decisions on how to balance the budget we introduce.
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6. We are working with Department Directors to develop a prioritized list of sustainable
program and service cost reductions. When submitting the budget April 2 we will
have a proposed dollar amount of specific reductions identified and provide the full
list of items considered. The proposed budget will contain a line for “unallocated
reductions” that states the initial dollar amount of reductions. As we work through the
weekly Finance Committee meetings and decisions are made the individual
department operating budgets will be updated with the reductions.
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