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Other revenue streams are showing performances as expected, with
collection patterns generally as initially budgeted for the fiscal year.
With the first half of the current real estate and personal property taxes
now mostly collected, there is better activity on which to project. Current
Real Estate Tax collections are just slightly below the 50% mark, which
could result in being slightly under the fiscal year revenue estimate of
approximately $184 million. This projected shortfall is approximately $1.6
million for the fiscal year, 0.8% off the estimate. A portion of this shortfall
is driven by increased participation in the Disabled Veteran Tax
Exemption program. For FY 2019, there are again an increasing number of
participants, generating exemptions higher than estimated. This is a
recurring trend since the inception of the state program. In FY 2012, there
were 168 participants and for the current fiscal year, there are 570.
Personal Property Tax receipts continue to do well, and were on course to
exceed this year's revenue estimate of $50.5 million. Being conservative for
the short term, this estimate has been lowered by $500,000 until the results
of the third quarter are available. Machinery and Tools Taxes are another
category showing good year-to-date collections, and is projected to be
over the $23 million estimate by $1.1 million.
One of the more sensitive local economy indicators, Sales Tax revenue,
continues to perform well on a monthly basis as compared to the prior
fiscal year. Through the end of December 2018, to include the holiday
sales period, the average monthly collection is approximately $2.2 million
per month; this is approximately $100,000 more per month than the same
time period of FY 2018. It is anticipated the Sales Tax estimate of
$24.8 million will be met. Meals taxes continue to be a steady revenue
stream, but once temporarily adjusted until the end of the third quarter,
projecting at this time to be slightly under the $25.9 million estimate by
$500,000. Lodging taxes are within the same ranges as the previous fiscal
year, and have been temporarily adjusted to $200,000 less than the
estimate for this fiscal year of $3.9 million.
A significant unknown at this point continues to be receipts from Business
Professional and Occupational Licenses (BPOL), the majority of which will
not be received until March. By the end of the second quarter, collections
were only 3.9% of the $17 million estimate. This forecast predicts these
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revenues to perform as estimated for this fiscal year, and they will be
monitored closely.
For other local fees and charges, building permits, mechanical, electrical,
and plumbing permits are currently projecting to be at the $985,000
estimate. As a reminder, the second quarter receipts tend to fall in the low
construction season. While this is a normal construction lag, it is
anticipated that the early spring building season could generate $37,000
more projected in this revenue group. One lagging economic indicator is
that existing housing market sales might be impacted by higher interest
rates on home mortgages. The Grantees Tax on Deeds Collections are
$50,000 less than this point last fiscal year and are projecting slightly
under the $1.7 million revenue estimate by approximately $200,000. Any
continued stabilization in sales in the housing market could negate the
projected shortfall for this revenue source.
All other revenue projections in the other categories reflect a mixture of
some increases or decreases, but the fluctuations are within normal
ranges, and generally not a reason for concern.
Expenditures
Overall, Departmental operating expenses are expected to be $2.3 million
or 0.5% under budget.
The combined employee compensation categories of Salaries and Fringe
Benefits are projected to be underspent at this time by $2.3 million. There
continues to be vacancies throughout the organization, primarily in the
public safety sector, which in turn is offset by higher than budgeted
overtime costs. In a highly competitive job market, recruitment continues
to be a challenge.
The projected savings from Vehicle Fuel at the end of December 2018 was
$116,571 for the General Fund. This savings projection will vary to
year-end, assuming future price changes continue to be at the same level
as the past six months. For utilities costs, this projected shortfall is
primarily due to fluctuations in City Jail usage, as well as some other city
facilities.
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Combined Results
While there is a projected revenue shortfall for the current fiscal year, it is
both primarily and temporarily driven by conservative projections until
the full effect of the federal shutdown is realized by the end of the third
quarter. With six months remaining in the fiscal year, it is possible that
the second half Real Estate Tax revenue collections will be stronger and
will help close any potential gap. It is anticipated that consumer taxes will
remain consistent through the second half of the fiscal year. March will
also be an important month, as BPOL tax revenue begins to be collected.
This is another important gauge on which to measure local business
performance.
Any overall revenue shortfall is not taken lightly and revenue collections
are reviewed on a daily basis. While at the same time anticipating that
revenues will improve over the remaining months of this fiscal year,
expenses continue to be diligently monitored. With the current projected
expenditure surplus, combined with careful practices for the remaining
six months, this year's budget should be structurally sound without any
other extraordinary expenditure restraint measures.

CDR:LJC
Attachment
cc: Lisa J. Cipriano, Director, Department of Budget and Evaluation

G:\Cindy Rohlf\1 CM CORRESPONDENCE\Correspondence\2019\2February\Memo to HCC re 2nd Qtr Frcst
2.25.19.docx

