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City of 

ington 

March 7, 2005 

Dear Mayor Edwards, City Council Members and Citizens of Burlington: 

The City of Burlington's adopted budget for fiscal year 2005-2006 is hereby presented to the 
City Council and the citizens of Burlington for their consideration and review. The City of 
Burlington continues to struggle with an ever-changing financial environment as it attempts to 
adequately meet the cost of providing municipal services to our citizens. 

To fully understand the basis for this budget, I feel the need to review the recent tax rates for all 
property taxing entities. Below is a chart that reflects the recent combined tax rates. Included in 
the county rate is the levy for the county assessor and appraiser. 

As you can see fiom the chart above, yes the city did raise their tax rate last fiscal year, but not to 
the extent that Burlington Community Schools or Des Moines County. Additionally one can see 
that the city accounts for 35.6% of your tax dollar, whereby showing other entities effect your 
tax dollar greater than the City of Burlington. 

This budget reflects well thought out, realistic, departmental budget requests and reflects hard 
work by the City's department heads who continue to perform in an outstanding fashion their 
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function of preparing hold-the-line operating budgets in an attempt to maintain service levels. 
The total proposed expenditures amount to $3 1,855,654. 

Planning for the upcoming 2005-2006 fiscal year budget was a challenge due, in no small part, to 
the State's legislative action in the past couple of years. With the loss of State-shared revenues, 
combined with the soaring contribution rate for cities to the municipal fire and police retirement 
system, a shortfall in the utility tax replacement revenues, an increase in utility rates all 
represented a significant challenge to this budget. 

There is likely no greater challenge for city officials than maintaining the direction and health of 
the city while suffering significant reductions in resources and rapidly rising expenses. With the 
permanent cuts in State distributed revenues to cities coupled with the sluggish economy and a 
laggard property tax system, Burlington has faced a difficult financial situation. Therefore, it is 
crucial that financial decision-malhg be strategic measured and consistent with citizen priorities 
as well as being sensitive to the concerns of employees. 

The January 1,2004 property valuation serves as the basis for calculating property taxes in fiscal 
year 2006. Since 1978 residential, commercial, industrial and agricultural classifications have 
been subject to an assessment limitation order or rollback. That l i i t s  annual growth in property 
values to four percent. There is a futher restriction in that the growth of residential property 
cannot exceed that of agricultural property. In essence, the growth of residential property is 
capped at 4% or the growth in agricultural value, whichever is less. Since the laws inception, 
residential property has always been rolled back to comply with the law. The limitation can also 
be applied to industrial and commercial property when necessary. Below is a chart that lists the 
rollback figures for fiscal year 2006, as compared to FY 2005 through FY 2002. 

ROLLBACK PERCENTAGES FOR FISCAL YEARS 2002-2006 

As you can see kom the chart above, for fiscal year 2005-2006, the rollback percentage for 
residential is 47.9642%. The rollback percentage for commercial, agricultural and industrial 
categories will all be at 100%. Therefore, after applying the rollback percentages for all classes 



of property the total assessed property valuation for this budget is $556,932,746. This is a 
$5,253,480 increase *om the current fiscal year valuation. 

The Municipal Fire and Police Retirement System of Iowa (MFPRSI) have once again raised the 
contribution rate for cities effective July 1, 2005. The cities contribution under MFPRSI will 
increase fiom 24.92% to a rate of 28.21% of gross wages. The increase in the contribution rate 
has resulted in the City of Burliigton contributing an additional $171,535 for next fiscal year to  
the retirement system. 

In this budget the gambling proceeds received by the City of Burlington &om the riverboat is 
being completely allocated to property tax relief. The estimated revenues &om the riverboat 
gaming proceeds and lease payments are approximately $375,000. 

Each year we base the amount of sales tax revenue on an estimated figure received fiom the 
State of Iowa Department of Revenue and Finance. This year the estimated amount &om sales 
tax revenue to be received is $3,300,000. One-he  or $1,650,000 of the amount to be received 
this year will be used for property tax relief as required by the referendum approving the local 
option sales tax. Employee benefit costs are being paid with sales tax revenues resulting in a 
property tax reduction of $3.03 per $1000 of taxable valuation. 

The Des Moines County Emergency Management Commission has voted and agreed to  find 
emergency management operations by a 5.057 tax rate per $1000 valuation. Each member 
agency is to assess $.057 per $1000 valuation or in Burlington's case, $31,745 to support their 
operations. This is an increase in the tax rate fiom $.053 last fiscal year to $.057 this year or an 
additional $2,506 in support of Des Moines County Emergency Management. This is the second 
year that Burlington has been asked to assess this tax to support Des Moines County Emergency 
Management operation. 

The adopted tax rate levy of $14.75 represents a $0.52 increase over the 2004-2005 adopted levy 
of $14.23. Major increases in the f i e  and police pension system along with the 11.5% increase in 
electric rates a l l  combined with a shortfall in the utility tax replacement revenues have required a 
tax increase. Reducing services and increasing taxes are never popular, but these solutions are 
necessary to keep the fiscal health of the community in tact. City of Burlington officials did not 
ask for this challenge but it was up to us to face it. 

As you can see fiom the chart below the tax levy rate for FirOolice Pension and Emergency 
Management have increased with the PERSlFICA and Debt Service rate decreasing slightly and 
all other tax rates remaining the same. 

The following table depicts the comparison of properly tax aslcings 



PROPERTY TAX ASKINGS 

*Employee bene3ts costs of $1,754,000 nre beingpaid with sales tm reventre resulting in n 
propeq tmc reduction of $3.0294per $I, 000 valzmntion 

A frequently asked question is, 'How much did the consumer price index increase,' o; 'what was 
the automatic cost of living adjustment for Social Security?' The U.S. Consumer price Index 
(CPI) is a measure of the changes in retail prices of a fixed market grouping of consumer goods 
and s e ~ c e s .  The CPI for all urban consumers (CPI-U not seasonally adjusted) for the 12-month 
period ending July 2004 increased by 2.99%. Additionally to prevent inflation fiom eroding 
Social Security and Supplemental Security Income (SSI) Benefits, an automatic Cost of Living 
Adjustment (COLA) is added annually. Social Security benefits increased by 2.7% beginning 
with the December 2004 benefits which were payable in January 2005. Federal SSI payment 
levels also increased by 2.7% effective for payments made for January 2005. 



How do the CPI and COLA compare to how much more in taxes will a homeowner pay or w11at 
is the percent of increase? Talcing the actual taxable value of a residential home times the 
proposed tax rate of $14.75 per $1,000 valuation, the bottom line increase in city property taxes 
for a homeowner is approximately 2.6 percent, 

The following is a summary, by fund, of some of the issues: 

GENERAL FUND: 

General Fund revenues have been severely affected by permanent cuts in state-shared revenue. In 
addition to state-shared revenue, AUiant Energy reached a settlement with Iowa Department of 
Revenue in the amount of $9,000,000 for a protest on how their property was assessed. This 
amount will be paid back to  Alliant in the form of a tax credit applied against their future tax 
liability for fiscal years 2004, 2005, and 2006. This will s e c t  Burlington by $83,000 in this 
fiscal year's budget Additionally this budget is affected by an 11.5% increase in electric utility 
rates, required payments to the PoliceEire Pension System, and employee health insurance costs. 

On the revenue side of the General Fund, all non-properly tax income sources, such as charges 
for services, h e s  and fees have been looked at as sources of increased revenue for the General 
Fund. City Council has had a long-standing goal of looking at all non-property tax sources of 
income before recommendimg tax increases. Therefore, this budget includes a seven percent (7%) 
increase in ambulance fees,the re-implementation of a non-resident ambulance fee, increased 
fines and fees on overdue library material, increasing information technology fees, summer camp 
fees, charges for services, f i e  department conhed space agreements and increases in building 
permit fees. The increase in these fees will be brought to the City Council by a separate 
Resolution detailing the increase in each fee for required approval. ' 

The approved General Fund budget is not an exciting one. But, I believe it is adequate in 
providing basic municipal services to the community. It appears that we are rapidly approaching 
the time at which the citizens of Burlington should consider whether to seek additional revenue 
sources for municipal s e ~ c e s  or whether City operations are to be reduced in scope to adjust to 
our existing revenue restriction. This problem is somewhat unique to the General Fund because 
of the property tax and other revenue limitations. 

Each department funded under the General Fund was aslced in the beginning preparations to hold 
the line on operating budgets as they attempted to maintain existing service levels. Therefore, no 
additional major expenditures have been included in this General Fund. In the preparation ofthis 
General Fund budget we adjusted programs, services and benefits as cost saving measures in an 
attempt to hold the line on operating budgets. The following is a partial list of the cost-saving 
measures: 

= The entire Public Works administration budget has been moved eom the General Fund to 
the Road Use Tax Fund and Capital Projects Fund. 
We have moved the Riverfront Maintenance costs to the HotellMotel Tax Fund Special 
Operations Account for Riverfront and Auditorium expenses. 



We have also included in this budget an additional $104,000 in Local Option Sales Tax 
that was carried over from the current fiscal year and received from this years 
reconciliation payment. 
We eliminated the entire $50,000 in Council Special Projects to offset the property tax 
rate. 
We eliminated the $50,000 in Target Neighborhood Programs to offset the tax rate. 
We reduced General Fund Capital Equipment Requests. 
We reduced Downtown Partners, Inc. hnding request by $2,500, but also agreed to 
eliminate the payment for the Downtown trolley. 
We reduced pool hours at the Dankwardt Park swimming pool. 
We reduced many of the operational and maintenance budgets throughout the General 
Fund. 
We cut the entire Sidewalk Program. 
We eliminated the Citizen Survey for 2005. 
Personnel costs were adjusted because of W i g  delays, position cuts by attrition and 
hiring wage adjustment. 

As you can see there are a number of issues and problems that surfaced during the construction 
ofthis budget. We recognize a lot of cuts and adjustments had to be made in order to achieve, 
what we believe is a fair level of spending. However, we attempted to minimize the changes to 
service delivery wherever possible. We recognize that government must become as self- 
sufficient as possible, acknowledging the diminishing role of the State atid Federal revenue. 

In this budget the W i g  support for the Alcohol and Drug Dependency Services, the YWCA 
Domestic Shelter, and Young House Family Services will be the proceeds received from the 
Great River Bridge Run. The funding split for those outside agencies in this budget wiU be the 
same method as approved by past Council budgets. 

In this budget we are also maintaining the hnding of the Retired and Senior Volunteer Program 
fiom their Trust Account and not from the General Fund. 

This somewhat pessimistic review of the General Fund financial circumstance does not apply to 
an assessment of the community as a whole. Burlington is a vigorous community with bright 
prospects as a place to live, work, attend to fami1y interests and otherwise enjoy a good quality 
of life. In addition, the quality of the City Council and City workforce is such that, with 
reasonable support and understanding from Burlington's' citizens the City's general financial 
challenges can be effectively dealt with. 

If all items were taken into consideration the General Fund will close with a surplus of $2,902. 

ROAD USE TAX FCTND 

The Road Use Tax Fund is accumulated from motor vehicle registration fees, motor he1 taxes, 
an excise tax imposed on the rental of automobiles and the use tax on trailers. Economic 
instability and fluctuating fuel costs have resulted in volatility in the Fund over the past couple of 



years. While there has been stabilizing in the Fund, we are reminded that the Iowa Department of 
Transportation issues per capita forecasts only. Cities are only entitled to receive their share of 
the amount actually collected 

In addition, the estimates are based on current law regarding specific revenues to and distributed 
from the Road Use Tax Fund. Any changes in the law could change the per capita amount to be 
distributed to cities. The estimate is subject to change therefore; we used a conservative number 
of $85.50 per capita, up from the $83.50 per capita used in last year's budget. 

In this year's budget we have not budgeted for the transfer of funds from the Road Use Tax Fund 
to the Capital Project Fund for the Residential Street Upgrade Program. Ifthe Residential Street 
Upgrade Program was to be included in this budget other street projects would have to be cut 
andlor adjusted. As noted in the General Fund summaq, the entire Public Works Administration 
budget has been included in the Road Use Tax Fund. 

In this budget for the Road Use Fund there is a $25,200 deficit. However, public works 
equipment replacement is much highm this year due to the proposed purchase of a street 
sweeper. This was a planned expense and the amount for equipment replacement next year wU 
decrease. 

s m s  TAX rn 

Each year we base the amount of sales tax revenue on an estimated figure received Eom the 
State of Iowa Department of Revenre and Finance. This year the estimated a m m t  b r n  sales 
tax revenue to be received is $3,300,000. According to the formula approved by the voters of 
Burlington, one-half or $1,650,000 of the amount to be received this year will be used for 
property tax relief. Employee benefit costs are being paid with sales tax revenues resulting in a 
property tax reduction of $3.03 per $1000 of taxable valuation 

Also in accordance with a formula approved by the voters, the remaining one-half of the sales 
tax money will be used to hnd  additional police officers, economic development and the 
remaining going to capital projects. Therefore, of the $1,650,000 available, approximately 
$686,589 is being budgeted for police officers, $165,000 is being budgeted for economic 
development and $798,411 is being budgeted for capital projects. Please see the Capital Projects 
Fund for the brealcdown of capital projects allocations. 

GOLF COURSE FUND 

The golf course budget is close to balance. In fact, expenditure projections are slightly lower 
than revenues by $2,701.00. Revenue and rounds of play last season were higher due to the 
overall improvement of the course's condition. This upcoming season will once again focus and 
concentrate on overall course maintenance and appearance in an attempt to  increase rounds of 
play, which should result in additional revenues. We will also monitor labor needs in an attempt 
to keep expenditures below revenue projections. 




































































































































































































































































































































































































































































































































