SUMMARY AND OVERVIEW

FY2002 GENERAL FUND BUDGET

The FY2002 proposed gened fund
budget is $403.3 million, an increese of 4.0%
over that of FY2001. The dlocation of these
funds has been developed in such away asto
mantain exiding sarvices and propely fund dl
fixed dbligaions, while accommodeting the
changing dynamics among the market foroes theat
utimady drive the budget process The
proposed dlocation scheme continues to place
emphass on Neghborhood Stabilization and
Public Sfety as its primary focus aress
Additiondly, the proposa accommodates dl
fixed obligations, induding debt service cods,
mandated cods imposed by date datues, and
contractud commitments Remaining resources
have been dlocaed across depatments in a
manner desgned to encourage operaiond
effidendesintheddivery of sarvicesand to begin
to put the City in apogtion to fund the necessary
changes to the way certan sarvices will be
ddivered in the future

The generd fund dlocation for Police
Fvicesis $123.6 million and represants dightly
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more thean 30% of the entire budget. The
dlocated amount is besed on acongant minimum
gafing levd of 1,457 commissioned officersand
two recruit dasses  Building on the success of
the program of enhanced neighborhood poalice
petrolsinitiated in the previous years budget, the
dlocation for Police sarvices indudes funds to
expand the program by increasing the funding for
ovetime. The budget proposal dso indudes
$44.6 million for Hre and Emergency Medicd
savices. While no new FHre Department sarvices
ae contemplated, the proposed dlocation
represents an increese of 4.0%, and continuesthe
practice of operating 30 firehouses throughout the
City.

In recent budget proposdls, the City has
implemented new programs amed a enhanaing
the gability of itsneighborhoods.  In addition to
responding to actud and percaved problems
related to public safety, new programs designed
improve the atractiveness of the
neighborhoods were funded. These indude a
program to enhance dredt lighting in resdentid
neighborhoods, the Didrict Debris program to
dean up and maintain vacant and abandoned
property, and the Trash Task Force to reduce

to
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and utimatdy diminateillegd dumping. Each of
these programs has met with initial success and
funds to continue these eforts have been
incorporated into the operating budget proposa
for FY2002.

Operationd changes are proposed for
FY2002 to make more efident use of exising
personnd and eguipment employed by the
Equipment Sarvices Divison of the Department
of Public Sarvices The effect of these changesis
the dosng of the downtown vehide repar Ste
and consolidation of al passenger vehide sarvice
a the Hampton Avenue locaion. The
Corretions Divison will continue to provide
inmete housing by contract with . Louis County
during the condruction sage of the City’s new
Judtice Center. With condruction expected to be
subdatidly complete by the end of the 2002
fiscd year, this budget antidpates the planning
necessary to open the new fadlity in FY03. The
FY 2002 proposa dso accommodatesthe City's
recent acquistion of the neaby federd
courthouse and indudes trangtiond funding to
fadlitate the occupation of thisfadlity.
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In the FY2002 budget proposd, the
prectice of dlocating generd fund revenues to

finence and mantain public improvements is
continued.  This indudes $1.0 million to retire
deht assodiated with the Kid Center, $5.0 million
to retire debt on the TWA Dome, and $12.4 for
debt on the Convertion Center.  Adde from
these debt sarvice payments, $1.0 million and
$2.0 million dlocations are induded to presarve
the assts & the TWA Dome and Convention
Center respectively. In addition to these direct
payments from the generd fund budget, atotd of
$11.7 million will be transferred to the Cepitd
Improvements Fund to offsst debt sarvice
requirements on the Jusice Center and Civil
Courts Building and to provide metching funds for
mgor road and bridge repairs

Fixed increeses accommodaed in the
FY2002 budget indude the impact of the find
year of a pay plan for advil savice and a will
employees thet will provide for a 3% cog of
livingincreese. For commissoned palice officars
and firefighters, the budget proposa provides for
a cod of living increese of ether 3% or 5%
depending on length of savice Incresses
induded in the budget estimates of the Circuit
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Court require the City to budget for new
programs, new employees, and repairs to city
owned buildings Theseincreases are funded as
a ret of datutory requirements to leave
undtered any budget estimates submitted by the
Circuit Court. Negatiations between the City and
the Circuit Court during the budget review
process, produced some reductions from the
origind request accounting for the restoration of
previoudy conddered budget cutsin other arees.

The proposed budget increases ae
funded by increeses in recurring revenues
decreases in Some operating codts, and use of
previoudy unappropriated fund balances. New
and indude dae
reimbursement for juvenile court operations and

recurring  revenues
previoudy gpproved increesss in fines for
ordinance violations. Operaing cost decreases,
indude dimination of the ubsidy tothe S. Louis
Deveopment Corporation, and adecreeseinthe
number and cod of dtywide dections The
aorementioned ungppropriated fund baances
refersto the current year’ s generd fund operaing
aurplus, as wdl as any excess over the City's
god of mantaining areserve equd to 5% of the

generd fund budget.
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Mgor changes in the FY2002 Generd Fund
Budget indude:

Merit and cog-of-living incresses for dll
employessa acogt of $11.6 million

Increese in Retirement Systemn contributions
of $6.8 million

Hrs year cods of federd courthouse
operation a $2.6 million

Employee hedth insurance increase of $0.8
million

$124,000 for two additiond animd control
crews
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$300,000 increase in heating service costs

$165,000 increase in Stret Divison  to
replenish sdlt/snow chemicd supplies

Himinaion of a $50,000 Gened Fund
abddy to S Louis Devdopment
Corporation, with a reduced subsdy made
avaladle from atrander in FY 01 funds

Net reduction in generd fund City workforce
of 19 pogtions.
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FY2002 GENERAL FUND REVENUES

Revenues avalable to support the budget for
genard operations are forecast a $403.4 million.
These recurring revenues are generated by a
vaiety of sources, the mogt Sgnificant being taxes
on employment. Other mgor revenue sources
include taxes on property and retail sdes, dong
with vaious budnes licene fess ad
intergovernmental revenues from the State of
Misouri. The remaining generd fund revenues
ae comprised of depatmenta recaipts for
svices rendered and fines reaulting from

ordinance violaions.

Employment basad taxes a caegory which
indudes the earmings tax, payrall expensetax, and
the graduated busness license fee provide the
larges share of gengd fund revenues. In
FY 2002, this group is expected to provide 42%
of dl generd fund revenues ad is forecad to
grow & arate of 3.2% over therevisad esimate
for FY2001. Of this group, the earnings tax
goplied to individud’s earnings and busness
profits is the mog sgnificant and is forecadt to
gengrae $126.6 million in FY2002. The payrall
expense tax, a function of totd wages pad for
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work performed in the City, and the graduated
busness license fee, which is basd on the
number of full ime equivdent workersin the Gity,
are both key indicators of employment trendsin
the City. Together these two revenue sources are
forecadt to generate $43.3 miillion in FY'2002.
All of the forecesed increese is expected to
come from the payral expense tax, as the
graduated busness license fee has remaned
congtant a $8.1million per year.

Property tax revenues are forecadt to increese by
1.7% to $41.6 million basad on the expectation
that the assessed vaue of both red and persond
property will continue to increese. Retal sdes
taxes are expected to generate $51.2 million, an
amount thet is nearly 3% higher than the current
year's revised esimate and which is based on
andyss of the mog recent quarterly trends in
collections Franchise taxes, a category which
includes a gross recapts tax on privatdy owned
utility compenies and the City-owned Airport and
Water Divison, should provide $53.2 million, a
decreaz from the current year’s revised
edimate. During FY 2001, unexpected incresses
in the price of naturd ges resulted in an increese
of 70%in generd fund revenues from this source



SUMMARY AND OVERVIEW

Naturd gas prices have snce dedlined and the
record high prices are factored out of the etimete
for FY2002. While there are no rate increases
incorporated into the foreced, the City will
continue to bendfit from an expangon of taxable
savices provided by tdephone utilities Asin
pest years, the edimated recapts from the sde of
dectridity is basad on exiding rates and average
usage, with extreme westher conditions being
factored out.

Revenues from sources assodated with the
hospitdity and entertainment indudry are dso
projected to be higher. As a group, these
svicsswhich indude the amusamat, resaurant,
parking and hotdl taxes are expected to provide
$21.3 million. In addition to the underlying
growth in these sources, FY2002 will benfit
from the addition of new hotd rooms in the
downtown area. Intergovernmentd revenue will
be dightly higher dueto amodest increesein the
date astomobile sdes tax and higher
rembursement from Juvenile Court sarvices
Depatmental user fees will increase by nearly
3%, manly due to fee increases imposad in the
current year dong with increeding effidency in
odllection adtivity. The falowing chart depictsthe
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dlocaion of revenue sources supporting the
generd revenue budget for FY 2002,
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Earningsand Payrall Tax

Employment-besad tax revenug, i.e, eamingsand
payroll taxes, continue to grow and provide the
largest share of the City’ sgenerd revenue. The
concentration of metropolitan area jobs in the
downtown S. Louis area.and the sable outlook
for employment throughout the area are the bes's
for our expectation of continued growth from
these sources The FY' 2002 revenue esimate
projects growth of 2.9% for earnings tax and
3. % for payrdl tax, bath of which are conagent
with the recent trend. Earnings and payrall taxes
are projected to provide $126.6 and $35.2
million, respectivdy. Together, these account for
more than 40% of the City's gened fund

revenues

Tourigm and Amusement Tax

Convention and tourism basad revenues such as
resaurant and hotd taxes are projected to
provide $115 million, an increae from the
current year's levd of $10.9 million. Actud
gowth in hotd and redaurant recapts is
expected to average about 3%. Previoudy
collected revenues, which have been
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accumulding inagpedd fund, will be trandferred
in FY 2002 accounting for the increese of nearly
6% to the gengd fund. Amusamet tax
revenues, which are afunction of the prices pad
for tickets purchased for sports events are
expected to increase dueto ticket price hikesand
growing populaity evidenced by datendance
figures  In FY2002 amusament taxes ae
projected to be $7.2 million, up from $6.9 million
in FY2001, an increese of 4.3%. Thisincrease
incorporates the estimated impact of previoudy
announced hikesin the prices of tickets

Sales Tax

Locd sdes tax revenues will acoount for
goproximatdy $51.2 million based on the locd
tax rate of 1.375%. Sdes tax revenue growth
has increased in the lagt three-quarters and will
aurpass the origind etimae  The FY2002
edimate calsfor revenuesto increese a arate of
dightly less than 3%, conagtent with the recent
established pattern.

Property Tax

Property tax revenues, which will account for



SUMMARY AND OVERVIEW

more than 10% of the generd fund in FY' 2002,
continue to provide an important piece of the
generd revenue pie. The forecadt for next year
recognizes the growth in the red edae
assessments and the datutory prohibition agang
the redization of arevenue windfdl resuiting from
reessessment of red property. Revenuefrom red
propety is dlowed an increase limited to an
acoepted inflation index, plus any increeses
resulting from new condruction.  FY2002
revenues reflect the continued growth on a
reduced tax base resulting from impect of
trandaring lage goatment buildings from
commerdd to theresdentid red edate dassthat
wasimplemented in FY 1997.

Franchise Tax

Revenues from franchise taxes are forecedt to
decrease to $653.2 million. Because amgority of
these revenues are basad on the gross recaipts of
utility companies, they are to a great extent
dependent on changesin weeether patterns, and to
alessy extent on regulaory agency actions The
decrease in recaipts forecadt for FY'2002 isdue
to an expected dedine in naturd gas prices
fallowing on unprecedented price hikes during the

current yea.
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License and Permits

License and pamit revenue is expected to
incree2 from the current year’'s levd, by
goproximatdy  1.1% with incresses in gross
receipts based licenses such asthe oneslevied on
perking garages, sporting events and building and
occupancy pamits Some of theincrease will be
offset by an expected decrease in revenue from
the cigarette license tax. Others, such asliquor,
graduated business and automobile licenses are
forecad to remain a the current year' sleve.

I nter gover nmental Revenues.

Revenues recaved from the Sate indude the
motor vehide sdestax and agasdline tax, bath of
which are imposad satewide and didributed to
locd jurisdictions bassd on a dautory or
conditutiond formula  Because of incressed
automobile sales Satewide, the digtribution to the
City of motor vehide sdlestax has been growing.
Thisgrowth is projected to continuein FY 2002.
The digribution of gasoline tax revenues now
indudes a county portion for the City of St
Louis The vdue of the county didribution is
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approximatdy $500,000 per year. Thiscategory
a0 indudes gate rambursements for the cogt of
housng pretrid inmaes and placements of
juvenile offenders A date-funded increase of
approximatdy $500,000 for juvenile placements
isfactored into the FY' 2002 edtimete.
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