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The Government Finance Officers Association of the United States and Canada (GFOA) presented an award
for Distinguished Budget Presentation to the City of Ocala, Florida for its annual budget for the fiscal year
beginning October 1, 2001.

In order to receive this award, a governmental unit must publish a budget document that meets program
criteria as a policy document, as an operative guide, as a financial plan and as a communications medium.

The award is valid for a period of one year only. We believe our current budget continues to conform to
program requirements, and we are submitting it to GFOA to determine its eligibility for another award.
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October 1, 2002

Citizens, Honorable Members of the City Council and Honorable Mayor
City of Ocala
Ocala, Florida

I am particularly pleased to present the adopted Fiscal Year 2003 Operating
Budget and Capital Improvement Program. The approved appropriation of
$272,815,949 is predominantly a hold-the-line budget that is funded without an
increase in the City’s property tax millage rate and electric rates. The increase over
the current budget is largely attributable to an expanded capital improvement pro-
gram and a change in our current budget methodology to include debt service.

Local governments are being fiscally challenged in all parts of the country.
Slow economic growth, tax and expenditure limits, and reduced intergovernmental
revenues have generated fiscal crises in many localities. Thus, general budget
policy must adapt old programs to meet current priorities within available resources.

At the April 2002 budget policy workshop, staff provided Council an over-
view of the long-term financial trends that were impacting the City. At that time,
widespread statistical data was provided that indicated that growth in the General
Fund revenue stream had not kept pace with the cost of government. At that time,
we were projecting a $5 million budget deficit in the General Fund. Subsequently,
we sharpened our pencils and used some financing innovation to develop a budget
with the following salient features:

millage and electric rates frozen at the current level;

general fund balanced on current revenue;

15 new positions to address increased workload,

an enhanced capital improvement program for transportation, general gov-
ernment, and utilities;

e increased contributions to the City’s pension plans;
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e an allowance for pay adjustments consistent with maintaining the City’s com-
petitive position in the employment market, and
o used 3800,000 of current resources freed up by bond financing.

Trends and Issues

Competition and conflict in the budgetary process are not surprising in view
of the many different responsibilities, roles, value, preferences, and goals that are
wrapped up in budget making. The budget process requires Management and the
Council to link long-run financial and strategic planning with the day-to-day op-
erations of the government.

Prior to Fiscal Year 1996, it was the general practice of the City government
to balance the general fund by unlimited transfers from the City’s Electric Utility.
Essentially, there were no constraints on this practice, which threatened the finan-
cial health of the utility by compromising the bond rating and the competitiveness
of the rate structure. Also of concern was the utility’s ability to operate in a deregu-
lated industry which was on the near horizon at the time.

To address this issue, the City adopted a General Fund Electric Transfer
Policy in September 1995, which established the parameters of the transfer. The
following graph provides a historical perspective of the policy’s implication on the
general fund. It should be noted that at the time the policy was enacted, the City
also enacted a 10% electric utility tax that helped to offset the impact of a reduced
electric transfer.
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The graph is also reflective of an increased transfer for Fiscal Year 2003.
Most recently, the Council authorized a revision to the transfer policy. This revision
will result in approximately $1.2 million in additional annual revenue. However,
the incremental increase will only be about 3500,000 for next year. This is due to
the fiscal year 2002 budget being over estimated. The larger transfer will materi-
alize long term.

Since that point in time, to facilitate the general fund’s financial needs, the
government increased the utilization of the City’s general fund balance as a bud-
get-balancing tool. As depicted in the following graph, by Fiscal Year 2000, this
practice had depleted the balance to a critically low level. An industry standard for
assessing the sufficiency of the balance is a funding level of 15% of general fund
expenditures. It is good budget policy to balance budgets on current revenues.
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Notably, these dollars also serve as the City’s reserve for unforeseen emergen-
cies and operational insufficiencies. Pursuant to beefing up the balance/reserve,
beginning in Fiscal Year 2001, the City embarked upon a policy goal of obtaining
a general fund balance of 15% of expenditures in the general fund. The balance
will equate to approximately 12% at the end of this fiscal year. Given the projected
interest earnings in the fund balance, at the end of next year it should be approxitely
13.4%. Essentially, this will be obtained by being very frugal in its use.



To meet this policy goal has been an ongoing struggle for Council and Man-
agement. The community has traditionally expected a very high service level for
public safety. The Police and Fire Departments budgets’ growth rates have out
paced inflation. These budgets have increased 6.2% annually since Fiscal Year
1992 while inflation has been 2.7%. For purposes of illustration, the following
graph is provided. These two (2) departments represent 58% of general fund
expenditures. The base year’s percentage was 53%. As can be gleaned from the
graph, the lion’s share of the money is allocated to the Police Department. Other
general fund expenditures have tracked inflation.
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Staff conducted a survey of our sister cities with population sizes similar to
Ocala to measure the reasonableness of our cost per capita for Police services. A
perusal of the graph reflects that we have the highest cost of the cities surveyed with
the exception of the City of Coral Gables, which is a very affluent community. Their
average household income exceeds $97,000. The median house value is estimated
at $275,000, and property values have increased nearly 700% since 1970. Ocala’s
statistics pale in comparison. The Polices’ cost per capita would be less if it were
calculated using our true service population base of about 120,000 citizens.



2003 Proposed Police Budgets Per Capita
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Notwithstanding the issue of public safety cost, over the past two years, sev-
eral steps have been taken to address our budgetary challenge of balancing the
budget on current revenue. These steps are delineated as follows:

1. Cut $2.1 million in general fund discretionary expenditures in FY2001. The
large majority of these cuts have stayed intact.

2. Revamped the City’s vehicle use practices. The number of take home vehicles
was reduced by 35.

3. Flattened the organization by eliminating some middle management positions
and consolidated certain City services for optimal efficiency.

4. Automated certain utility plant operations with an associated manning reduc-
tion of 14.5 positions.

5. Increased the City’s millage rate by > mill and dedicated an additional % for
Police and Fire services. Allocated 1/8 mill for neighborhood enhancements.

6. Enacted a change in the methodology used in collecting telecommunication
taxes. For Fiscal Year 2003, this revenue source will increase $1.3 million over
the current budget.

7. In Fiscal Year 2001, we cut 46 positions Citywide. In Fiscal Year 2002, we
reinstated eight (8) positions for high priority programs where the workload was
unmanageable. The Fiscal Year 2003 budget includes the addition of 15 new
positions that will add the capacity to maintain the current service level in exist-



ing programs and to manage an expanded capital improvement program. More
detailed justification is provided later in this letter. The following graph depicts
changes in the number of City positions for a ten-year period.
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The Fiscal Year 2003 budget is balanced by changing our methodology for
financing the general government capital improvement program. Bond financing
will be used as opposed to pay-as-you-go. This will reduce our annual outlay to
finance these type of facilities and free up about 90% of the formerly committed
revenue to pay for other services. Alternatively, we have taken a portion of the
dollars to expand the scope of the capital program to include projects such as new
pools, the 800-Megahertz system upgrade, economic development, etc. We also
used $445,733 in internal service fund balance to offset cost in those programs.
Fifty percent of this reduction will be reflected in allocations to the general fund.

One other issue that has troubled us for some time is health insurance cost.
Prior to Fiscal Year 2002, the City had experienced substantial growth in its cost
for employee health insurance. The large increases were primarily attributable to
costs associated with new medical technology, prescription drugs, and doctor’s

fees.



For Fiscal Year 2001, the increase exceeded 31%. In an effort to mitigate
cost increases for health insurance, during Fiscal Year 2001, staff entertained sev-
eral proposals from insurance providers. This ultimately resulted in the Council
authorizing a contract with Blue Cross Blue Shield of Florida. The contract had a
5% increase in cost. This required passing some cost on to our employees. Subse-
quently, the City has been successful in controlling this cost.

Earlier this year, the Risk Manager projected a 13% increase in health insur-
ance cost for next fiscal year. As a result of intense negotiation and due diligence,
we have executed a contract with Blue Cross Blue Shield of Florida that has only a
6% increase. We do not anticipate expending all of the health care budget in the
current year. Therefore, the health insurance reserve should approximate $900,000
by year’s end. I believe this reserve balance will be sufficient to support the 6%
increase when coupled with the operating budget that is frozen at the current ser-
vice level expenditure base.

We will continue our vigilance in managing this crucial cost component of
the City’s budget in the ensuing year.

On a more positive note, general fund revenue has improved principally in
the area of ad valorem tax proceeds. The following chart is reflective of those
revenues for a ten-year period.
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For the last two (2) years, this revenue source has increased on average by
$750,000 per year. This is due to an increased millage rate in Fiscal Year 2001
and changes in the tax base that average 7% annually for that period. The tax
base has improved in part by way of the City’s economic development efforts, an-
nexation, new construction, and reassessments performed by the Property Appraiser.
Our intergovernmental revenues have basically remained constant as a function of
a stagnated population growth rate of less than 1% annually.

Department Service Level Highlights

Police Department

e Addition of one (1) School Resource Officer position and associated equipment
(891,561) has been authorized. This position will provide services for Westport
High School and the cost will be reimbursed by the Marion County School
Board at 100% of cost.

o 877,771 is allocated in the budget to support the acquisition of computers and
computer related equipment. Computers will be replaced that are beyond their
useful life and the money will provide an additional server to increase storage
capacity. There is also an allowance for mobile radios ($29,100) that will be
utilized in vehicles. In car video cameras ($36,500) will be used to document
urgent and serious crimes and incidents while in progress. These items will be
funded equally from the 1/8 mill that is dedicated for capital equipment and the
General Fund.

o The 800 MHz System is also going to require upgrading this year. Motorola is
no longer going to support the system. This system is required for effective
communications throughout the City. The amount is $753,000. $275,000 was
appropriated for this project in fiscal year 2002 and the balance will be funded
from the 2002 Capital Improvement Bonds.

Fire Department

e Replacement of several mobile radios (326,190) and the addition of several
new pieces of equipment have been approved. In particular, a Negative Pres-
sure Fit Tester ($7,900) is required by the department in order to comply with
annual testing of self-contained breathing apparatus and respirator masks. This
is an OSHA and Florida Statutory requirement. This cost is programmed in the
1/8 mill fund.

o Additionally, a shelter for hazardous materials decontamination ($11,400) is
funded in an effort to expedite the decontamination of hazardous materials from
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Fire Department personnel and the general public. This expense will be offset
in part from revenue from the hospital.
Addition of one (1) Fire Inspector contemplated in the Five (5) Year Plan.

Engineering Department

Addition of three (3) positions have been approved. The CAD Technician [
position and associated equipment (330,904) will be utilized to add capacity to
assist with the completion of the City’s GIS program. The Construction Project
Inspector and associated cost ($51,650) will assist in the pavement manage-
ment and resurfacing programs. A Road Civil Engineer and associated cost
($90,093) will be utilized to design roadway projects in house, rather than
hiring an outside consultant. The majority of the costs for the latter two (2)
positions will be capitalized.

Several position upgrades (36,726) for the department are approved. This is
due to changes in job duties and related responsibilities.

Additional software and training ($44,300) related to GIS along with some
replacement computers ($18,000) that will upgrade the current systems to im-
prove GIS capability.

The department will manage a 329.1 million capital program for Fiscal Year
2003.

Public Works Department

The addition of one (1) position in the Commercial Sanitation Division has been
approved. The Commercial Sanitation Truck Driver position and associated
equipment ($184,755) is needed to provide service to newly annexed areas and
increased construction locations. Continued additions and growth in the City
have pushed the division to its maximum manpower limits.

Water and Sewer Department

Five (5) positions and associated equipment have been added to the Water and
Sewer Department. All of these positions are related to WRF #3 coming online
this year and are consistent with the department’s business plan. The positions
are as follows: WRF Manager (375,571), two (2) Treatment Plant Operators
(877,013), Treatment Plant Operator I ($35,623) and Compliance Monitoring
Technician I ($32,204). With the reduction of six (6) positions in 2002 the net
decrease equals one (1) position.

Replacement of several pieces of equipment (322,724) that have outlived their
useful life along with additional equipment (3117,181) to facilitate the automa-
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tion of facilities and to maintain compliance with FDEP regulations are allo-
cated in the budget.

Electric Department

The department will realize three (3) additional positions. An Administrative
Specialist 11 position and associated equipment (329,202) will be utilized in the
Customer Service Olffice to provide enhanced administrative support to staff.
There is currently only one Administrative Specialist 1l to provide support to
approximately 40 employees. A Meter Service Worker and associated equip-
ment ($54,159) will be added to enable the utility to more effectively manage its
cut on/cut off program. No new positions have been added in this area in 15
vears. The Electric Engineer I position and associated equipment ($52,174)
will assume some of the responsibilities of existing staff and allow more time for
system planning, training of technicians, and GIS implementation. A Telecom-
munications Technician position (338,385) will be tasked with tracing out and
documenting individual fiber routes in addition to leased circuit integration and
coordination related to dedicated Internet. New revenue growth will support the
cost of this position.

$8,202 is provided to upgrade several positions. This will place positions in
Ocala’s Electric Utility on par with other similarly situated utilities.

There were several pieces of equipment provided for the department. They in-
clude additional radios to increase communication within the department
($21,578) and computers ($48,312) to replace existing equipment and to make
necessary upgrades to handle new GIS software.

The Energy Management Division will continue its Builder’s Rebate Program
($24,000) and will begin the Marathon Electric Water Heater Lease program
($50,000).

The Telecommunications Division will construct eighteen new fiber installations
at a cost of $293,000 and $388,000 is budgeted for infrastructure development
along SR-200.

$50,000 is allocated in the budget to retain a consultant to conduct a manage-
ment study. This study will make recommendations geared toward optimizing
the use of departmental resources.

Information Technology

Several position upgrades ($23,360) will be done in the department. These
upgrades are necessary to appropriately compensate employees for changes in
job duties and responsibilities pursuant to keeping their positions competitive
in the market.
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o A GIS server and storage area network ($45,000) as well as GIS software
($45,000) is included in the budget. This will allow the department to meet
the organization’s commitment to bring up the Geographical Information
System.

o $50,000 is budgeted for a consultant to assist with the development of specifi-
cations for the City’s Financial Management System. This consultant will
facilitate the selection process for the software and the implementation of ven-
dors. Further, the department will finalize the implementation of the Customer
Information System that is used by the Electric Utility and bring up the Build-
ing and Zoning Information System.

Salary and Fringe Benefits

Historically, the City of Ocala has enjoyed the reputation as a fair and equi-
table employer. Pursuant to maintaining our position in the employment market,
the Council in concert with management has worked diligently to implement pro-
grams which would recognize exemplary performance. During Fiscal Year 2000,
a pay study of all non-union positions was conducted to determine if they were
appropriately classified and categorized in the right pay grades. Several of the
individuals in these positions received pay adjustments in an effort to align their
compensation with the market. Subsequently, all non-union employees received a
cost-of-living adjustment at the 3.68% level. Employees were also eligible for up to
5% in merit for that fiscal year. Since that point in time, these employees have
received another cost-of-living adjustment (3.6%) and a concomitant 3% merit
adjustment contingent upon their performance evaluation. During this same time
frame, union members were compensated in accordance with their ratified union
agreements. Funding has been included for the estimated cost of the anticipated
new three (3) year Police and Fire contracts.

For fiscal year 2003, the adopted budget includes a 2% COLA. We usually
benchmark this adjustment against the Employment Cost Index, which incidentally
is 3.2%. This index is published by the United States Department of Labor’s Bu-
reau of Labor Statistics. It measures changes in compensation costs for non-farm
private, and state and local government workers.

Consequently, the City’s respective pension plans (general, police, and fire)
are under funded. We currently contribute 6.65% per employee. Based upon actu-
arial analyses, the under funding is principally due to the markets failing to achieve
their expected returns. In an effort to make the plans actuarially sound, the City
will increase the level of contribution to each plan by 1.25% per employee. I have
determined this to be of greater value than having the COLA mirror the ECI.
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Moreover, it is consistent with our fiduciary responsibility. In the Police and Fire
plans, we are proposing that the plan’s participants increase their contribution in
addition to the City’s increased contribution. Both unions have agreed to this.

As discussed during City Council workshops, an allocation to support merit
adjustments has also been included at the 2% level. The budget also retains the
longevity bonuses. I believe this package is fair and competitive in the current
market.

Budget Workshops

The budget proposal submitted to City Council during workshops on August 6",
7" and 20™ recommended a $218,159 transfer to the General Fund balance. In
addition, Council was also presented with the unfunded programs listed below
along with funding options other than an increase to the millage rate.

Unfunded General Fund
Programmatic Budgetary Cost

Merit Pay (2%) $494,000
Landfill Debt Service $260,000
Additional Holiday $13,250

Implement Revisions in Vacation Policy $117,000
Police Equipment $148,000
Additional Transfer to General Fund Balance $250,000
Implement a Contributory Retirement Plan $250,000

Budget reconciliation resulted in an alternative budget. Below is a summary of
the most significant changes authorized by the City Council:

o Added one (1) Fire Inspector position ($24,235).

o Funded 350,556 of police capital from General Fund instead of designated 1/
8 mill.

Deleted one (1) Waste Enforcement Officer position and equipment ($54,476).
Added Management Study for Ocala Electric Utility ($50,000).

Added one (1) Telecommunications Technician position ($38,385).

Added Thermoplastic Striping Machine for Traffic Engineering ($42,500).
Added 390,500 to support worthwhile projects with local organizations.
Added Christmas Eve Holiday for employees ($16,970).

Added merit pay for employees ($838,865).
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o Eliminated the $218,159 contribution to General Fund balance to help sup-
port the enhancements mentioned above.

o FEliminated the $100,000 General Fund contingency account to help fund the
merit pool.

o Allowed for a contribution from the Internal Service Fund to help fund the
merit pool ($230,000).

Conclusion

In closing, I believe the adopted Fiscal Year 2003 budget of 3272.8 million
represents a reasonable and prudent approach to the delivery of effective public
services. It exercises a continuation of belt-tightening in most operating programs,
adequately compensates our employees, and places the infrastructure in place to
support the City programs, while being sensitive to high priority needs in the com-
munity, as articulated by Council. It also serves to protect the value of our employ-
ees’ retirement programs.

I would like to express my personal thanks to City employees, department
heads, as well as staff in the Finance and Administrative Services Department for

the considerable number of hours that they spent assisting Council in formulating
the budget that has been adopted for Fiscal Year 2003.

Respectfully submitted,

Susan M. Miller
City Manager
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CITY OF OCALA
FISCAL YEAR 2002-2003
ADOPTED BUDGET

The City of Ocala’s adopted budget for the fiscal year
2002-2003 is $272,815,949. This budget serves as a
financial plan for the upcoming year. This plan, along
with the mission statement and major goals for the City,
gives guidance to departments in their daily operations
and provides the citizens of the community with a basic
outline of the direction in which the elected officials plan
to guide the City.

THE BUDGET AS A
POLICY DOCUMENT

Mission Statement

The City of Ocala recognizes and embraces it’s mission
to be the most reliable, responsible and respected pro-
vider of quality service and innovative ideas to the citi-
zenry of Ocala now and for the future. We strongly
believe our employees, in concert with the citizens, rep-
resent a partnership to improve the health, safety, wel-
fare and environment of the community most cost effec-
tively.

Goals

During the FY 1999 budget process, Council began con-
ducting annual retreats. At the retreat, Council deter-
mines their major goals for the City, which, in turn, pro-
vide departments with guidance for the upcoming year.
The City’s major goals, as set by Council during the
planning retreat held in February 2002, are:

Goal 1-To Maintain Orderly Growth
e Identify and stage appropriate areas in urban
service area for eventual annexation.

Goal 2 - Increase Public’s and Employee’s

confidence in Policies and Procedures of Council

e Establish public relations position to share City’s
“story” with public.

¢ Build community service centers to co-locate city
services.

e Enhance maintenance efforts for cleanliness of
facilities and landscaping.

Goal 3 —Maintain the Viability of the Electric

Utility
¢ Enhance customer service for development
activities.

Goal 4 — Continue Economic Development

Activities

e Revitalize West Ocala - develop incubator for
small business.

e Begin to implement plan for downtown develop-
ment.

¢ Continue past efforts for job creation and new and
existing industry through Economic Improvement
Fund.

Goal 5 — Continue to Decrease the Crime Rate
e Increase police presence downtown and through-
out the community.

Goal 6 — Develop and Support Community

Programs

¢ Build two swimming pools - one on the west side,
the other location to be determined.

Goal 7-Improve Communication and Coopera-

tion with Other Governmental Bodies

e Convene a facilitated meeting with all elected
bodies in the county to enhance intergovernmental
cooperation and communication.

THE CITY OF OCALA

Structure of the Government Body

The City of Ocala, Florida operates under a Council-
Manager form of government. Elected officials include
the mayor and five councilmembers. An amendmentto
the City Charter, as approved in a referendum by the
City of Ocala citizenry in November, 1985, provided
for special districts. Special districts have been set up
to elect 4 councilmembers with the remaining
councilmember being elected-at-large.
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CITY OF OCALA

=" Fiscal Year 2002-2003 Budget in Brief

The citywide organizational chart, shown in the front of
the budget book, displays the relationships between
organizational units of the City government. The Mayor
serves as the Chief Officer for the Police Department.
The other departments report to the City Manager ex-
cept for the City Clerk, City Attorney and Internal Au-
ditor, who are appointed by and report directly to City
Council. Asshownin the organizational chart, there are
two Assistant City Managers responsible for the vari-
ous depart-

ments who report to the City Manager.

City Profile and History

Florida experienced an early land rush spurred on by
the relative peacefulness accompanying the end of In-
dian hostilities after the Second Seminole War. By act
of the territorial legislature, Marion County was formed
in 1844. Ft. King became the seat of the new county
and, shortly after statehood in 1845, the surrounding
community was platted.

Both the county and city grew slowly, based upon a
plantation economy of corn, sugar cane, cotton and ex-
tensive groves of wild oranges scattered throughout the
county. With the development of the citrus industry
(1870-95) and the building of railroads after 1879,
Marion County experienced its greatest period of de-
velopment and prosperity, producing more than one-
third of Florida’s citrus crop until severe freezes de-
stroyed the industry.

Although the financial and business center for the phos-
phate industry centered near Dunnellon, Ocala
was beginning to experience the economic ben-
efits of tourism. The railroads were able to pro-
vide safe, more comfortable service from north-
ern cities, and Silver Springs became a winter

There were hard times during the Great Depression but
those who chose to remain to conserve and nurture the
land succeeded. From 1930 to 1950, however, Marion
County and Ocala changed slowly.

During the decade of the 1950’s, the major roads were
constructed in and around Ocala and the resulting trans-
portation improvements had an obvious impact upon the
City’s growth pattern. U.S. 301 and U.S. 441 were
connected and U.S. 27 was built during this same pe-
riod. The City annexed over a square mile and the 1960
census of population for Ocala was 13,598.

Both highway construction and population growth con-
tinued into the 1960’s. Then Interstate 75 was com-
pleted, linking Ocala via the vast federal and state high-
way network with the Midwest. Tourism became a ma-
jor economic force while the in-migration of Americans
resettling to Florida and seeking inexpensive housing gave
impetus to the local mobile home manufacturing indus-

try.

East Ocala was annexed into the City in 1964, tripling
the City’s area to 16 square miles. By 1970, the popu-
lation had grown to 22,583. Ten years later, there were
37,170 persons residing in the City which had increased
inareato 27 square miles. The 1990 Census listed the
population at 42,045 and the total land area was 28.9
square miles. The 2000 Census reported the popula-
tion at45,943. The population for 2002 has been esti-
mated at 46,453; total land area was 39.42 square miles.
As the chart below indicates, the population has been

POPULATION ESTIMATES
FY1994-2003

429 432 433 436 447 A6 459 463405 469

season stopover.

After World War I, Marion County’s economy
increasingly became agricultural. Rail shipment
of cabbage, beets, potatoes, beans, tomatoes
and lettuce initially made vegetable farming
profitable. Livestock raising helped to diver-
sify the agricultural base.

Thousands
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FY2003 projection assumes a .86% increase
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steadily increasing, creating greater demands on the City
as a provider of services.

THE BUDGET PROCESS

Budgetary Basis and Compliance

The budgets for the governmental funds are adopted on
a basis consistent with generally accepted accounting
principles (GAAP) except that encumbrances are treated
as expenditures and recorded against budgeted appro-
priations. This budgetary basis is not always the same
as the modified accrual basis of accounting that is used
to account for the actual results of operations. Items
such as depreciation, compensated absences, loss/gain
on inventory/investments are not included in the budget.

The accrual basis of accounting is utilized for the propri-

etary and fiduciary funds. Under this basis, revenues
are recognized in the period incurred. The modified
accrual basis of accounting is utilized by the governmen-
tal funds. Under this basis, revenues are recognized when
they become susceptible to accrual, that is, when they
become both measurable and available to finance ex-
penditures of the fiscal period. All material revenues of
the governmental funds are accrued or deferred, as ap-
propriate. Under the modified accrual basis, expendi-

tures are generally recognized when the liability is in-
curred with few exceptions. A definition of the govern-
mental, proprietary, and fiduciary funds is provided in
the Fund Overview Section of the Executive Summary.

Budgetary control is maintained on an annual allotment
basis, based on prior year working capital and revenue
projections for the current year. At midyear City de-
partment heads are provided the opportunity to reas-
sess their appropriations for the remainder of the year,
from which a budget revision is prepared and submitted
to the City Council for approval.

Department directors are furnished monthly budget
progress reports for the divisions of the City that they
are responsible for managing. Atany time, department
managers and staff have the ability to look at account
balances and activity on-line through the City’s net-
worked computer system.

The Budget Calendar

An annual budget is prepared for all governmental and
proprietary funds that are considered budgetary. Al-
though the budget thought-process is on-going continu-
ously, the official budget process begins in March and
ends in September. The formal budget process pro-
vides the primary mechanism by which key decisions
are made regarding the levels and types of services to
be provided, given the anticipated level of available re-
sources. A work session is held with Council in April to
provide them with an overview of upcoming projects,
programs, or needs within each department. This work
session allows the opportunity for Council to express
their thoughts and priorities while providing staff the op-
portunity to inform Council of both long-term and short-
term needs.

During March and April the departments begin to final-
ize their requests. Departments are encouraged to as-
sess their needs, research costs, and look at innovative
changes which can be implemented within their opera-
tions. Capital improvement budgets are also included in
this process. In finalizing the requests, departments meet
with the internal service departments to discuss their re-
quests for personnel (Human Resources), computer
needs (Information Technology), and vehicles/gas-pow-
ered equipment (Fleet Management). This allows the
internal department to gather additional information that
is necessary to complete their own budgets and to pro-
vide recommendations to City management on the de-
partments’ requests. During May and June, the Finance
and Administrative Services Department reviews, ana-
lyzes, identifies problem areas and makes recommen-
dations to the City Manager, and Assistant City Man-
agers. Revenue estimates, working capital projections,
and summary reports are also reviewed to provide City
management with an “overall picture.” During July, the
proposed budget is balanced. City Council sets a ten-
tative millage rate at the end of July in accordance with
state statutes. During August, City Council reviews the
department budgets during workshops. According to
State Statute (TRIM bill), public hearings are held dur-
ing September to adopt final budgets and millage rates.
The City Council adopts the budget by resolution prior
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to the new fiscal year which begins October 1st. A more
detailed calendar can be found on page 29.

The Budget Book

This “Executive Summary” will provide a cursory over-
view of the major funds and general background infor-
mation on them.

To obtain more information about all budgetary funds
included in this budget, a “Fund Summary” section is
provided. You will find additional statistical information
and a glossary of terms at the end of this executive sum-

mary.

Details on the major capital improvement projects for a
5 year period are provided in the section titled “Capital
Improvements”.

As an informational guide to operations, the budget is
presented by department. The “Department Budgets”
section of this book provides an overview of each de-
partment, as well as details about the operating divi-
sions. The department summary page will provide a
narrative of total operations, revenue highlights, and staff-
ing totals. Following each department summary page
will be narrative pages for each division within that de-
partment. The division pages will include the function
of that division, operating budget information, staffing
levels, and the divisions goals and objectives for the com-
ing year. Atthe division level you will also find workload
indicators and any pertinent budgetary highlights. The

TOTAL BUDGET BY DEPARTMENT

chart indicates what proportion of the total budget each
department is allocated. See page 30 for a more de-
tailed report on budget total comparisons by depart-
ment with funding sources for a 3 year period.

Amending The Budget

The City Manager is authorized to transfer budgeted
amounts within departments and within any fund, how-
ever, budget amendments that alter the total expendi-
tures of any fund must be approved by the City Council.
The City Council must also approve, through the supple-
mental appropriations resolution, any increase in fund
totals that occur as a result of open project appropria-
tions, encumbrances, and unexpended grant appropria-
tions that will be carried forward. All other appropria-
tions lapse at the end of the fiscal year.

Fund transfers allow for monies to be transferred from
one line item to another or from one division to another
within the same department and must be authorized by
the City Manager and the Finance and Administrative
Services Director, provided the total fund budget is not
increased. Other than to amend fund budget totals, City
Council approval is also needed for new positions, use
of budgeted contingency funds and amendments to ac-
count for the award of budgetary grants.

FUND OVERVIEW

To provide proper accountability for the different kinds
of resources, the accounting records of the
City are organized on the basis of “funds”.
Government resources are allocated to and

Legis./Exec./Finance/HR
Police/Fire
Planning/Bldg/Comm Prog
Recreation
Electric/Telecommun.
Water & Sewer

Airport

Public Works
Purch./IT/Fleet
Non-Dept.

Engrg./Stormwater

accounted for individual funds based upon
the purposes for which they are to be spent
and the means by which spending activities
are controlled. The various funds are
grouped into eight generic fund types and
three broad fund categories: governmental
funds, proprietary funds and fiduciary funds.

Governmental Funds - Governmen-

tal funds include the General, Special Rev-

T T T T T T T T
0 5 10 15 20 25 30 35 40

s % enue, Debt Service, Capital Projects and
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Expendable Trust funds. Their reported fund balances
are considered a measure of available spendable re-
sources. These funds are maintained on a modified
accrual basis of accounting. The following is a descrip-
tion of the governmental funds of the city.

General Funds

The General Funds group includes the general operating
fund of the City. General property taxes (except those
levied for the Downtown Development commission and
those dedicated for capital improvements), franchise
taxes, licenses, fines and certain intergovernmental rev-
enues are recorded in this fund. Capital outlay, debt ser-
vice, intergovernmental and operating expenditures of
the administrative, public safety, public works and nu-
merous other department are paid for through this fund.
In addition to the operating General Fund there are other
budgetary funds in this group. They are the 3/4 Mill
Road Improvement Fund, 1/4 Mill-Fire/Police Improve-
ments Fund, Discovery Science and Outdoor Center
Fund, 1/8 Mill Neighborhood Enhancement Fund, Util-
ity Tax Fund, Community Development Block Grant
Fund, Police Trust and Agency Fund, and Recreation
Special Activities Fund.

Special Revenue Funds

Special revenue funds are used to account for the pro-
ceeds of specific revenue sources that are legally or ad-
ministratively restricted to expenditures for specific pur-
poses. Special revenue funds used by the City are:
Parking/Parks Enforcement, Downtown Development,
Stormwater Utility and Local Gasoline Tax Funds.

Debt Service Funds

Debt service funds are used to account for the accumu-
lation of resources for the payment of principal, interest
and related costs of the City’s general long term debt
not paid from the special assessment fund. Fiscal year
2003 marks the first year that debt service funds are
included as part of the formal budget document.

Capital Project Funds

Capital project funds are used to account for resources
earmarked for the acquisition and construction of major
capital facilities and other project oriented activities not

funded by other operational funds, such as the 2002
Capital Improvement Bonds Fund and the 2002 Gas
Tax Bonds Construction Fund.

Proprietary Funds - Proprietary funds include en-
terprise and internal service funds which are measured
by the determination of full cost recovery. The generally
accepted accounting principles for proprietary funds are
those applicable to business in the private sector so these
funds are maintained on the accrual basis of accounting.
The following is a description of the proprietary funds
of the City.

Enterprise Funds

Enterprise funds are used to account for operations that
are financed and operated in a manner similar to private
businesses and whose costs are paid from user charges
or from revenue sources other than general governmen-
tal revenue. Enterprise funds used by the City include
the Adult Athletic Complex, Ocala International Airport,
Municipal Trailer Park, Sanitation, Municipal Golf
Courses, Water & Sewer, Electric, and Telecommuni-
cations.

Internal Service Funds

The internal service funds account for the operation of
departments which exist solely to provide services to
other City departments. The various types of services
budgeted for in these funds include the employee clinic,
facilities maintenance, information technology, records
management, purchasing, and fleet management. The
revenues of the internal service funds are derived from
user fees and allocations charged to City departments.
The internal service funds are the Intragovernmental
Fund, Fleet Management Fund, Fleet Replacement
Fund, and the Risk Management Fund.

Fiduciary Funds - Fiduciary (trust) funds account
for assets belonging to others which are administered by
the City such as the City’s Pension Trust Fund. These
funds are not included in the formal budget process ex-
cept for the Community Redevelopment Trust Fund. This
fund is further explained on page 22 in the paragraph
titled Property Taxes.
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BUDGETED EXPENDITURE
HIGHLIGHTS

The adopted budget for all funds, including both operat-
ing and capital expenditures, is $272,815,949. Thisisa
23% increase from the FY2002 adopted budget, and it
is adecrease 6.6% from the FY2002 amended

budget. The increase over the current budget

is largely attributable to an expanded capital
improvement program and a change in our cur-

rent budget methodology to include debt ser-

vice funds as part of the formal budget pro-

cess. The expenditures can be viewed in a

variety of ways: by fund, by expenditure type
(category), and by functional area. The bud-

getby fund is detailed in Section I1I, Fund Sum-

mary, which gives a description of each of the

48 funds and a provides a look at each fund’s

activity over a 3 year period.

The budget by category shows the amount al-

located for salaries & benefits, operating ex-

penses, capital equipment, non-operating items, and
transfers. The budget in that format is as follows:

Salaries & Benefits $ 53,975,946
Operating Expenses 124,286,778
Capital Outlay 37,936,109
Non-Operating 12,177,273
Transfers 44.439.843
Total $ 272,815,949

The budget by functional area outlines the budget ac-
cording to what type of government activity is being per-
formed across all departments. The budget by func-
tional area is summarized as follows, in dollars and as a
percentage of the total budget.

General Govt (1.6%) $ 4,287,593
Public Safety (3.3%) 9,113,913
Physical Envir. (10.2%) 27,868,028
Transportation (8.8%) 23,885,817

Economic Envir. (60.5%) 164,950,814
Human Services (4.0%) 11,061,179
Culture & Recr. (0.1%) 187,036
Internal Services (0.7%) 1,870,000
Other-Non Expend. (10.8%) 29,591,569

Total $ 272,815,949

TOTAL FUNCTIONAL AREA
EXPENDITURES

Economic Env.
60.5%

Transportation

8.8%

Public Safety

3.3%
/—InlragovtA 0.7%

Human Sves. 4.0%

on-Expend.
10.8%

Physical Envir.

Culture & Recr. 10.2%

0.1%

General Govt.
1.6%

General Government: Services in this functional area
are provided by the Legislative and Administrative
branches of government for the benefit of the public and
the governmental body. Included in this category are City
Council, City Manager, City Attorney, Human Re-
sources, Risk Management, Finance and Administrative
Services, City Clerk, and Internal Auditor.

Public Safety: Services in this functional area are pro-
vided for the security of persons and properties. In-
cluded in this category are Police Department, Fire De-
partment, Building and Zoning, and Emergency Man-
agement.

Physical Environment: Services in this functional area
are provided for the primary purpose of achieving a sat-
isfactory living environment by controlling and utilizing
elements of the environment and resources within the
community. Included in this category are Electric Utility
Department, Water and Sewer Department, Sanitation,
and Stormwater.
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Transportation: Services in this functional area are
provided to offer safe and adequate flow of vehicles,
travelers, and pedestrians. Included in this category are
Traffic Engineering, capital projects involving road im-
provements, Public Works Highway & Street Mainte-
nance, Ocala Regional Airport, and the Train Station
facility.

Economic Environment: Services in this functional
area are provided to develop and improve the eco-
nomic condition of the community and its citizens. In-
cluded in this category is an allocation from the 1/8 Mill
Neighborhood Enhancement Fund to help disadvan-
taged individuals in the community tie to the City’s water
and sewer utilities as well as the Community Develop-
ment Block Grant (CDBGQG) assistance offered by the
Community Programs Department.

Human Services: This functional area provides health
and welfare services. This category includes the joint
City/County/School Board Substance Abuse Program
which is managed by the Community Programs De-
partment.

Culture & Recreation: This functional area offers
the provision and maintenance of cultural and recre-
ational facilities and activities for the benefit of citizens
and visitors. Included in this category is the Recre-
ation & Parks Department.

Other Non-Expenditures: This category includes
the transfer of monies between funds and any other
activities which are not classified as expenditures.

Internal Services: This functional area provides
goods and services to user departments or agencies
within the City of Ocala government operations. In-
cluded in this category are Fleet Management, Infor-
mation Technology, Employee Clinic, Facilities Main-
tenance, Information & Publications, and Purchasing.

BUDGETED REVENUE
HIGHLIGHTS

The adopted budget is prepared looking at all available
resources and utilizing those resources, in the most effi-
cient manner, to ensure that the departments can con-
tinue providing services that have been established as
priorities for the current fiscal year. Revenues are esti-
mated based on information received from City depart-
ments, outside agencies, current rate changes, historical
data and trends.

Many citizens believe that government runs mainly from
ad valorem property taxes. In the City of Ocala, this is
not true. Because a major function of the City is provid-
ing services such as electric, water & sewer, and sani-
tation (garbage service), the major revenue source is
“charges for services.” As you can see in the following
chart, this source is 51.2% of all revenues collected.

TOTAL PROJECTED REVENUES
ALL FUNDS

Charges for
Sves. 51.2%

Utility Service
Tax 2.1%

Misc.
Revenues
12.2%

Ad Valorem

Taxes 4.9% Internal

Intergovt. Services 2.3%

R 3.79
evenue 3.7% Non-

Revenues
23.6%
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Enterprise Fund Charges for Services: This rev-
enue type accounts for a significant portion of the
budget’s operating revenues. These charges are asso-
ciated with the operations of three major enterprise fund
departments:

Electric $ 107,421,490
Water & Sewer 16,371,800
Sanitation 8,005,750
Other 4,284,809
Total $ 136,083,849

The City of Ocala’s general operations are supported
with a revenue structure consisting of several major
sources. The Ocala Electric Utility contributes over $10
million in transfers to other city operations. Ad Valorem
taxes, the traditional tax on property owned within the
City of Ocala, yields $13 million. Theses two sources
account for a majority of general operations.

In addition, State Revenue Sharing has shown three-
year increases, however a decrease is expected for fis-
cal year 2003. The local option gas tax has been de-
clining in recent years and revenues such as the 1/2-cent
sales tax and gas franchise fees fluctuate from year to
year. Many of our state-shared taxes are distributed
based on population. This formula basis adversely af-
fects the City of Ocala with little increase in population
related to county growth. The methodology for exer-
cising the telecommunications tax was changed. For
fiscal year 2003, this revenue source will increase $1.3
million over the current budget.

Property (Ad Valorem) Taxes: The tax levy of the
City is established by City Council. Under Florida law,
the assessment of all properties and the collection of all
county, municipal, special districts, and school board
property taxes are provided by the County’s Property
Appraiser and Tax Collector. The City is permitted un-
der its charter to levy taxes up to 10 mills of assessed
valuation for general government services other than the
payment of principal and interest on general long-term
debt and in unlimited amount for the payment of princi-
pal and interest on long-term debt. Additional taxes as-
sessed for the payment of general long-term issues of
the City must be approved by the public. This year the
approved tax rate is $5.7784 per $1,000 of taxable
property which is a 5.07% increase over the rolled-back
rate 0f 5.4996. The city’s total taxable property valua-
tion for FY2003 is $2.35 billion which represents a 7.3%
increase over last year’s value. The total estimated rev-
enue to be generated from this basic citywide millage
rate in FY2003 is $13,188,531.

In addition to this basic tax levy, the City’s downtown
area is divided into three special districts and levied a
millage rate for each district as follows:

District A 1.9500 mills
District B 1.5669 mills
District C 1.3698 mills

The Downtown Development Commission provides a
recommendation for the millage rates to the City Coun-
cil, who determine and adopt the final rates. The prop-

AD VALOREM DATA
10 YEAR COMPARISON
FY1994-2003

Taxable Value

{3 11 AY
\]_11 lllllllUllD)

1994 1995

199 1997 1998 1999 2000 2001 2002 2003

Millage Rates

5.8368

5.7784 5.7784

52237 52237 52743 5274
5.0264 5.0264

1996 1998 1999 2000 2001 2002 2003

1994
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MAJOR REVENUE SOURCES
% % %

INCR/ INCR/ INCR/

FY00 FY01 DECR FY02 DECR FYO03 DECR
Electric Utility Tax 5,306,148 5,293,400 -0.2% 5,698,897 7.7% 5,500,000 -3.5%
Electric Utility Transfer 9,649,706 9,714,145 0.7% 9,902,948 1.9% 10,900,000 10.1%
Ad Valorem Taxes (all funds) 9,172,117 11,548,593 25.9% 12,436,198 7.7% 13,332,062 7.2%
Local 1/2-cent Sales Tax 2,744,464 3,034,745 10.6% 2,919,423 -3.8% 3,060,000 4.8%
Local Option Gas Tax 2,833,857 3,214,146 13.4% 3,082,009 -4.1% 2,988,600 -3.0%
State Revenue Sharing 1,099,208 1,355,904 23.4% 1,391,703 2.6% 1,372,000 -1.4%
Communications Services Tax 841,764 2,158,547 156.4% 3,944,615 82.7% 4,146,200 5.1%
Gas Franchise Fees 314,741 523,018 66.2% 321,825 -38.5% 325,000 1.0%

erty tax revenue is used specifically for revitalization. The
property values in the downtown area are increasing.
All three districts reflect a slight increase in property valu-
ations this year. The increases can be attributed to a
major public/private revitalization effort. The total ad
valorem revenue anticipated for these three districts is
$50,531.

In FY88, anew program was created called Tax Incre-
ment Financing (TIF). The TIF program allows for a
tax increment to be set aside in the Community Rede-
velopment Trust Fund to be utilized for community re-
development purposes. The increment, to be taken for
30 years, is the City and County property tax on the
difference between a base year (1988) and the budget
year’s property values within a designated

area. Due to an expansion of the TIF area

approved by City Council in November, $3,500,000
1999 and major revitalization projects within $3,000,000
this area, fiscal year 2000 ended a trend of ~ $2.500,000
decreasing property values that began in $2,000,000
1992. The property values in the area have $1.500,000
continued to increase. The taxable prop- $1,000,000
erty valuation for FY2003 represents a 3.6% $500,000
increase over last year which will bring in %

approximately $181,668 in revenue.

tion is based upon population and sales tax collections.
The City is expected to receive $1,372,000 in FY2003.
These funds will be used for General Fund operations.

Local Government Half Cent Sales Tax (Intergov-
ernmental Revenue): The half-cent sales tax is col-
lected by the State and distributed to local governments
based on taxable sales within their counties. The pro-
ceeds are shared with all cities in the county and the
amounts are based on a population formula. This rev-
enue source can be used for municipality-wide programs
or it can be pledged for the payment of principal and
interest on any capital project. In FY2003, the half-
cent sales tax is expected to provide $3,060,000, which
15 4.8% more than FY2002.

—e— State Revenue

Sharing

—=— 1/2 Cent Sales
Tax

FFFF PSP

State Revenue Sharing (Intergovern-

mental Revenue): The State Revenue Sharing Act
of 1972 established trust funds for certain State-levied
tax monies to be shared with counties and municipali-
ties. The major sources of these funds are intangible
personal property taxes. The State formula for distribu-

Utility Service Tax: The utility service tax has two
sources; the firstis a 10% tax on the purchase of elec-
tricity within the City limits and goes directly into the
General Fund. The estimated revenue for FY2003 is
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$5,500,000. The second source is a 5.0% tax on natu-
ral gas. The estimated revenue from this tax is $247,000.

Communications Services Tax: The Communica-
tions Services Tax Simplification Law, effective Octo-
ber 1,2001, was designed to simplify a complex struc-
ture of taxes on telecommunications, cable, direct-to-
home satellite and related services. The law replaces
and consolidates several different state and local taxes
with a single tax comprised of two parts: the Florida
communications services tax and the local communica-
tions services tax. For the City of Ocala the cable fran-
chise fees, telecommunications franchise fees and mu-
nicipal public service tax on telecommunications were
replaced by this law. For fiscal year 2003 the tax rate
on communications services is 5.22% and is estimated
to bring in $4,146,200 in revenue. Thisis a 5.1% in-
crease over fiscal year 2002 collections.

Non-Revenues: This revenue category includes all con-
tributions across funds internal to the organization for
operating purposes and debt service payments. Some
major contributions include transfers from Electric Fund
to the General Fund and a transfer from the Electric
Reserve Fund to the Electric Operating Fund.

Miscellaneous Revenues: This category covers all
other revenues not mentioned in the previous catego-
ries, and includes such items as Sales & Use Taxes,
Interest Income, Franchise Fees, Licenses & Permits,
and Working Capital. The amount of working capital
brought forward for operating purposes in the FY2003
budget is $19,569,767. Seventy-five percent of this is
attributable to enterprise funds.

GENERAL FUND HIGHLIGHTS

The General Fund is the general operating fund of the
City and contains the operating expenditures for ser-
vices that are citywide in nature. The general services to
the community in