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Committee Origin, Composition and Purpose

On October 20, 2015, the Manatee County Board of County Commissioners (the
Commission) took action to create the Citizens Financial Structure Advisory Board (the
Committee). The creation of the Committee was driven by what were deemed to be
critical budget needs identified by the Commission and the County’s administrative
and financial staff, along with concerns that the existing revenue sources available to
the County (primarily ad valorem taxes, gas taxes and impact fees) were not well suited
to result in a sustainable response to looming budget issues. The 13-member Committee
was asked to evaluate the County’s budgetary concerns and its current financial
structure in order to determine if the Committee concurred with the existence of the
indicated problems as well as to formulate recommendations to the Commission for
addressing such problems, in terms of both budgetary impacts and quality of life
expectations.

The ordinance creating the Committee included a sunset date of May 1, 2016, so that
the Committee’s findings and recommendations could be taken to the Commission for
consideration as part of the FY2016-17 budget process that begins in May of 2016.

Each of the County’s seven Commissioners appointed one member to the Committee,
and there were six seats created to represent each of Manatee County’s principal
business group alliances. The members of the Committee are:

County Commissioner-Appointed Members

Ron Allen, appointed by At-large Commissioner Betsy Benac

Tom Garland, appointed by District 1 Commissioner Larry Bustle

Kerry Kacherian, appointed by District 4 Commissioner Robin DiSabatino

Lou Marinaccio, appointed by District 5 Commissioner (Chair) Vanessa Baugh
Chuck Slater, appointed by District 3 Commissioner John Chappie

Pastor Charles Williams, appointed by District 2 Commissioner Charles B. Smith

David Zaccagnino, appointed by At-large Commissioner Carol Whitmore

Business Organization Members

Paul Adamson, Lakewood Ranch Business Alliance

Mac Carraway, Manatee Chamber of Commerce

Tarnisha Cliatt, Black Chamber of Commerce

Eva Gonzalez, Gulf Coast Latin Chamber of Commerce
Karen LaPensee, Anna Maria Island Chamber of Commerce

Mike Moschella, Bradenton Area Economic Development Corporation



Summary Statement

At its April 14, 2016 meeting, after extensive fact-finding, careful consideration and a
thorough debate, the Committee came to the unanimous determination that there are
significant budget concerns facing the County and that its current revenue structure is
not conducive to the sustainable financial health of the County or to ensuring the
quality of life for its citizens.

The Committee approached its efforts seriously and in a collaborative way, and
adopted several guiding principles for its work effort. The Committee believes that its
recommendations should result in a solution that will:

U Focus on maintaining and improving the quality of life for all of the County’s
residents.

U Drive financial decisions, both revenue and spending, to adequately and
transparently address budget sustainability in terms of both current and long-term
goals.

O Ensure that users of infrastructure and services, including visitors to the County,
should pay for those benefits, underscored by a commitment to fairness.

U Ensure Manatee County’s competitiveness in business attraction and retention, in
tourism, and in culture (e.g. arts, entertainment, attractions) and in heritage (e.g.
history), relative to neighboring counties and to other similar counties in Florida.

O Ensure that any new revenue source supported by the Committee should meet the
criteria of being a broad-based investment in the community, and not a burden on
its citizens or its businesses.

U Emphasize that existing and new revenues must be spent wisely and prudently, using
sound business and procurement practices to avoid waste and duplication.

Committee Activity and Recommendations

The Committee has met regularly over the past four-plus months to explore Manatee
County’s financial standing and to examine the funding sources that generate its $1.2
bilion annual budget. It has spent many hours poring over the County’s finances and
evaluating whether the county’s current revenue sources are sufficient to meet both
the basic expectations and the quality of life demands of a growing community.

From the onset of its meetings, the Committee has noted evidence that Manatee
County operates efficiently and has managed its resources well despite significant
downsizing during and after the recession. County statistics show that property tax (ad
valorem) revenues declined by 18% from 2007 to 2012 which led to a workforce
reduction and a 25% downsizing of County government, a significant portion of which is
still present today. The County was compelled to defer significant maintenance on
fundamental infrastructure (e.g. roads), pared back library and park hours (which have
not been restored) and curtailed important capital spending on law enforcement and
public safety projects. In contrast to these facts, the County’s population has grown by
more than 40,000 new citizens since 2007.



It is encouraging that even with the backdrop of the recession and the County’s efforts
to adjust its budgeting and spending, the County’s independent financial advisor
advised the Committee that Manatee County is in the top six counties in the state in
terms of credit worthiness, and that its bond ratings are “as good as it gets”.

Based on these considerations, the Committee believes the County has managed its
limited resources well, and is on solid financial footing, subject to the further discussion
below.

Part of the Committee’s education was to better understand the County’s Budget
Stabilization Fund (the BSF). Without getting lost in the details, a review of the BSF over
the next few years indicates that after doing all of the things that simply have to be
done, there is a future deficit that needs to be addressed. Much of that deficit relates
to the very significant costs of aging infrastructure in the County. In other words, current
spending is often less than what is needed, resulting in a growing backlog of such
needs. In addition, the budget must address the needs of the Constitutional Officers,
including the Sheriff, who are experiencing similar needs and who have expressed their
concerns about similar backlogs. This puts the County’s current financial picture and
quallity of life on an unsustainable path for the near and long-term future. The modest
property value / tax-revenue growth seen in recent years has fallen short of the
population increase and the demand that the County’s new and existing residents, and
the many visitors to the County, are placing on its infrastructure and public-safety
needs. During the housing boom of the early 2000’s when property tax revenues
peaked, the County invested in the BSF so that it could eventually be used to offset
reductions in County spending and services during the recession. The BSF has continued
to be used to balance the County’s finances (including the maintenance of its critical
debt-service reserves as previously noted), since expenses still outpace revenues.
Accordingly, the County is faced with the need to identify a sustainable solution to
funding the government without relying on the BSF, which will be substantially
consumed by 2018.

Another aspect of the Committee’s efforts was to understand the role of impact fees.
The recent update to the County’s impact fees will continue to require new
development to pay for the strain it puts on roads and parks. But those fees are limited
by statute to be used only for new capital (construction) projects, and cannot be used
for routine repairs and maintenance.

Going Forward

Unlike many other Florida counties, Manatee County relies almost exclusively on
property taxes to pay for the upkeep of its various assets. Beyond the highly-structured
annual zero-based budgeting process, including the companion capital improvement
plan, there is no comprehensive long-term plan to maintain the County’s aging
infrastructure. As a result, the County routinely faces funding dilemmas in every budget
year. These funding dilemmas pit roads against libraries against parks against public



safety — which in the view of the Committee is a situation that simply must be addressed
immediately.

We also saw evidence that the County’s list of capital improvement needs is growing.
During a February meeting of the Committee, Sheriff Steube and the County’s

department directors gave tangible and sometimes startling examples of how current
revenues are insufficient to address pressing needs, including the following examples:

U More than half the major roads in Manatee County have deficiencies with a price
tag in the hundreds of millions of dollars, which does not even fully address the
notion of providing the County’s citizens with “complete streets” (i.e. sidewalks,
lighting, landscaping, etc.).

Q Sheriff Steube has identified a recurring list of needs including new systems for
records management, jail management and field reporting, fleet facility relocation
and replacing jail cameras.

O The recreational options for Manatee County residents significantly lag other
communities because our parks and trails system receives far less funding than
neighboring communities. This is partially illustrated by the fact that Sarasota County
is projected to spend six times as much as Manatee County on recreation
improvements over the next five years.

The list of deficiencies is enough to cause concern, and in the view of the Committee, is
likely to result in increasingly visible reductions in the County’s quality of life. As such,
without additional revenue options, the status quo of continued reliance on property
taxes will grow more acute, and property taxes will need to be increased. As previously
noted, many Florida counties devote alternate revenue sources to fund such items
when they are needed. This fact is particularly clear when presented in EXHIBIT 1.

Analysis of Revenue Options

Property (ad valorem) tax rates in unincorporated Manatee County are the lowest
among twenty-six Gulf Coast governments (EXHIBIT 2) and should ideally remain so.
Maintaining reasonable property tax rates is a good selling point for this community.
Property taxes are a progressive and predictable source of revenue that generally
have a good correlation between an owner’s assessed value and his or her ability to
pay. With that being said, property tax collections are impacted by a considerable
segment of property owners who, because of age, disability or other allowable
exemptions (including limits on valuation increases), do not pay any property taxes, or
pay far less in property taxes, which further shifts the burden to a smaller segment of the
community, including newer property owners. Put simply, less than one-third of our full-
time residents are carrying two-thirds of the property tax load. See EXHIBIT 3.

The Committee believes that the County has remained overly reliant on a one-
dimensional funding model that is already placing the County in the difficult position of
having to decide among multiple needed expenditures. Property owners can also be
viewed currently as paying a disproportionate share for services - services which are
used by its visitors, renters and winter residents.



Given this reliance on property taxes, the Committee requested County staff to provide
information on the alternate sources of revenue used by other counties around the
state. Included in that information were presentations by other county administrators
who have faced similar circumstances in the past, and who have broadened their
revenue base to create a more sustainable financial structure in their home counties.

The analysis of the alternatives was very extensive, and was summatrized by County staff
in EXHIBIT 4.

Committee Recommendations

As noted in the summary statement that opened this report, the Committee came to
the unanimous determination that the County’s current revenue structure is not
sustainable for the financial health of the County or for ensuring the quality of life for its
citizens. Given that conclusion, the Committee went through a painstaking discussion of
the various alternatives and determined that the Half-Cent Infrastructure Sales Tax (the
Sales Tax) is the best way to ensure a sustainable budget future for the County. The
Committee is quick to say that this recommendation is not meant to be at the exclusion
of the other revenue alternatives presented, some of which may also be useful and
which may be tailored to specific circumstances.

As noted in EXHIBIT 4 the estimated annual revenues generated by the sales tax is $22.8
million (County share).

The estimated impact of the half-cent sales tax on the average household is between
$50 - $70 per year See EXHIBIT 5. Approximately one-third of the levy would be paid by
visitors rather than residents and further, is not applicable to food, health care and
certain other exempt services.

Revenues from the half-cent sales tax offer the most substantive way to address the
aforementioned infrastructure and other needs. Considering historically low interest
rates, the Committee recommends bonding a portion of sales tax revenues to expedite
work on the backlog of needs. One hypothetical allocation and bonding scenario is
provided in Exhibit 6.

Based on information received during the fact-finding process, an additional benefit of
the Sales Tax is the leverage it would provide in dealing with the State of Florida on
certain funding projects. This can occur because with the Sales Tax in place, the
County would be demonstrating it is doing its part to address needed spending, and
may qualify for additional consideration in projects involving the state government.



Conclusion

The Committee on April 14, 2016 came to the unanimous conclusion to strongly
recommend a voter referendum in the fall of 2016 to implement a half-cent sales tax to
solve the county’s looming budget issues and to make the budget process sustainable.

The Committee has worked diligently to reach these conclusions and recommends that
the County Commission act quickly to develop a timeline to enable a referendum to
be successful in November, 2016.

We have a much deeper appreciation of the complexity and challenges of
developing a budget and appreciate what the Commission has to go through just to
get that done. Throughout this process, every single member of the Committee has
been vigilant to the idea that there should only be a recommendation if there is
deemed to be a problem. Similarly, each of us on the Committee, as citizens,
understand that taxes and fees are all paid by us, and we deserve complete
transparency and accountability by the County on when and how our hard-earned
money is used. Finally, we all share a tremendous love for this County and wish for it to
be the best place it can be for those of us here now, and for those who will follow us.

The Committee would like to commend the Board of County Commissioners for
authorizing this important effort. We also want to express our deepest appreciation to
County Administrator Ed Hunzeker, to Sheriff Steube, to the County department
directors and to the excellent staff people who have assisted us throughout this
process, with a special nod of thanks to Ms. Jan Brewer for her capable management
of the Committee’s meetings and activities.

Respectfully Submitted,

MANATEE COUNTY CITIZENS FINANCIAL STRUCTURE ADVISORY BOARD
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@IRS EXHIBIT 5

2015 Sales Tax Deduction Calculator

Results
Generated on: Monday, April 25, 2016 4:05:07 PM EST
Please print this page for your records.

Income Range: At least $60,000 but less than $70,000
Exemptions: 2
Move Date ZIP Code City, County, State State Tax Local Tax Percentage of Year at Residence  State Tax Amount Local Tax Amount Total Tax

N/A 34205 BRADENTON, MANATEE, FL 6.0000%  0.5000% 100.00% $734.00 $61.17 $795.17
Additional general sales tax paid on specified items: $0.00
Total General Sales Tax Deduction (rounded to the nearest dollar): $795
Notes:

e Enter the general sales tax deduction on Schedule A, line 5. Be sure to check box b on that line.

Start Over

https://apps.irs.gov/app/stdc/stdc.html 4/25/2016 5:05 PM



EXHIBIT 6
]

Citizens Financial Structure Advisory Board
Revenue Recommendation
(in millions)
Infrastructure Sales Tax
Without Bond Bono
Option 1- A Optic B
Type of Amount of Annual Annual Bond Issue
ltems of Concern Projects Concern Allocation Estimate Estimate Proceeds-30yr*
Growth $ 230.0
Transportation Improvements 350.0 65.0%| | $ 1495 | $ 1495 | $ 225.00
Total $ 580.0 Debt Service
Growth $ 8.0
Public Safety Improvements 37.0 14.0%| | $ 322 | $ 322 | $ 45.00
Total $ 45.0 Debt Service
Parks/Communit Growth Master Plan
> Y limprovements | $ 3.0 13.0%| | $ 2.99 | $ 2.99
Amenities
Total $ 3.0
Contingency 8.0%| | $ 1.84 | $ 1.84
Total Annually 100.0%| | $ 23.00 | $ 23.00 | $ 270.00
Payer of Tax All Residents/Visitors
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Manatee County
Citizens Financial
Structure Advisory Board
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Committee members

Business Organization Members

Paul Adamson, Lakewood Ranch Business
Alliance

Mac Carraway, Manatee Chamber of
Commerce

Tarnisha Cliatt, Black Chamber of Commerce

Eva Gonzalez, Gulf Coast Latin Chamber of
Commerce

Karen LaPensee, Anna Maria Island Chamber of
Commerce

Mike Moschella, Bradenton Area Economic
Development Corporation

County Commissioner-appointed Members

Ron Allen, appointed by At-large Commissioner
Befsy Benac

Tom Garland, appointed by District 1
Commissioner Larry Bustle

Kerry Kacherian, appointed by District 4
Commissioner Robin DiSabatino

Lou Marinaccio, appointed by District 5
Commissioner (Chair) Vanessa Baugh

Chuck Slater, appointed by District 3
Commissioner John Chappie

Pastor Charles Williams, appointed by District 2
Commissioner Charles B. Smith

David Zaccagnino, appointed by At-large
Commissioner Carol Whitmore






Playgrounds

Payne Park - Sarasota

Crane Park - Manatee



Trends

Ad Valorem Taxes
In Millions

Tax Year

Employees Per 1000 Residents
with Population

6.5
6.0
5.5
5.0

4.5
2007 2009 2011 2013 2015

+—Employees per 1000 = County Population

Thousands

Challeng

» Property tax revenues have
decreased 18%

» Population has increased by
40,000

» Employee levels have
decreased by almost 300
positions

» Increased difficulty meeting
the demands of a growing
community.



Local government revenue sfreams

Revenue Structure - County Comparisons

Unlike many other
Florida counties,
including ifs closest
neighbors, Manatee
County relies almost
exclusively on property
taxes to pay for

Health Care Sales Tax upkeep of its assefs.

Infrastructure Sales Tax

Countywide Property Tax L L4
Debt Service Levy

Environmental Levy|

(%)
w
x
<
-
o
wl
o
®)
o
o

Local Option Gas Tax

Electric Franchise Fee/Tax

OTHER TAXES

Storm Water Utility Fee

Revenue Type / County

Alachua

Charlotte
Manatee
Pinellas

Sarasota

There is no long-term
plan to pay for aging
infrastructure.




Citizens Financial Structure Advisory Board
Revenue Recommendation

(in millions)

ltems of Concern

Type of
Projects

Amount of
Concern

Allocation

Infrastructure Sales Tax

Without Bond With Bond
Option 1- A Option 1-B

Annual Annual Bond Issue
Estimate Estimate Proceeds-30yr*

Transportation

Growth
Improvements
Total

230.0
350.0

580.0

65.0%

1495 | $ 14.95
Debt Service

225.00

Public Safety

Growth
Improvements
Total

$ 8.0
37.0

$ 45.0

$ 3.22
Debt Service

Parks/Community
Amenities

Growth
Improvements
Total

Master Plan
$ 3.0

$ 3.0

13.0%

2.99

Contingency

8.0%

$ 1.84

Total Annually

100.0%

$ 23.00 | $

Payer of Tax

All Residents/Visitors

*Interest Rate 5.25%

Alternative revenue sources reviewed by the Committee are available in the CFSAB written report to the County Commission




Conclusion
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