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Revenues

Overview

Through June 30, 2011, the City has collected $13,420,773 in General Fund revenues from all sources on
a cash basis. This amount represents 60% of the fiscal year 2011 estimated total revenues for the City.
The total collected is an increase of 8.5% over the amount collected through the second quarter 2010.
Many general fund categories had increased revenue through the second quarter 2011 versus 2010. Those
categories, which generated an additional $2,614,075 of revenue include: income tax, local government
fund distributions, licenses and permits, fines and fees, miscellaneous income, and other taxes. However,
these increases were offset by $1,561,204 in reduced revenue from lower administrative/service charges,
interest and investment earnings, real estate taxes, grant revenue, and recreational income.

Chart 1 highlights the general fund revenues by all sources, excluding income tax, grants and bond
proceeds & interest through the 2™ Quarter of each fiscal year since 2007.

Chart 1- 2" Quarter YTD General Fund Revenues (Excluding Income Tax, Grant Revenue and Bond
Proceeds & Interest)
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Income Tax

The local income tax remains the City’s largest source of revenue. Through the second quarter, it made
up 64% of the General Fund revenue. As was the case through the 1% quarter and will likely be the case
for the remainder of 2011, the income tax revenue is up significantly compared to 2010 due to the
transition to RITA. (Recall that the transition from self-collection to RITA collection resulted in one
month, January 2010, in which we received minimal income tax revenue. Excluding the impact of the
negative economy, this transition resulted in lower than normal income tax revenue for the entire year of
2010). However, even when taking into consideration that adjustment, the City’s income tax revenue has
not only stabilized but has increased to where it exceeds our 2007 collections, which was the year in
which the City received the highest amount of income tax revenue.

Chart 2 illustrates 2" Quarter YTD income tax revenue each year since 2007.

Chart 2 — Income Tax Revenue
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Chart 3 — Distribution of Income Tax Revenue
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declined 2% over 2010, which equates to a $43,000 reduction.
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Chart 3 illustrates the City’s dependence on local businesses and their withholding for a large portion of
income tax revenue.

Local Government Funds

The City received Local Government Funds (LGF) totaling $768,772 in the first half of 2011. This
amount is 8% or $58,527 higher than the amount received during same period in 2010. According to the
State of Ohio Office of Budget and Management monthly financial report for June 2011, total tax
collections for the state’s fiscal year 2011, which concluded June 30, 2011, exceed 2010 by 9%. One of
the largest contributors to this year-over-year growth was the increase in personal income tax receipts
which were “driven by strong performance in withholding, quarterly estimated payment components, and
payments associated with annual returns”™”.

Economic success at the State level translates into higher local government fund distributions to the City,
as demonstrated above. This increased revenue over plan will help in offsetting the reduction to LGF
distributions that will occur during the last half of the year. As a reminder, the State of Ohio’s biennial
budget called for a 25% reduction in local government funds for the State’s fiscal year 2012, and a 50%
reduction in fiscal year 2013. If the increased revenue at the State level continues through December 31,
2011, the City can expect to meet its’ revenue projection of $1,365,000 in LGF funds.

Real Estate Tax

The Real Estate Tax revenue remains similar to what was reported through the 1% quarter 2011 as the
majority of the receipts are received in the 1% and 3" quarters of each year. Revenue through the first half
2011 are 1% less than what was received through the first half of 2010, or a reduction of $7,308.

! “OBM — Monthly Financial Reports.” The Office of Budget and Management Web. 01 Aug. 2011.
<http://obm.ohio.gov/MiscPages/MonthlyFinancialReports/Default.aspx>



Compared to planned revenue for 2011, the amount collected to date represents 55% of what was
expected. While we usually receive a similar distribution the second half of the year, the amount can
differ based on those property owners that pay their entire year’s tax bill during the first half as well as
those who do not pay their property taxes. For this reason, it is not a foregone conclusion that the City
will end the year receiving 110% of plan, or an additional $169,075.

Expenditures

Chart 4 — General Fund Expenditures by Category
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The following chart shows each category’s expenditures through the second quarter 2011 compared to

2010:

Category 2nd Quarter YTD 2010 | 2nd Quarter YTD 2011 Variance
Salaries $4,733,421 $5,018,212 $284,790
Fringe Benefits $1,777,903 $2,173,705 $362,474
Contractual Services $1,727,148 $1,733,705 $6,557
Operational
Expenditures $1,143,699 $1,472,246 $328,547
Capital $2,082,853 $492,599 <$1,590,254>
Total $11,465,024 $10,890,404 <$574,620>




Salaries & Fringe Benefits

The additional expense associated with salaries is attributable primarily to a timing issue. Through the
first half of 2011, there have been 13 pay periods as opposed to 12 in 2010. If the number of pay periods
had been the same, a comparison would show that salary expenditures have decreased over 2010 by
$101,226 or 2.1%. This decrease is despite the fact that bargaining unit members within the OPBA and
FOP received wage increases in 2011.
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The impact of an additional pay period in 2011 partially explains the increase in fringe benefit costs as
well. However, these costs are further increased by the Early Retirement Incentive (ERI) program that
has been offered to a number of departments. It was expected that the cost of these incentives would lead
to higher expenditures in the year of offering, while recognizing nearly $1.5 million in savings in future
years. Through the 2™ quarter, five employees City-wide have taken advantage of the program: three that
were paid from the General Fund, one from the Street Fund, and one within the Water & Sewer Funds.
Of the three within the General Fund, two were backfilled including the Clerk of Court position at a lower
pay grade and the Director of Development at a lower rate of pay (same pay grade). The Facilities
Superintendent position was not backfilled and the duties were picked up by the Parks Superintendent.
The two non-general fund employee’s positions were both left vacant. This program remains in effect
until December 31, 2011 or until the percentage offering is reached, whichever occurs first.

The following chart illustrates the comparison of fringe benefit costs over 2010 if the number of pay
periods had been the same and the costs of the ERI plan were excluded. If those factors were removed,
fringe benefit costs increased 6.3% over 2010.
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Capital Expenditures

The economic conditions that have hit not only the City of Gahanna, but all municipalities have impacted
our investment in capital equipment and improvements. The second quarter capital expenditures show
the dramatic decrease over 2010. However, some of the expenditures recorded in 2010 were a result of
grant revenue that was received by the City for specific capital projects as well as residual 2007 bond
proceeds that were being spent.

Transfers

The 2011 Appropriations were passed as a summary appropriation as opposed to a detailed appropriation.
At that time, the Director of Finance was given authorization to transfer appropriations in an amount up to
$3,000 without the separate approval of Council. However, it was requested that a quarterly report be
provided to council with any transfers completed. The following are the second quarter 2011 transfers for
all funds:

From Account To Account Amount
101125.5297 — HR — Miscellaneous 101125.5143 — HR — Drug Testing $35
101130.5401 — Finance - Office Expense 101130.5274 — Finance - Seminars & Meetings $125
101131.5295 — Auditor — Co. Auditor & 101131.5289 — Auditor - Municipal Court $907
Treasurer Fees




From Account To Account Amount
101141.5133 — Lands & Buildings — Health 101141.512 — Lands & Buildings — Employee $300
Insurance Wellness
101151.5133 — Mayor’s Court Health Insurance | 101151.5143 — Mayor’s Court Drug Testing $35
101211.5456 — Police — Operational Expenses 101211.5401 — Police — Office Expense $1,800
101344.5246 — Building — Contract Plan Review | 101344.5241 — Building — Bank Charges $400
101348.5251 — IT — Tech Maintenance 101348.5401 — IT — Office Expense $550
101433.5306 — Golf Course — Maintenance 101433.5318 — Golf Course — Small Tools $400
Supplies
101437.5131 — Facilities — Superintendents 101437.5131 — Facilities — PERS $54
101437.5111 — Facilities — Part-Time 101437.5117 — Facilities — Overtime $740
101438.5111 — Hunters Ridge Pool — Part-Time | 101438.5117 — Hunters Ridge Pool — Overtime $144
101438.5482 — Hunters Ridge Pool — Utilities 101438.5456 — Hunters Ridge Pool — Operational $2.000
(Electric) Expense ’
101438.5482 — Hunters Ridge Pool — Utilities 101438.5456 — Hunters Ridge Pool — Operational $1.600
(Electric) Expense ’
101439.5111 — OHEC — Part-Time 101439.5117 — OHEC — Overtime $15
101439.5276 —OHEC — Lease Expense 101439.5481 — OHEC — Utilities (Gas) $500
220.330.5401 — Streets — Office Expense 220.330.5416 — Streets — Repair $500
631350.5279 — Stormwater — Training 631350.5249 — Stormwater — Contract Services $300
651350.5470 — Water — Regulatory 651350.5402 — Water — Postage $2.500

Requirements




The City of Gahanna ended the second quarter with a total unencumbered general fund balance of
$12,072,113. This amount is $1,360,142 higher than the ending general fund balance as of December 31,
2010; a result of increased revenue over expenditures and a change in encumbrances. During 2011, the
City’s mandatory General Fund reserve, based on 25% of the year’s planned revenue is $5,581,637,
which leaves $6,490,476 in excess of the reserve as of June 30, 2011.

There are many positive indicators that point to an improved local economy. The increased revenue
through the first half of 2011, especially from our income taxes, local government funds and other taxes,
will help to offset the sources that have been not performing as well in addition to offsetting some of the
revenue reductions that are certain to occur in the 2" half of the year from the reduction in the LGF funds.

The City has been fortunate to weather this economic downturn well. Through conservative financial
planning on the part of the administration and council, both past and present, the City has built a reserve
that shows strength to the financial community while

providing a reassurance to the residents that we are indeed a stable community. Furthermore, carefully
thought out service level reductions have prevented the City from actually dipping into the reserve as our
main revenue sources have declined. However, it is imperative that despite the positive indicators, we
continue to monitor all aspects of City expenditures.

Respectfully submitted,

Angel Mumma



