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Revenues

Overview

Through March 31, 2011, the City has collected $6,714,377 in General Fund revenues from all sources on
a cash basis. This amount represents 30% of the fiscal year 2011 estimated total revenues for the City.
The total collected is an increase of 43% over the amount collected in the first quarter 2010. The primary
driver of this substantial increase is due to the fact that in 2010, on account of our transition to the
Regional Income Tax Agency (RITA) for income tax collections, the City brought in a negligible amount
of income tax revenue in January 2010. Other General Fund revenue sources that had increased
collections in the first quarter of 2011 versus 2010 include: local government fund distributions, licenses
and permits, fines and fees, and miscellaneous income. These increases were offset by lower
administrative/service charges, interest and investment earnings, other taxes, real estate taxes, grant
revenue, and recreational income as illustrated in the chart below.

Chart 1- General Fund Revenues (Excluding Income Tax, Grant Revenue and Bond Proceeds & Interest)
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Chartl highlights the general fund revenues by all sources, excluding income tax, grants and bond
proceeds & interest through the first quarter of each fiscal year since 2007.



Income Tax

The local income tax remains our largest source of revenue. Through the first quarter, it made up 61% of
the City’s General Fund revenue. Income tax collections, as previously noted in the overview section, are
up significantly compared to 2010. While it is difficult this early in the year to estimate the total income
tax revenues, the first quarter data is promising. Net profits are up substantially over 2010 due to returns
from a few businesses which resulted in over $400,000 in additional revenue. Data provided through the
second quarter will provide a better gauge as the majority of the receipts from April 15" collections will
be reported at that time. The following chart illustrates first quarter income tax revenue each year since
2007.

Chart 2 — Income Tax Revenue
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Chart 3 — Income Tax Revenue by Type
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During the last quarter of 2010, the Tax Administrator reviewed a listing of over 2,500 individuals that
RITA identified as not having filed local income tax returns for 2009 and/or prior years. Written
correspondence was sent to those individuals in early December notifying those individuals of their
obligation to file returns with the City of Gahanna. Those that didn’t respond were subpoenaed by RITA
to appear in person at City Hall during the week of January 24, 2010. RITA personnel were on site
during this period and processed through 548 individuals. For those that responded to the Subpoena
program, nearly $170,000 in additional revenue was generated for the City (not all individuals
subpoenaed paid their tax liability at that point in time; some were set up on payment plans).

In addition, during the first quarter 2011, RITA identified taxpayers who have filed returns but have failed
to pay their balance due in full or comply with an agreed payment plan. These cases, which total
approximately $46,000 in revenue have been referred to the City for self-collection through our own
internal collection process (i.e. Mayor’s Court or Civil filings using local attorneys). The Department of
Finance, in partnership with RITA, remains committed to the collection of tax dollars due to the City.

Local Government Funds

The City received Local Government Funds totaling $350,121 in the first three months of 2011. This
amount is 8% or $26,254 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 March 2011, the first three
quarters of the state’s fiscal year 2011, tax revenues exceeded the estimates each month. State General
Revenue Fund receipts were 2.9% higher than the same period in 2010. Since the local government fund
distribution is tied to the general revenue fund tax receipts, higher than expected revenues at the state
level have resulted in higher distributions to the City. We welcome these higher figures as the local
government funding for the 2" half of the City’s FYY 2011 looks to be negatively impacted by the
Governor’s Budget. .



Real Estate Tax

Included in this category are real property taxes, rollback and homestead. The property taxes are
distributed by Franklin County semi-annually in March; the rollback and homestead distributions usually
follow in the 2" quarter. The first half 2011 real estate taxes received by the City for tax year 2010 are
nearly the same as our 2010 real estate taxes. Out of the $1,714,852 in General Fund real estate taxes
expected in 2011, the City has received 49% through the first quarter.

Expenditures

Overview

The General Fund expenditures for the 1% quarter 2011 were $4,822,699, which represents 17% of the
authorized expenditures for 2011 (made up of 2011 appropriations, supplemental and carryover purchase
orders from prior years). This spending is 24% lower than the same period in 2010, which was driven in
large part to a reduction in capital expenditures. The City’s expenditures, to date are illustrated below.

Chart 4 — General Fund Expenditures by Category
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The following chart shows each category’s expenditures for the first quarter 2011 compared to 2010:

1% Quarter 2010 1% Quarter 2011 Variance
Salaries $2,605,677 $2,516,676 <$89,001>
Fringe Benefits $646,055 $874,685 $228,630
Contractual Services $880,848 $875,819 <$5,029>
Supplies & Materials $572,042 $467,908 <$104,134>
Capital $1,640,349 $87,611 <$1,552,738>
Total $6,344,971 $4,822,699 <$1,522,272>

Salaries & Fringe Benefits

Salary expenditures for City of Gahanna employees are lower through the first quarter 2011 compared to
2010. Despite negotiated salary increases for all bargaining unit members in 2011, reductions in staffing
have offset the additional expense. Despite the lower payroll expenditures, the City’s offering of the
Public Employees Retirement System (PERS) Early Retirement Incentive has resulted in higher Fringe
Benefit expenditures over 2010. This additional expenditure was anticipated when the incentive was put
in place and has been funded either through savings in the salary account where the employees was paid
from or through supplemental appropriations. Through the first quarter, two general fund employees had
taken advantage of the Early Retirement Incentive, Carl Norris, Facilities Superintendent, and Sadicka
White, Director of Development.

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 first 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 first quarter 2011 transfers for all
funds:




From Account To Account Amount

101348.5251 101348.5306

$1,000

IT-Tech Maintenance IT- Maintenance Supplies
101439.5276 101439.5481
$350

OHEC - Lease Expense OHEC - Utilities — Gas
510211.5295 510211.5495
Police Pension - County Police Pension — Refunds $2,100
Auditor & Treasurer Fees

The City of Gahanna ended the first quarter with a total unencumbered general fund balance of
$10,927,353. This amount is $215,382 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 $5,345,716 in excess of the reserve as of March 31, 2011.

Despite the positive financial results from the first quarter, it is important to remember that there are many
changes pending at the State level that, if enacted, will negatively impact our General Fund revenue. The
Estate Tax is currently slated for elimination in 2013. Despite the fact that we plan only $140,000
annually from this unpredictable revenue source, the actual receipts over the past few years have
exceeded $140,000 which has afforded us the ability to transfer funds into our Capital Improvement Fund
for long-term improvements to the community. Without the Estate Tax, not only will the Capital
Improvement Fund have absolutely no source of revenue, but the General Fund itself will be left with
$140,000 in less planned revenue to be used on general expenditures.

In addition, as expected, the Governor’s biennial budget targeted the Local Government Fund for
reduction. The budget, as submitted, calls for a reduction of the revenue sharing by 25% in the state’s
fiscal year 2012 and an additional 25% reduction in 2013; ultimately, a 50% reduction.

This reduction will have a significant impact on the City’s General Fund over the next three years.
Beginning in July 2011, the City will begin to receive the reduced distributions. Ultimately, for 2011, we
are expecting to receive approximately $123,000 less than what was originally projected had the funding
remained consistent ($1,365,000 was budgeted; we expect to bring in $1,242,000 with the reductions). In
the City’s 2012 budget year, the first half of the year will see the 25% reduction and the second half of the
year will bring the full 50% reduction. As a result, the City can anticipate an additional $353,000
reduction in revenue. Finally, in 2013, when the entire year will be subject to the full 50%



reduction, the LGF revenue is expected to decline an additional $183,000. 2013 revenue will
ultimately be $684,000 less than what we collected in 2010 based on this model.

Local Government Fund Distribution
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We are hopeful that the positive income tax revenues that we have seen through the first quarter
will continue throughout 2011 and are indicative of an overall economy that is improving.
However, the two notable changes at the State level are concerning and can easily offset any
growth that we are seeing in other areas. It is imperative that we continue to focus our efforts on
projects and improvements that will ultimately bring new jobs into the City. Furthermore, we
must continue to look at all aspects of City spending to ensure that the dollars that are being
spent have the largest positive impact to our residents.

Respectfully submitted,



