COMMISSION ITEM SUMMARY

Condensed Title:

A RESOLUTION OF THE MAYOR AND CITY COMMISSION OF THE CITY OF MIAM! BEACH, FLORIDA,
ADOPTING: 1) THE TENTATIVE AD VALOREM MILLAGE OF 6.2155 MILLS FOR GENERAL OPERATING
PURPOSES, WHICH IS ZERO POINT TWO PERCENT (0.2%) MORE THAN THE "ROLLED-BACK" RATE OF
6.2030 MILLS; AND 2) THE DEBT SERVICE MILLAGE RATE OF 0.2870 MILLS; FURTHER SETTING THE
SECOND PUBLIC HEARING TO CONSIDER THE MILLAGE RATE FOR FISCAL YEAR (FY) 2010/11, ON MONDAY,
SEPTEMBER 20, 2010 AT 5:01 P. M

Key Intended Outcome Supported:

Minimize taxes; Control Costs of payroll including salary and fringes; ensure expenditure trends are sustainable

over the long term; Improve the City’s overall financial health and maintain overall bond rating; Increase
community satisfaction with city services

Supporting Data (Surveys, Environmental Scan, efc.):

s In the 2009 survey, 65% of residents and 55% of businesses rated the value of city services for tax dollars paid as
excellent or good, and higher (73.5% excellent or good) among those residents understanding that only a portion of
their property tax bill goes to fund city services. Resident ratings improved 19% when compared to 2007 and 15%
when compared to 2005. Business ratings remain steady when compared to 2007, but improved by 14% compared
to 2005.

> Over the last several years, the City of Miami Beach has adopted budgets that provided tax and fee relief while at
the same time providing improving services that address community priorities (e.g. public safety, cleanliness,
landscaping and beautification, recreation and cultural arts programming, renewal and replacement funding for our
facilities, and building/development functions). However, these objectives have become increasingly challenging --
in the last three years alone, the General Fund has absorbed almost $43 million in reductions (and almost $50
million and 245 positions across all funds) in a General Fund budget that is $226 million in FY 2009/10. Between FY
1999/00 & FY 2008/09 City of Miami Beach Total Combined Millage decreased by 2.8 mills (11.8%) to 5.8930. In
FY 2007/08 alone, the property tax rate declined by approximately 1.8 mills, with savings to the average
homesteaded property of over $400.

s The July 1, 2010 Certification of Taxable Value from the Miami-Dade County Property Appraiser reflects a 10.5
percent decline in Citywide property tax values from the July 1, 2009 tax roll certification to the July 1, 2010 tax roll
certification. Values of existing properties declined even further (12.7 percent), but this decline was offset by a 2.2
percent in new construction ($556 million). Given that the City Center RDA decline was only 1.2 percent, the decline
outside the City Center RDA, which impacts the City’s General Fund revenues, was greater, at 11.8 percent.

issue:
| Shall the Mayor and City Commission adopt the resolution?

item Summary/Recommendation:

The total proposed tentative operating millage is 6.2155 mills, including a general operating millage rate of 6.1072
and a General Fund Capital Renewal and Replacement millage of 0.1083. The voted debt service millage rate is
increased from 0.2568 to 0.2870, however, the combined millage rate overall remains approximately 2.2 mills lower
than it was in FY 1999/00. In addition, the millage rate is approximately 1.2 mills lower than it was in FY 2006/07,
when property values were similar to the July 1, 2010 certified values.

Advisory Board Recommendation:

I

Financial information:

Source of Amount Account
Funds: 4
l ] 2
OBPI Total

Financial Impact Summary: The proposed millage rate for FY 2010/11 partially offsets $13.7 million in
property tax revenue declines in the General Fund since the adoption of the FY 2009/10 budget. The adjustment to
the millage rate provides approximately $10.1 million towards a General Fund operating budget gap of $29 million.
Employee givebacks targeted at $15.3 million over 2 years are critical to addressing the gap. Other approaches
include efficiencies, minimal service impacts, and proposed new revenue sources.

City Clerk’s Office Legisiative Tracking:
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MIAMIBEACH

City of Miami Beach, 1700 Convention Center Drive, Miami Beach, Florida 33139, www.miamibeachfl.gov

COMMISSION MEMORANDUM

TO: Mayor Matti Herrera Bower and Members of the Ci >ommission

FROM:  Jorge M. Gonzalez, City Manager
DATE: September 15, 2010

SUBJECT: A RESOLUTION OF THE MAYOR AND GITY COMMISSION OF THE CITY OF MIAMI
BEACH, FLORIDA, ADOPTING: 1) THE TENTATIVE AD VALOREM MILLAGE OF
6.2155 MILLS FOR GENERAL OPERATING PURPOSES, WHICH IS ZERO POINT
TWO PERCENT (0.2%) MORE THAN THE "ROLLED-BACK" RATE OF 6.2030 MILLS;
AND 2) THE DEBT SERVICE MILLAGE RATE OF 0.2870 MILLS; FURTHER
SETTING THE SECOND PUBLIC HEARING TO CONSIDER THE MILLAGE RATE FOR
FISCAL YEAR (FY) 2010/11, ON MONDAY, SEPTEMBER 20, 2010 AT 5:01 P. M.

ADMINISTRATION RECOMMENDATION

The Administration recommends that the City Commission adopt the attached Resolution which
sets the following:

1)  Tentatively adopted millage rates for Fiscal Year (FY) 2010/11:

General Operating 6.1072 mills
Capital Renewal & Replacement 0.1083 mills

Sub-Total Operating Millage 6.2155 mills (5.6555 last year, 9.9% increase)
Debt Service 0.2870 mills (0.2568 last year, 11.8% increase)

Total 6.5025 mills (5.9123 last year, 10.0% increase)

2) The tentatively adopted combined millage rate of 6.5025 mills is 0.5902 mills more than the
5.9123 combined millage rate for FY 2009/10. The tentatively adopted operating millage rate
for FY 2010/11 is 6.2155 mills. The tentatively adopted operating millage for FY 2010/11 is
0.0125 mills more than the roll-back rate of 6.2030, and thus, the City is required to publish a
Notice of Tax Increase.

3) The second public hearing to consider the final millage rates and budgets for FY 2010/11
shall be on Monday, September 20, 2010 at 5:01 P.M., in the City Commission Chambers,
City Hall, 1700 Convention Center Drive.

The rollback rate is the millage rate required to produce the same level of property tax revenues in
FY 2010/11 as collected in FY 2009/10. The rollback rate is calculated by dividing the prior year
property tax revenues by the current year property values, after new construction, major
improvements, annexations, deletions and tax increment districts are removed from current year
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property values. Under the recently enacted State legislation, the City may elect to approve millage
rates above the roll-back rate up to the constitutional cap of 10 mills subject to an extraordinary
vote by the Commission or referendum:

o Option I: Millage up to 7.9137 (equivalent to 98.11% of prior year maximum ad valorem
proceeds allowed by a majority vote, net of the impact of the Tax Increment Districts) requires
majority of the approval of the Commission. The adjustment of 98.11% reflects the statewide
per capital personal income decline for the prior year

o Option II: Millage up to 8.7051 (equivalent to a 10% increase in the ad valorem revenues above
Option 1) requires a two-thirds approval (5 of 7 votes) of the Commission

» Option Ill: Millage above 8.7051 requires unanimous approval of the Commission or
referendum up to the 10 mill cap

PROCEDURE

Florida Statutes 200.065 requires that at the conclusion of the first public hearing on the proposed
tax rate and budget, the City Commission proceed in the following specific manner:

1. Adopt a tentative ad valorem millage rate for FY 2010/11 operating purposes. This is
accomplished by adopting a Resolution that includes the percentage increase or decrease
over the "Rolled-back" rate; the required Debt Service millage rate; and, the date, time, and
place of the second public hearing

State statute requires that only the title be read aloud.

2. Adopt a tentative general operating budget for FY 2010/11. Also included, are budgets for
the Enterprise and Internal Service Funds. This is accomplished by adopting a companion
Resolution. (See accompanying General Fund Budget Agenda Item).

Both the millage and budget Resolutions must be adopted again after a second and final public
hearing.

SUMMARY

The Administration is recommending a total combined millage rate for the City of Miami Beach of
6.5025. The total proposed operating millage is 6.2155 mills, including a general operating millage
rate of 6.1072 and a General Fund Capital Renewal and Replacement millage of 0.1083. The
proposed voted debt service millage rate is increased from 0.2568 to 0.2870, an increase of 0.0302
mills. Further, the combined millage rate overall remains approximately 2.2 mills lower than it was in
FY 1999/00. In addition, the millage rate is almost 1.2 mills lower than it was in FY 2006/07, when
property values were similar to the July 1, 2010 certified values.

The proposed millage rate reflects an increase to partially offset property tax revenue declines in
the General Fund that have occurred since the adoption of the FY 2009/10 budget, both through
continued declines in the market, as well as the continued impacts of appeals and adjustments to
the tax roll by the Property Appraiser. Increasing the millage to offset property tax declines ensures
that service levels will not decline as a result of the decline in property values.

On July 14, 2010, the Mayor and City Commission adopted the proposed general operating millage
(excluding debt service) for FY 2010/11 in the amount of 6.4143, an increase of 0.7588 from the
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