General Fund Financial Forecast

As a budgeting and financial planning best-practice, the City develops both a five-year Capital
Improvement Plan and a five-year financial forecast.

Below are the assumptions that are included in the forecast that follows.

Forecast Assumptions

4% Sales and Use Tax revenue growth — which is less than the average revenue growth in recent
history when only considering years in which revenue grows and not years in which revenue
actually declines. Therefore, the forecast assumes no recession in the next five years.

1.1% to 8% revenue growth for other revenues
Funding in 2017 to staff Fire Station #22
Beginning in 2017 fund employee pay for performance at a rate of 2% annually

Fund employee and sworn retiree healthcare cost increases of approximately $500,000 annually

Fund additional staff to meet service demands — $500,000 annually. With this funding we expect
the number of City employees per 1,000 citizens to remain constant or even continue to decline.

Recognizes planned savings from the 2017 fuel lock but then expects fuel costs to increase each
following year-$500,000 annually

1% inflationary impact to contracts for services and capital outlay - relying on competitive
procurement process to keep costs down

Increase vehicle replacement budget by $500,000 in 2017 to $1,000,000 in 2020 as the average
age of the City's fleet is 13 years and will need to be replaced

5-year CIP plan, however, reduce the 2017 funding from a planned $24.4 million to $22.4 million

Assume actual expenditures are 1% under budget each year

While forecasts are based upon historic trends, current conditions, and expectations regarding the
future there is significant uncertainty as the City is dependent upon a complex local, national and world
economy and with sales tax as the major revenue source is dependent upon consumer sentiment and
disposable income. The forecast is useful to understand what the future financial condition of the City
could be based upon a set of reasonable assumptions. However, actual experience will differ from the
assumptions - impacting financial results. The City will make strategic adjustments to changing
conditions. For example, if revenue is trending under budget, the City will take actions to modify
expenditures mid-year.

The most significant, general risks to the forecast include: economic slowdown/recession, significant
changes to primary employers, unavoidable cost increases, continued flight to online retail sales, and
continued flight to sales outside City limits.

As shown on the following page, with the set of assumptions above, there would be an additional draw
from the General Fund unrestricted fund balance in 2017, but the fund balance would begin to grow in
the following years to nearly 18% by the end of 2019.
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