COUNCIL MEMORANDUM
Council Meeting Date: December 9, 2015
FOR DISCUSSION

FROM:

Ashton J. Hayward, III, Mayor

SUBJECT:

Financial Report – Twelve Months Ending September 30, 2015

REQUEST:

N/A

AGENDA:

___X__ Regular

_____ Consent

SUMMARY:
Chief Financial Officer Richard Barker, Jr., will present the highlights of the City’s fourth quarter financial report
and respond to questions at the Council Meeting.
PRIOR ACTION:
None
STAFF CONTACT:
Eric W. Olson, City Administrator
Richard Barker, Jr., Chief Financial Officer
ATTACHMENTS:
(1) Financial Report – Twelve Months Ending September 30, 2015
PRESENTATION:
Richard Barker, Jr., Chief Financial Officer

PRELIMINARY FINANCIAL REPORT
TWELVE MONTHS ENDING SEPTEMBER 30, 2015
(UNAUDITED)
These statements are unaudited and are not the official financial statements of the City but rather
are a review of the progress to date each quarter as it relates to the budget. The official financial
statements of the City are included in the Comprehensive Annual Financial Report (CAFR) and will be
presented to the City Council in the first quarter of each calendar year following the end of each fiscal year
(September 30th).
The preliminary financial report for Fiscal Year 2015 is presented herein. Unaudited schedules
setting forth the status of the major General Government, Special Revenue, Capital Projects, Enterprise and
Internal Service Funds of the City of Pensacola for the twelve months ending September 30, 2015 are
attached to this preliminary report. The Fiscal Year 2015 budget included estimated grant revenues. Due to
the nature of grants, however, they are not reflected in the preliminary financial report.
Significant variances from budget are noted in the individual fund narrative that follows. The City’s
debt service and investment schedules are also attached for Council’s review. At fiscal year end,
encumbrances net of contracts payable are reported separately from actual expenditures/expenses in the
financial schedules. (During the fiscal year actual expenditures/expenses and encumbered purchase orders
are combined and reported together.) Encumbrances net of contracts payable and corresponding Fiscal
Year 2015 appropriations are carried forward to Fiscal Year 2016 in a supplemental budget resolution.
The economy continues to rebound. The Half-Cent Sales and Local Option Sales Tax revenues
continue to show growth. In August 2015 City Council adopted a supplemental budget resolution which
increased estimated revenue levels, mainly Franchise Fees, Public Service Taxes and Property Taxes within
the General Fund. Expenditures in total are in line with budgeted projections and in some instances were
below budgeted projections by fiscal year end. Significant variances from budget are noted in the individual
fund narrative below.
General Fund
Expenditures and encumbrances totaling $49,633,500 were within total revenues of $49,656,500.
Total Fiscal Year 2015 revenue increased from Fiscal Year 2014 by $1,413,800 or 2.9% primarily as a result of
the increased revenues previously mentioned. Total revenues exceeded the beginning budget of
$47,896,200 by $1,760,300. The main component of this increase was the significant increase in Franchise
Fee and Public Service Taxes received.
Communication Services Tax (CST) revenue of $3,026,600 was below the Fiscal Year 2014 revenue
by $89,000 or 2.9%. Total franchise fees and public service utility taxes exceeded prior year revenues by
$618,900 or 3.9%. Half Cent Sales Tax revenues experienced growth of $138,800 or 3.4% over the Fiscal
Year 2014 level.
Generally, departmental expenditures including encumbrances were within final approved
appropriations; overall, expenditures and encumbrances were 2.4% or $1,205,600 lower than
appropriations.
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Key to building General Fund reserves is the amount available in fund balance. The five major
categories of fund balance are: (1) non-spendable, (2) restricted, (3) committed, (4) assigned and (5)
unassigned. Non-Spendable Fund Balances are those amounts that are not in a spendable form (such as
pre-paid insurance). Restricted Fund Balances are those amounts that can be spent only for the specific
purpose stipulated by external resource providers, external contractual obligations (such as encumbrances),
or enabling legislation. Restrictions may be changed or lifted only with the consent of the resource
providers. Committed Fund Balances are those amounts that can be used only for the specific purposes
determined by a formal action of the City’s highest level of decision making authority (such as ordinances
and resolutions). Commitments may be changed or lifted only by the City Council taking the same formal
action that imposed the constraint originally. Assigned Fund Balances are those amounts the City intends to
use for a specific purpose. Unassigned Fund Balances are the residual classification for the general fund and
includes amounts that are not contained in the other classifications. Unassigned amounts are the portion of
fund balance which is not obligated or specifically designated and is available for any purpose. All categories
of fund balance require appropriation by Council before funds can be expended. The components of FYE
2015 General Fund non-spendable, restricted, committed, assigned and unassigned fund balance are:

Amount
$

31,000
31,000
188,400
444,300
632,700

Description
Non-Spendable
- Prepaid Expenses
Sub-Total Non-Spendable
Restricted
- Saenger Theatre Capital
- Encumbrances
Sub-Total Restricted

8,702,100
508,400
9,210,500

Committed
- Council Reserve (See Details Below)
- FY 2015 Tree Planting Trust Fund
Sub-Total Committed

1,041,300
853,600
594,600
7,900
234,900
28,000
2,760,300

Assigned
- FY 2016 Appropriated Fund Balance
- FY 2015 Designation for Economic Development Incentives
- FY 2015 Departmental Unencumbered Carryforward Appropriation
- FY 2015 Pensacola Fire Academy
- Special Assessments
- FY 2015 Designation for Lien Amnesty
Sub-Total Assigned

1,100,000
3,600
1,103,600

Unassigned
- FY 2017 Projected Beginning Fund Balance
- Available Balance
Sub-Total Unassigned

$ 13,738,100

Total Fund Balance
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The $8.7 million reserve experienced an increase of $21,200 in interest earnings as well as $450,000
from additional revenue received during Fiscal Year 2015. This reserve amount represents 17.37% of Fiscal
Year 2016 General Fund Beginning Adopted Appropriations (Expenditure Budget) which exceeds the
minimum reserve of 15% as provided for in the Financial Planning and Administration Policy. In addition,
the reserve amount represents approximately two months of FY 2016 General Fund Budgeted Expenditures.
The $1,103,600 in unassigned fund balance at the close of Fiscal Year 2015 is comprised of a
projected $1.1 million Fiscal Year 2017 Beginning Fund Balance and an available amount of $3,600. The
Fiscal Year 2016 Beginning Budget continues with the philosophy that ongoing revenues are used to fund
ongoing expenditures, with the exception of an anticipated drawdown of $1.04 million. The City’s financial
policy states that each fiscal year the General Fund’s maximum amount of appropriated Beginning Fund
Balance should be no more than 3 percent of budgeted revenue. The $1.04 million drawdown represents
2.12% of budgeted revenue and falls within the financial Planning and Administration Policy.
Tree Planting Trust Fund
The Tree Planting Trust Fund revenue and expenditures are recorded in the General Fund. For Fiscal
Year 2015 the “Tree Planting Trust Fund” account contributions plus interest income equaled $73,200 and
expenditures and encumbrances equaled $232,800. The total balance in the “Tree Planting Trust Fund” at
the end of Fiscal Year 2015 was $508,400.
Local Option Gasoline Tax Fund
The total Local Option Gasoline Tax and Interest Income revenue of $1,545,400 exceeded the
beginning budgeted level of $1,533,000 by $12,400. Total revenues and appropriated fund balance of
$3,139,600 exceeded total expenditures and encumbrances of $2,228,500 by $911,100.
Ending restricted fund balance excluding encumbrances of $911,000 will be carried forward.
Stormwater Utility Fund
Total stormwater utility fees including penalties were $2,597,800. The State Right of Way
Maintenance Contract awarded to the Public Works Department provided revenue in the amount of
$99,600 for Fiscal Year 2015. Total revenues for the Stormwater Utility Fund of $2,700,400 were slightly
above the $2,697,400 budget by $3,000. Total expenditures and encumbrances of $2,422,100 for the fiscal
year were well within the $2,697,400 budget. At fiscal year end the Stormwater Utility Fund committed
fund balance was $818,500 which is available for appropriations in future years.
Natural Disaster Fund
This fund is categorized as a special revenue fund that accounts for any disaster-related activity.
This is being provided as a fiscal year end reporting of the activity associated with the April 2014 flooding.
The Natural Disaster Fund receives revenues from Federal and State agencies on a reimbursement basis.
For the April 2014 Flooding, the Federal Government is providing 75% and the State of Florida is providing
12.5% of approved obligated projects with the City of Pensacola responsible for the balance of the
expenditures. In closing out Fiscal Year 2014 transfers from the Gas Utility, Sanitation, Port, Airport and
Stormwater Capital Improvements Funds were made to cover their respective FEMA local match
requirement associated with the April 2014 Flood Event. In August 2015, a transfer was made from the
Deep Water Horizon Incident Fund to replenish the cash in the City's Natural Disaster Fund depleted due to
the FEMA local match requirement associated with the April 2014 Flood Event so that the original funds
transferred from the Gas Utility, Sanitation, Port, Airport and Stormwater Capital Improvements Funds could
be returned. On the final Fiscal Year 2015 supplemental budget resolution transfers back to those funds
were made as a result of the BP funds the City received in August 2015.
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Revenues of $9,519,500 were greater than expenditures of $7,874,800 by $1,644,800 at fiscal year
end.
At the end of Fiscal Year 2015 restricted fund balance after encumbrances was $458,900.

Municipal Golf Course Fund
Revenues of $423,200 were at the final budget estimates. Expenditures and encumbrances of
$664,800 were $1,800 under budget. Revenues were $224,200 less than total expenditures. The budgeted
subsidy of $220,000 from the General Fund was increased from the beginning budgeted level of $100,000.
As stated in previous quarterly reports, the decline in revenues is due to the April, 2014 flood event which
resulted in the partial closure of the Golf Course. The erosion repairs to the Golf course began March 23,
2015 and the repairs to the Club House began in June 2015. Repairs have been completed and both the
Osceola Golf Course and Club House are currently fully operational. At the end of Fiscal Year 2015,
Committed Fund Balance was $47,100 after the additional $120,000 subsidy.
During Fiscal Year 2014, 16,292 rounds were played with 4,116 driving range usage and through the
end of Fiscal Year 2015 13,564 rounds were played with 5,008 driving range usage, a decrease of 2,728
rounds and an increase of 892 in driving range usage.
As has been previously mentioned a three year concessions agreement was executed between the
City of Pensacola and Fusion Grill, Inc. on March 28, 2014. Due to Osceola’s storm damage and repair
schedule, the City and Fusion amended the payment schedule. The Concessionaire agreed to continue to
operate a restaurant facility with reduced hours on the premises during the partial closure in exchange for a
temporary suspension of the concession payment due. That payment resumed in March 2015 and
continues to remain current.
Inspection Services Fund
Inspection Services revenues of $1.27 million exceeded beginning budget estimates by $300,200.
Expenditures of $951,900 were $14,800 under budget. Revenues exceeded expenditures by $315,000. At
the end of Fiscal Year 2015, restricted fund balance excluding encumbrances was $894,300 which is
available for appropriation in future years.
Roger Scott Tennis Center
Revenues of $228,600 were $800 over final budget estimates. Expenditures and encumbrances of
$213,600 were below budget by $10,400. Total revenues exceeded expenditures by $15,500. Committed
Fund Balance at the end of Fiscal Year 2015 was $117,900 which is available for appropriation in future
years.
A one year concession agreement was executed April 24, 2015 between the City of Pensacola and
the Southern Ladle, Inc. Southern Ladle will provide food and beverage services at the Tennis Center for a
minimum flat rate level of $500 per month or 10% of the concessionaire’s gross revenue, whichever is
greater. Although services were scheduled to begin May 2015, there was a delay due to the timing of the
contract execution and permitting processes. The Southern Ladle began providing services June 1, 2015 and
remains current on their payments.
Below is a comparison of the activity at Roger Scott Tennis Center between Fiscal Years 2014 and
2015.
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FYE 2014
Daily Participants
Hard Courts
All Courts (Includes Clay Courts
Sub-Total

FYE 2015

DIFF

1,301
2,678
3,979

1,501
2,759
4,260

200
81
281

Playing Members
Sub-Total

24,554
28,533

26,876
31,136

2,322
2,603

Instructional Students
Rentals/Special Events/Programs

5,858
11,734

8,104
11,185

2,246
(549)

Total Players

46,125

50,425

4,300

Community Maritime Park Management Services Fund
The City has a Park Management Services Agreement with the Community Maritime Park Associates
(CMPA). On January 28, 2015, the CMPA Board approved an amendment and extension of the contract to
March 27, 2018 which was subsequently approved by City Council on February 12, 2015. There are three
components in this agreement, two of which were amended when the agreement was extended. The first
component is the Community Maritime Park Insurance that is 100% reimbursed by the CMPA. This
component remained unchanged with the execution of the extension. For Fiscal Year 2015, those
expenditures were $143,800. The second component to the agreement is providing park maintenance and
landscaping services. Originally the CMPA paid the City, on an annual basis, actual costs incurred up to a
maximum amount of $248,945. With the revisions, that amount has been reduced to $200,000. For Fiscal
Year 2015, CMPA paid the City $174,000 for these services. The final component to the agreement deals
with event scheduling and planning, management of outside kiosk sales, rentals, food service and other
vendor services, and parking management. The amount charged for these services is reduced by revenues
earned. If revenues earned are not sufficient to cover costs, the maximum amount payable by the CMPA is
$100,000 (a reduction from the original amount of $256,054). For Fiscal Year 2015, revenues exceeded
expenditures by $33,700 which was paid to CMPA under this contract.
Revenues and expenditures related to the Employee Leasing function are accounted for in the
Community Maritime Park Management Services Fund. Expenditures of $107,000 equaled revenues at the
end of Fiscal Year 2015.
Local Option Sales Tax Fund
Revenues of $7,366,300 were $10,800 below budget in the Local Option Sales Tax Fund (LOST) and
is due to Interest Income. Total expenditures and encumbrances of $7,058,600 were well within the
$10,518,400 budget. Local Option Sales Tax collections increased by 4.6% from Fiscal Year 2014.
Restricted fund balance excluding encumbrances increased from ($6,884,300) to ($5,631,800) in
Fiscal Year 2015. The current unrestricted cash balance has been eliminated; however projected future
revenue collections are sufficient to complete projects underway and to make debt service payments. As
mentioned in prior reports, the need to draw from the City’s Pooled Cash may be necessary. At the end of
Fiscal Year 2015 $5,361,800 was needed. The current Local Option Sales Tax (Penny for Progress) expires on
December 31, 2017. On November 4, 2014, the citizens of Escambia County voted to extend the Local
Option Sales Tax through December 31, 2028.
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Stormwater Capital Projects Fund
As provided in City Council’s Financial Planning and Administration Policy, the transfer of $2,597,800
to the Stormwater Capital Project Fund equaled the revenue fee collection in the Stormwater Utility Fund.
Total revenues and appropriated fund balance of $7,512,800 exceeded total expenditures and
encumbrances of $2,582,800. At fiscal year end fund balance less encumbrances was $4,908,300 which has
been carried forward for Council approved stormwater capital projects.
Gas Utility Fund
Fiscal Year 2015 revenue of $46,460,800 exceeded total gas expenses of $44,734,500 by $1.7
million. Pensacola Energy has included 10¢ in the Purchase Gas Adjustment (PGA) calculation to restore the
Pensacola Energy reserve. By the end of Fiscal Year 2015 that reserve was down by $1.4 million, based on
the reserve requirements recommended by Black & Veatch in the FYE 2012 Gas System Annual Report. The
recovery of the reserve is a multi-year endeavor.
As reflected in the rate study and in accordance with the plan that Pensacola Energy submitted to
the State Public Service Commission for the replacement of cast iron and steel pipes, the Infrastructure Cost
Recovery began in Fiscal Year 2013. This fee is charged for expenses that were made in the prior fiscal year.
By the end of Fiscal Year 2015 $1,121,100 has been received from Infrastructure Cost Recovery Revenue.
An enterprise fund’s results of operations can be measured by its “net current assets” balance and
“total fund equity less required bond reserves.” Net current assets is a measurement of assets having a life
of one year or less minus liabilities (obligations) payable within one year. Total fund equity less required
bond reserves is a measurement of total assets minus total liabilities excluding required bond reserves.
Pensacola Energy’s net current assets at the beginning of Fiscal Year 2015 were $12.1 million. At
fiscal year end net current assets were $14.1 million, a $2.0 million increase, the majority of which is a result
of the reserve recovery previously mentioned. Total fund equity less bond reserves at the beginning of
Fiscal Year 2015 were $40.5 million. At fiscal year end that amount increased by $5.6 million to $46.1
million.
Sanitation Fund
Sanitation revenues of $5,821,700 slightly exceeded Sanitation Operations expenses (excluding
Code Enforcement) of $5,812,900 by $8,800.
Due to the historically large discrepancy between Lot Cleaning billings and collections, Lot Cleaning
revenue is reported on a cash basis. Fiscal year billings are footnoted on the financial schedules. Code
Enforcement revenue of $1,372,200 exceeded total Code Enforcement expenses of $1,182,500 by $189,700.
Net current assets, excluding Code Enforcement and Lot Cleaning at the beginning of Fiscal Year
2015 were $1,729,200. At fiscal year end net current assets were $1,727,800, a decrease of $1,400. Total
fund equity less bond reserves increased by $297,100 ending the fiscal year with a $2.7 million balance.
Port Fund
Expenses of $1,750,600 were below Port operating revenues of $1,982,200 by $231,600 at fiscal
year end.
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Net current assets, at the beginning of Fiscal Year 2015, were $1,362,400 and by fiscal year end
totaled $1,584,400 an increase of $222,000. Total fund equity less bond reserves at the end of Fiscal Year
2015 were $12.4 million, a decrease of $641,000 from beginning Fiscal Year 2015.
All Port lease payments have been paid and are current with the exception of Martin Marietta and
Offshore Inland, who as of November 20, 2015 had outstanding balances which were less than 60 days past
due. Both Martin Marietta and Offshore Inland are one lease payment behind. Additionally, dockage and
other vessel fees which Offshore Inland recovers from its customers, then remits to the port, continue to be
slower to pay. As of the same date, this account has an outstanding balance of $311,550 which was more
than 60 days past due. However, typical payment cycles of the international marketplace can routinely run
90-120 days. Given this, combined with our customer’s need to recover vessel fees and charges from their
customers, Port Staff typically does not become overly concerned until invoices hit the 120+ column. All
Port customers, including non-lease general cargo shippers, continue to be subject to standard collection
practices, including assessment of late payment penalties and regular issuance of past-due notices.
Airport Fund
Revenues of $21.3 million exceeded revised budget estimates by $150,000. Compared to Fiscal Year
2014, revenues for Fiscal Year 2015 increased by $2.3 million. Airport expenses of $18.5 million were $5.7
million less than budget. Total fund expenses were below revenues by $2.8 million. It should be noted that
the Airport’s agreement with the airlines provides for the airlines to fund any shortfall, excluding incentives,
should that occur.
Net current assets at the beginning of Fiscal Year 2015 were $8.2 million. At fiscal year end they
totaled $10.6 million, an increase of $2.4 million. The majority of which is related to increased revenues
received. Total fund equity less required bond reserves increased by $4.3 million from a beginning balance
of $109.5 million to $113.8 million.
Risk Management / Central Services Funds
These funds are categorized as internal service funds. They provide services to the City’s other
operating funds. Revenues and expenses in each fund were below the budgeted level.
Investment/Debt Schedules
Also provided for information is a listing of City investments and a listing of the City’s various debt
issues.
A comparison of the weighted interest rates received on investments during the fourth quarter of
the last three fiscal years is as follows:
FY 2015
July
August
September

FY 2014

0.35%
0.33%
0.30%

0.18%
0.23%
0.17%

FY 2013
0.18%
0.18%
0.18%

Legal Costs Schedule
A schedule of legal costs paid to attorneys and/or firms who have provided services to the City has
also been included in the quarterly report. This schedule lists the payee, the amount paid and the nature of
the services provided to the City.
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Police/Fire/General Pension Plans
The current interest investment rate net of fees for the three pension plans have been reported to
the City Pension Boards. The General Pension Plan experienced a loss of 1.9%, the Fire Pension Plan loss
was 1.8% and the Police Pension Plan loss was 2.55% for Fiscal Year 2015. As of Fiscal Year Ended 2015, the
current actuarial assumed earnings rate for the General Pension Plan is 7.8%, the Fire Pension Plan is 8% and
the Police Pension Plan is 7.25%. The plans did not achieve these rates for Fiscal Year 2015.
All general employees hired on or after June 18, 2007 are participating in FRS and the General
Pension Plan is closed to new participants. All sworn police officer employees hired on or after April 1, 2013
are participating in FRS and the Police Pension Plan is closed to new participants.
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