
TO: Mayor & City Council

Date:  October 6, 2022

RE: 2023 Budget Proposal

I am very pleased to submit the 2023 budget proposal for your consideration.  As
we proceed through this budget cycle, I am very proud of the effort and
commitment that your Department Heads have demonstrated in developing this
proposal.  I continue to be impressed with the skill and leadership of our Finance
Director Jeannette Kelly.  While no budget process is painless, Jeannette has
provided me a great deal of confidence in the financial data and she has positively
collaborated with each department to develop what we believe to be a sound and
fiscally prudent document.

We look forward to presenting the information to you at Monday’s Finance and
Administration Committee of the Whole.  As is always the case with our budget,
there is a voluminous amount of information provided.  For the purposes of our
meeting and budget proposal, our analysis refers to the four major funds:  The
General Fund, Parks Fund, Capital Projects Fund and Public Safety Fund.  As
you are aware, there are multiple other funds that are not significant to our
review, such as the Sewer Lateral Fund, CVTIF Fund, Police Forfeiture Funds, the
ARPA Fund and multiple Debt Service Funds.  This budget incorporates the
American Rescue Plan Act strategy that Council originally approved on September
20, 2021.  ARPA Fund #137 is provided within the budget packet for record
purposes.  The action to approve this strategy has had extremely positive impacts
and has allowed us to address multiple items that had been reduced, deferred,
delayed, or otherwise ignored.

I would like to highlight a few items from the budget proposal for your
consideration:

Overall, the 2022 budget proposal for the four major funds, is $2,543,793 in
the black, revenues over expenditures.  While there are a number of factors
that contribute to this unprecedented surplus, I hope it demonstrates the fiscal
oversight and discipline that staff assumes in preparing the budget.  Please know
and understand that the impacts of the adopted ARPA strategy as well as our
commitment to setting aside funds to pre-pay debt are reflected in this budget.

Mike Geisel

City Administrator

690 Chesterfield Pkwy W

Chesterfield MO 63017

Phone 636-537-4711

Fax 636-537-4798
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This draft budget proposed by staff includes the scheduled, ~2.5% contracted
step increases for the FOP Officers and Sergeants per our collective bargaining
agreement. However, that value is prior to the inclusion of the employee
compensation merit pool which has yet to be determined by City Council.  More
detailed discussion of the merit pool consideration is provided below.

General Fund
We are projecting to end this 2022 fiscal year with a surplus of $507,806 revenue
over expenditures, creating an end-of-year, 2022 General Fund – Fund Balance of
$11,994,855. You should remember that City Council partially funded the
artificial turf infield installations through a transfer from Parks Fund Reserves.
There were other, less significant budget amendments approved to address needs
as they developed.

Prior to inclusion of the merit pool, the 2023 end of year fund balance is
projected to be $13,328,002, or $5,386,883 million above the City’s 40%
reserve threshold.

Parks Fund
The Parks Fund is projected to end 2022 with an end of year fund balance of
$983,714.  You should remember that City Council partially funded the artificial
turf infield installations through a transfer from Parks Fund Reserves.  A separate
budget amendment was approved for the repair of the dam in Eberwein Park, as
well as an amendment to replace a track skid steer loader which was previously
deferred and was too costly to repair.

The 2023 Parks Fund budget is proposed, prior to the inclusion of the merit
pool, to be $1,204,930 in the black, revenues exceeding expenditures, and after
setting aside an additional $150,000 for the synthetic turf replacement sinking
fund, is projected to result in an end-of-year Parks Fund, Fund balance of
$2,188,644.  It is significant that the 2023, Parks and Recreation division budget
is decreasing $2.47 million.  While this is attributable to a variety of reductions,
the two most significant are 2022 expenditure for synthetic turn infields and the
impact of the pre-paid debt reducing the annual debt service requirement in
parks.

Capital Projects Fund
This fund is not intended to carry any significant fund balance.  It is expected to
reflect annual capital improvement projects and other than a nominal amount
that may be beneficial for cash flow purposes, we intend to fully expend the
entirety of the fund value.

The 2022 Capital Projects fund is projected to have an end of year fund balance of
$1,357,886.  That, in turn, will facilitate a robust capital program in 2023, with
project budgets totaling $5,481,000.
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Public Safety Fund
This fund is solely allocated to the law enforcement activity.  Total law
enforcement expenditures in fiscal 2022 is projected to be $11,957,741.  On the
other side of the ledger, Proposition P sales taxes are projected to generate
$2.875,000 in 2022.  The net result requires a subsidy of $7.94 million in 2022.

The subsidy from the General Fund increases to $8.43 million in 2023 to support
law enforcement.  The 2023 public safety expenditures are proposed to grow
to$12,466,718.  Please understand that this figure includes the contractual
compensation increases per our collective bargaining agreement with Police
Officers and Sergeants.  It does not yet reflect the merit increases for the
Lieutenants, Captains, Chief, and civilian staff in the Police Department.

Debt Service
As we enter 2023, the City has debt obligations of $20,499,573.   This debt is
allocated as follows:

$4,665,787 General Fund
$15,833,786 Parks Fund

The current debt schedule projects the final debt service payments for both funds
for 2029.  I need to emphasize that the current debt does not include any funds
for the replacement of the aquatic facility, which we will certainly have to address
in 2023.  We must develop a strategy as to the disposition of the facility going
forward.

It is noteworthy that as of the end of 2022, the City will have a balance of $6.9
million “set aside” to off-set a portion of the annual debt service payments.  This
reduces our actual debt, to an effective debt schedule of $12,510,510 in 2023,
which reflects $1 million currently included in the proposed budget as was also
provided in the ARPA strategy.

As we have repeatedly discussed, the debt service has been an exceptional
burden on the parks fund and has required support from other funds.  The Parks
Fund is the largest beneficiary of the City’s commitment to pre-paid debt.
Because of the current and planned pre-paid debt payments, the $20.5 million
obligation will be effectively reduced to $12.5 million.  Because of the pre-paid
debt service.

Personnel:
The 2023 budget includes one additional Police Officer, as recommended by the
public health and safety committee.  The inclusion of this position is subject to
final approval by the F&A Committee of the Whole, per Council policy.  It should
be clearly stated that the intent of this additional position was to reflect the semi-
permanent assignment of an officer to the County Fusion Center, with the full
cost of that individual’s compensation being reimbursed to the City through an
East-West Gateway grant.
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I regretfully must advise that we continue to have substantial issues in attracting
and retaining employees, both full time and seasonal.  This has clearly impacted
us operationally and we are not providing the level of service and quality that we
have come to expect.  The reduced level of effort is readily apparent at our
facilities and points of service delivery.  We are focusing on our exigent needs,
triaging our service provisions, and have necessarily reduced our level of effort in
many areas.  This is not just a Chesterfield issue, as the labor market is
challenging in all disciplines.  Clearly the cost of labor is increasing while the
labor force itself is shrinking.

Merit Pool
The current budget draft proposal is $2.54 million in the black, includes the
contractual FOP step increases for 2023.  This proposal DOES NOT include
the merit increases for all other employees.

Finance Director Jeannette Kelly has provided a table which provides the
financial impacts of varying merit pool values, from 3% thru 10.5%.  Values are
included for the total increase in employee compensation, as well as the value for
the fully burdened increase in labor costs which includes the increases in social
security, workers compensation, insurance, and retirement.  It should be clearly
understood that the annual impacts are distributed proportionally between the
four major funds.

Please recall, since the merit increases are applied at the beginning of the fiscal
year, the table values reflect a full year’s impact.  Council’s decision on the merit
pool is expected to have a significant impact on our employee population in the
coming year.  The Consumer Price Index for the 12-month, June - June period, as
reported in July of each year, which the City has chosen as its designated metric
for comparative purposes, was 9.5%.  For your convenience and to facilitate the
conversation, Finance Director Kelly has prepared the included table which
describes the budgetary impacts of various values for the merit pool.   This is
strictly for illustrative and reference purposes and is not intended to be a staff
recommendation.

Each year, we struggle with financial realities as they relate to our ability to
consider merit increases for City employees.  We understand that merit raises
granted are ongoing and compound in subsequent years.  It is frequently cited
that if Council approves $500k in merit increases, we effectively incur that $500k
expense in perpetuity.  That is not actually the case.

To develop a common understanding, I’ve prepared the attached information,
contrasting the annual approved merit increases, budgeted total labor dollars,
and actual labor dollars. The attached data chart should be considered an
illustrative exercise, not a predictive model. The City has awarded merit
increases as follows:
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YEAR MERIT CPI
2018 2.5% 2.50%
2019 2.5% 1.20%
2020 0% (pandemic) 0.40%
2021 2.5% 5.80%
2022 4.6% 9.50%

12.64% compounded merit award
  8.1%   ACTUAL INCREASE

Accordingly, the point of this simplified analysis, is that the proposed 2022
actual expenditures is 8.1% more than the 2018 adopted personnel budget, as
compared to the 12.64% increase that you would expect if the full value of the
annual merit increases were applied.  The result is that the actual personnel
expenditures are $884,664 less than they would be if the full value of the merit
increases were applied.

It should be understood that the full value of the merit award is not actually
carried forward in perpetuity.  In any organization, even during a stable
employment environment, there is employee turnover.  In addition, per our
compensation plan, every position has a minimum and maximum rate of pay.
Employees “top out” and are ineligible for future increases.  When an employee is
promoted, they are typically replacing a higher paid employee and their vacant
position is fill by an employee at a lesser compensation as well, resulting in
accumulated labor savings.  As such, we should acknowledge and understand
that our “actual compensation expenditures” will grow at a lesser rate than the
awarded merit pool.  This is not a theoretical, but practical reality. The amount of
this impact is irregular and unpredictable, but when the total compensation
budget is $20 million, it is a substantial value.

In summary, I feel privileged to represent the City of Chesterfield and we have
demonstrated fiscally responsible behavior.  We have clearly benefited by recent
Federal programs. Council has adopted sound strategies to avoid unnecessary
expenditures.  While our budgets are prepared on an annual basis, these
strategies have been developed based upon a long-term perspective of revenue
trends, known debt obligations, and conservative growth projections.

We look forward to Monday’s F&A Committee of the Whole meeting.  If you have
any questions or issues, please let us know at your earliest convenience.



TOTAL LABOR COST HISTORY

ANNUAL BUDGETS

2018 adopted 2018 actuals
2019

adopted 2019 actuals
2020

adopted 2020 actuals
2021

adopted 2021 actuals
2022

adopted
2022

estimated
General $16,064,878 $5,745,843 $6,478,379 $6,159,528 $6,635,898 $5,983,744 $6,692,904 $6,062,968 $7,052,172 $6,833,123

Difference ($10,319,035) ($318,851) ($652,154) ($629,936) ($219,049)
Parks $3,158,863 $2,977,147 $3,463,247 $3,243,446 $3,417,003 $2,534,852 $3,585,396 $3,093,315 $3,872,930 $3,675,477

Difference ($181,716) ($219,801) ($882,151) ($492,081) ($197,453)
Capital $262,295 $308,180 $332,032 $315,177 $281,545 $287,766 $280,310 $302,325 $273,171 $275,798

Difference $45,885 ($16,855) $6,221 $22,015 $2,627
Public Safety $0 $9,449,869 $9,741,167 $9,674,571 $9,917,549 $9,641,639 $10,130,186 $9,706,797 $10,406,998 $10,280,546

Difference $9,449,869 ($66,596) ($275,910) ($423,389) ($126,452)

$19,486,036 $18,481,039 $20,014,825 $19,392,722 $20,251,995 $18,448,001 $20,688,796 $19,165,405 $21,605,271 $21,064,944
increase ($1,004,997) ($622,103) ($1,803,994) ($1,523,391) ($540,327)

2.71% -0.48% 1.18% -7.83% 2.16% -5.37% 4.43% 1.82%
2.50% 2.50% 0.00% 2.50% 4.60%

12.64% ACTUAL Increase over 2018 budget
$21,949,609 2022 Payroll if incremented by annual budgeted increases from 2018

$884,665 SAVINGS OVER BUDGETED INCREASES.

The primary reason for the slower growth in compensation costs, despite increases in workers compensation and insurance, is employee

4.6% budgeted - January2.5% budgeted - April0% budgeted - July2.5% budgeted - July

This table depicts the total labor dollars budgeted in each year compared to the actual total labor dollars actually expended.  In spite of annual
budgeted merit awards budgeted, total labor dollars have only increased a total of 8.1% over the 2018 Adopted budget levels (four years).  Over
that period, 2.5% merit increases were budgeted three years, and 4.6% was budgeted in 2022.  That equates to a compounded increase of 12.64%
over the four years. OVER THE FIVE YEARS FROM 2018 - 2022, COMPOUNDED MERIT INCREASES OF 12.64% WERE AWARDED, BUT ONLY
RESULTED IN 8.1% INCREASE OVER THE 2018 BUDGETED EXPENSE, RESULTING IN $884,127 IN SAVINGS.

8.10%

2.5% budgeted - July
$1,578,908

H:\budget\2023 Budget\Workshop 1\LABOR COSTS 2022-10-3 This chart should be considered an illustrative exercise, not a predictive model.



Fund
General 21,219,718 20,024,890 20,172,355 20,182,655 21,185,945
Parks 8,890,046 8,617,811 8,620,160 8,620,160 8,948,040
Capital 5,679,178 5,422,596 5,502,900 5,502,900 6,060,000
Public Safety 3,680,947 3,550,495 3,613,206 3,673,206 4,009,878
TOTAL 39,469,889 37,615,792 37,908,621 37,978,921 40,203,863

2022 Adopted
Budget

Revenues

2022
Amended
Budget

Revenues

2023 Proposed
Budget

Revenues

CITY OF CHESTERFIELD
REVENUE  (WITHOUT TRANSFERS AND GRANTS)

2020
Amended
Budget

Revenues

2021
Amended
Budget

Revenues



Fund Revenue Expenditures Revenue Expenditures Revenue Expenditures

General 20,172,355 (11,099,636) 21,185,945 (11,350,255) 1,013,590 (250,619)
Parks 9,145,160 (8,391,881) 9,698,040 (8,493,110) 552,880 (101,229)
Capital 5,557,900 (5,426,171) 6,115,000 (6,088,287) 557,100 (662,116)
Public Safety 3,613,206 (12,065,794) 4,009,878 (12,533,418) 396,672 (467,624)
TOTAL 38,488,621 (36,983,482) 41,008,863 (38,465,070) 2,520,242 (1,481,588)
NET REVENUE

2023 Proposed Budget does not include Merit Increases for Non-FOP employees

1,505,139 1,038,654

2022 ADOPTED BUDGET 2023 PROPOSED BUDGET 2022 VS. 2023

2,543,793

REVENUE AND EXPENDITURES (WITHOUT TRANSFERS)
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