SPECIAL REVENUE FUNDS

LOCAL OPTION SALES TAX FUND

GENERAL INFORMATION:

In May of 1994, voters in the City of Muscatine approved a 1% local option sales and service tax for a five
year period beginning July 1, 1994. All of the proceeds from the tax were required by the referendum to be
used for City storm and sanitary sewer projects. In August of 1998, voters approved the extension of the local
option tax for an additional five years to continue the storm and sanitary sewer improvements. In January
2003, voters approved using up to 10% of the proceeds from the local option sales tax for the “Pearl of the
Mississippi” improvement projects effective April 30, 2003. On January 27, 2004 voters approved extending
this tax for an additional five years with 90% of the tax to be used for sewer improvements and up to 10% for
“Pearl of the Mississippi” projects.

In August, 2008 voters again approved the extension of the local option tax for a period of ten years with up to
20% of the tax to be used for the City’s Pavement Management Program and the remainder to be used for
storm and sanitary sewer projects. The focus of the sewer improvements over this ten year period will be on
projects mandated in the E.P.A. Consent Order.

Each fiscal year the Iowa Department of Revenue and Finance makes estimated local option sales tax payments
to the City. The following fiscal year, the City receives an additional payment, which reconciles actual local
option sales tax amounts to the estimates previously remitted to the City. The following chart shows the local
option sales taxes earned by the City each fiscal year. These amounts include the reconciliation amounts
received the following year. The amounts shown for both 2011/2012 and 2012/2013 have been estimated
conservatively based on current economic conditions.

Local Option Sales Tax Revenue by Fiscal Year
(* Includes Reconciling Amounts Received in Succeeding Fiscal Year)
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** Both the 2011/2012 and 2012/13 amounts have been conservatively estimated
due to economic conditions.
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CURRENT TRENDS AND ISSUES:

For the revised estimate for 2011/2012 and the 2012/2013 budget, the estimated local option sales tax revenues
are $2,655,500 and $2,558,700, respectively. The 2012/2013 amount is projected conservatively using the
State’s estimate for the current year without any prior year reconciliation amount. Transfers out of the Local
Option Sales Tax Fund for qualifying City storm and sanitary sewer projects are estimated for the current and
upcoming year as follows:

Local Option Sales Tax-Funded Sewer Projects
Revised Estimate 2011/2012 and Estimated 2012/2013

Projected Projected
2011/2012 2012/2013
Project:
Hershey Avenue Sewer Separation Phase I1 $ 310,000 $ -
West Hill Sewer Separation - Phase I 1,115,000 3,817,000
Totals $ 1,425,000 $ 3,817,000

The West Hill Sewer Separation project is a $50+ million project mandated by an E.P.A. Consent Order to be
completed by 2024. Plans are to complete this project in multiple phases and as part of this plan to request an
extension to the Consent Order deadline to 2028. City staff working with PFM, the City’s financial consultant,
recently completed a long-term plan for financing the West Hill Sewer Separation project. The 80% allocation
of Local Option Sales Taxes approved by voters to be used for storm and sanitary sewer improvements will
provide funding for a portion of the project costs. Beginning in 2017/2018 local option tax will need to be
supplemented with other resources to complete the scheduled work on the project. As part of the long-term
financing plan, a new “West Hill Sewer Separation Long-Term Financing Plan Reserve” fund was established
to accumulate funds to supplement the local option tax funding for this project. The revised estimate for
2011/2012 and budget for 2012/2013 each include $200,000 in transfers from the Water Pollution Control
fund to the new reserve fund. Like amounts for those same years will be transferred from the Collection and
Drainage fund. Annual allocations from both of these funds are proposed to continue to be set aside each year
throughout the project. Based on the assumptions used in the long-term financial plan, the Local Option Sales
Tax funds and funds from the new reserve are expected to be sufficient to cash flow project costs until
2018/2019 when the City would need to secure a State Revolving Fund Loan to complete the scheduled work
on this project. While the ending fund balance on June 30, 2013 of $8,870 is minimal, based on budget
assumptions, funds from the new reserve should not be needed to supplement local option sales tax funding for
the first phase of this project.

As authorized by the sales tax referendum, funding transfers of $531,100 in the revised estimate and $511,700
in 2012/2013 have been included to fund ongoing costs of the Pavement Management program. This represents
the 20% allocation of the local option tax allowed for this program in the 2008 voter referendum. A separate
sub-fund has been established to account for the portion allocated for the pavement management program.
Transfers out of the Local Option Sales Tax Fund for qualifying pavement management projects are
estimated for the current and upcoming fiscal year as follows:
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Local Option Sales Tax-Funded Pavement Management Projects
Revised Estimate 2011/2012 and Estimated 2012/2013

Estimated Projected
2011/2012 2012/2013
Project:
Pavement M anagement Program $ 500,000 $ 500,000
Railroad Crossing Improvements 200,000 -
Highway 38/61 Connector Study 45,000 -
Totals $ 745,000 $ 500,000

Specific projects in the Pavement Management Program allocation of $500,000 for 2012/2013 will be
determined based on balancing the financing of major street improvement projects (Cedar Street and Colorado
Street) with ongoing pavement management projects. The estimated balance in the Pavement Management sub-
fund on June 30, 2013 is $110,419.
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Local Option Sales Tax Fund

Fund Statement

Revised
Actual Actual Budget Estimate Budget
2009/2010 2010/2011 2011/2012 2011/2012 2012/2013
Beginning Balance, July | $ 4,747,796 $ 3,364,971 $ 1,302,071 $ 1,076,470 $ 1,777,370
Revenues
Local Option Sales Tax $ 2,519,107 $ 2,433,919 $ 2,435,000 $ 2655500 (1) $ 2,558,700 (2)
Interest 18,899 5,270 1,500 1,500 1,500
Total Revenues $ 2,538,006 $ 2,439,189 $ 2,436,500 $ 2,657,000 $ 2,560,200
Funds Available $ 7,285,802 $ 5,804,160 $ 3,738,571 $ 3,733,470 $ 4,337,570
Expenditures
Transfers Out:
Sewer Projects $ 3,430,734 $ 4,240,906 $ 1,515,000 $ 1,425,000 $ 3,817,000
Pavement Management Program 490,097 486,784 487,000 531,100 (3) 511,700 (3)
Total Expenditures $ 3,920,831 $ 4,727,690 $ 2,002,000 $ 1,956,100 $ 4,328,700
Ending Balance, June 30 $ 3,364,971 $ 1,076,470 $ 1,736,571 $ 1,777,370 3 8,870
Increase (Decrease) in
Fund Balance $ (1,382,825) $ (2,288,501 $ 434,500 $§ 700,900 $ (1,768,500)

1. The Revised Estimate Local Option Tax revenue amount is the State's estimate ($2,558,658) plus a prior year reconciliation

amount of $96,840.

2. The FY 2012/2013 Local Option Tax revenue amount is estimated conservatively at the States's projected 2011/2012 level of

$2,558,658.

3. Effective July 1, 2009 up to 20% of Local Option Tax revenue is being used for the Pavement Management Program per the

voter referendum. This 20% allocation is transferred to a subfund to separately account for this portion of the tax.
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Local Option Sales Tax Fund

Pavement Management Allocation (20%)

Fund Statement
Revised
Actual Actual Budget Estimate Budget
2009/2010 2010/2011 2011/2012 2011/2012 2012/2013
Beginning Balance, July 1 $ 0 $ 337,218 $ 344318 $ 311,619 $ 98,219
Revenues
Transfers In:
Local Option Sales Tax (1) $ 490,097 $ 486,784 $ 487,000 $ 531,100 2) $ 511,700
Interest 0 0 500 500 500
Total Revenues $ 490,097 $ 486,784 $ 487,500 $ 531,600 $ 512,200
Funds Available $ 490,097 $ 824,002 $ 831,818 $ 843,219 $ 610,419
Expenditures
Transfers for Pavement Management:
Pavement Management (Curband $ 131,804 $ 346,590 $ 500,000 $ 500,000 $ 500,000
(Gutter, Full Depth Patch, Crack
Sealing, and Resurfacing)
Cedar Street Guard Rail 21,075 0 0 0 0
Highway 38/61 Connector Study 0 0 0 45,000 0
Railroad Crossing Improvements 0 165,793 200,000 200,000 0
Total Expenditures $ 152,879 $ 512,383 $ 700,000 $ 745,000 $ 500,000
Ending Balance, June 30 $ 337,218 $ 311,619 $ 131,818 $ 98,219 $ 110,419
Increase (Decrease) in
Fund Balance $ 337,218 $ (25599 $ (212,500) $  (213,400) $ 12,200

1. Effective July 1, 2009 up to 20% of Local Option Tax revenue will be used for the Pavement Management Program per the

voter referendum.

2. The Revised Estimate Local Option Tax revenue amount is 20% of the total of the State's estimate for the year ($2,558,658)
and the prior year reconciliaiton amount of $96,840.

3. The FY 2013 Local Option Tax revenue amount is estimated conservatively at 20% of the States's projected 2011/2012 amount

of $2,558,658.

4. Specific projects in the 2012/2013 funding amount will be determined based on balancing the financing of major street projects

(Cedar Street and Colorado Street) with ongoing pavement management projects.
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