
2012 Budget Page 1-31 Eight-Year Financial Outlook 

EEiigghhtt--YYeeaarr  FFiinnaanncciiaall  OOuuttllooookk 

 
Background 
During 2011, two community groups and City staff developed an eight-year financial outlook for the 
City that was based upon 2010 actual revenue and expenditures.  It examined both the General Fund 
and the Public Safety Sales Tax (PSST) Fund.  The general trend was similar for all three outlooks, the 
outlooks varied slightly due to different growth rate assumptions.  All three models project expenditure 
growth will outpace revenue growth.  Below is a chart of City Staff’s projection.  Again, this model was 
based upon 2010 actual revenue and expenditures.  The model was not adjusted to reflect the 
proposed 2012 budget. 

 
 

Projections  (000’s)* 2011 2012 2013 2014 2015 2016 2017 2018 2019 
Surplus/(Deficit) 4,554  5,131  5,571  1,917  (2,040) (6,320) (10,947) (15,948) (21,348) 
Available fund balance 38,685  43,816  49,387  51,304  49,264  42,944  31,997  16,049  (5,299) 
Fund balance as a % of 
expenditures 15.9% 18.1% 20.0% 20.0% 18.6% 15.6% 11.2% 5.4% -1.7% 

 

*Projections are for trend analysis purposes only.  Actual values will vary.  
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Outlook Overview       
The eight-year financial outlook that follows is based upon the model created by The City Committee 
and serves as a guide for long-range fiscal planning.  This Outlook is provided in accordance with the 
2012 Budget Objective to support programs and policies consistent with long-term fiscal sustainability 
and develop an eight-year projection for provision of municipal services.  In addition, long-range fiscal 
planning is required by the City’s Strategic Plan.   

The City’s General Fund and the Public Safety Sales Tax Fund are the primary sources of revenue to fund 
the majority of core municipal services. The General Fund’s major revenue sources are: property tax, 
sales tax, intergovernmental, and other revenue.  Salaries and benefits account for 68.5 percent of 2012 
General Fund expenditures. The PSST is a sales tax and salaries and benefits account for 86.9 percent of 
2012 expenditures. 

Growth Rate Assumptions         
The 2011-2019 financial outlook incorporates a number of economic assumptions and mandated 
expenditure requirements that influence revenues and expenditures over the next eight years.  The 
growth rate assumptions used in the model are detailed below.  Figures for 2011 and 2012 are based 
upon the adopted 2011 budget.  The model was not adjusted to reflect the Mayor’s 2012 budget. 

 Growth Rates 2011 2012 2013 2014 2015 2016 2017 2018 2019 
Revenue  2.0% 0.04% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 
General expense  5.5% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 
Healthcare  -3.5% 1.7% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5% 
Pension  12.5% -4.4% 8.0% 8.0% 8.0% 8.0% 8.0% 8.0% 8.0% 
Wage  5.5% -1.0% 0.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 

 

Revenue  
The global economy continues to recover slowly from the 2008 recession, which was the deepest 
recession since World War II.  Declining retail sales and tourism, weakened consumer confidence, and 
high unemployment rates in Colorado Springs negatively impacted City’s tax revenues. For this Outlook, 
the local economy is assumed to grow very slowly, resulting in slower employment and population 
growth.  As a result, the revenue growth assumption is nearly flat for 2012 and assumes only a 2% growth 
rate beyond 2012. 

Expenditures  
General expenses– General expense inflation for 2011 is based upon the 2011 budget.  For 2012 and 
beyond a moderate assumption of 2% is included as the consensus is that there will be modest 
inflation based on slow economic growth. 

Healthcare expenses – Healthcare expenses decreased for 2011 as the City shifted a greater 
percentage of the medical plan premiums to employees.  For 2012, healthcare expenses are 
projected to increase by only 1.7% as there is another premium sharing shift included in the 2012 
budget.  Beyond 2012, healthcare costs are projected to increase by 7.5% per year which is based 
upon the average rate of inflation of healthcare costs to the City over the past 10 years.  This growth 
rate is less than the nationwide average and is in part the result of the City taking a number of steps 
to control the escalating costs of healthcare.   The City will continue to evaluate its employee 
medical plan to control costs. 

Pension costs – Pensions costs increased for 2011 by 12.5%.  The increase was due to increased 
annual required contribution rates for the sworn pension plans as determined by the annual 
actuarial reports.  For 2012, again based upon the actuarial reports, pension costs are decreasing 
4.4%.   Pension costs are assumed to increase 8% per year beginning in 2013.  Pension costs are 
projected to increase as there is widespread skepticism that the assets can perform as assumed by 
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the actuaries.  If the assets do not perform as well as assumed, the annual required contributions 
increase. 

Wages- No salary adjustments are anticipated until 2014.  The assumption is there will be a 3.0% 
wage package each year through 2019. 

Other Key Assumptions         
 No additional funding allocated to capital improvement needs – This outlook provides no 

additional funding to meet the City’s significant capital improvement needs.  The cost to 
address the City’s high priority unmet infrastructure needs is estimated to be well beyond $1.6 
billion.  These needs include structurally deficient bridges, deteriorating roads, sidewalks, curbs 
gutters, and alleys; critical stormwater projects that include modifications to drainage ways, 
culverts, channels, detention ponds and drop structures; health and safety modifications to fire 
stations; and many other required repairs to the City’s physical assets. 

 No additional services or service enhancements – This outlook provides no additional 
funding for additional services such as transit routes or extended hours of service, parks 
programs, park maintenance, snow storm response or specialized police enforcement 
programs.  

 No additional positions -This outlook maintains the number of employees contained in the 
2011 budget.  Therefore, it assumes no police officers or firefighters beyond the authorized 
number in the 2011 budget. 

 No decrease in revenue due to another recession – This outlook assumes a modest, yet 
smooth 2% increase in revenue each year starting in 2013.  There are many reputable 
economists predicting another recession, if not in the very near-term, then in 2013 or 2014.  If 
another recession occurs and revenue falls as it did in 2008-2009, the outlook is even far worse 
than what is shown above.  The City must have sufficient reserves to weather another recession 
without having to make draconian cuts as it did in 2010.  

 No tax increases or revenue enhancements – This outlook does not contemplate any tax 
increases, new taxes or new fees.  

Conclusion      
Expenditure growth is expected to outpace revenue growth beginning in 2013.  Fundamental changes 
and creative solutions must be made to reverse these trends to build fund balances to withstand 
economic downturns and to provide funding for capital improvement needs and critical municipal 
services. 

For 2012, several strategies are taken to address long-term fiscal sustainability goals.  One strategy is to 
address health benefit increases.  In 2012, the employer versus employee share will change from the 
current ratio of 86/14 to 80/20.  For 2013 and beyond, the strategy is to continue to move the employee 
share of medical plan costs to model private sector practices.  Another key strategy is to address 
pension benefit increases.  For 2013 and beyond, the City will pursue any opportunities through the state 
legislature and the City’s sworn New Hire pension plan to address the employee/ employer pension 
sharing ratio.  During 2012, it is anticipated that a 4-year strategy will be developed to reduce public 
safety personnel costs and include other service delivery models.  Also, opportunities to contract for 
services and partner with the community to provide services will be analyzed to reduce long-term 
liabilities. 

During 2012, the Mayor and staff will together develop a four-year strategy to address these structural 
challenges. This Outlook provides a conceptual trend that will drive policy and management decisions 
to ensure sustainable municipal services from 2011-2019.   
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