MEMORANDUM

TO: Mayor and City Council

FROM: Don Taylor, Director of Finance

THRU: Randy Ready, Assistant City Manager

DATE OF MEMO: March 9, 2010

MEETING DATE: March 15, 2010

RE: Financial Update

REQUEST OF COUNCIL: This is to provide City Council with an updated financial

status for its major operating funds.

PREVIOUS COUNCIL ACTION: The City Council decided to freeze a number of
approved capital projects for the 2010 budget year until at least a few months of the 2010 ski
season was behind us to insure that the projected revenues were likely to be realized. City
council had also decided to draw down slightly below its minimum fund balance policy
expecting a certain amount of under spending for the 2009 budget year. This reviews our status
as it relates to these decisions.

BACKGROUND:  There were dramatic changes in the Aspen economy for 2008/2009.
Lodging rates and occupancy dropped dramatically and construction activity came to a standstill.
Real estate activity also slowed rather significantly. The changes over prior years were as
follows. Sales tax down 14%, Lodging taxes down 25%, Real estate transfer taxes were down
47% from 2006 and building permit fees are down 42% from 2008. The City reacted quickly and
went through a serious restructuring of its financial budget. By the time the 2010 budget was
adopted, staff and city Council felt that it had brought its budget in line with its new revenue
reality but to be sure it wanted to wait and see what the first few months of the year looked like.

DISCUSSION It appears that there has been some stabilization for some of the City’s
major revenue sources except for those related to real estate development and sales. First the
good news. After 15 consecutive months of year over year declines in sales tax, December 2009
was even with December 2008 and January was 6% over January 2009. Lodging taxes were also
up 6% in January 2010 as well. As the national economy seems to have stabilized so it seems
that local retail sales have as well.

On the other hand, Real estate development fees and transfer taxes have not recovered at all.
Building permit fees are off to a slow start for 2010. For the first 68 days of the year building
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permits are down 71% from an already dismal 2009. It is still early however and there is time to
make some of this back up. The monthly tax report for January is attached as Exhibit A.

Exhibit B includes a YTD report that gives the most recent projection of where we stand for
2010 for revenues and expenditures for major funds. It includes an up to date estimate of the
fund balance for the beginning of the year and also includes the carry-forward requests and
departmental savings appropriations that will be coming to Council in April. Updated revenue
estimates are also included.

The General Fund (001) estimated ending fund balance for 2010 after carry forwards and
departmental savings will be approximately $5,447,614 (there still may be same final
adjustments in closing out the year). This is better than what was assumed in the original
adopted 2010 budget ($4,855,964) but is still short of our fund balance policy by $102,012. This
should be covered in order to remain in compliance with our fund balance policy.

The Asset Management fund’s (000) major revenue source is the property tax which is a fairly
stable revenue source. When the 2010 budget was adopted, just to be extra conservative, a
number of capital projects were “frozen” until we were into the ski season and had a better idea
of where we might stand. Based on early sales tax returns and pace of business in Town it
would be appropriate to release those capital projects at this time. Contracts for these projects
will still require Council approval so if the economy made a reversal there would still be time to
make some adjustments.

The Parks fund (100) ended 2009 better than projected. The ending fund balance for 2010 is
now $2,165,372 compared to $1,412,804 in the adopted budget.

The Housing Development fund (150) is heavily dependent on real estate transfer taxes which
can be a very volatile revenue source. Early in 2010 Real estate transfer taxes are coming in
very slow, about 60% of the rate necessary to meet budget. Once again it is very early in the year
and anecdotally, a windfall transfer tax may be in the near future. We should monitor this tax
source closely. The ending Fund balance for this fund is now projected at $923,000.

The Marolt housing fund projections have changed dramatically from the assumptions used in
the 2010 budget and is worthy of note. Winter seasonal rentals are down significantly from years
past. Estimates for rents in 2010 have declined from $1,142,140 in the original budget to an
estimated $645,590. There is enough fund balance to cover the short fall in the near term, but if
occupancy does not return to higher levels in the near term, subsidies of this fund may be
required. Ending fund balance for 2010 is now estimated to be $691,187 versus $1,139,423 in the
2010 adopted budget.

FINANCIAL/BUDGET IMPACTS: While most major revenue sources seem to have
stabilized after last year’s precipitous decline there are still a few areas to monitor closely. These
are building development fees, real estate transfer taxes, use taxes and season rents at Marolt
housing.
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RECOMMENDED ACTION: It now seems likely that the City will realize its budget
numbers for sales tax in the general fund so it would be appropriate to allow budgeted capital
projects to proceed with implementation. Most of these will still need to come to city Council
for contract approval. Staff will provide recommendations for budget changes to reduce the 2010
budget by $102,012 in order to meet the adopted fund balance policy for the General Fund.

ALTERNATIVES: As an alternative, a portion or none of the capital projects proposed for
2010 could be released until better revenue data is available.

PROPOSED MOTION: I move to allow the capital projects approved in the 2010 adopted
budget to proceed as proposed.

CITY MANAGER COMMENTS:

ATTACHMENTS:

January Monthly Sales Tax Report

Major Funds Status Report

Go/No Go capital project list

Memo from Tim Anderson on Gymnastics Pits
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To: Aspen City Council
From: Don Taylor, Finance Director
Date: March 4, 2010
Re: January 2010 Consumption Tax Report for the City of Aspen

Attached is the City of Aspen’s monthly report for consumption based tax collections. This report
includes year to date analysis of the City’s sales tax and lodging tax collections through January
2010, Aspen’s portion of Pitkin County’s 3.6% sales tax collections through December 2009 and real
estate transfer tax (RETT) collections through February 2010.

The current report suggests Aspen’s recent declining economy is beginning to improve. Sales
taxable sales for January 2010 showed that we were 4% up in January. However, starting in
September 2009 the City of Aspen tax rate decreased from 2.2% to 2.1% or stated another way the
tax rate is now 4.5% lower than prior to September. Therefore year to year revenue comparisons
will not be relevant until September 2010. We added an industrial category for Automobile. The
Automobile sales tax is collected by Pitkin County and remitted to us monthly. The amount is highly
variable and has previously been included in our General Retail category.

Lodging tax collections for January were up 6% from last January.

Aspen’s portion of Pitkin County’s sales tax for December 2009 (one month behind city collection
statistics because they are collected by the State of Colorado) were up 1% from 2008.

The year to date activity for Wheeler and Housing real estate transfer tax collections through
February 2010 were 64% down compared to February 2009. Wide fluctuations in the real estate
transfer taxes are the norm. Both of the RETT’s are reflecting a year to date amount below 2009
most likely a result of closing of units at the Residences at the Little Nell and other fractional in
2009.
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