Tax Alternatives and Revenue Enhancements Committee Report

The Tax Alternatives and Revenue Enhancements Committee (T.A.R.E) was created by the Village of
Waterville Council through a motion made by Councilman John Gouttiere and passed unanimously by
Council Members at their May 24™, 2010 Council meeting.

The purpose of the T.A.R.E committee is not to recommend but fo study and provide findings on all
reasonable forms of taxes and or revenue enhancements available and practical and make a report to
council of all forms studled providing the pros and cons of said tax or revenue enhancement, the
procedure for its implementation, the method of assessment and collection, the anticipated income to be
derived, get community input as to these alternatives to see which is palatable and any other useful
information for evaluating the benefits of said tax or revenue enhancement by Council as a whole. While
the committee was not tasked with looking at reducing costs, as this is done yearly as part of the
Operating Budget process, a few opportunities were discussed during our meetings and administration is
reviewing. The committee was charged to make a final report to council in October 2010,

The committee consists of 6 Waterville residents, 3 Waterville Council Members, the Waterville Finance
Committee Chairman, as well as the Village Finance Director, all of which were confirmed by Waterville
Viltage Council at their June 28" meeting. The members include;

Dean Barley, Lana Evans, Willlam Hann, Ted Kaczorowski, Douglas Parrish, Lonnie Prince, Ann Cherry,
Mike Metzger, Tim Guzman, Tom Titus and Dale Knepper. Recording Secretary for the committee is
Nancy Perry.

During the first meeting held on July 12", the committee selected Vice Mayor Tim Guzman as the chair of
the T.A.R.E committee and started its work on the report.

The committee met formally on July 12", August 2™, August 17", August 31%, and September 21* In
addition, the members completed individual investigations and follow-up mestings on their own.

Attached and identified as Exhibit A (3 pages) are the consolidated T.A.R.E committee findings that
include type of revenue enhancement, committee comments, revenue increase, and method of
assessment and process of implementation.

Attached and identified as Exhibit B {1 page) is a list of Walterville Tax Facts that the committee felt that
Councli and the Waterville residents should be made aware of.

Attached and identified as Exhibit C (6 pages) is a summary of annual income taxes and property taxes
paid to various NW Ohio municipalities based on an average home value of approximately $155,000 and
a taxable household income of $60,000. The summary also includes samples of taxes for an individual
who works within the Village and pays the authorized 2.0% income tax rate versus an individual who
works outside the Village of Waterville and receives a tax credit for income taxes paid to another
municipality.

Attached and identified as Exhibit D (1 page) is a summary of municipalities in NW Ohio and the number
of fuli time employees they have versus 1,000 residents.

Altached and identified as Exhibit E {1 page) is an Income Tax Receipt Summary Report — Y.T.D. of
Business versus Resident income tax collections for years 2006 through 2010.

The committee was formed by Council to provide them with a report on possible taxes and revenue
enhancements; we believe we have fulfilled this purpose. Council now has a tool box to work with, so to
speak, if additional taxes or revenues are needed fo assure that the public services; including Fire/EMS,
police, parks, public works and the infrastructure that the Waterville residents have moved to Waterville
for, is to continue to be maintained.

Thank you for the opportunity to serve Council and the residents of Waterville.

The T.A.R.E Committee
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Waterville Tax Facts: Exhibit B
The Waterviiie Village income tax as approved by the citizens is 2.0%.

In 2008 Waterville received 1,948 total resident income tax returns of which 1,355 returns received a credit of
1.0% to 1.5% of the Villages maximum 1.5% tax credit for income taxes paid o other communities.

70% of Waterville residents who flled an income fax return in 2008 received a tax credit of up to 1.5%
resulting in the Village receiving between .5% to 1.0% in income tax and not the full 2.0% income tax as voted
and approved by the citizens,

Only 30% of Waterville residents who filed an income tax return in 2008 paid the Village of Waterville the full
2.0% Income tax as voted and approved by the citizens.

There is no reciprocity of income tax between communities, In other words the Village of Waterville does not
receive any of the income taxes paid by our residents to another community.

Assuming a median household income of $75,000 and that the resident receives the tax credit of 1.5% (since
they work and are taxed ouiside of the Village of Waterville), the actual Income taxes paid fo the Village from
that household is $375 for the year.

The 2010 Lucas County Real Estate taxes on a Waterville home with a assessed market value of $216,700
(and a 35% taxable value of $75,850) pays $3,736 in real estate taxes of which 6.21% of this or $232 is
received by the Village of Waterville for the year. The remaining 93.79% goss to Anthony Wayne Local
Schoot District, the Penta County Joint Vocational School, TARTA, The Toledo Zoo, Metroparks, Child
Services, Developmental Disabilities, Mental Health/Recovery, Toledo/bucas County Library and ofhers.

The taxes received from a typical Waterville household described above In 2008 was $375 from income taxes
and $232 in real estate taxes for a total of $607 or just over $50 per month fo provide 24/7 Viltage services.
The $50 a month is about what a family may pay per month for high speed internet access.

Waterville is essentially a bedroom community; approximately 5.5 to 7% of the revenue collected by the
Viltage comes from the business base in Waterville while 94.5 to 93% of the revenue collected come from the
residenis. This business collection percentage is very low when compared to surrounding communities that
have a larger business/commercial base.

The Village Income Tax paid by residents is not levied against: pensions, annuities, certain disability benefits,
active duty pay of members of the armed forces, certain unemployment benefits, dividends, interest income,
or other similar income.

Taxes received from income and real estate taxes have both been down in last iwo years, currently tax
receipts are down 5% over 2009 YTD or $85,000. The Village expects the tax receipts fo finish at 2.8% down
for 2010 vs. 2009 or $68,000 below 2009 receipts.

Major budget cuts have been made in past three years with the budget to help offset the level of tax
reductions. In addition to get to a balanced budget - Council voted fo divert to the General Fund, $69,000 in
dedicated funds from the Park & Recreation Fund as well as $172,000 dedicated to the 5-Year Capital
Funding Program for FY2010, Council can not continue with the diversion of these funds and continue to offer
the level of public services and Infrastructure replacement that has made Waterville a deslrable area to live.

In addition, if the Village does not maintain an average General Fund carryover balance of one month of
operating expenses, we jeopardize the chance of receiving the lowest interest rates when our municipal notes
(Debt Service} come up for renewal. Currently to do this we would need to add approximately $100,000 in the
General Fund to get to this level of a carryover balance.

2011 Outlook - To get back to funding our parks and proper funding of the five-year capital projects and to
assure low note interest rates, the Village must stop diverting money from the Parks Fund ($69,000), stop
diverting from the 5-Year Capital Fund by getting back to the Income Tax split of 75% General Fund / 25%
Capital Fund level ($172,000), deal with the 2010 income tax expected shortfall of ($68,000) and boost the
General Fund carryover by ($100,000) for continuing of low rates on notes/bonds that are sold, These items
add up to $409,000.
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