MOCK CITY COUNCIL MEETING

The Scenario

The City of Celebration needs to adopt its annual budget. When the City Manager presented
her budget proposal to the Mayor and City Council, she advised that the City should be able to
complete many projects during the next fiscal year. However, she warned that any negative
changes in the local economy could significantly impact the City’s projected revenues.

One week after the City Manager presented the proposed budget to the Mayor and City Council,
the Rabbit Head Corporation announced plans to close three of its manufacturing plants during
the next three months, including their facility in Celebration. Rabbit Head, having 450
employees, is the City’s largest employer. Only 20 administrative employees of the Celebration
clothing plant will remain with Rabbit Head after the plant closes.

For many years, a large portion of the City’s revenues have been derived from property taxes
and occupational taxes paid by Rabbit Head. The City’s Finance Director estimates that the
City’s revenues will decrease by approximately $500,000 during the next fiscal year due to lost
property and occupational taxes. While the loss of a major employer and the sudden
unemployment of 430 workers will likely cause a decline in the region’s retail sales, it is
unknown how much the City’s sales tax revenues will be impacted.

As the Mayor and City Council prepare to hold a public hearing on the proposed budget, it is
evident that the proposed budget will have to be revised. Since State Law requires that all cities
must have a balanced budget, the City Council must either: a) eliminate certain proposed
expenditures from the proposed budget; or 2) generate additional revenues through increased
taxes and fees. Since a tax increase is not politically feasible, the Mayor and Council direct the
City Manager to develop an alternative proposal that reduces expenditures by $500,000 while
continuing to provide basic City services at their present levels.

The City Manager met with the City’s Finance Director and with the City’s department heads to
discuss each department’s budget and to examine potential sources for further reductions.
Some department heads were afraid that they would be unable to hire additional employees.

The City Council was faced with the following issues as they reviewed the City Manager’s
revised budget proposal:

¢ Many residents were concerned that needed recreational improvements at the City’s
park would be postponed or eliminated.

o Certain business leaders were concerned that the City would be unable to purchase
a new fire truck needed to serve a new high-rise office building and hotel project.

¢ Many City employees were concerned that they would not receive raises next year.
Many residents faced unemployment due to the closing of the clothing plant.

The Decision to be Reached
The City’s annual budget must be approved by a majority of the City Council, with the Mayor
voting in the event of a tie.

The “Players”
The key players involved include the Mayor and City Council, the City Manager, the City’s
Finance Director, and the City’s department heads.




