F O R    Y O U R    I N F O R M A T I O N

TO:         Town Councilors

FROM:    Kathryn Ruth, Town Manager

RE:         Proposed 2006 Budget

DATE:    10/26/2005

Please find attached the proposed budget for the period of January 1, 2006 – 

December 31, 2006:

A.  Budget Goals:

The 2006 budget was compiled using the following goals:

1.  Departmental Budgets: If at all possible, the bottom line of the department’s budget would be held as close as possible to the level approved for 2005.  All departments were asked to:

a. Review their entire operations to determine priority basic services, optional services which are helpful or extra for customers, and staffing needs.  

b. Fully examine all services for cost savings; alternative revenue services; cost-

     sharing; joining with another department or entity to provide a service; and other 

     creative ideas.  

c. Strive for as close to a 0% increase in their operational budgets with the exception 

     of fuel oil; diesel; gas; and mileage reimbursement which need to be budgeted at 

     current costs.  

d. Any new items perceived to be crucial in order to enhance efficiency and 

     effectiveness of a department that can not be fit into goals listed above may be 

     submitted separately with full explanation.  The Additional Request forms will 

     not be included in the bottom line of the budgets being submitted as we 

     need to compare apples to apples.  The Additional Items are included at the 

     back of the budget book under Tab 9 for review once the basic budget review is 

     completed.  Therefore, for the first time in several years, items which are above the 

     budget goals and considered essential will be considered.

If cost savings ideas led to a lower budget recommendation, this was encouraged. More accounts were re-aligned and a number of accounts were decreased or not funded as part of the overall budget revamping that takes place each year.

2.  Personnel costs: These costs were calculated in accordance with the following 

premises:

     Wage increases were budgeted at 2% affording employees a raise to begin to 

bring wages in line with other municipalities (Wage Review with similar 

positions under Tab 10); 

    125 Café Plan Reimbursement was capped at 70% (same as last year); and

     Other Benefits/costs were left intact reflecting estimated increases if applicable.

3.  Capital Requests:  As the Town has a Capital Budget/Capital Improvement Plan (CIP), departments were asked to submit any new requests for 2006 which had not already been addressed.  A complete list of proposed capital financing for 2006 is detailed in both the Budget and the Town’s proposed Capital Budget/Capital Improvement Plan under Tab 6.  The original CIP covered the years 2003 – 2007.  The document has been extended to 2010 which reflects a five (5) year capital plan plus the history of projects from 2003 - 2005.  This has become a very helpful document for research and prioritization.  A draft Water/Sewer Capital Budget/Capital Improvement Plan is described under Tab 7.

Budget guidelines are a necessary tool to control costs and maintain the tax rate at a level which is as affordable as possible for the taxpayers.  Without establishing these goals, a great deal of time would be spent sorting through proposed expenses by the Town Council and Town Manager.  The 2006 Budget detail is under Tab 3 while the 2006 Expense Budget is contained in Tab 4.

The following budgets reflect a reduction in the bottom line:

  
01-35    Elections



   15-10   Recycling/Processing Facility

01-45    Community/Ec Development
   20-05   Airport

01-60    Insurances

                        35-05   Municipal Unclassified

05-20    Street Lighting

Although the individual budget lines were reviewed and adjusted to reflect necessary expenditures and basic activities, the following accounts were able to reflect the same bottom line as last year:

01-05    Town Council

             05-25   Animal Control

01-025    Assessing


             10-10    Buildings and Grounds

01-030    Legal



  40-05   Community & Social Services

With the assistance of the department heads, we were able to compile a budget which reflects a 3/10 of 1 percent increase in taxes from Municipal operations and the Capital budget.  Although not a 0% increase in taxes from Municipal operations that the Town has been fortunate enough to have had for three years, it still exceptional in these times.
The bottom line of the municipal operating and capital budget for 2006 is $2,453,764

which is $79,983 higher than 2005.  

The bottom line of the municipal revenue budget for 2006 is $1,720,465 which is $74,900 higher than 2005.

These proposed allocations will reflect an increase of $5,083 in the amount of taxes to be raised for the 2006 municipal budget over the level of the 2005 allocation.
B. Notes For Review of the Budget:
Listed below are notes on categories affecting the entire budget: 

1. #05-05:  Health Insurance - Utilized the 12% projected increase in rates advised by MMA.  If the rate comes in lower during the budget review process, we will revise the budget accordingly.  

2. #05-10:  Unemployment – Calculated as 3% of the first $12,000 of each full-time and part-time position with the exclusion of the Fire Department.  A 0% increase in the premium was projected.

3. #05-15:  Workers’ Compensation – Utilized the 0% rate increase projected by MMA as the Town’s experience mode has decreased.  With more worker safety programs for training and each department head overseeing their department, less injuries and claims have resulted.  We have plans to implement more safety programs in 2006 which should assist with the cost of the insurance.  The Town’s experience mode continues to decrease.

4. #30-05:  Electricity – Accounts were reviewed for expenditures through 09/30/2005 

      and adjusted accordingly.  CMP projects a rate increase for the electricity and the bid 

      that went out through CMP for the transmission of the electricity has resulted in a 

      stabilization of the larger accounts.  

5. #30-15:  Telephones – The expenditures through 09/30/2005 were reviewed and accounts adjusted for 2006.  The Town’s bid resulted in lower telephone costs for basic service which we were able to extend for a total package over the next 7 years.  Some accounts also show cost savings due to a focus upon reduced long-distance calling.   The accounts were adjusted accordingly.

C.  Major Increases/Decreases:  

In the past, I have depicted the details on the increases and/or decreases in the bottom line.  As most of the budgets have increased due to personnel costs, fuel increases, diesel and gas increases, and travel expenses as detailed in the budget goals, I will report on those budgets which exceed $2,500 and/or are due to other reasons:

01-20:  Finance – In 2005, the budget was decreased $16,612 due to the Town’s continued streamlining of positions and departments.  This decrease took place due to increased office management.  In 2003, the tools were provided to streamline the accounting and financial recordkeeping from five (5) systems to one (1) comprehensive system allowing for increased efficiency, effectiveness and reconciliation ease.  The 2006 budget allocation will continue to focus upon streamlining and bringing office procedures under the direction of the Assistant Treasurer/Bookkeeper for enhancements.  A small allocation increase is projected for the Postage meter rental and maintenance to meet 2006 standards.  We continue to concentrate on streamlining and updating services.  The increase projected is nearly all due to personnel costs.


+$5,041

01-40:  Municipal Building:  This account had steadily decreased over the last three years through cost savings, changes in services made, consolidation of services and budget trimming.  The increased fuel costs can no longer be absorbed into the budget as has been the case in the past years.  We will continue to refine costs while starting some building maintenance plans for the structure.  This account services both the Fire Department Furnace and the Town Offices/Police Station Heating and Cooling System.

 As these systems are aging, the Town created a Municipal Building Capital Account to 

 begin funding to address major repairs/replacement.



+$2,972

05-10:  Police Department – This will be the first year of a new agreement.  Since 2003, this budget has reflected the ability to provide the police officers with the same benefits as the other employees – insurance package and Café 125 program option in addition to adequate compensation for retention.  Mandatory training was also increased in 2003 to reflect necessary trainings and educational incentive.  With automatic wage steps, the police officers have an additional benefit.  The Chief has cut back on as many expenses as possible.  Overtime has run over for a number of years due to emergency calls, shift coverage under the agreement and the availability of reserve officers.  The Chief is implementing regulations regarding reserve officer coverage.  The increase is entirely due to personnel costs.   







+$14,459

05-15:  Fire Department –  In addition to the budget goal adjustments for diesel and gas, this budget includes the Incentive Pay Plan proposed by the Fire Chief after review.  The  Incentive Pay Plan is comprised of the following stipend plus hourly wages:

Stipends:






   
Hourly Rates
Chief


$1000/year – same as present

$ 12.60/hour

Assistant Chief
$  500/year – same as present

$ 10.45/hour

Captain                    $  230/year – increased


$   8.95/hour

Lieutenant

$  168/year – same as present

$   8.70/hour

Firefighter

$  100/year -  prior stipend that 

$   8.00/hour

  was dropped years ago








+$3,748

10-05:  Public Works – In 2005, considerable time was spent to further refine the costs, work scheduling and project areas for the public works department.  In 2004, overtime costs were less than 2003.  In 2005, part-time labor, call-out time, and overtime budget lines were decreased resulting in a budget that is $7,568 less than 2004.  For 2006, the increase is due to personnel and fuel costs under the budget goals along with the increased cost for Snowplowing with the fuel adjustment of $2,400.

+$10,653 

15-05:  Transfer Station – This increase contains the budget goal adjustments for personnel; fuel; diesel; and travel.  The budget is also affected by a contractual increase in disposal costs for solid waste, tires, and demolition debris.  With the tipping fee increase from $57.25 to $58.95 for solid waste and bulky waste and other rates increasing from $72.00 to $75.00 per ton for special waste and $95.00/ton to $97.00/ton for tires, the contractual account has increased by $5,940.  We continue to focus on pulling recyclables out of the waste stream and decreasing the tonnages disposed of as the community grows.  The Recycling Committee has established a focus upon re-use for 2006.  Overtime costs continue to decrease and will be focused upon for next year.  The Recycling Coordinator is emphasizing cross-training in the department and in assistance to other departments.







+$13,177

15-10:  Recycling – Due to continued enhancements in scheduling and workflow, personnel costs can be decreased.  A part-time position was left unfilled last year and operations have worked well overall.  With a new baler in place for 2006, continued enhancements in processing will be accomplished.  The recycling contractual contract line has been left at the budgeted level from 2005 in anticipation of sharing resources with other communities on our joint recycling projects.



-$3,567

50-05:  Debt Service:  This account increases as the Town adds on debt for municipal services.  In 2007, the Town will have the first payment due on the new Fire Pumper in the amount of $18,455.  In addition, with interest rates increasing and the need to borrow more funds during the summer on the Tax Anticipation Note as our surplus decreases, the TAN interest account has been increased by $3,075.



+$20,520

D.  Revenue Projections:  

The 2006 estimated revenues are contained in Tab 5.  The bottom line of the revenue projections for the third quarter of 2005 has come in above the three-quarter period collection percentage (75% of the budget period).  Revenue projections for 2006 are based upon the current year’s trends and re-calculation of several revenues including:

01-10-15 Sale Town-Owned Property:  Continue this new program to supplement 

        revenues, decreasing the allocation for 2006 as the Town has considerably less

Tax Acquired Properties on the tax rolls due to installment plans.  The purpose of

our program is to offer prior owners the ability to once again own their property.

The Town only sells parcels after making considerable attempts to work out a 

payment plan.

01-10-40 Reallocations: Discontinued this program in 2005.  The account will be re-

        instated in 2007 after a thorough review of all accounts and determination of 

        those accounts to reallocate over another multi-year period.   A review this year

        only projected one reallocation available for distribution.

01-20-10 Investment Interest:  Increase in projections as the interest rate on 

         investments continues to increase.

10-05-05 Motor Vehicle Excise:  With increased efficiency in the new motor vehicle

         program for excise tax calculation and more vehicles being registered, this account

         may be increased.  It is always important to be prudent in budgeting for excise tax 

         because if one company moved its operations or new vehicle sales slumped, the 

        Town could be faced with a major revenue shortfall that would freeze or reduce 

         services very quickly.  Prudent budgeting allows for increased allocations from the 

        unappropriated surplus account to be made to lower taxes the next year.

10-15-10 Cemetery Trust Income:  Third year budgeting for the use of trust income 

         from the consolidated cemetery trusts.  In accordance with the spending policy


in the new Ordinance, 2% of the overall fund will now be drawn on a yearly basis


as a revenue source to offset cemetery operations.  For 2006, the Town will 

 
continue to have a capital list of cemetery projects for addition to the Town CIP 

           and for investment purposes for the management of the cemetery funds. 

15-10-05 Recycling Income:  With increased recycling, increased prices for tonnage 

         sold and more efficiency, this account has been increased.  It will be interesting to 

         observe the effect of the new baler and the ability to add on recycling projects.

  25-15-05 and 25-15-10  Theatre:  Revenue calculations are based upon current year 

           trends.  It is realized that the operational costs (and capital expenses) can not


completely be covered by the revenues realized, therefore, the projected revenues 


budgeted will be less than the expense allocation budgeted for in 2006.

All other general revenue accounts were reviewed to determine trends this year.  Overall, we were able to increase revenues.  Projected increases in State Revenue Sharing and Excise Tax will be helpful in bringing the Revenue Budget in at a slight increase.

E.  Conclusion:
During the last three budget cycles we have been able to maintain revenues by continuing to utilize and create alternative sources, re-allocating funds from projects which have been completed in prior years and re-calculating other sources.  We have continued to utilize some of these trends for a fourth year. The increases in expenditures are due to increases in personnel costs and the increased cost of heating and transportation.  These items can no longer be adjusted as the pricing goes up by not completing a project or updating equipment.   Therefore, due to the considerable market increases in heating fuel, diesel, gas and travel, these accounts have been increased.  

We have done an exceptional job over the last three fiscal years to be able to maintain current services and actually implement new programs on a lower budget for three years in a row.  We will continue to work on important areas such as continued consolidation of purchasing between the departments; sharing of support staff necessary to complete work; and additional enhancements to service.  I am very proud of the teamwork and support of the department heads.  It has made all the difference in achieving worthwhile programs for the community, adding on workload, and moving the Town forward.  Progress has been considerable and there is much more to work on next year.

During the budget process, important influences on the Town’s tax rate need to be monitored.  These items will include revenue trends, the County Budget process, and School Budgeting.  The Town is now functioning under the budget cap from LD 1 which calculates the growth limitation factor on the core municipal commitment.  The Assessor has calculated our allowable percentage as 6.91% over last year’s budget.  Considering that the Town has been on its own budget cap for the last three years, this cap far exceeds the increase for catch up on personnel wages, fuel, gas, and diesel.  This increase has come in at 3.1% for municipal services and 2.9%  when adding water and sewer services.  In addition, the Town’s Assessor will be requested to review all building permits and estimate a valuation for 04/01/2006 so that we will have a figure available to calculate a very approximate tax rate.  This will help to further refine the calculation of funds to take from unappropriated surplus to assist in reducing the tax burden.

If you have any questions, please do not hesitate the Assistant Treasurer or myself at the Town Office.  THANKS for your assistance in this matter.
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