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 2009 Budget

DATE:        10/29/2008

REVISED:  12/30/2008

Please find attached the proposed budget for the period of January 1, 2009 – 

December 31, 2009:

 
Introduction:

With everyone’s assistance and a considerable concentration on the task, we were able to compile a budget which reflects a 0 percent increase in taxes from Municipal operations and the Capital budget.  While expenses are up, at least preliminarily, sufficient revenue sources were identified.  

The bottom line of the municipal operating and capital budget for 2009 is $2,874,006

which is $79,919 higher than 2008 or 2.9%.   Nearly every vendor the Town utilizes has again this year increased its costs resulting in necessary increases in the Municipal Budget.

The bottom line of the municipal revenue budget for 2009 is $1,970,766 which is $83,427 higher than 2008 or 4.4%.  State Revenue Sharing is projected to increase $25,000 over the 2008 budgeted amount.  Unless there are law changes, State Revenue Sharing continues to be projected as an excellent revenue source by the State of Maine.   As a service center, we receive an additional allocation.  $58,427 is from General Fund Revenues which are projected to increase due to (1) current trends with user fees at the transfer station; (2) Taxes Interest due to the interest rate increase and the economy; and (3) unappropriated surplus.  As excise tax has decreased significantly this year, the account was adjusted down until the economy turns around and people start purchasing new vehicles once again.  User fees are estimated to be above budgeted amounts for the transfer station.  The rates charged for the disposal of trash by the haulers are still much less than the actual disposal cost at many facilities.  With the increase in interest rates and taxes coming in slower, the Town is earning more interest on the outstanding accounts which can then be utilized to balance out the effects of some other revenue sources which are not doing so well.  The amount from unappropriated surplus was also increased as the Town did not allocate a second allotment during 2008.  Therefore, we have the ability to use that allotment now.   Please note, any increases projected in the budget are not due to fee increases approved two years ago to cover the Town’s cost of processing certain permits, applications, and services.  

These proposed allocations will reflect a decrease of $3,508 in the amount of taxes to be raised for the 2009 municipal budget over the level of the 2008 allocation.
A.  Budget Goals:

The 2009 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 2008.  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; and gas which need to be budgeted at current costs.  

d. Any new items required to meet state or federal requirements, implementation of laws or contractual increases need to be budgeted at the amount that is needed.

If cost savings ideas led to a lower budget recommendation, this was budgeted.  As we had done this for six budget periods, very few additional efficiencies were located.  A few  accounts were re-aligned and several 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 3% affording employees a raise due to 

           the cost of living increases found in everyday life.

    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 2009 which had not already been addressed.  A complete list of proposed capital financing for 2009 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 – 2008.  The document has been extended to 2013 which reflects a five (5) year capital plan plus the six (6) year history of projects from 2003 – 2008. This has become a very helpful document for research and prioritization.  The Water and Sewer Enterprise Funds 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.  With the cost of most services increasing from vendors, having budget goals is additionally important this year - as just maintaining current services will cost more.  The 2009 Budget detail is under Tab 3 while the 2009 Expense Budget is contained in Tab 4.

The following budgets reflect a reduction in the bottom line:

01-25 Assessing – the current arrangement has continued, therefore, we 

 partially decreased the allocation for additional help

01-40 Municipal Building – electricity costs have decreased with the new lighting

10-15 Cemeteries – very minor decrease from reallocation of budget lines

15-05 Transfer Station – reduction is due to the deletion of the one-time account

for infrastructure enhancements

35-05 Municipal Unclassified – Deleted the MSRS Administration fee as the Town

has not been billed for it for several years and lowered the educational 

reimbursement fund to match level of use

50-05 Debt Service – based upon the Indebtedness Chart which shows that 

the level of debt for regular municipal functions has decreased slightly

for interest payments

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

01-30 Legal Services

01-55   Insurance

05-20   Street Lighting

30-05  General Assistance

40-05   Community Services/Social Services

B. Notes For Review of the Budget:
Listed below are notes on categories affecting the entire budget: 

1. #05-05:  Health Insurance - Utilized the 8% 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.

3. #05-15:  Workers’ Compensation – Utilized the current rates projected by MMA.    Hopefully our experience mode will decrease, therefore, assisting in lowering this projection.  We implemented more worker safety programs and training in 2008 which should assist with the cost of the insurance in future years.  Our training programs have assisted the Town to date.  The Safety Committee has met numerous times during the year with action items for enhancement to programs/activities. 

4. #30-05:  Electricity – Accounts were reviewed for expenditures through 09/30/2008 

      and adjusted accordingly.  CMP does not project an increase for electricity.  The 

     Town is signed up for the MainePower Cooperative which has assisted in lower rates.  

      Unfortunately, the surcharge which was added to the electricity grid that Maine is

      located in has an added increase charged to every kwatt utilized during the peak

      period. This increase ended up being projected as 8%+ on top of our regular bill, 

      therefore, what we saved through joining the cooperative was used up by the new 

      charge in 2008.

5. #30-15:  Telephones – The expenditures through 09/30/2008 were reviewed and accounts adjusted for 2009.  The Town’s 2006 bid resulted in lower telephone costs for basic service which we were able to extend for a total package over a 7 year period.  A few accounts, however, are showing increased costs due to long-distance calling that is currently being reviewed.  Most accounts are doing very well.  

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 electricity costs, I will report on those budgets which exceed $4,000 and/or are due to other reasons:

01-20:  Finance  - Increases in personnel costs (pay, benefits and costs only, no increase in positions or hours) as well as increases in postage usage as the Town takes on more functions.  In addition, Harris Software (formerly TRIO) costs are also going up 8% in 2009.










+$5,049

05-10:  Police Department – This will be the first year of a new agreement.  Since negotiations have not started, this budget was built upon the Town goals.  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.  This has not been utilized very much for training.  It has been used for a couple of gym membership fees which does help with physical fitness.  With automatic wage steps for years of service, the police officers have an additional benefit.  Overtime has run over for a number of years due to shift coverage under the agreement and emergency situations.  In 2007, we had reviewed all personnel lines and concentrated on matching the use of overtime for the full-time officers to specific needs and training as well as focused upon the use of reserve officers.   The increase is nearly entirely due to personnel costs and gasoline for the vehicles.












+$15,469


05-25:  Animal Control -  This account was hard hit in 2008 with the closure of the small animal shelter that the Town had used.  The Police Department ended up going to Skowhegan, which has provided excellent service, however, is much more costly.  The new ACO is also much more active than past officers.  Therefore, this department is being budgeted at actual costs which have increased.



+$4,646






10-05:  Public Works –  This department is the hardest hit by increases.  The major increase in this account was in the one-year Snowplow Contract for $18,600.  Increases in personnel costs (pay, benefits and costs only, no increase in positions or hours) as well as diesel, gas and fuel oil have led to this increase.  The increase for 2007 was  $12,257 for these items and in 2008 it was $9,757.





+$34,329

15-05:  Transfer Station –  Very good news was received by the Town when the bids for the disposal fees for solid waste were opened last year which allowed the Town’s tipping fee to decrease from $60.10/ton to $50.00/ton.  For 2009, the tipping fee will increase to $51.00/ton which is still a decrease of over 15% in cost.  In 2008, we were able to make some improvements, which included new gates for both the facility access and the route to the woodpile, and upgrading the back access to the woodpile.  Gravel work was also budgeted for at the facility for the roadway.  Due to the high cost of pavement, the facility’s access road could not be paved at this time.   Increases in this account were in personnel costs (pay, benefits and costs only, no increase in positions or hours) and diesel.  However, due to the deletion of the one-time site upgrade account, the budget has decreased slightly.








-$4,110

15-10:  Recycling –  Includes increases in personnel costs (pay and benefits only, no increase in positions or hours) as well as increases in fuel oil and the Recycling Curbside Pickup Contract to reimburse Palmyra for increased fuel costs.

+$7,424

25-10:  Library -  Includes increases in personnel costs (pay and benefits only, no increase in positions or hours) as well as contracts and fuel oil.

+$7,831

75-05:  Sewer Enterprise Account -  Although the water and sewer enterprise accounts are not part of the actual municipal budget, they will be mentioned here briefly.  The Sewer Enterprise Account has a 25% increase in the budget to even begin to meet the current demands of the department for bond payments and some improvement of the system.  Having taken out a second loan to address some of the problems in the system, the budget would have to increase in 2009 as the first payment on the loan will be due.  Now that the majority of the water meters have been installed, the Town has the ability to proceed forward with a rate increase which is desperately needed.  Everyone is aware that the Town’s rate structure is the second lowest in the State of Maine and that it does not provide for anything beyond basic maintenance.  The system requires substantial improvement and there will need to be rate increases over the next several years to allow for the necessary sludge removal process and rehabilitation to the sewer collection system for better service to customers.

D.  Revenue Projections:  

The 2009 estimated revenues are contained in Tab 5.  The bottom line of the municipal revenue projections for the third quarter of 2009 has come in just below the three-quarter period collection percentage (75% of the budget period with 71.5% collections).  Revenue projections for 2009 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, increasing the allocation for 2009 as we have added the sale of town

owned equipment to the tax acquired property that needs to be sold.  The potential 

exists of having to sell one tax-acquired property each year as the former owners 

do not want to make payment plans with the Town.  The purpose of our program is 

to offer prior owners the ability to once again own their property.  The Town only 

sells property after making considerable attempts to work out a payment plan.

01-10-40 Reallocations: Discontinued this program in 2005.  Re-instated this account

        for 2009, after a thorough review of all accounts.  The Town Line Reserve should


be closed and the balance as of 09/30/2008 of $13,506 applied as a revenue to


reduce taxes.  In addition, the Town has been booking the municipal portion of the 

plumbing fees for many years on the general ledger and these fees can be utilized 

as a revenue source.  It is recommended to budget $4,494 of this account.  This will 

result in $18,000 in Reallocation funds for 2009.  

01-20-15 Taxes Interest:  Increase in projections as the interest rate established as 

         the maximum rate by the State on outstanding taxes continues to increase.  As tax 

collections decrease, this account increases as more taxes will be outstanding and 

interest will be due.  Receipts were considerably higher in 2008 to date than 

projections due to the interest rate and the economy.

01-25-25 Assessing – Tree/Veterans Reimbursement:  We were one of the Towns

         impacted by the State’s change in assessments, thus, this account shows another

         significant decrease again this year.

10-05-05 Motor Vehicle Excise:  With the extended slump in the economy, motor 

         vehicle sales have substantially decreased which has resulted in significantly


decreased excise tax receipts.   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.  Generally, prudent budgeting allows for increased 

allocations from the unappropriated surplus account to be made to lower taxes the 

next year.  For 2009, prudent budgeting is simply needed to protect the Town as

this usually very solid revenue source has showed significant decline in 2008.

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

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


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


as a revenue source to offset cemetery operations.  For 2009, the Town will 

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

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

15-05-05 Transfer Station – MSW Haul Fee:  During 2007, the Town of Detroit went

         out to bid receiving low pricing for hauling of its MSW, therefore, the Town of

         Pittsfield does not haul for Detroit anymore.  This account was decreased 

substantially to reflect that change.  As there may be opportunities to haul for other 

communities, the allocation has been reduced rather than simply deleted for 2009.

15-05-15  Transfer Station – Regular Town User:  This account is for the reimbursement

         of the Town’s cost for demolition debris and asphalt shingles from contractors and

         commercial haulers at 100% and the cost of MSW from commercial haulers at

         50% of the Town’s cost.  Projections were conservative during the first year as

         we tried out this new program to cover the Town’s costs.  A number of contractors, 

builders and individuals have been utilizing this service.  With the trash haulers

using this facility more, this account has been increased for 2009 while still being

conservative.

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

         sold and more efficiency, this account has remained a steady producer over the 

last few years.  To deal with the very recent changes in the marketplace, the 

account was decreased slightly.  The new baler allows for much more efficiency.  

  25-15-05 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 received, therefore, the projected revenues budgeted will 

           be less than the expense allocation budgeted for 2009.  There is a slight 

           reduction in revenues projected for 2009 due to current trends.  This account has


been steadily decreasing the last several years.

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 Taxes Interest, and an increase in Unappropriated Surplus funding were helpful in bringing the Revenue Budget in at an increase of 4.4%.

E.  Conclusion:
During the last six 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 sixth year. The increases in expenditures are due to increases in personnel costs and the increased cost of heating and transportation as well as contractual costs.  Therefore, due to the market increases in heating fuel, diesel, gas, and contracts/vendor costs, these accounts have been increased as necessary.  

Everyone has done an exceptional job over the last six fiscal years to be able to maintain current services and actually implement new programs on reduced budgets.  Now, we are finding that there is simply no where to cut anymore unless it is services.  It has been a struggle to continue to keep services at the current level with all of the financial constraints from increased costs.  We will continue to work on important areas such as 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 still 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/Consolidation.  The Town continues to function 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 4.53% over last year’s commitment.  LD 1 is applied to the overall tax commitment which includes the school assessment, county assessment, tax increment financing districts and overlay.   The State’s Average Personal Income Growth which towns are allowed is 2.28%.  The Town’s total LD limit for the tax commitment is 6.81%.  The actual budget increase for the Municipal Budget has come in at 2.9% and at this time, we do not know the effect of the town’s valuation for April 01, 2009.  Depending upon many other variables such as other governmental assessments, I will look at the possibility of increasing the amount of unappropriated surplus to be applied to the municipal revenue budget as the budget process proceeds.  If tax limits, tax reform or another TABOR effort is implemented, it is highly likely that alternative budgeting may be required in the future.  

The Town’s policy to review unappropriated surplus has been of assistance during the last seven budgets.  This fund is a surplus that have accrued from unexpended operating budgets and unanticipated excess revenues.  This surplus provides financial stability to bond holders and rating agencies.  Preserving an adequate fund balance sustains financial stability for the Town.  In addition, it lowers the amount of the Tax Anticipation Note that the Town must acquire each year.  Each year during budget time, the Town Council reviews the budget and the amount of funds that can be taken out to lower taxes for that budget period and still maintain an adequate balance for the Town.  The Town tries to maintain $1 to $1.1 million in the fund to address three months of operating expenses and to provide funds for unexpected emergencies.

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