MEMO

CITY OF CARIBOU

TO: City Councll
FROM: City Manager
RE: Third Draft 2012 Municipal Budget — Expense, Rvenue, & CIP

DATE: March 6" 2012

The Third Draft of the 2012 Municipal Budget isaathied. The entire Budget Book has been updated
pursuant to Council actions on the 2012 Capitalrbwements Program as well as reductions taken
within the Expense Budget. The Budget Book isgmésd as a separate document starting with
summary documents as follows:

2012 Budget Ad— A summary of changes by Department, Total Appabipns, Revenues, Municipal
Appropriation, and the estimated Mil Rate efforstgport each. The Reader should note that the Mil
Rate will changes pursuant to this year’s pendavgluation of the entire City.

Impacts 2012 s a summary of the major items, both RevenueExpnse, that are tracked as a
category within the pending Budget.

Cost Categories s yet another set of categorizations that the @itizes to examine the major
elements within the pending Budget.

2012 Capital Improvements -Is a summary of the Capital Improvements Prograast pistory, and
comparisons to the Program as amended by the GaumtCIP Committee

Graphs —A series of six graphs are next that examine tlaagés to Expenses, Non-Property Tax
Revenues, 6 major Revenues, and net Taxation begrast five years. This should aid in the Readers
understanding of the types of changes and impao$s effecting the Budget in recent years.

Revenue Summary -s the Revenue Report, changes as compared tgelass Budget and
comparisons to Actuals for 2011.

Amendments —Is a Report outlining the last adjustments to &2proposed Budget that were made
to balance the Budget.

Expense Report -A Department by Department Expense Report for &ankxt that looks at two years
of Budget history, two years of Actual history, aramparisons to each.

As attached, the Third Draft indicatesinarease in Expenses of $91,901.42 or 1.028 compared to
2011. TheRevenue Report is $104,350.34 less than that of 20dr a decrease of 1.95%There is
no municipal debt service for this yeaythus eliminating $215,511 of prior assessmeltite iiet
impact on theMunicipal portion of the Net Tax Commitment is a reduction of $9,259.24 or
decrease of 0.12 mils This comparison is based upon the 2011 valusidma not the pending
revaluation for later this year.



Review of Impacts:

Major Employment Costs —increased by $138,213. Gross Wages are proposecdréase by
$78,334.98, or 2.23%. This is comprised of a 2%.&@r 2012 after two years with 0% COLA. The
wages under the accepted Public Works Contractrazempasses as are the Council’s last offerings
stemming from Mediation with the two Teamsters’ tdnPolice, and Fire & Ambulance.

Health Insurance rates increased by 4.56% for 2012 Council authorized three Plan
offerings, two with associated Health Reimbursemfatounts (HRAS). There were major changes
within the open enrollment period coupled with thereases. The resulting increase for Health
Insurance is $51,389.

Employment insurances nearly negated each otltbeiareas of Workers Compensation and
Unemployment Insurance. The City has not paid Usleyment premiums for three years due to our
prior balance and low utilization. The City isigedt payer for Unemployment. Due to changesiwith
Unemployment stemming from the American RecoveryRainvestment Act of 2009, the City's
reserves were drained in 2011. The premium fo220ill be $11,612.

Workers Compensation decreased again in 2012 byl6@, nearly offsetting the increase in
Unemployment. The decrease continues due to tlys@nplantation of a strong safety program, very
low claims and or lost days, and for the subsegsecdnd renewal of the SHAPE program through the
Maine Department of Labor.

Petroleum Fuels -Another year’s worth of consumption data has beeluded into our multi-year
average use. 2011 did not see increased utilizationost departments except for public works due t
the extensive storm damage earlier this year. prioe points have been adjusted and account for the
drastic increase of $94,154.05. For every $0.X@pkon average price point increase in petroleum
products, the City sees an increase of $12,044miiidtration continues to monitor the estimatedri
points for the ensuing year and notes the curnecing within the Budget may not be sufficient tariy
to year end.

Capital Improvements — Through the combined work of the Council and @Guottee, the 2012 CIP has
been amended from the original proposals therethyciag the Program by $221,250. Much of these
reductions were in recognition of a revised Progesmtompassing refurbishment of several major
pieces of equipment as opposed to purchase neacespents. Several areas were also reduced per the
utilization of surplus equipment gained through Erefense Reutilization and Marketing Office

(DRMO) programs, thereby forgoing other new equiptpirchases. The net increase as compared to
the approved program of 2011 is just $1,980 or%.3®Major elements of change for this year are:

1. Assessment Reserve at $136,400 is an incre&&4(f00 over the $62,000 in 2011. This line is
recognized as the capitalization of a 15 year exdiiaary expense that was not fully encumberedthWi
the advent of the new format, change in staffintyio certified assessors, and the ability to penfor
quarterly reviews, assessing is of the opinion ghaéxt revaluation format would be on sales and
market studies only and no sooner than 15 yearsThis line in the future could reduce to $6 —000,
pending quotes from the current revaluation company

2. Municipal Building Reserve is starting this y@arecognition that the CIP has not been fully
accounting for the depreciation and major capéplacements for all municipal buildings. The total
encumbrance is $33,500 for this year, but will Iseiastantially higher request by multiple departteen
in 2013 and beyond. This year’s allocations wal$5,000 towards carpet replacements at City Hall,



$16,500 for phase | of roof replacements at thedrip and $12,000 for a furnace replacement at the
Fire Department.

3. Ambulance Small Equipment Reserve was reducedrtmonly for this year due to acquisitions
through the Forestry Department for medical mositord the sale of our current units. Net sales
proceeds will yield $11, 050 and will be placedte reserve for this year.

4. Streets and Roads Reserve was reduced to fuptherminimum amount of work pursuant to the
City’s Pavement Condition Index calling for 8.21lesiof chip sealed surface and 2.64 miles of asphal
surface per year at the anticipated pricing for20bt yet bid. Savings of $40,000 were bookeddy
allocating 50% of the per mile costs of shared teaance on state-aid roads pursuant to recentgavin
projects by the State.

5. Public Works Equipment Reserve was significaathended. The original program already
accounted for savings due to recent DRMO acquisstiorhe remaining program called for the
replacement of a front line plow truck with rescesof $110,000 for the rolling chassis and $30f000
body and hydraulics, total cost of $140,000. Tigtotecent work with GSA for federal equipment
acquisitions, the program was amended to purchasepfus trucks. Four would be converted to snow
haulers, replacing 30 year old units, and one wbeldonverted for a front line truck. Public works
performs all remounts and refurbishments and cdalthe same under this amended program. Cost
savings of $53,700 were booked.

Road Maintenance Products- This category represents the hard input costseoPublic Works
Director’s requested programs. The program wasfggntly reviewed and adjusted pursuant to the
CIP process. The initial increase of $123,935 emmprised of the increased estimated price points
post bid for 2012 as well as an additional 1 mflendown asphalt over last year and an additionié

of chip sealing on the country roads. The Prognas reduced to the minimum allocations to support
the overall roads program. It eliminated a $40,0608ribution to Reserves, the %2 allocation of &tat
roads, as well as reduced the operational accyr$86,628, net reduction of $76,628.

Winter Deicing Products —The amount of product has not been increased cauparhe average but
the $20,575 increase reflects the increase prit# fur sand, salt, and magnesium chloride.

Ambulance Contractual Allowances & Bad Debt -The Charge Master has been set for 2012 with a
favorable adjustment to Contractual Allowances tuan increase in Medicare Allowable Rates under
Super Rural for 2012. These assumptions hold girelae end of February and will remain provided
Congress re-authorizes the Super Rural designadibim CMS. The estimated reduction under this
category is $170,436 based upon the similar payeand volumes recorded in 2011. The polynomial
line of prediction in the accompanying graph supptre average rate of run volume moving into 2012.

Areas of decrease were seen in the following areas:

Electrical Generation Rates— MPS will decrease their delivery charges by 18%2012. Delivery
charges are approximately 50% of our total chatiges the net reduction in billing is 7%. All accas
were discounted by 7% based upon historical usétiegin a decrease of $16,700 citywide.



Municipal solid Waste — The Tri-Community Landfill bill is due to decsemaby $6,802 for 2012 due to
the decreased tonnage under our three-year r@liagage. The three owner communities worked
diligently to at least hold the owner communitieputs to a minimal increase. Caribou’s decreased
primarily due to our decreased estimated tonnage.

General Assistance- After the first full year of a new Director, tiRgogram has seen a decrease in
utilization due to strict adherence to the statadased requirements of the GA Program. The Directo
is recommending a decrease of $4,000 for the yeesedupon current and anticipated utilization ter t
ensuing year.

Revenue Summary Report:

The estimated non-property tax revenues for 20¥2 baen set as $5,179,928.17, a net reduction of
$104,350.34 or 1.97%. Before reviewing the Revdrepgort a five-year historical perspective of the
six major revenues has been expressed to illugtratmajor changes within these revenues.

The first graph equates the changes in Expensgdduoverall Non-Property Tax Revenue, Net
Taxation, and State Revenue Sharing in terms of.Milhis illustration seems easier to read thamgusi
dollar values yet it graphically illustrates therds.

The second graph separates all Non-Property TsgmRe into the six major categories plus the
remaining category of All Other Revenue. The valtithis graph shows the positive growth of
Ambulance derived revenue, while all other areageénue have been either relatively flat or
decreasing. The singular exception is the All Otta@egory due to a one-time insertion of divideoftls
$510,000 from Tri-community Landfill used to offgakation in the year of 2010. State Revenue
Sharing shows the greatest decrease over the éaeperiod from a high of $1,492,948 to this year’s
estimate of just $881,150. This is a reductio8@if1,798 per calendar year in just the past fiage
equating to 2.15 mils in today’s valuation.

The third graph reviews the non-property tax rexetnends in dollars.

The forth graph indicates the trend in Expenseé)-Rmperty Tax Revenue, and Net Taxation in
dollars for the past five years.

A fifth graph shows a 12-Year History of the ches@n Expense, Non-Property Tax Revenue,
and Net Taxation.

The final graph follows the total number of aminda runs for each year from 1984 to the end
of 2011. One will observe the fluctuations fronar& year but can set a polynomial trend linedbio
this data to average the trend to predict fututeame. Given this information, knowledge of the
volumes seen at Cary and Pines, and discussiohthiér providers, the 2012 ambulance run volumes
have been set as per the recorded volume per cbadgefrom 2011. There should be some level of
growth within the 2012 actuals, but the predictstiould be set conservatively and reviewed and or
adjusted again in June prior to tax commitment.



Changes by category within the 2012 Revenue Reperas follows:

Fixed/Determined Changes to Revenues Inc/(Dec)

Excise Tax $26,000.00
State Revenue Sharing ($84,850.00)
Miscellaneous Interests ($11,700.00)
Fire Department Revenues ($1,991.56)
Ambulance Gross Charges ($86,827.19)
MDOT URIP Funds $191.00
All Other Revenues $54,827.40
Net Revenue Decrease for 2011 ($104,350.34)

The remaining changes in non-property tax reveavesery small and are based upon historical
receipts while accounting for any changes in fémdales or anticipated unit changes.

Cost Categorization Report -

The attached Report places the major expensesattgories and expresses their percentage of the
Budget as a whole. The second portion of the Castgory Report examines the expressed cost of
providing mandated municipal services. This Rep@$ compiled again to narrow the areas to address
prior to examining smaller less substantive accaunt

Budget Ad —
A copy of the 2012 Budget Ad and CIP Ad are alstuded in the Report as a matter of record and
further means of summarizing the changes as comparngrior year.

Department Expense Budgets -

The remainder of the Report is the Department byatenent Expense Budget. The format has been
amended to carry three years of Budget numbersvamgiears of Actual Expenditures. There are now
two comparisons columns. The column labels Bud&f-2011 compares the 2012 Budget request,
increase of decrease by dollar, to the approvedy@udumber for 2011. Budget % refers to the
increase or decrease as a percent comparing bddgatgers. The third column labeled Actual 2012-
2011 compares the 2012 Budget request to the 2@fulalAEXpenditure in a dollar value. This will
better allow the council to review such comparidtan previously presented.

Submitted,
Steven R. Buck
Caribou City Manager



