MEMORANDUM

To; Selectboard
From: Peter B. Elwell, Town Manager
Re: Long Term Financial Plan (LTFP)

Date: October 12, 2017

Town staff is pleased to distribute the first annual update of the Long Term Financial Plan (LTFP).
This document is not a budget. It is a 5-year forecast that represents staff's best estimates of
how the Town's General Fund revenues and expenditures are expected to change between now
and FY23. The Selectboard does not need to formally approve this document as the LTFP does
not authorize any particular action(s). It is intended to highlight areas of Town finances that need
additional attention and to provide useful long-term context for the financial and programmatic
decisions we will make during the FY19 budget process and throughout the year ahead.

Staff had intended to incorporate certain improvements (as described more fully in the two
paragraphs immediately below) in the form, substance, and timing of the LTFP as we moved from
last year's creation of the document to this year's first annual update. Unfortunately, competing
workload priorities caused us to complete the 2017 LTFP update process later than we intended
and the limited amount of time available for this work caused us to postpone until next year the
planned improvements in format and analysis. Nevertheless, the two paragraphs below are
repeated here (almost verbatim from last year's document) to remind the Selectboard and the
public that the LTFP can add more value to our overall financial management in future years.

Our work on this year's LTFP is substantively complete. This memorandum, the two summary
documents, and the detailed line item forecast are finished products for this moment in time.

In future L.TFP updates, we intend to add narrative analysis and more summary charts and tables
to make the most important information more visible and useful. This will aid staff and the

Selectboard in our decision making and will better inform the public about the Town'’s present and
future financial condition.

Going forward, the LTFP will work in concert with our traditional goal setting and budgeting
processes and with our implementation of the Comprehensive Review of Town Operations
(CRTO) action items. In future years, we will update the CRTO and set goals in the Spring,
update the LTFP in the Summer, and de our budgeting work in the Fall. This will allow plenty .
of time for each important step in the annual cycle as we make plans, check those plans against
our updated financial forecast, and then solidify those plans (as originally intended or modified,
if necessary) in our annual budget.

A word of warning in our use of the LTFP: While some items are known and very precisely
identified within the plan {such as changes in debt service obligations), most items include some
degree of uncertainty. Our actual experience on those items will vary from the forecast, usually
by a little but sometimes by a {ot. All items will be reviewed annually and future LTFP updates
will show changes in items that are affected positively or negatively by changed circumstances
or new community priorities. The overall forecast will remain useful even as individual items
become temporarily less accurate. For this reason, particularly in the “out years” of the forecast,
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it is important not o focus too much attention on individual line items but to look for trends and
related impacts in broader areas (such as departments, programs, or types of revenue and
expenditure).

This LTFP update is comprised of this memorandum and the following attachments:
o Summary of Property Tax Impact
¢ Summary by Type of Revenue and Expenditure
e Detailed Forecast using the Town's usual budget line items
» Memorandum dated July 26, 2017, from me to the department heads,
with instructions for preparing the LTFP update and the FY19 General Fund Budget

Here is what | believe to be the most important information in (and about) the 2017 LTFP:

» Staff was not aggressively optimistic in any of our assumptions. Where we have a
high degree of certainty, we included numbers that reflect our actual expectations.
As the degree of uncertainty increased for any given item, so did the conservatism
of our forecast. It is likely, therefore, that we have underestimated total revenues and
overestimated total expenditures, allowing the Town 1o achieve the policy objectives
reflected in the LTFP with smaller future property tax rate increases than those included
in the forecast.

* One important example of our conservative assumptions is that we predict no increase in
the Grand List. During the past decade, the Town's Grand List increased modestly every
year. Current and planned projects will increase the Grand List, and we are optimistic that
ongoing public and private economic development efforts will yield additional increases
during the forecast period. However, since recent increases were modest and future
increases are unpredictable, we assumed a flat Grand List for the LTFP.

+ Another example is that we predict no increase in rental income at the Municipal Center.
We reasonably believe that new rental income (beginning in FY20) could exceed
$160,000 per year. However, since that income is not certain at this time and since it
would be offset by the cost of capital investment in and around the leased space, we have
not included any additional rental income in the forecast.

» Here are the property tax rate increases predicted in the forecast:

Year In Cents By Per Cent
FY19 3.4 cents 2.75%
FY20 3.3 cents 2.57%
Fy21 3.3 cents 2.55%
Fyz2 3.2 cents 2.41%
FY23 3.2 cents 2.33%

e The "out years” in the current forecast (FY20-FY23) include a total predicted tax rate
increase of 13 cents. This is up a penny from last year’s predicted increase of 12 cents
for the out years (FY19-FY22), The difference is driven primarily by the fact that we
increased propetty taxes for FY18 only by the increase in debt service expense for the
Police-Fire Facility Bonds (3.5 cents) by providing a Use of Fund Balance subsidy of more
than a penny to General Fund operations. Rather than proposing the 5.5 cent FY19
increase that was predicted at the time of the FY18 tax rate decision, we are proposing a
smaller increase at a level that can be consistently maintained throughout the forecast
period (to avoid causing an unaffordably large increase in any one year).
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The property tax rate forecast predicts an annual increase in municipal property taxes of
365 or less (less than $17 per quarter) for more than half of the property owners in town,

We assume that non-tax General Fund revenues will remain essentially flat throughout the
forecast period.

Due to substantial cost savings achieved in recent years in employee benefits and other
areas, the Town has accumulated a significant General Fund balance. At this time, the
fund balance exceeds our 10% reserve guideline by over $700,000. The LTFP assumes
that we will use $1.2 million of fund balance during the forecast period (two-thirds of which
would be used in the first year to reduce the level of borrowing necessary to purchase the
Fire Department’s replacement aerial ladder truck). This would require annual surpluses
averaging less than $80,000 in FY18 through FY22. A “normal” surplus of 2% to 3% of
the General Fund budget would be approximately $500,000. This means that the majority
of future “excess fund balance” would be available to invest in capital improvements,
equipment, or other one-time expenses.

Annual overall increases in employee salaries are projected to range between 2.2% and
2.7%. The FY19 increase is driven by the obligations contained in current collective
bargaining agreements (CBAs) with employee unions. For FY20 through FY23, the
increases are forecast based on the following two assumptions: a 2% across-the-board
increase each year and continuation of step increases as contained in the current CBAs.
No new employee positions are included in the forecast.

The annual cost for providing retirement benefits to General Fund employees is expected
to increase by approximately $75,000 during the forecast period. However, because of
the retirement plan changes approved during 2016, the General Fund's FY23 retirement
program costs are expected to still be almost $40,000 below the FY17 budget, while most
Town employees are enjoying a superior benefit,

Due to the health insurance changes approved during 2016, the FY20 cost of employee
health insurance is expected to be approximately equal to the FY17 budget for providing
the same level of benefits. Those costs are projected to increase by 5% each year
through FY23.

Departmental expenses are forecast to increase by approximately $212,000 overall
between FY18 and FY23. The majority of that increase (approximately $117,000) is in
the Public Works Department. And the majority of the DPW increase (more than $75,000)
is to cover increased costs of infrastructure maintenance.

The Town's worker's compensation expenses are rising too fast. We identified this
problem during the CRTO and have begun implementing solutions. There will be a lag
in the financial impact of improved loss prevention and case management, due to the
multi-year averaging that is inherent in setting worker's compensation premium rates.
Therefore, we have projected a 10% increase in worker's compensation expenses for
each year of the forecast period.

Ambulance expenses are projected to increase by approximately 25% ($56,500) during
the forecast period as we complete the 6-year phase-out of an obsolete discount on the
Town's annual per capita charges paid to Rescue, inc.
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« Annual debt service payments on the Town’s current General Fund obligations will decline
by approximately $500,000 from FY18 to FY23.

o The proposed transfer from the General Fund to the Capital Fund ($1 million per year
after a substantially higher figure in FY19 to partially fund the replacement aerial ladder
truck with cash) is the bare minimum necessary to continue catching up on our long-term
infrastructure and equipment needs. Those needs exceed $1 million per year. Staff will
recommend in future years that the forecasted transfer to capital be supplemented with
*excess fund balance” that is expected to accrue from future operating budget surpluses.

On behalf of the Town's entire management team, 1 look forward to presenting the LTFP to you
and the public at the October 17 Selectboard meeting and to using this resource together as we
proceed through the FY 19 budget process and beyond.

PBE:
Attachments
c: Patrick Moreland, Assistant Town Manager

All Department Heads
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Long Term Financial Plan - 2017
Summary By Type of Revenue and Expenditure

BUDGET | FORECAST | % | FORECAST | u% | FORECAST | % | FORECAST | % | FORECAST | % -

¥Y: 2018 iY:2019 |- — FY¥:2020 | Fyi2021 FY: 2022 FY; 2023
Revenue
Taxes/PILOT

Property Taxes $ 14,277,946 5 14,670,848 8% S 15,048,231  25% § 15,432,558 25w S 15,805,001 z4% S 16,173,642 2%

Meals/Rooms $ 350,000 § 365000 43% S 370,000 1we% & 375000 3% S 380,000 13% 5 385000 1%

Pilot $ 144000 § 144,000 o0o% S 144000 o00% S 144000 oox S 144000 ocox S 144,000 oo%
Total $ 14,771,946 § 15,179,848 28w § 15,562,231 2s% § 15,951,558 z4% $ 16,329,001 23% §$ 16,702,642  2.2%
Panalties/Interest

Finance S 140,000 & 135,000 36% S 135,000 00% 5 135000 oo% S 135,000 oo% $ 135,000 oo

Listers $ 1,800 § 1,800 o00% $ 1,800 0% § 1,800 oox § 1,800 oo0% S 1,800  oo%

Ubrary S 16,000 $ - -100.0% S - S - S - S -

Police 5 40,000 S 23,000 -425% S 25,000 aso% S 27,000 7au S 29,000 69% S 31,000 &s5%
Total S 197,800 § 159,800 .152% S 161,800 12% S 163,800 12% § 165,800 1.2% S 167,800 1%
Fees for Service

Town Clerk $ 106,000 S 106,000 o0% S5 106500 os% § 107,000 osx S 107000 oo0% S5 107,500  o05%

Library S 24,900 $ 24,500 -16% S 24,500 o0% § 25500 39% & 25,500 o0o% $ 25,500 o.0%

Fire 5 21,500 S 18,210 -153% 5 18,354 oa% 3§ 18,501 os% 3% 18,901 2a% $ 19,054 0.4%

Municipal Center S 20,000 $ 20,000 o0% S 20,000 oo0% S 20,000 o0% S 20,000 oo% S 20,000  o.0%

Police $ 121,420 § 114,203 594§ 114,742 os% S 115,291 os5% S 115,851 o05% & 116,423 o05%

DPW S 4,000 $ 4,000 oco% S 4,000 oe% S 4,000 o0% $ 4,000 oo% S 4,000 oo

Rec & Parks 3 226400 § 233,400 1% $ 237,200 ie% $ 241,000 1e% S 244300 14w & 247,400 13%
Total $ 524,220 § 52.0,313 07% 8§ 525,296 o¢9x S 531,292 1% S 535,553 o08% S 535,877  oa%
License/Permits

Finance $ 50,000 $§ 50,000 oo0% & 50,000 oo% S 50,000 oo% S 50,000 oo0% $ 50,000 oox

Town Clerk 3 28,500 § 28,500 oox & 29,100 21% § 29,650 10% § 30,200 18% S 30,200 o0%

Planning S 65,000 S 54,000 -59% 5 56,000 36% $ 58,000 aa% § 60,000 33% § 62,000 3%
Tatal S 143,500 3 132,500 7.7% S 135,100 1% § 137,650 19% 5 140,200 18% S 142,200 14%
Other

Gavernmental 5 395,000 $ 385,000 oo% & 395,000 oo% S 395,000 oo% S 395,000 oo0% $ 395,000 oo

Fund Balance $ 1,099,875 § 800,000 -273% § 225,000 -2555% S 50,000 -3so.0% S 100,000 s500% $ 25,000  -300.0%

Transfers S 328,000 & 315,200 39% & 321,254 19% S 327,429 19% $ 333,728 19% S 340,152 18%

Misc 5 33,400 § 44,568  33.4% S 46,069 33% S 47,569 3w S 37,900 -255% 5 39,400  3.8%
Total $ 1,856,375 § 1,554,769 6% § 087,323 s78% S 819,998 -204% $ 866,628 sa% S 799,552  .8.4%

Total Revenue $ 17,493,841 § 17,547,230 oaw $ 17,371,750 o $ 17,604,299 13%  $ 18,037,181 24% $ 18,352,071 17%
Expenses
Salaries

Town Manager $ 224,070 S 232,670 38% 5 237,360 20% S 242,039 1% S 246,910 20% S 251,873 20%

Finance $ 310,354 §$ 309,506 -0.a% § 315942  20% § 322,299 0% S 326,480 13% S 333,038 20%

Town Clerk $ 128292 § 130,698 1ew § 133335 20% $ 138,774 3m 5 141,515 9% § 144,311  is%

Assessor $ 153,954 § 153,507 03% $ 156,599  z20% S 159,752 20% S 162,967 20% S 166,245 0%

Planning s 194,525 S 197,558 16% & 200,582  15% § 203,662 154 S 206,801 15% S 200,998 1s%

Library $ 465,121 S 471,080 13% § 482,705 26% 5 493,516 zo% S S03,617 z0% S 513,810  2o%

Fire § 1,620,581 § 1,647,105 1s% 5 1,691,579 2% $ 1,735,798  28% 5 1,800,546 36w 5 1,846,447  zs%

Municipal Center $ 56,112 § 60,669 s1x 5 61,889 0% S 53,178 204 S 64,439 20% 5 65,646  14%

Police $ 1,874,933 $§ 1,893,208 10% § 1957957 33w S5 1,986,846 15w S 2,042,333 zy% 5 2,008,743 2m

Dispatch g 474,483 3§ 503,972 &2% § 520,901 3% § 536,934 som S 551,493 6% S 567,252  28%

DPW $ 965972 $§ 1,003,044 s S L,025699 oz $ 1,052,833 zex S 1,083,300 2mx § 1,118,585 3%

Rec & Parks 5 494,128 § 500,440 3a% $ 522031 24% § 532563 20 S 542,189 1a%x § 552,480 1%
Total S §962,532 5 7,112,457 za% S 7307580 2v% 5 7,468,197 2w 5 7,672,589 am S 7,868,427 2.5%
Employee Benefits

Vacatlon Accrual g 30,000 § 30,060 oo% $ 30,000 o0% S 30,000 oo% § 30,000 oo% S 30,000 o.0%

Sacial Security 3 556,925 $ 568,075 20% $ 879,437 20% § 591,025 20% S 602,846 0% S 614,903 0%

Employee Retiremen H 452,000 5 524,500 &% S 534950 204 S 545690 20% § 556,604 20% & 567,736 2%

Health Insurance $ 1465000 S 1,431,305 -z3% S 1502870 4sx S 1,578,014 asw S 1,656,914 aBx 5 1,739,760 4.8%

Opt Gut / HSA s 210,000 % 215,000 za% S 220,000 23% S 225000 2% § 230,000 2% S 235,000 z1%

HIR A, Expense s 172,500 &% 232,560 48% § 232,560 no% & 232,560 oo% S 232,560 oo% S 232,560  0.0%

HRA Administration $ 20,000 § 10,000 so0% $ 10,000 0% & 10,000 oox 5 10,000 oo% S 10,000 oo%

Unemployment s 10,000 S 10,000 oo 5 10,000 oo & 10,000 o00% 5 10,000 oo% § 10,000  o0.0%

Life insurance B 28,650 § 30,000 aws & 31,500 &% S 33,075 4a% S 34,729 amu $ 36,465 4.8%

Dependant Care 5 1,500 $ 1,500 o00% & 1,500 oo% S 1,500 oo% 1,500 o0o% S 1,500  0.0%

) 5 2986575 $ 3,052,940 =zm S5 3,152,857 32% S 3,256,864 3% S 3,365,153 3% 5 3,477,924 1w

10/11/2017 1



Summary By Type of Revenue and Expenditure

Long Term Financial Plan - 2017

BUDGET

FORECAST |

10/11/2017

% { FORBUAST.| 9 [ FORECAST | "% -| FORECAST [ ‘% [ FORECAST | % .
FY; 2018 -] - FY: 2019 CFY 20207 © FY:2021 ) FY: 2022 FY: 2023
Department Expense
Town Manager $ 8,100 S 9,800 20% $ 9,800 ono% § 9,800 oo0x% § 9,800 oo% § 5,800 o0%
Finance s 46,800 S 49,300 s3% S 51,050 34% 5 52,800 33w & 54,550 32% $ 56,300  3.1%
Town Clerk S 44,850C S 46,425 34% S 47950 3% § 47,975 o0a%  § 49,000 z1% §$ 49,025 0%
ASSR550r $ 17,600 & 18,300  40% S 18,500 1% 0§ 18,700 11% § 18,900 11% $ 16,100 10%
Planning s 22,400 S 23,200 36% S 24,060 a3ex & 24,060 co% 5 24,570 1% § 24,570 0.o0%
Llbrary $ 162,670 $ 146,966 9% § 152,056 33% 5 155,139 204 $ 155,516 o02% & 158,688 20%
Fire $ 238,250 § 233,720 0% § 239,370 4% § 250,097  a3% § 256,290 24 & 267,509 42
Police s 306,200 $ 307,022 o3% S 311,880 18% S 316,961  16% § 325,608 27% 5 331,321 1%
Dispatch 5 12,050 S 12,050 oo% S 12,050 oo% $ 12,185 11% S 12,185 oo% S 12,185  0.0%
DPW 5 728,360 § 736,398 1% $ 771,968 aen S 796,372 1% S 821,362 30% S 845,289  28%
Rec & Parks 5 299,586 S 299,532 oo S 304,132 13% S 310,015 18%  § 314,944 16% S 319,820 1.5%
$ 1,886,916 § 1882713 o2% S 1,942,816 sax § 1,994,104 z2ex 5 2,042,725 4% S5 2,093608 2a%
General
General Services S 183,250 $ 225,825 23a% S 228,15 10% S 240,725 sz S 243,050 10% S 245,625  1o%
Municlpal Center 5 106,400 $ 108,525 20% & 110,856  21%  § 113,062 204 5 114,767 1s% § 116,301  1.3%
Debt/Debt Service  $ 1,567,525 & 1,488,050 sa% § 1,472,150 1% § 1,287,525 -43% S 1,262,175 .20% S 1,113,525 -133%
Risk S 654,650 S 720,775 10a% S 782,663 7% S 850,354 0% 5 924,411 Bo% S 1,005,450 1%
Attorney 5 110,000 $ 112,080 19% 5 114,202 19% S5 116366 19 S 118,573 19% 5 120,824 15%
Human Services S 140,765 $ 140,765 oo0% § 140,765 oo% S 140,765  oo0% S 140,765 oo% S 140,765  oo%
Street Lights S 140,000 S 140,000 oo0% S 140,000 oo0% S 140,000 oo% S 140,000 o0% S 145,000 0.0%
Civil Defense g 2,500 § 2,500 oo% $ 2,500 oo% S 2,500 oo% $ 2,500 oo% S 2500 00%
Bus Service $ 50,000 $§ 50,000 o0% $ 50,000 oo0% 50,000 oo% 5 50,000 o00% § 50,000  oo0%
Ambulance S 233,500 3§ 250,000 7% S 260,000 38% & 270,000 3 § 280,000 36% S 290,000  3.4%
Windham Reglonal  $ 30,000 § 30,600 20 § 31,212 20% S 31,836 20% S 32,473 0% § 33,122 20w
County Tax $ 88,200 § 85,006 -35% S 86,000 1 S 87,000 11 & 88,000 1% $ BO000  1ax
Downtown Program $ 75,000 3 75,000 o00% 5 75,000 ocox  § 75000 oo § 75,000 oo § 75,000  00%
$ 3,381,790 5 3,429,120 14§ 3,493,497 1ax  § 3405133 e 5 3,474,715 1sw S 3,432,113 1w
Transters
To Capital § 1,344,192 § 1,600,000 -aszaw § 1,000,000 -e00% $ 1,000,000 oow S 1,000,000 oo% S 1,000,000 o00%
To Solid Waste s 431,836 § 470,000 san § 475,000 1% § 480,000 10% S 485,000 0% S 490,000 Lo%
Total $ 2,275,028 S 2,070,000 .91% S 1,475,000 <oa% 5§ 1,480,000 o3% $ 1,485000 os% 5 1,490,000 03w
Total Expenses $ 17,493,841 $ 17,547,230 o3x § 17,371,750 .10% $ 17,604,299 13% S 18,037,181 24% S 18,352,071 1%
2
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TowN OF BRATTLEBORO

Town Manager’s Office - 230 Main Street - Brattleboro, VT 05301
(802} 251-8151 Fax (802) 257-2322

July 26, 2017

To: All Department Heads
From: Peter B. Elwell, Town Manager
Re: 2017 Long Term Financial Plan Update + FY19 Budget

This memorandum sets forth the instructions for departmental participation in preparation of
the annual Long Term Financial Plan (LTFP) Update and the FY19 General Fund Budget. Your
numbers for FY19 are preliminary at this time and some of those will change before we submit
the proposed FY19 Budget for review by the public and the Selectboard in a few months.
Nevertheless, please be as accurate as you can be for FY19, since that forms the baseline for the
LTFP out-year forecasts that are dependent upon mathematical trend increases.

¢ Overview: Department spreadsheets are being emailed to you with this memorandum.
Please return your completed spreadsheets to Patrick Moreland by close of business on
August 7, If you have guestions as you complete your spreadsheets, please contact Patrick or
me at your convenience, Also, we will discuss this matter at our weekly Department Head
Meeting on August 2.

o levels of Service: Assume that our FY18 levels of service are maintained throughout the
forecast period. Make exceptions only for known and predictable deviations that can be
specifically explained,

* Non-Staff Expendituras: To the maximum extent possible, maintain an equivalent level of
non-staff expenditures as in FY18. This does not mean that every line item should be the
same. Please try to accurately predict where increases will need to occur. But, please also
identify savings wherever possible to offset such necessary increases.

s Propose Improvements and Savings: As you work toward achieving both the level of service
goal and the expenditure level goal, plan for implementation of ideas generated during our
work on the Comprehensive Review of Town Operations (CRTO} and/or other creative ideas
generated by you or your departmental staff.

s Energy Conservation Projects: If your department is responsible for a facility that was
included in the 2016 Municipal Energy Audit report and there are Energy Savings Measures
for that facility that have not yet been funded, please advise Patrick Moreland of the fiscal
year in which you plan to seek funding for those capital projects.

s Staff Salaries: All current paid staff are shown on the right hand side of the spreadsheet.
What may not be included are staff salaries for positions not currently filled. Please examine
the approved census for your department against the positions shown and contact Patrick
Moreland if an adjustment is needed.



Fuel 0il: These figures have been provided by the Finance Department and are based on last
year’s consumption multiplied by an assumed price of $2.00 per gallon. If you have reason to
believe that your department’s FY19 fuel oil usage will be different than its historical usage,
please contact John O’Connor.

Electric: After consulting with Green Mountain Power, we have provided figures which
assume a 5% increase in FY19 and a 2% increase in each of the four out-year forecasts. If you
have reason to believe that your department’s future electric usage will be different than its
historical usage, please contact Patrick Moreland.

Utility: Plan fora 4% increase in water and sewer utility rates in all 5 years. When estimating
utility use, please remember to consider any changes to your building(s) or operations,

Vacation Buy Back + Retirement Pay: Please provide Patrick Moreland with a list of
employees whom you expect will retire in FY19 (including the estimated last day of service
for each) and make an educated guess about additional retirements during the FY20—FY23
forecast period. Also, please provide Patrick with your best estimate of which staff may
request a vacation buy back in FY19 and the number of hours you expect them to request.

Gasoline + Diesel: Unless there has been a change in your fleet, every department’s gasoline
and diesel line items should remain unchanged from FY18 to FY19. If your department’s fleet
has changed, please revise the figures for gasoline and diesel and inciude an explanation for
the change with your completed spreadsheet. For the FY20 - FY23 out-year forecasts, our
assumption for gasoline and diesel prices is an annual increase of 5%.

Revenue: Please carefully review all sources of revenue collected or generated by your
department. Please identify increases (and/or new sources of revenue) wherever it would be
fair and possible to implement such increases.

Thank you for your attention to these details as we begin our collaboration for the FY19 Budget
preparation process.

PBE:

Patrick Moreland, Assistant Town Manager
Brenda Bryer, Accountant



