MEMORANDUM

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

Date: August 18, 2018

Town staff is pleased to distribute this 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 FY24. The Selectboard does not heed 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 FY20 budget process and throughout the year ahead.

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. Qur actual experience on those items will vary from the forecast, usually
by a little but sometimes by a lot. 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,
it is important not to 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:
e Summary by Type of Revenue and Expenditure
¢ Detailed Forecast using the Town's usual budget line items

Here is what | believe to be the most important information in (and about) the 2018 LTFP:

e 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. i is likely, therefore, that we have underestimated total revenues and
overestimated total expenditures, allowing the Town to achieve the policy objectives

reflected in the LTFP with smaller future property tax rate increases than those that are
included in the forecast, as follows:

Year In Cents By Per Cent
FY20 3.6 cents 2.8%
FY21 2.6 cents 1.9%
FY22 3.6 cents 2.6%
FY23 2.7 cents 1.9%

Fy24 3.4 cents 2.4%
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The property tax rate forecast predicts an annual increase in municipal property taxes

of less than $65 (less than $17 per quarter) for more than half of the property owners
in town.

The total amount of property tax rate increase anticipated in the 5-year forecast
has been reduced in each annual update of the LTFP. In 2016, the 5-year total
was 18.3 cents (or 14.4%). In 2017, the 5-year total was 16.4 cents (or 12.61%).
in 2018, the 5-year total is 15.9 cents (or 11.6%).

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

We have one new voluntary fee in lieu of taxes that will provide more than $16,000
of additional annual revenue.

This forecast reflects our expectation that FY20 will be the budget year in which we
reach the Town’s goal of allocating a minimum of $1 million of current revenues to
capital projects and equipment. This has been a high priority in recent years, resulting

in an increase from $357,000 in FY 16 to $509,775 in FY17 to $744,215in FY18 to
$965,000 in FY'19 and now to our projection of $1 million in FY20 and beyond. Reaching
this goal will be a significant achievement, but it is important to remember that $1 million
is the bare minimum necessary to continue catching up on our long-term infrastructure
and equipment needs. Those needs exceed $1 million per year.

We assume no Use of Fund Balance as a revenue source for any of the years in the
forecast. Since the Town usually has hundreds of thousands of dollars of fund balance
available to use as a revenue in any given year (due to average annual operating
surpluses in the range of 2% to 4%), we anticipate being able to increase the commitment

to capital projects and equipment above the $1 million annual allocation that is shown in
the forecast.

Annual overall increases in employee salaries are projected to range between 1.2% and
3.1%. Ali four of the Town’s collective bargaining agreements (CBAs) with employee
unions will expire at the end of FY19 and actual future salary increases will be determined
in farge part by the outcome of negaotiations for the next set of CBAs. The increases in the
forecast are based on the following two assumptions: a 2% across-the-board increase
each year and continuation of step increases as contained in the curtent 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 $55,000 during the forecast period. However, because

of retirement plan changes approved during 2016, the General Fund’s FY24 retirement
program costs are expected to still be about $25,000 below the FY17 budget, while most
Town employees are enjoying a superior benefit.

Departmental expenses are forecast to increase by approximately $270,000 overall
between FY18 and FY23. That is larger than the increase predicted in prior LTFP
forecasts, primarily because of the recent rapid increase in the cost of petroleum products.
This forecast assumes 10% increases in the cost of heating oil and propane in FY20 and
FY21, and 5% increases in the cost of those products in FY22, FY23, and FY24.
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We have projected a 10% increase in workers’ compensation expenses for each year

of the forecast period, even though we are starting to see some positive impacts from
changes the Town has implemented in that area. Our “experience modification” declined
from 1.25in 2017 to 1.08 in 2018 (where 1.0 indicates statistically average costs of
workers’ compensation claims in the prior year), but the rate impact of that and other
improvements will lag due to a continuing "hard market” for workers’ compensation
coverage and the multi-year averaging that is inherent in setting workers’ compensation
premium rates.

Ambulance expenses are projected to increase by approximately 20% ($50,000) during
the forecast period as we compiete the 6-year phase-out of an obsolete discount on the
Town’s annual per capita charges paid to Rescue, Inc.

Annual debt service payments on the Town'’s current General Fund obligations will decline
by approximately $380,000 from FY19 to FY24.

On behalf of the Town’s entire management team, | look forward to presenting the LTFP to you
and the public at the August 21 Selectboard meeting and to using this resource together as we
proceed through the FY20 budget process and beyond.

Patrick Moreland, Assistant Town Manager
All Department Heads



Long Term Financial Plan - 2018
Summary By Type of Revenue and Expenditure

BUDGET [ | FORECAST | % . | FORECAST ! % [ FORECAST | . | FOREBCAST | % | FORECAST | %
ryi2019 |1 orvi2020 | o 1 FY:2021 Ciemyeaez |0 apys2023 || Y0
Revenue
Taxes
Property Taxes $ 14,876,643 3 15,294,550 za% 5 15,591,362 10w $ 16,003,462 26% S 16,311,678 19w $ 16,703,334 4%
Meals/Rooms 4% 365,000 S 375000 27% & 385000 27% S 395,000 a26% $& 405000 as% $ 415000  as%
In Lieu of Taxes 5 144,000 g 160,000 111% § 160,000 cox S 160,000 0o% S 160,000 oo% S 160,000  oax
Total $ 15,385,643 $ 15,828,550 29w § 16,136,362 1e% 5 16,558,462 6% S 16,876,678 10w 5 17,278,334  zax

Penalties/Interest

Finance 3 135,000 5 135,000 o0% 5 135000 oox $ 135000 oo% $ 135000 oox $ 135000 oox
Listers S 1,800 ) 1,800 oo% S 1,800 oo% § 1800 oo% § 1,800 0% 3 1,800  oow
Police $ 23,000 $ 23,000 cox S 23,000 oo% S 23,000 oo% § 23,000 oo%  $ 23,000 oo%
Total 5 159,800 3 159,800 oo0% 5 158,800 om & 159,800 oao% § 159,800 oow 5 159,800  oo%
Fees for Service
Town Clerk $ 108,000 3 106500 o5% & 106500 eco% S 106500 oo0% $ 106,500 oo0x 5 106,500 o0%
Library ) 24,500 5 24,500 oox% 5 25,500 4% S 25500 oo0% % 25,500 o0o% 5 26,500  aou
fire 5 20,100 5 20,782 za% 3 20,968 oo% S 21,157 oa% S 21,350 o09% S 21,547  o09%
Municipal Center 8 20,000 s 20,000 oewm 5 20,000 ocom S 20,000 oox S 20,000 eo% 5 20,000  o0a%
Police S 114,203 3 96,737 sa% § 97,286 oe% S 97,846 e 5 98,418 o6% S 93,001  0.6%
Rec & Parks $ 233,400 $ 237,200 16w S 241000 aew S 244300 aaw 8 247400 3% 3 251,400 16%
Total 4§ 518,203 4 BDS7AS aew S 511,254 1% 5 515302 os% & 519,168 ayw § 0 524,948 1w
License/Permits
Finance 5 50,000 5 50,000 oo% S 50,000 ook § 50,000 oo0% S 50,000 oo% S 50,000  oo%
Town Clerk 5 28,500 $ 29,100 21% 3§ 29,650 8% S 30,200 19% S 30,750 1% S 31,300  1a%
Planning 5 54,000 S 50,000 -7.a%_ § 50,000  cox 5 50,000  00% % 50,000 oo% S 50,000  oux%
Total 5 132,500 3 129,100 -z6% $ 129,650 oa% S 130,200 o4 S 130,750 oaun S 131,300 o04x%
Other
Governimental § 395,000 $ 395000 ogow S 395000 oex $ 395000 oco% § 395000 oeox § 395000  oon
Fund Balance S 770,000 $ - 1000% S - 0% S - no% 5 - vo% $ - 0.0%
Transfers $ 315,200 S 308,754 -zow S5 314929 zex S 321,228 ze% 5 327,652 20%  § 334,205  20%
Misc $ 79,569 S 81,069 1s% S 76,934 51§ 72900 s S 74400 21% & 75,900 20%
Total $ 1,559,769 $ 784,823 aa7% S 786,863 oaa% & 789,128 o03% & 797,052 1o § 805,105  1.0%
Total Revenue 5 17,755,915 $ 17,408,992 -20% 5 17,723,928 usw  § 18,152,893 2% $ 18,483,448 18w S 18,899,487  23%
Expenses
Salarles
Town Manager $ 282,670 $ 287,360 1s% & 303,239 =20% $ 309,334 a0% S 315545 20w $ 321,877 0%
Finance 3 309,508 S 315942 2a% & 322,299 20% $ 326480 1% 5 333,038 20% 0§ 339,723 0%
Town Clerk ] 130,699 $ 133,335 20% $ 138,774 a4a% & 141515 20% S 144,311 0% 5 147,162 0w
Assessor s 153,507 3 138,334 sa% $ 141,133 20% 143,988 0% 5 146,809 204 S 148,867 L0%
Planning 5 197,558 5 156,266 -09% $ 161,533 34% & 164,762 20m% S 168,055 20% S 171,412 zax
Library 5 471,080 $ 483,430 6% S 493,245 0% 5 503,349 zexw & 513,547 20w 5 523,941 zo%
Fire S 1,647,105 § 1,701,314 a3x% & 1745853 26w 5 1,799,022 3so% § 1,861,663 asw  § 1,907,181  2a4%
Municipal Center 5 50,669 8 61,859 204 5 63,122 20w S 64,359 zom S 65,647 0% $ 66,955  2.0%
Police $ 1,868,207 $ 1,889,175 11% § 1,872,996 4ax S 2,028,483 2ax $ 2,084,803 2% $ 2,143,802  a2ew
Dispatch S 503,972 4 520,901 z4a% S 536,934 31w 0§ 551,493 am 5 567,252 29% § 583,399 8%
DPwW $ 1,003,043 $ 1,006,641 oax $ 1,037,360 3aw 3 1,065292 2% $ 1,103,606 36w & 1,117,159 1%
Rec & Parks 5 509,440 S 525,555 3% S 535,957 20% § 546,160 19% 5 556,229 1.8% 5 556,283 oox
Total 5 7,147,457 S 7,230,112 1a% S 7,452,445 zax%  $ 7644237 6w § 7,860,683 2s3% 5 8,028,773 2%
i
Employee Benefits
Vacation Accrual 5 30,000 $ 30,000 0% $ 30,000 oem 3 30000 oox § 30,000 oo S 30,000 0o0%
Sacial Security S EE8,075 H 579,437 0% S 591,025 zo% S 602,846 20u & 614,903 20% § 627,201 20m
Employee Retirement $ 524,500 § 534990 a20% § 545650 2e% 5 556,604 2ow 5 5B7,736  no% 5 579,090 zow
Health Insurance $ 1,431,305 $ 1502870 so% § 1,578,014 sex  § 1656914 sox § 1,739,760 so%  § 1,826,748 sow
Opt Out / H5A 5 215,000 S 220,000 2% S 225000 1% § 230,000 22% $ 235000 2% § 240,000 1%
HRA Expense $ 232,560 S 232,560 oow S 232560 oo% 5 232,560 oow 5 232,560 ocow $ 232,560  oo%
HEA Adminisiration 4 10,000 S 10,000 oo0% S 10,000 op0%n  § 10,000 o0% S 10,000 osow 5 10,000 oo
Unemployment $ 10,000 S 10,000 oo% S 10,000 oo% & 10,000 oo% S 10,000 oo% S 10,000 oo%
Life insurance 5 30,000 3 31,500 so% S 33,075 5o 5 34,129 sox S 35,465 so0% 5 38,288 sox
Dependant Care 5 1,500 4 1,500 oox S L,500 oow 5 1,500 oo% S 1,500 oo S 1,500 oau
Total 5 3,052,940 $ 3,152,857 a3% $ 3,256,864 aax S 3,365,153 33w § 3,477,924 zax 5 3,505,388  3au
Department Expense
Town Manager S 8,800 4 9,800 114% 9,800 o0% $ 9,800 oo% § 9,800 oox S 9,800  oou
Finance s 49,300 4 34,550 -299% S 34,550 0o & 34,550 oo% S 34,550 o00% 5 33,200 -asw
Town Clerl $ 46,425 5 50,950 s S 5,975 2mm 53,000 20% § 53,025 oox § 54,050  1o%
Assessor 5 18,300 S 19,300 s8% S 19,500 0% § 19,700 1o% S 19900 1.0% S 19,500  0.0%
Plasning s 23,200 $ 47,140 103.2% S 47,040 o0% & 47,420 o6% § 47,420 oo% 5 47,700 pax
Library 5 146,966 $ 152,466 a7% 5 156,443 e 5 1BL,580 3% 5 1R4,066 is% § 168,602 28w
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Long Term Financial Plan - 2018
Summary By Type of Revenue and Expenditure

BUDGET . FORECAST | o | FORECAST |- % | FORECAST | ' ] FORECAST |~ w- | FORECAST | w
Fv:2019 || wyeadzo | o [ Cwvezoars ] . | Bvi2022 [ R Ch T T I 2 T R
Fire S 233,720 $ 239945 a2y § 250,920 4s% S 256400 22% § 266,661 a0% S 272,078 aan
pPolice $ 315,022 S 333662 sex S 340,456 204 S 346523 1s% $ 352,208 1ew S 358520 1ax
Dispatch s 12,050 s 12,050 o0% S 12,185 11%  § 12,185 oo0% $ 12,185 oo% S 12,220 0a%
DPW ] 736,398 5 764,952  39% S 784,133 5% § 804,625 6% 5 813,918 12w $ 844,512  a.a%
Rec & Parks § 399,582 $ 310,746 3% $ 319,068 2% 3 325018 2% S 331708 1aw  § 338,830  aau
Total $ 1,889,713 $ 1975561 4s% S 2,026471 26% $ 2,071,703 2m $ 2,105,441 1e% 5 2,160,312 1e%
General
General Services $ 230,825 $ 236,150 23% 5 250,725 e2x S 255050 ay% $ 259,625 wex § 262,125  1o%
Municipal Center $ 89,525 5 103,260 1s3% & 106,850 as% 5 109493 2s% § 112,030 3% 5 114,864 25y
Debt/Debt Service $ 1,440,200 $ 1,471,325 zax 8 1,285,375 azew S 1,258,075 -zow $ 1,109,300 tiow §5 1,061,000  -dam
Risk S 747,715 5 813,513 sa% & 885,497  sa% S 964,336 so% 5 1,050,699 a0 S5 1,145,319 som
Attorney $ 112,080 S 114,202 1% S 116,366 19w S 118,573 1e% & 120,824 1w 5 123,121 1e%
Human Services $§ 146,000 § 146,000 oe% S 146000 oo% $ 146000 oox S 146000 oox S5 146,000  oox
Auxillary Services § 460,800 § 470,800 zaw% S 480,800 z2a% § 490,800 =21% 5 500,800 =zox% 510,800 0%
Windham Regional 3 30,600 5 31,212 20% S 31,836 20% S 32,473 20% S 33,122 0% & 33,785 0%
County Tax $ 85,000 $ 86,000 1% 3 87,000 12 & 88,000 11x% § 89,000 1% & 90,000 11%
Downtown Program S 78,000 s 78,000 oo%  $ 78,000 oo% S 78,000 oo% 3 78,000 o0x S 78,000 o0%
Total S 3,420,805 5 3,550,461 3% 5 3,468,449 23w S 3,541,800 2a% § 3,499,401 a2 $ 3,565014  19%
To Capital $ 1,715,000 $ 1,000,000 -au7% $ L000,000 oo% 5 1000000 ocox $ 1,000,000 oox  $ 1,000,000  00%
To Solld Waste $ 470,000 § 500,000 ea% S 520,000 a0 $ 530,000 1s% S 540,000 1s% S 550,000  1e%
Transfer Skatepark Fund 5 60,000 4 - -100.0% 3 - [ . 0% & - no% S - 0.0%
Total $  2,245000 § 1,500,000 -332% $ 1,520,000 3% $ 1,530,000 or% $ 1,540,000 o7%  $ 1,550,000  asw
Total Expenses & 17,755,915 $ 17,408,992 20w $ 17,723,928 1s%  § 18,152,803 24% S 18,483,448 nax% S 18,889,487 3%
Balance $ - 5 - $ - $ - $ - $ -
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