MEMORANDUM

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

Date: August 14, 2019

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 FY25. 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 FY21 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. Our 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:
« 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 2019 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. |t 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
Fy21 4.4 cents 3.5%
FY22 3.6 cents 2.7%
FY23 2.6 cents 1.9%
FY24 3.8 cents 2.7%

FY25 4.2 cents 3.0%
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The property tax rate forecast predicts an average annual increase in municipal property
taxes of less than $72 (less than $18 per quarter) for more than half of the homeowners
in town.

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

We have been exceedingly cautious in our projection of Meals+Rooms Taxes and Local
Option Sales Taxes. We project both as remaining flat throughout the forecast period
even though the Meals+Rooms Tax has been growing significantly in recent years and
our initial estimate for the Local Option Sales Tax didn't include internet purchases. We
chose this extremely conservative approach because it is difficult to accurately predict
future increases and we believe it is important to err on the side of caution to avoid
making overly optimistic projections.

There is one new line item of revenue in this year's forecast. We have created an
“Employee Contributions” line item because Town employees will begin paying a portion
of the Town’s health insurance premiums beginning in 2020. The revenue projections for
that line item reflect employee contributions of 1% in FY21, 3% in FY22, and 5% in FY23,
FY24, and FY25.

This forecast reflects our continuing commitment to budget at least $1 million each year
for capital projects and equipment. It is important to remember that $1 million is less than
what we will need annually to continue catching up on our long-term infrastructure needs
and maintaining a steady approach to major equipment replacement. Therefore, staff
will continue to recommend that annual budget surpluses be invested in capital by using
transfers of excess fund balance to supplement the $1 million annual transfer to capital
that is shown in this LTFP.

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 as described
above.

The forecast anticipates a Townwide increase in employee salaries of 4% for FY21 and
between 2.5% and 3% for FY22 through FY25. The slightly larger increase in the first
year reflects the implementation of hew collective bargaining agreements with the four
employee unions. The projections for all four years reflect a combination of inflationary
across-the-board increases for all employees and step increases for eligible employees.
No new employee positions are included in the forecast. We have initiated a review of
non-union employee salaries and will have the resuits of that review for consideration
during the upcoming FY21 budget process.

The annual cost for pre-funding retirement benefits for General Fund employees is
expected to increase by approximately $58,000 during the forecast period. However,
because of retirement plan changes approved during 20186, the General Fund's FY24
retirement program costs are expected to be approximately equal to the FY17 budget,
while all Town employees are enjoying a benefit that is equal or superior to the retirement
plan that was offered prior to FY17. (The FY20 budget for retirement benefits for General
Fund employees is almost $50,000 below the FY17 budget for the prior benefits.)
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Overall, we believe we have stabilized the rate of increase for employee benefits.

This had been a rapidly escalating expense in the Town’s budget, but for the FY20-FY25
forecast period we predict an average annual increase of approximately 3.4%. Moreover,
future increases in the cost of health insurance benefits will be partially offset by employee
contributions, as described above.

Departmental expenses are forecast to increase by approximately $360,000 overall
between FY20 and FY25. That is larger than the increase predicted in prior LTFP
forecasts, primarily because of a new "Public Works Storm Water” program that is
required for the Town to comply with hew stormwater management regulations imposed
by the State of Vermont. That program is forecast to begin at $60,000 (about half a penny
on the property tax rate) in FY21 and then to increase by 3% each year thereafter. We
also project larger than normal first-year increases for a few other departments, but the
overall trend for the remainder of the forecast period is an increase of less than $50,000
(or just over 2%) Townwide.

We have projected a 10% increase in workers’ compensation expenses for each year
of the forecast period (a total increase of almost $400,000 during the 5 years). This
forecast is based on recent large increases in workers' compensation costs. We hope
that improved procedures the Town has implemented during the past few years will
reduce the magnitude of future increases and materially reduce the overall forecast for
this expense.

We have projected Human Services funding to remain flat throughout the forecast period.
That funding has been increased by Representative Town Meeting in both 2018 and
2019, and some have suggested that it could potentially be set at 1% of the Town's
General Fund each year. The funding projected for FY21 would exceed 1% of the
projected FY21 General Fund budget, but Human Services funding shown for the
remainder of the forecast period would fall short of 1% by approximately $2,000 in FY22,
$6,000 in FY23, $10,000 in FY24, and $15,000 in FY25.

Ambulance expenses are projected to increase by approximately 20% ($50,000) 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.

Annual debt service payments on the Town’s current General Fund obllgatlons will decline
by approximately $440,000 from FY20 to FY25.

Finally, expenses for operation and maintenance of the Municipal Center are projected
in the LTFP as though the facility would continue to be operated in the current manner
throughout the 5-year forecast period. In fact, we expect that the building and how we
use it may be materially altered during this period. However, since the timeframe and
details for those changes is currently unknown, we have not attempted to reflect the
impact of those changes in this document at this time.

On behalf of the Town's entire management team, | look forward to presenting the L.TFP to you
and the public at the August 20 Selectboard meeting and to using this resource together as we
proceed through the FY21 budget process and beyond.

Attachments

Patrick Moreland, Assistant Town Manager
All Department Heads -



Long Term Flnancial Plan - 2019
Summary By Type of Revenue and Expenditure

Revenue
Tanes
Property Taxes 5 14,801,487 $ 15,312,102 34w $ 15720,374 7% S 16021851 1% § 16,459,885 zmw § 16,948,268  a.0%
Meals/Rooms 5 420,000 $ 420,000 o0o% 5 420,000 o0% 5 420,000 opow $ 420,000 oux  § 420,000  0.0%
Sales Tax S 630,000 $ 630000 oox 5 630,000 oo% S 630,000 oox 5 630,000 oo S 630,000 o.0%
In Liew of Taxes S 160,000 5 160,000 oox 3 160,000 op% S5 160,000 e 5 160,000 ook 5 160,000 0.0%
Total 5 16,011,497 $ 16,522,102 3a% 5 16,930,374 as% S 17,231,851 1% $ 17,669,885 25% & 18,158,268 2eu

Penalties/Interest

Finance S 135,000 $ 135000 oex $ 135000 oo% 5 135000 oo% $ 135000 0% $ 135,000  o.0%
Listers 13 1,800 5 1,800 oeox S 1,800 oo% S 1800 oo% 5 1,800 eow S 1,800  oo%
Police $ 23,000 8 23,000 oox  $ 23,000 eox S 23,000 oox 5 23,000 oox  $ 23,000  oox
Total - S 159,800 § 159,800 oox $ 159,800 oo% $ 159,800 oox 5 159,800 oo% § 155,800  o.0%
Fees for Service .
Town Clerk S 105,000 $ 105000 oeox $ 105000 oox S 105000 oox S 105000 eow S 105,000  o.o0x
‘Library S 21,500 5 21,500 oox S 21,500 oo% 5 21,500 oo S 21,500 oow S 21,500  o0.0%
Flre g 83,250 s 83,250 oo $ 83,250 oo% $ 83,250 oox S 38,875 e S 88,875 o0.0%
Municipal Center S 20,000 3 20,000 oo S 20,000 cox S 20,000 oo § 20,000 eox S 20,000  oo%
Police 3 97,237 5 98,036 oau 5 98,5056 o6 S 99,168 o6% 5 99,751 o&% S 100,345  o6%
Rec & Parks 5 235,700 $ 241,000 z2%  $ 244300 14% 5 247400 13% 5 250,400 e 251,400  0.0%
Total % 5B2,687 $ 568,786 11x $ 572,646 oy%x S 576,318 oe% 5 586526 e S 587,120 01%
License/Permits
Finance S 50,000 5 50,000 oo% S 50,000 oox S 50,000 o0% § 50,000 oox S 50,000 o.0%
Town Clerk S 30,500 3 31,600 s36x & 31,600 oox $ 31,600 0% S 31,600 oo0x S 31,600 o0%
Planning s 50,000 5 45,000 -00% $ 45,000 oox S 45,000 oo S 45,000 oo0% S 45,000  o.0%
Police 3 20 $ 20 oox § 20 oo% S 20 oo 5 20 oox S 20 oow
Total s 130,520 $ 126,620 -sox $ 126620 oo & 126,620 oox S 126,620 oo 126,620  oo%
Other
Governmental $ 395,000 $ 395000 oox $ 395000 oox S5 395000 oox S 395000 ocow S 395,000  o.0%
Employee Contributions  § - s 20,000 1000% S 65,000 zmox 5 120,000 saex § 0 132,000 0% § 145,250  10.0%
Fund Balance $ 337,119 S - 100.0% 5 - won 5 . % S - oo S - 0.0%
Transfers $ 330,000 5 336,600 zow $ 343,332 20% S 350,199 20% $ 357,203 20 S 364,347  zo%
Misc 5 141,569 $ 139,135 ag% § 133500 -aaw S 133500 0% § 134000 oax  § 134,000 oo%
Total % 1,203,688 $ 890,735 -zs0% $ 936832 2% $ 998699 eex $ 1,018,203 20w § 1,038,597 wo%
Total Revenue -$ 18,068,192 $ 18,268,043 11% $ 18,726,272 25% S 19,093,288 20% $ 19,561,033 zax  § 20,070,405 2ex
Expenses
Salaries
Town Manager § 298,551 $ 304480 20% $ 310,570 20w 5 316680 zox § 323,020 0% & 329,470 20%
Finance $ 323,517 $ 320360 -1o% $ 334,780 asw S5 343,270 5% S 351,980 a2sx  § 360,910  2.5%
Town Clerk 5 133,336 $ 136290 zax $ 141,010 35% 5 144,517 2s5% S 148,115 z5%  § 153,225  3.5%
Assessor $ 138,333 $ 140,050 1z% S 143,630 26% S 147,310 6% S 151,09 26% 154,950  26%
Planning % 154,766 $ 172450 14w S 176,900 26% 5 183,470 aex S 186,170 26% § 190,980  2.6%
Library 4 447,583 $ 481,845 aax S 495,600 2% 5 S09.805 zex S 524,375 29w S 539,360  a9%
Fire $ 1,745,820 $ 1,827,500 aw § 1,868,297 2aw 5 L913,771 4% $ 1,961,340 2% § 2,020,781  sex
Facility Maintenance S 137,297 s 142,020 sax S 145,180 22% $ 148,420 22% S 151,750 2% § 155,160  2.2%
Police $ 1,872,355 $ 1,946,855 aox 5 2,004,830 aow $ 2065078 ao% $ 2,126,333 20w S5 2187591  2ox
Dispatch $ 5154618 $ 528940 2ex 5 545,608 azaw $  S62,919 2w & SBO 764 3 6 600,105  3.3%
DPW $ 1,005,347 $ 1,071,060 5% 5 1105980 a3x 5 1,152,190 a4z $ 1175840 21% $ 1,209,680 29%
Rac & Parks $ 492,909 $ 507441 29w § 523,452 3% 5 S34827 zax S8 542,056 14w § 563,309  3.0%
Tokal $ 7,285,432 $ 7579381 4o $ 7,795,837 29w § B020,257 2% S 8,222,833 25m 0§ BAE5521 s.0%
Employee Benefits
Vacation Accrual s 30,000 s 30,000 oo0x S 30,000 oom S 30,000 o0o% S 30,000 oox § 30,000 oo
Sodial Security $ 550,000 $ 561,000 aox § 572,220 204 5 SE3,664 20% 5 505338 2m  § 607,244  2.0%
Employee Retirement 5 558,500 s 569,670 0% S 581063 202 & 592,685 20% § 604,538 20 S 616,629  2.0%
Health Insurance $ 1,616,086 $ 1696890 sox $ 1,78L735 sow 5 LE70,822 so% $ 1,964,363 sox & 2,062,581  sou
Opt Qut / HSA $ 200,000 $ 205000 as% $ 210,000 z24% S 215000 zax § 220,000 23% & 225,000 23w
HRA Expense S 279,125 $ 279,125 oox $ 279,125 oeo% S 279,125 oox $ 279,125 oox & 279,125  5.0%
HRA Adminlstration s 10,000 5 10,000 oo0x% S 10,000 oox S 10,000 oo $ 10,000 oox 5 10,000  g.0%
Unemployment b3 10,000 5 10,000 oo0% S 10,000 oox § 10,000 oox  $ 10,000 oo% S 10,000  o.0%
Life Insurance s 31,500 3 33,075 s0% S 34,729 smx S 36,468 s0x S 38,288 sox%  § 40,203 s.0%
Dependant Care 3 1,500 5 1,500 o0% § L500 op% S 1,500 oo0x S L500 oo% S 1,500  oou
Total $ 3,286,711 $ 3,396,260 asx § 3,510,372 34w S 3,629,261 aax S5 3,753,152 aaw & 3,882,087 aau
Department Expense
Town Manager s 8,800 s 8,550 -28% § 8,550 o0% & 8550 o0x S 8,550 oo § 8,550 o.0%
Finance 5 34,300 S 35050 2% § 35,050 oo% S 35,050 oaox% S 35050 oo% S 35,050  oou%
Town Clerk 5 48,000 s 59,200 na% $ 58,700 -08% S 60,200 26% S 59,700 .o8% 5 61,200 25%
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Assessor s 23,250 S X A53% S 15,950 L% 5 0,200 1% $ 1§ 20,700 1.2%
Planning s 46,400 s 41,420 a07% S 41,680 oc6x S 41,680 o0% S 0% 5 42,060  0.3%
Library $ 146,025 $ 157,950 s2% S 163,285 aex 5 167,705 2% § 173,470 3aw S 177,005  2.0%
Fire $ 251,350 262,480 aox $ 257,410 e 5 277830 ew § 285425 27w $ 291,255  2.0%
Facility Malntenance s 700 3 1,825 160.7% S 1,825 oo% % 1,825 oo% § 1,825 oox S 1,825 0.0%
Pollce % 309,750 5 330,069 esx S 337,412 -22% $ 346790 28% 5 358,132 33w S 365,325  2.0%
Dispatch S 12,050 3 12,185 1% S 12,185 oco% 5 12,185 o0x S 12,220 oau S 12,220 o0.0%
DPW $ 741570 $ 845660 10w S 868,070 2% 5 B8B6265 21% 5 918,380 am  § 922,435  o0.4%
Rec & Parks S 301,705 $ 313,710 aex & 321615 2a5% 5 329,600 25% 5 338,605 am  § 347,845  2.7%
Tokal $ 1,924,900 $ 2,087,799 esx S 2125732 1% 5 2,187,880 29% S 2,254,247 ao% 5 2,285470 14%
General
General Sexvices S 253,250 $ 261,325 sax S 264,875 4% $ 268,200 1ax $ 270,530 osx $ 272,870  osu
Municipal Center S 91,360 S 94,475  za% S 97,735 as% 5 100,845 s § 104,405 3sx S 107,835  aawx
Deht/Deabt Service § 1,471,325 $ 1285375 .axe% S5 1,359,075 -20% § 1,109,300 a1ex $ 1,06L000 .qax  $ 1,035,000 7%
Risk 5 845,000 5 918,500 s S 998,550 se% 5 L0B7,025 esx § 1,183,467 sex S 1,289,080  asu
Attorney $ 114,200 $ 116,364 9% S 118,571 1sx 5 120823 1s% $ 123,119 19%  $ 125,462 1.9%
Human Services $ 185595 $ 185595 oex 5 1B5595 oox $ 185595 apmx 5 185595 oox S 185,595  0.0%
Auxiliary Services 5 612,919 $ 627,919 zax 5 642,819 2% 5 645919 aes% 5 652,019 11 S 662,919  15%
Windham Regional ] 27,500 s 28,050 zox & 28,611 20% 5 29,183 zo% 5 0767 20w 5 30,362 2.0%
County Tax g 85,000 S 87,000 2ax S BB,000 11% & 89,000 11% 5 0,000 1% 5 91,000 1%
Cowntown Program 5 80,000 S 80,000 oox S 80,000 oo% § 80,000 oon S 30000 oom 3 80,000 oo%
Total $ 3,766,149 $ 3,684,603 23 § 3,764,331 22% § 3,715850 -1a% & 3,780,802 1y § 3,877,132 us%
To Caplital $ 1,295,000 $ 1,000,000 228% $ L000,000 oox $ 1,000,000 eox 5 1,000,000 oox  $ 1,000,000 o0%
To Solld Waste $ 510,000 $ 520,000 204 5 530,000 1s% $ 540,000 19% 5 550000 texm & 560,000 1.8
Total $ 1,805,000 $ 1,520,000 asex $ 1,530,000 eg% § 1,540,000 erx 5 1,550,000 o0e%  § 1,560,000  o0.5%
Total Expenses $ 18,068,192 $ 18,268,043  1a% $ 18,725,272 25% & 19,093,288 20% 5 19,561,033  24x  § 20,070,405  a.su
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