MEMORANDUM

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

Date: September 30, 2020

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 FY26. 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 FY22 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:
e Summary by Type of Revenue and Expenditure
e Detailed Forecast using the Town’s usual budget line items

Here is what | believe to be the most important information in (and about) the 2020 LTFP:

o 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 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
FY22 3.65 cents 2.8%
FY23 3.46 cents 2.6%
FY24 3.98 cents 2.9%
FY25 3.87 cents 2.7%

FY26 3.66 cents 2.5%
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This property tax rate forecast predicts an average annual increase in municipal
property taxes of approximately $70 (less than $18 per quarter) for more than half
of the homeowners in Brattleboro.

The first year of 1% Sales Tax collections far exceeded our expectations, even though
the final two quarters were affected by the widespread economic impacts of COVID-19.
Based on actual FY20 receipts of $833,775 and employing our practice of estimating
revenues conservatively, we have included $825,000 of Sales Tax revenue in each year
of the forecast.

After years of steady and significant increases, revenue from the 1% Meals+Rooms Tax
declined by 14% in FY20 from $437,489 to $375,512. Our forecast predicts small but
steady Meals+Rooms collection increases of $10,000 per year as the restaurant and
lodging industries recover from COVID-19 impacts.

Employee Contributions to Health Insurance Premiums are predicted to increase by
$45,000 in FY22 (when employee contributions will increase from 1% of the applicable
premiums to 3% of the applicable premiums) and by another $55,000 in FY23 (when
employee contributions will increase to 5% of the applicable premiums). The forecast
assumes that the contribution rate remains at 5% of the applicable premiums for the
remaining 3 years of the forecast period, resulting in small incremental increases in total
employee contributions for those years.

Planning permit fees are predicted to be $30,000 in each of the 5 years of the forecast
period. This is reduced from the $40,000 estimate that had been included in recent
budgets and prior LTFPs because the Town has substantially under collected this revenue
(compared to budget) for several years in a row.

Rental Income in the Police Department revenue forecast is predicted to decline by
$10,000 from FY21 to FY22 and then to increase slightly in each of the subsequent years.
This is because of a reduction in rent paid by the Brattleboro Reformer from $12.73 per
square foot to $8 per square foot for calendar year 2021 and the expectation that this
rental payment will then bounce back from this COVID-impacted reduction.

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%) and since these funds should only be used for
non-recurring expenditures, staff will continue to recommend that each year’s available
fund balance be used to supplement the transfer from the General Fund to the Capital
Fund as further described below.

This forecast reflects the Town’s continuing commitment to budget at least $1 million each
year for capital projects and equipment. Since $1 million is less than is required annually
to continue catching up on our long-term infrastructure needs and to maintain a steady
approach to funding major equipment replacement, the forecast shows planned increases
in the transfer to capital of $100,000 in FY23, $50,000 in FY24, and $50,000 in FY25.

In addition, as described immediately above, staff will continue to recommend that annual
budget surpluses be invested in capital by using transfers of excess fund balance to
supplement the annual transfer to capital that is shown in this LTFP.

At the recommendation of Representative Town Meeting’s (RTM’s) Finance Committee,
we plan to incorporate the Town’s Solid Waste revenues and expenditures as line items
in the General Fund budget beginning in FY22. Those revenues and expenditures
already have been credited to/against the General Fund, but the Solid Waste budget
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was shown separately and the overall impact to the General Fund was shown as a

single line item in the amount of the transfer from the General Fund to Solid Waste.

This problem was compounded by the fact that volatility in global recycling markets and
less-than-expected revenue from pay-as-you-throw garbage bag sales have resulted in
annual supplemental transfers from the General Fund to Solid Waste above and beyond
the amounts shown in the annual budget. From FY22 forward, all Solid Waste revenues
and expenditures will be more transparently documented in the LTFP, in the annual budget,
and in all our other budget-related financial reports.

The cost of the Town’s commitment to professional and proactive human resources
management will be consolidated into a separate Human Resources departmental budget
beginning in FY22. Our expenditure estimate for that first-year HR budget is $110,230,
but most of this ($97,730 or 89%) is offset by reductions in the Town Manager’s Office
and General Services budgets.

The forecast anticipates an average annual increase in total employee salaries Townwide
of 2.76%. This reflects 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.

The annual cost for pre-funding retirement benefits for General Fund employees is
expected to increase by approximately $60,000 during the forecast period. However,
because of retirement plan changes approved during 2016, the General Fund’s FY24
retirement program costs are expected to 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 FY21 budget for retirement benefits for General
Fund employees is approximately $35,000 below the FY17 budget for the prior benefits.)

We have stabilized the rate of increase for employee benefits overall. This had been a
rapidly escalating expense in the Town’s budget, but actions taken in 2015 through 2019
reduced the rate of increase in last year's forecast to approximately 3.4%. This year's
forecast maintains that 3.4% rate of increase for the FY22-FY26 forecast period.

Annual departmental expenses (the non-personnel costs of each department’s operations)
are forecast to increase by approximately $375,000 overall between FY21 and FY26.

This rate of increase of approximately 3.5% per year is primarily because of significant
increases in the “Public Works Drainage” program that is required for the Town to comply
with stormwater management regulations imposed by the State of Vermont. The annual
cost of that program is expected to increase by approximately $83,000 (nearly double the
FY21 amount of $84,500 for stormwater management) and this one program accounts for
almost a quarter of the overall increase in departmental expenses. The balance of the
increase in departmental expenses is comprised of small incremental increases in many
different line items.

In the first LTFP (back in 2016) and in every LTFP update since then, we have reported
on the Town’s excessively escalating workers' compensation costs and the efforts being
made to contain them. Our increased emphasis on avoiding work-related injuries and on
returning injured employees to work as soon as possible has halted the large annual cost
increases for workers’ compensation (that increase was 19.6% from FY18 to FY19) and
actually resulted in a cost reduction of 2.8% from FY19 to FY20. However, a single large
claim can have a significant impact on the following years’ premiums so, employing our
practice of estimating expenditures conservatively, the forecast shows 5% annual
increases for workers’ compensation expenditures (down from 10% annual workers’
compensation increases in all our prior LTFPs).
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We have projected Human Services funding to remain flat throughout the forecast period.
That funding has been increased by RTM in each of the past 3 years. For FY22 and
beyond, RTM has recommended that the Town commit 2% of the annual General Fund
budget to Human Services funding. That recommendation will be considered by the
Selectboard during the FY22 budget process and will likely receive additional consideration
at the 2021 RTM. For the purposes of this LTFP update, we have applied the previously
agreed upon informal standard of 1% of the General Fund budget and have found that
level-funding of Human Services expenditures will slightly exceed that standard in every
year of the forecast. If the 2% standard is adopted, annual Human Services funding will
increase by approximately $200,000, requiring approximately 1.74 additional cents on the
municipal property tax rate.

Annual expenditures for ambulance services are projected to increase by approximately
14% ($38,000) 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 obligations will decline
by $277,375 (21.6%) from FY21 to FY26.

Planning is continuing for future replacement of the Public Works Facility and several
major components of the infrastructure at Living Memorial Park. In last year’s Capital
Improvement Plan, we included a placeholder estimate of approximately $5 million for
these projects and showed them being funded by bonds. While we do not yet have
updated cost estimates and must emphasize that future cost estimates might be higher
or lower than the current conceptual placeholder, we have estimated the debt service
on that amount of bonds (approximately $255,000 per year if the bonds are issued for
a 30-year term at 3% interest) to be approximately equal to the amount of debt service
that will be retired during the current forecast period.

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. We are currently completing a feasibility
analysis to determine if the conceptual plan for sharing the building with the Windham and
Windsor Housing Trust (housing on the upper two floors, Town offices on the first floor,
offices and meeting rooms in the basement) is physically constructable and financially
viable. In the next few months, it will become clearer whether and when this project may
move forward. For now, since the timeframe and details for the renovation project are
currently unknown, we have not attempted to reflect the operational impact of the project
in this document.

On behalf of the Town'’s entire management team, | look forward to presenting the LTFP to you
and the public at the October 6 Selectboard meeting and to using this resource together as we
proceed through the FY22 budget process and beyond.

Attachments

Patrick Moreland, Assistant Town Manager
All Department Heads



Long Term Financial Plan - 2020
Summary By Type of Revenue and Expenditure

Revenue
Taxes
Property Taxes $ 15,235,166 $ 15,654,983 28% $ 16,053,306 25% $ 16,510,515 28% $ 16,955,143 27% $ 17,376,282 2.5%
Meals/Rooms $ 440,000 $ 385,000 -125% $ 395,000 26% $ 405,000 25% $ 415,000 25% $ 425,000 2.4%
Sales Tax $ 630,000 $ 825,000 31.0% $ 825,000 o0.0% $ 825,000 o00% $ 825,000 o0.0% $ 825,000 o0.0%
In Lieu of Taxes $ 180,000 $ 180,000 o0.0% $ 180,000 o0.0% $ 180,000 o0.0% $ 180,000 o00% $ 180,000 0.0%
Total $ 16,485,166 $ 17,044,983 344 §$ 17,453,306 24% $ 17,920,515 27% $ 18,375143 25% $ 18,806,282 2.3%
Penalties/Interest
Finance $ 135,000 $ 135,000 o00% $ 135,000 o0% $ 135,000 o0.0% $ 135,000 o0% $ 135,000 o0.0%
Listers $ 1,800 $ 1,800 o00% $ 1,800 o0.0% $ 1800 oo0% $ 1,800 o00% $ 1,800 o0.0%
Police $ 23,000 § 23,000 o00% $ 23,000 o0% $ 23000 o0% $ 23,000 o00% $ 23,000  0.0%
Total $ 159,800 $ 159,800 o00% $ 159,800 o0.0% $ 159,800 o00% $ 159,800 o00% $ 159,800 o0.0%
Fees for Service
Town Clerk $ 105,000 $ 105,000 o00% $ 105,000 o00% $ 105,000 o0.0% $ 105,000 o0% $ 105,000 0.0%
Library $ 22,500 $ 21,500 44% $ 21,500 o00% $ 21,500 o00% $ 21,500 o00% $ 21,500 o0.0%
Fire $ 83,250 $ 83,370 o01% $ 83,370 o0.0% $ 89,117 69% $ 89,117 oo% § 89,242 o04%
Solid Waste $ - $ 307,000 100.0% $ 307,000 o0o0% $ 307,000 o00% $ 307,000 o00% $ 307,000 o0.0%
Municipal Center $ 18,000 $ 18,000 o0% $ 18,000 o00% $ 18,000 o0.0% $ 18,000 o00% $ 18,000 o0.0%
Police $ 87,786 $ 88,020 o03% $ 88,270 o03% $ 88,520 o03% $ 88,770 o03% $ 89,020 o0.3%
Rec & Parks $ 238,200 $ 239600 o06% $ 241,100 o06% $ 242,300 o05% $ 243,300 o04% $ 244,300  0.4%
Total $ 554,736 $ 862,490 s55% $ 864,240 o02% $ 871,437 os8% $ 872,687 o01% $ 874,062 o0.2%
License/Permits
Finance $ 50,000 $ 50,000 o00% $ 50,000 o00% $ 50,000 o00% $ 50,000 o00% $ 50,000 o0.0%
Town Clerk $ 31,600 $ 31,600 o00% $ 31,600 o00% $ 31,600 o00% $ 31600 o00% $ 31,600 o0.0%
Planning $ 40,000 $ 30,000 -250% $ 30,000 o00% $ 30,000 o00% $ 30,000 o00% $ 30,000 o0.0%
Police $ 20 $ 20 o00% $ 20 o0o0% $ 20 o00% $ 20 oo% $ 20 0.0%
Total $ 121,620 $ 111,620 s82% $ 111,620 o0% $ 111,620 o00% $ 111,620 o00% $ 111,620 o0.0%
Other
Governmental $ 405,000 $ 420,000 37% $ 422500 o06% $ 425000 o06% $ 427,500 o06% $ 430,000 o.6%
Employee Contributions  $ 20,000 $ 65,000 2250% $ 120,000 846% $ 126,000 s50% $ 132,300 s50% $ 138,915 s0%
Fund Balance $ 223,000 $ - -1000% $ - 00% $ - 0.0% $ - 0.0% $ - 0.0%
Transfers $ 340,000 $ 346,800 20% $ 353,736 20% $ 360,811 20% $ 368,027 204 $ 375,387 20%
Misc $ 135,635 $ 65,500 -51.7% $ 75500 153% $ 85,500 13.2% $ 95500 M17% $ 105,500 10.5%
Total $ 1123635 $ 897,300 -201% $ 971,736 83% $ 997,311 26% $ 1,023,327 26% $ 1,049,802 2.6%
Total Revenue $ 18,444,957 § 19,076,193 34w $ 19,560,702 2.5% $ 20,060,683 26% $ 20,542,577 24% $ 21,001,567 2.2%
Expenses
Salaries
Town Manager $ 311,670 $ 251,785 -19.2% $ 256,805 20% $ 261,935 20% $ 267,165 20% $ 272,485 2.0%
Finance $ 330,280 $ 332,835 o08% $ 341,120 25% $ 349,610 25% $ 358,320 25% $ 367,260 2.5%
Human Resources $ - $ 69,080 $ 73,270 $ 74,735 $ 76,230 $ 77,755
Town Clerk $ 138,375 $ 142,665 31% $ 145962 23% $ 149,335 23% $ 154,210 33% $ 157,720 23%
Assessor $ 141,405 $ 150,240 62% $ 156,905 4.4% $ 160,910 26% $ 165,015 26% $ 168,635 22%
Planning $ 235515 § 242,035 28% $ 247,910 24% $ 253,930 24% $ 260,100 24% §$ 266,425 24%
Library $ 504,665 $ 515,400 21% $ 529,970 2a28% $ 545150 29% $ 558,745 25% $ 569,685 2.0%
Fire $ 1,802,190 $ 1,850,793 27% $ 1,904,025 29% $ 1,950,855 25% $ 1,998,705 254 $ 2,041,910 22%
Facility Maintenance $ 142,020 $ 145175 22% § 148,420 22% $ 151,750 22% $ 155,185 22% $ 158,645 2.2%
Police $ 1958855 $ 2,021,090 32% $ 2,091,578 ass% $ 2,157,350 3% $ 2222998 30% $ 2,283,778 27%
Dispatch $ 543,125 $ 558,275 284 $ 575495 34% $ 593,290 34% $ 610,585 29% $ 627,955 2.8%
DPW $ 1086695 § 1,109,590 21% $ 1,158,770 44% $ 1,183,695 22% $ 1,219,150 0% $ 1,248,530 24%
Rec & Parks $ 518,405 $ 537,872 38% $ 549,557 22% $ 564,161 27% $ 578,683 26% $ 588,920  1.8%
Total $ 7,713,200 $ 7926835 28% $ 8,179,787 32% $ 8,396,706 27% $ 8,625061 27% $ 8,829,703 24%
Employee Benefits
Vacation Accrual $ 30,000 $ 30,000 o0% $ 30,000 o0.0% $ 30,000 o00% $ 30,000 o0% $ 30,000 0.0%
Social Security $ 566,500 $ 577,830 20% $ 589,387 204 $ 601,174 20% $ 613,198 204 $ 625,462 2.0%
Employee Retirement $ 575,255 $ 586,760 20% $ 598,495 204 $ 610,465 20% $ 622,675 20% $ 635,128 2.0%
Health Insurance $ 1,777,695 § 1,866,580 so0% $ 1,959909 so% $ 2,057,904 so0% $ 2,160,799 so0w $ 2,268,839 50%
Opt Out / HSA $ 180,000 $ 180,000 o00% $ 180,000 o0.0% $ 180,000 o0.0% $ 180,000 o0o0% $ 180,000 o0.0%
HRA Expense $ 215,000 $ 215000 o0% $ 215,000 o00% $ 215,000 o.0% $ 215,000 o0% $ 215,000 o0.0%
HRA Administration $ 10,000 $ 10,000 o00% $ 10,000 o00% $ 10,000 o00% $ 10,000 oo0% $ 10,000 o0.0%
Unemployment $ 10,000 $ 10,000 o0% $ 10,000 o0% $ 10,000 o00% $ 10,000 o00% $ 10,000 o0.0%
Life insurance $ 33,075 $ 34,729 s50% $ 36,465 s50% $ 38,288 s50% $ 40,203 s50% $ 42,213 50%
Dependant Care $ 1,500 $ 1,500 o00% $ 1,500 o0o0% $ 1,500 o0% $ 1,500 o0.0% $ 1,500  0.0%
Total $ 3,399,025 $ 3,512,399 3a% $ 3,630,756 4% $ 3,754,332 34% $ 3,883,375 aa% $ 4,018,142 35%
Department Expense
Town Manager $ 9300 $ 8650 0% $ 8650 o0.0% $ 8,650 o0.0% $ 8,650 o00% $ 8,650 o0.0%
Finance $ 34,300 $ 32,050 66% $ 32,050 o00% $ 32,050 o00% $ 32,050 o0o0% $ 32,050 o0.0%
Human Resources $ - $ 41,150 100.0% $ 41,150 o0.0% $ 41,150 o00% $ 41150 o00% $ 41,150  0.0%
Town Clerk $ 54,200 $ 58,700 83% $ 60,200 26% $ 59,700 0s8% $ 61,200 25% $ 59,700 -2.5%
Assessor $ 21,500 $ 20,200 690% $ 20400 10% $ 20,700 15% $ 21,400 34% $ 21,500 o0.5%
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Long Term Financial Plan - 2020
Summary By Type of Revenue and Expenditure

33,200 o0.0%

Planning $ 34,400 $ 33200 as5% $ $ 33420 o07% $ 34500 32 $ 33,500 -2.9%
Library $ 151,680 $ 159,110 49% § 163,250 26% $ 168,690 33% $ 171,455 18% $ 174,025 1.5%
Fire $ 255,450 $ 264,610 36% $ 273,240 33% $ 281,270 29% $ 287,960 24% $ 293,890 2.4%
Facility Maintenance $ 1,825 $ 1825 o0% $ 1825 o00% $ 1,825 o00% $ 1,825 oo0% $ 1,825 o0.0%
Police $ 345875 §$ 344,802 03% $ 355,680 324 $ 368,296 35% $ 375,956 21% $ 383,867 2.1%
Dispatch $ 12,450 $ 12,185 24% $ 12,185 o00% $ 12,220 o03% $ 12,220 o00% $ 12,220 0.0%
DPW $ 829,460 $ 877,325 s8% $ 924,485 s54% $ 960,065 38% $ 993,550 3s5% $ 1,025,675 s32%
Rec & Parks $ 291475 § 302,395 1% $ 308,855 214% $ 316,850 26% $ 324,230 23% $ 329,245 1.5%
Total $ 2041915 $ 2,156,202 s56% $ 2235170 37% $ 2,304,886 31% $ 2,366,146 27% $ 2,417,297 22%
General
General Services $ 261,250 $ 244800 3% 3 250,625 24% $ 256,455 234 $ 262,295 23% $ 268,175 2.2%
Municipal Center $ 89,415 § 82,255 8.0% $ 83,925 20% $ 86,485 31% $ 88,745 26% $ 91,375  3.0%
Debt/Debt Service $ 1285375 § 1,259,075 .zo% $ 1,109,300 -119% $ 1,061,000 44% $ 1,032,000 -27% $ 1,008,000 -2.3%
Risk $ 845000 $ 885750 48% $ 928,538 48% $ 973464 a4s% $ 1,020638 4s% $ 1,070,169 4.9%
Attorney $ 116,917 $ 119,136 19% $ 121,398 19% $ 123,706 1.9% $ 126,060 19% $ 127,850 1.4%
Human Services $ 190,105 $ 210,339 106% $ 210,339 o00% $ 210,339 o0% $ 210,339 o00% $ 210,339  0.0%
Auxiliary Services $ 529,548 § 539,300 18% $ 545900 1.2% $ 552,615 12% $ 589300 12% $ 566,300 1.3%
Solid Waste $ - $ 897,825 100.0% $ 920,201 25% $ 943,416 28% $ 967,502 26% $ 992,498 2,6%
Windham Regional $ 27,822 $ 28,378 20% $ 28,946 20% $ 29,525 20% $ 30,115 20% §$ 30,718  2.0%
County Tax $ 87,000 $ 88,000 11% $ 89,000 14% §$ 90,000 11% $ 91,000 14% $ 91,000 o0.0%
Downtown Program $ 80,000 § 80,000 o00% $ 80,000 o0.0% $ 80,000 o0.0% $ 80,000 o00% § 80,000 o0.0%
Total $ 3512432 § 4434858 263% $ 4,368,172 5% $ 4,407,005 o09% $ 4,467,994 14% $ 4,536,425 1.5%
To Capital $ 1,223,000 $ 1,000,000 -82% $ 1,100,000 100% $ 1,150,000 4s5% $ 1,200,000 43% $ 1,200,000 o0.0%
To Solid Waste $ 555,385 $ - -1000% $ - 0.0% $ - 0.0% $ - 0.0% $ - 0.0%
To Parking Fund $ - $ 450900.00 100.0% $ 4681800 20% $ 47,75400 20% $ - -100.0% $ - 0.0%
Total $ 1,778,385 $ 1,045900 412% $ 1,146,818 9e% $ 1,197,754 44% $ 1,200,000 o02% $ 1,200,000 0.0%
Total Expenses $ 18,444,957 § 19,076,193 34% $ 19,560,702 25% $ 20,060,683 26% $ 20,542,577 24% $ 21,001,567 2.2%
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