Memorandum
To:  Hailey City Councﬂ
From: Rick Davis, Mayor
Heather Dawson, City Adrmmstrator
Becky Stokes, Treasurer

Re: "~ Mayor’s Budget Goals — Introduction of 2011-2012 Preliminary Budget

Date: July 11, 2011

This is the fourth year we will be setting budgets together in a deteriorated economy. Although

- some revenue sectors show nnprovement others continue to decline. This economic state is
being termed “the new norm”, and our budget projections no longer take the approach that this -
new norm may change in the near term. We project operating revenues to be 3% lower in the.
coming year, and must set our budgets lower accordingly. '

We have set our top priority to be budget management that gives permanent value to our
residents and businesses, at the least expense to them. Protection of life, the care of our
infrastructure and environment for longevity and safety, and the cultivation of our economic
climate bring that stable value at the lowest cost to us all.

Many city departments showed, in their first draft, increased expense budgets, largely due to fuel
costs and the need to replace/repair aging equipment and infrastructure. Suspended equipment
replacement and repair programs may serve as a short-term budget management method, but not
for the long term. . »

In addition to departmental budgets, long-standing and new contractuai partners have asked for
increased funding from the City of Hailey. To select the most permanent value for our budget

dollars we recommend careful choices.

Guide to the Spreadsheets

The first two spreadsheet pages include 1) the First Draft Budget Summary, which shows all
requests presented from departments and contractual partners, and 2) detail from the Legislative
page, upon which most of the requests made from contractual partners, with their previous years’
histories, are shown. This is not the budget we are recommending, as it far exceeds our revenue
capacity and would set expenses above revenues by $325,000. The remainder of the
spreadsheets (pages 123 through 147 in your packet) contains a fully balanced budget, with
detail included for your discussion. - Amounts adjusted downward from the first draft have been
highlighted in the department pages with a bolded italic font.

Department budgets contain all salaries, benefits, maintenance, capital, and grant programs. The
budget process begins and ends in these department pages, which are intended to give the council
and public an at-a-glance view of the expense needs. When a capital project is conceived, itis
drafted into a department budget, and when completed, the financial statements again show it
capitalized in that department. The Street Department budget, for example, will contain the
Woodside Boulevard project, and when completed, the boulevard will be capitalized and
depreciated within the Street Department in our annual financial reports. The other, non-

-117-



departmental pages are designed to compile the impact of the budget on the various funds
through which the budget is spent. '

Support for the commissions and boards are within the affiliated department’s budget. The Tree
Committee, for example, is funded through the Public Works budgets, the Parks and Lands
Board meets its needs through the Parks budget, the Historic Preservation Commission and
Planning and Zoning Commission are supported through the Community Development
Department budget (formerly Building and Planning). The Arts Commission spearheads
planning, programs, and projects for all departments, and has therefore been captured in a non-
departmental budget (currently Legislative). It is the responsibility of each department manager
to balance the planning and project needs of their boards against the maintenance and
infrastructure needs of their departments. ' |

Contracts with other departments have traditionally been captured in the Legislative department,
unless they are predominately departmental. The Law Enforcement budget, for example,
contains the Misdemeanor contract, the Emergency Communications (dispatch) contract, and the
Police Records Management System (RMS) contract; although there may be a few “‘

" misdemeanors that are civil and some dispatch communications that are Fire or EMS. As Hailey
develops its Community Development Department, some contracts which have traditionally been
shown in the Legislative budget could be moved to the Community Development department,
such as the Hailey Chamber of Commerce contract and economic development contracts. We
have not moved them at this time; they still can be found on the Legislative page.

Contractual Partners Funding Requests

As Hailey’s revenue declines, our contractual partners continue to request increased funding and
activities. Considering only those contracts for services from other public or non-profit agencies
(not professional service contracts), they constitute approximately $400,000, or 10% of our
operating budget. We recommend reducing those contracts, collectively, to half that amount.
We propose to do that as follows: :

Emergency Communications (Dispatch) — i
The Hailey City Council identified as a priority, in its July 2010 Strategic Plan, to find a solution
to unresolved dispatch questions and the resulting economic hardship to Hailey taxpayers.. Since
reluctantly agreeing, in late 2008, to support Blaine County’s Emergency Comimunications
Center while county officials pursue answers, Hailey has forwarded over $350,000 to the county
for dispatch services. In the same time period, Hailey reduced its operating budget from $4.6
million to the proposed $4.0 million. The effect of these two statistics is $1 million lessin
operation funds for Hailey streets, police, community development, library and parks.

We’ve reduced budgeted staff numbers from their 74.3 peak to the current 59.3, less 15
positions. That 20% reduction was further enhanced by 2 reduction in benefits and management
of overtime, comp time, and training. Overtime and comp time were reduced from $43,000 paid
in 2007 to $2.000 paid last year. Hailey continues to train its employees, but seeks granted, non-.

tuition, or web-based training as often as possible to, reduce costs. Besides reducing costs,
Hailey worked to increase its revenue, and has been successful in funding 5 of its employees and
their benefits through grants or cooperative contracts. . ~

In contrast to Hailey’s efforts, the Emergency Communications Center budget still propOses 13

employeses, it allocates $76,000 in overtime (twice the amount of Hailey’s 70+ employee peak
use), and over $35,000 in travel and training. Their non-salary/benefits “B” budget has more
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than doubled, from $34,000 to $88,000. There are, to our knowledge, no grants in place to help
fund the dispatch center. Hailey can not continue to sustain these increases with our declining
budgets.

Additionally, Blaine County has identified that it will begin moving toward a “call-for-service”
funding distribution model, which would shift a larger portion of cost to the City of Hailey in the
future. Hailey must, .as its top budget priority, explore alternatives to supporting the dispatch -
service as it is currently structured to cost somewhere between $143,000 and $158,000.

Other Agency Contracts —

The discussion above regarding the Emergency Communications Center raises questions, many
of which are applicable to other organizations. For example, how have other agencies managed
or downsized their staffing levels and benefits? What are their training needs? Have grants been
procured? What is their mission, and is it also our mission? Is their function fundamental to our
primary goals? Can resources be shared and redundancies eliminated? As these questions are
asked, we must look to pooling resources as a method of achieving more with less, rather than
dividing resources. We have an example of this in Hailey taking on Blaine County Housing
Authority’s bookkeeping tasks last year, rather than forwarding funds to BCHA to pay for
bookkeeping services. Between now and the August 22™ public hearing on the budget, we will
be talking with each agency to find out how we can better pool resources for the benefit of all
our bottom lines. Through these conversations, we will be able to identify the best opportunities.
In the interim, we have penciled in $75,000 reduced. contract payments, spread evenly at a 25%
reduction to each existing contract, with no amounts allocated to new contracts. We don’t
expect, at the conclusion of our conversations with each entity, that this across-the-board 25%
reduction method is the best approach; rather, we will be looking for the best ways to set
contracts $75,000 lower overall at the best value to everyone.

Salaries and Benefits

Operational spending was cut down in previous years, and continues to be held at the lower flat
level in the areas of training, travel, utilities, and general salaries. City employees’ health
benefits were previously reduced and will be redesigned again to achieve lower costs. We have
begun working with our insurance companies to identify new benefit designs at lower premium -
costs, continuing our goal of keeping our benefits as stable as possible. We have previously used
the HRA/VEBA contribution method as a way of stabilizing the benefits for employees. We
have targeted the need to achieve an $85,000 reduction in benefit costs through our negotiations

- with insurers, and have shown that reduction within this budget draft. The details will be worked
out with-insurers during the next four months negotiations. '

We have removed from the proposed budget currently unfilled positions, including one in
Community Development, Fire, Library, Water, and Wastewater.

Very few planning applications have been received in recent months, so we have
correspondingly reduced the budgeted planning hours. A portion of the Planner’s time 1s
assigned to business community interface by handling the sign and business license applications,
which activity will continue.

The grant revenue to develop a Local Energy Assurance Plan will discontinue after April 2012,
when the project is completed. We will continue to carry on LEAP coordination functions
through the assistant city engineer’s position, but the budgeted hours will be decreased in direct
proportion to the decrease in grant revenue.
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Equipment Replacement

Equipment repair and replacement, including street mamtenance rolling stock, fire trucks, pohce
cars, and computer hardware and software, were eliminated from budgets over the past two
years, with the exception of one replacement item, a low-fuel-use police car, which 1s budgeted
in the current year. In the new projected budget, we have budgeted another police car
replacement, a fire truck replacement with Development Impact Fees, and necessary repairs to
the Street Depart:ment Fleet.

Grant Fund
The FY 2011 budget created a new Grant Fund, in which staffing and 1mprovements were added

by virtue of a successful ‘grant program. Included 1 in this 2012 budget are two positions which
continue to be funded through grants: . : ‘ :

Pohce.Ofﬁcer funded through an economic recovery grant to replace police safety
o ' .positions eliminated from budgets due to the economy. Hailey had
eliminated a position in fall 2008. The grant was awarded fall 2009 at
_ . -which time the officer was hired (4-year program).
Sustainability =~ - funded through the EPA, this Community Climate Showcase Grant _Vfunds
Coordinator - various sustainability projects and the salary of a Sustainability Coordina-
‘ ‘ tor. Awarded in February 2011, this grant fundsa 3-year program.

LEAP = . Finalizing fhe Local Energy Assurance Plan, begun in June 2010, will be
Coordinator o accomphshed by the end of April, 2012. .

Other grants W1ll be for cap1tal projects, 1nclud1ng the Woodslde Bouleva:rd Complete Street
Reconstruction grant of $3.5 million.

Water and Wastewater Funds ;
Unfilled positions exist in both the water and wastewater departments. Both departments have

very good reasons to fill these positions, and have requested to do so, since rates can be set to. .
cover the costs. However, wastewater rates will need to be increased for other reasons, and we
do not want to increase rates more than absolutely necessary. In the interest of consistency, we
- have not budgeted the replaeed stafﬁng nor any salary increase requests made by these

- departments.”

~“Wastewater rates need to be 1ncreased because under our bond agreement, we must collect
125% of our operating expenses. ‘When we decreased rates two years ago, we decreased them
too much to meet this requirement. We will be evaluating the correct wastewater rate and ,
scheduling that for public hearing. As an offset to wastewater rate-payers facing an increase, we
will decrease the water rate as much as possible. Accordingly, we will be setting both water and
wastewater expense budgets lower: Water down 5% and Wastewater down 1.5%.

Budget Schedule
The Mayor is responsible for presentmg a balanced budget to the City Councﬂ The Clty
Councﬂ is responsible for adopting a budget. -The process for adoption follows several steps:

1. July 11 — Preliminary Budget introduced with concepts and goals. Council d1scusses.

2. Tuly 25 —~ Administration incorporates Council comments and further findings into
budget, which is tentatively adopted by the Council. This draft is published for pubhc
hearing on August 22. The amounts can be amended but not exceeded after that action.

3. Aug 22 — Public hearing on the budget. Adoption of ordinance and cert1ﬁcat1on of levy.
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City of Hailey Fiscal Year 2011/2012 Proposed Amended Budget

SUMMARY ALL FUNDS
GENERAL FUND OPERATING REVENUE Budget
Account Title ) FYE 2010 ACTUAL FYE 2011 Approved  FYE 2011 Amend __ FYE 2012 Proposed '% Change Increase
General Government Taxes $1,875,524 $1,940,047 $1,940,047 . $1,897,798 2.98%' 857,751
Fines, Fees, and Permits $328,974 . $378,800 $378,9800 . $270,200  -28.69% ($108,700)
Franchise Fees $279,357 $279,000 $278,000 $270,000 -3.23%: ($8,000)
LOT, Interest, Donations, and Misc.. $540,416 - $352,822 $352,822 ° - $343,000 -2.78% (89,822
State Sales, Highway, & Liquor Taxes $911,698 $912,674 @ $912,674 $898,002 . -1.61%: ($14.672)
Revenue from Leases and Contracts $298,346 $333,579 $333,579 ° $296,000 . -11.27%: (837.579)
SUBTOTAL Operating Revenue $4,234,314 | $4,197,022 $4,197,022 . $4,075,000 -2.91%! (8122,022)
GENERAL FUND OPERATING EXPENSES : ; : ;
Account Title i FYE 2010 ACTUAL ' FYE 2011 Approved | FYE 2011 Amend : FYE 2012 Proposed !% Change i Increase
Legislative $232,149 : $225,773 | $225,773 $262,323 ©  16.19%: $36,550
Administration (CEQ and Finance) $244,078 ! $259,903 | $258,903 | $253,440 | «2,49%' (§6,463)
Community Development (Planning & Building) $321,454 ! $222,783 $222,783 $337,352 -2.47% {$5,510)
Building-(Combined with Planning to Comm Devel) $0 ¢ $120,079 | $120,079 $0 | $0
Fire $439,781 $479,496 $479,496 $484,273 1.00% $4,777
Police $1,317,757 $1,385,131 $1,385,131 $1,414,732 2.14% $29,601
Library $450,069 $464,637 $464,637 | $471,722 1.52% $7,085
Public Works & Engineering $93,535 | $71,140 $71,140 $88,310 |  24.13% $17,170
Streets $818,103 $843,291 . $843,291 $952,399 12.94% $109,108
Parks $186,987 . $124,789 | $124,789 $135,798 8.82% $11,009
SUBTOTAL Operating Expenses ] $4,203,914 ' $4,197,022 ! $4,197,021 $4,400,347 . 4.84%! $203,327
OPERATING DEFICIT COVERED BY FUND BALANCE $30,400 | $0 ¢ ($0) ($325,347): i ($325,348}
GRANT PROGRAM REVENUE AND EXPENSES !
Revenue from Granis $234,571 $274,732 $506,955 $2,459,175 | 385.09% $1,952,220
Grant Match from General Fund $4,572 $28,600 $28,600 $42,883 49.94% $14,283
Grant Match from Water Fund $4,984 $4,984 $21,442 | 330.20% $16,457
Grant Match from Waste Water Fund $19,031 $47,484 $47,484 $21,442 -54.84% ($26,043)
Grant Match from Capital Fund ] $100,000 $100,000 -100.00% {$100,000)
SUBTOTAL Grant Revenue $258,174 | $455,801 $688,024 $2,544,941 269.89% $1,856,917
Grant Expenses $258,174 | $455,801 $688,024 | $2,544,941 | 269.89% $1,856,817
CAPITAL FUND REVENUE
Countryside light $286,543
DIF, Annexation Fees, Interest $3,500,000 $300,000 ; $300,000 ; $110,000 | -63.33% ($190,000)]
SUBTOTAL Capital Revenue $3,786,543 | $300,000 | $300,000 | $110,000 | -83.33% {$190,000)
CAPITAL FUND EXPENSES .
Capital Projects from Department Expense Budgets $120,038 $1,332,761 $1,332,761 $1,674,225 25.62% $341,464
Capital Projects - Hailey Rodeo Park : $399,848 $3,570,000 $3,570,000 $400,000 -88.80% ($3,170,000)
Unbudgeted Capital Reserve for future CIP: $0 $675,551 $675,551 ) -100.00% ($675.851)
SUBTOTAL General Capital Expenses $519,886 $5,878,312 $5,878,312 $2,184,225 -62.84% ($3,684.087)
: i |
BOND FUND i
Rodeo Bond Tax Revenue $1,523 $398,980 $398,980 $398,980 0.00% $0
Rodeo Bond Principle and Interest Payment - %0 $398,980 $398,880 ‘$398,980 | 0.00% $0
'
TOTAL GOVERNMENT FUND EXPENSE BUDGET $4,981,974 $10,930,115 $11,162,337 | $9,528,493 -14.64% ! {$1,633.844)
ENTERPRISE FUNDS
Account Title FYE 2010 Proposed | FYE 2011 Approved | FYE 2011 Amend : FYE 2012 Proposed % Change | _increase
WATER USER FUND i ]
Water User Revenues $913,169 $879,054 $878,054 $908,500 3.35% $29,446
Water Bond (DEQ SRF Loan ) Revenue $166,687 $169,093 | $169,083 $169,031 -0.04% {862)
Water Bond (DEQ SRF Loan ) Expense $80,114 $169,031 $169,031 | $169,031 0.00%! $0
Water User Expenses $940,736 $879,054 $879,054 i $894,103 1.71% $15,049
i | !
WASTEWATER USER FUND | i L
Wastewater User Revenues $1,104,990 $1,122,841 | $1,122,841 | $1,341,307 19.46% $218,466
Wastewater Bond Revenues $235,048 | $241,517 | $241,517 | $241,517 0.00% $0
{Wastewater Bond Expenses $32,375 : $241,517 | $241,517 $241,517 0.00% $0
Wastewater User Expenses $951,578 ¢ $1,122,841 ! $1,122,841 $1,132,523 0.86% | $0,682
| ' H . i i
WATER REPLACEMENT FUND ! : , !
Water Replacement Revenue $44,631 | $85,000 | $85,000 : $85,000 ! 0.00%' 30
Water Replacement Expenses $56,847 ¢ $78,000 $78,000 ' $319,000 | 308.97%! $241,000
WASTEWATER REPLACEMENT FUND i : i | |
Wastewater Replacement Revenues $31,157 ¢ - $75,000 ¢ $75,000 ° $80,000 : 6.67% $5,000
Wastewater Bond Revenues : $118,178 ! $118,178 : $920,178 :  678.64%: $802,000
Wastewater Bond Expenses $118,178 ¢ $118,178 .- $118,178 ° $118,178 . 0.00% . 80
Wastewater Replacement Expenses $5,085 $75,000 - $75,000 @ $882,000 . 1076.00%! $807.000
: ; : : : $0
TOTAL CITY BUDGET - ALL FUNDS $7,166,887 $13,613,736 $13,845,958 $13,284,845 1 -4.05%’ ($581,113)

7/7/20118:10 AM
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City of Hailey Fiscal Year 2011/2012 Proposed Amended Budget

SUMMARY ALL FUNDS

GENERAL FUND OPERATING REVENUE : . Budget
Account Titie FYE 2010 ACTUAL FYE 2011 Approved  FYE 2011 Amend _ FYE 2012 Proposed '% Change ' Increase
General Government Taxes $1,875,524 $1,940,047 $1,940,047 : $1,997,798 2.98% $57,751
Fines, Fees, and Permits : $328,874 $378,900 $378,900 : $270,200 | -28.68% ($108,700)
Franchise Fees ! $279,357 ' $279,000 : $279,000 ! $270,000 -3.23%. {$8,000)
LOT, Interest, Donations, and Misc.. $540,416 $352,822 ! $352,822 $343,000 ¢ -2.78%! ($9,822)
State Sales, Highway, & Liquor Taxes $911,698 : $912,674 . $912,674 | $898,002 ; ~1.61%! {314,672
Revenue from 1 and Contracts i $298,346 $333,579 | $333,579 ¢ $296,000 |  -11.27%! ($37.579)
SUBTOTAL Operating Revenue i $4,234,314 $4,197,022 | $4,197,022 | $4,075,000 | -2.91%!! ($122,022
| : i ! : !
GENERAL FUND OPERATING EXPENSES : ; ;
Account Title . FYE 2010 ACTUAL | FYE 2011 Approved | FYE 2011 Amend | FYE 2012 Proposed !% Change | Increase
Legistative $232,149 $225,773 $225,773 $188,621 -16.46% ($37,152)
Administration (CEO and Finance) $244,078 $259,903 $259,903 $251,632 -3.18% ($8,271)
Community Development (Planning & Building) $321,454 $222,783 $222,783 $244,153 -44.31% {$98,708)
Building-(Combined with Planning to Comm Devel) $0 $120,079 $120,079 $0 $0
Fire $439,781 $479,496 $479,496 $401,226 © -16.32% ($78.270)/
Police $1,317,757 $1,385,131 $1,385,131 $1,391,902 0.49% $6,771
Library $450,069 $464,637 $464,637 $439,945 -5.31% ($24,692)
Public Works & Engineering $93,535 $71,140 $71,140 $81,393 14.41% $10,253
Streets $918,103 $843,291 $843,291 $941,385 11.63% $98,094
Parks $186,987 $124,789 $124,789 $134,745 7.98% $9,856
SUBTOTAL Operating Expenses $4,203,914 $4,197,022 $4,197,021 ¢ $4,075,000 -2.91% ($122,020)
OPERATING DEFICIT COVERED BY FUND BALANCE $30,400 | ) $0 | ($0) s e 280 : i {30}
GRANT PROGRAM REVENUE AND EXPENSES
Revenue from Grants $234,571 $274,732 $506,955 $2,458,175 385.09% $1,852,220
Grant Match from General Fund $4,572 $28,600 $28,600 $42,883 49.94% $14,283
Grant Match from Water Fund $4,984 $4,984 $21,442 330.20% $16,457
Grant Match from Waste Water Fund $19,031 $47,484 $47,484 T $21,442 -54.84% ($26,043)
Grant Match from Capital Fund $100,000 $100,000 -100.00% ($100,000
SUBTOTAL Grant Revenue $258,174 $455,801 $688,024 $2,544,941 269.89% $1,856,917
Grant Expenses $258,174 $455,301 $688,024 $2,544,941 269.89% $1,856,917
CAPITAL FUND REVENUE
Countryside light $286,543
DIF, Annexation Fees, interest . . $3,500,000 $300,000 $300,000 $110,000 | -63.33% {$190,000)
SUBTOTAL Capital Revenue $3,786,543 $300,000 $300,000 $110,000 | -63.33% ($190,000)} -
CAPITAL FUND EXPENSES . : .
Capital Projects from Department Expense Budgets $120,038 $1,332,761 $1,332,761 $1,694,225 27.12% $361,464
Capital Projects - Hailey Rodeo Park $399,848 $3,570,000 $3,570,000 $400,000 -88.80% (83,170,000)
Unbudgeted Capital Reserve for future CiP $0 $675,551 $675,551 -100.00% |’ ($675,551)
SUBTOTAL General Capital Expenses $519,886 $5,878,312 $5,878,312 $2,204,225 -62.50% (83,674.087)
BOND FUND
Rodeo Bond Tax Revenue $1,523 $398,980 $398,980 $398,980 0.00% $0
Rodeo Bond Principle and Interest Payment 30 - $398,980 $398,880 $398,880 0.00% $0
TOTAL GOVERNMENT FUND EXPENSE BUDGET $4,881,974 $10,930,115 $11,162,337 $9,223,146 -17.37%| {$1.838.181)
ENTERPRISE FUNDS
Account Title FYE 2010 Proposed | FYE 2011 Approved | FYE 2011 Amend | FYE 2012 Proposed |% Change | increase
WATER USER FUND :
Water User Revenues $913,169 $879,054 $879,054 $908,500 3.35% $29,446
Water Bond (DEQ SRF Loan ) Revenue $166,687 $169,093 $169,093 $169,031 -0.04% (862)
Water Bond (DEQ SRF Loan ) Expense $80,114 $169,031 $169,031 $169,031 0.00% $0
Water User Expenses $940,736 $879,054 $879,054 $825,806 -6.06% ($53.249)
i |
WASTEWATER USER FUND !
Wastewater User Revenues $1,104,990 $1,122,841 $1,122,841 $1,341,307 19.46% $218,468
Wastewater Bond Revenues $235,048 $241,517 $241,517 $241,517 0.00% $0
Wastewater Bond Expenses $32,375 $241,517 _ $241,517 $241,517 0.00% $0
Wastewater User Expenses $951,578 $1,122,841 $1,122,841 $1,106,530 -1.45% ($16,311)
| |
WATER REPLACEMENT FUND | i i
Water Replacement Revenue $44,631 | $85,000 | $85,000 $85,000 0.00% $0
Water Replacement Expenses i $56,847 | $78,000 | $78,000 $319,000 | 308.97% $241,000
i ;
WASTEWATER REPLACEMENT FUND !
Wastewater Replacement Revenues $31,157 $75,000 $75,000 $80,000 | 6.67% $5,000
Wastewater Bond Revenues $118,178 $118,178 $118,178 0.00% $0
Wastewater Bond Expenses $118,178 ; $118,178 $118,178 $118,178 0.00% $0
Wastewater Replacement Expenses $5,085 ! $75,000 $75,000 $882,000 | 1076.00%! $807,000
- i 3 ; : v 1 E $0
TOTAL CITY BUDGET - ALL FUNDS : $7,166,887 : $13,613,736 | $13,845,958 ! $12,885,207 | -6.94%! (8950.751)|
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