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Budget Message
City of Falls City
Fiscal Year 2010-11

Honorable Mayor & Council,

Budget Committee Members,

and Falls City Residents:

Pursuant to Chapter 294, Oregon Revised Statutes, the following budget for fiscal year 2010-2011 has been prepared for the City of Falls City using budgetary practices and techniques recommended by the Governmental Accounting Standards Board and required by the State of Oregon. As required by State law, the proposed budget is balanced.

Within the framework and policies established by the State and the City, this budget has been prepared after analyzing and evaluating detailed requests from each of the City departments. The intent of this budget document is to provide a clear picture of the financial condition of the City and the planning needed to properly manage our financial resources for the coming year. Sincere appreciation should be expressed to the staff and department heads for the amount of work and effort expended throughout this process while trying to meet severe budgetary constraints.

The City of Falls City is at a crossroads with this budget. Over past years, the City has been able to continue to provide quality services, at increasing costs, with decreasing resources. However, the poor state of the economy nationwide, statewide, and countywide combined with growth in the costs of the services provided by Falls City, has led to a situation where the City is no longer able to sustain a budget where the expenditures outstrip the incoming revenues. Although these circumstances affect the Street Fund, Sewer Fund and General Fund portion of the budget more than the other funds, it is a broad issue that reaches, to some degree, into all of the other budgetary funds as well. At this crossroads, the City of Falls City could choose to keep balancing the budget in the future entirely through cost/service cuts. These cuts would mean the elimination of services, decreasing operating hours of administrative, public works and recreation services, and dramatic decreases in other personnel. Or the City of Falls City could choose to continue to balance the budget by the creation of significant revenue streams, as suggested later in the document.
This budget reflects a conservative approach to expenditures needed to provide basic necessary services and improvements. It also reflects a concerted effort to maintain the staffing the City needs, in order to operate at a basic level. Because of this decision, it also reflects a significant spend-down of our remaining cash reserves. This budget continues to be defined, to a large degree, by an unsustainable trend of substandard revenues low and incoming resources. The City’s General Fund, Street Fund and Sewer Funds have one year left, operating at even this decreased level of expenditures, before they have no cash reserves remaining and dramatic lay-offs with additional elimination of services will occur. Without additional revenue streams, this is inevitable. Furthermore the City would be delinquent in its fiduciary and statutory responsibility to balance the funds and the budget.
While this budget process has, perhaps, been more difficult than in past years, the end product is an increased recognition by the City government that we must stabilize our services and create a budget that is self-sustaining over the long run. As always, the entire staff of the City has come together, in the face of these dramatic budgetary issues to continue to ensure that the needs of the community are addressed in as positive a manner as possible. The staff remains committed to rising to the challenges placed before us and strengthening the City. Following preparation by the City staff the budget for the City of Falls City is hereby presented.

TOTAL BUDGET

The total budget for the City of Falls City amounts to $2,625,524.00 for Fiscal Year 2010-2011.

After adjusting for inter-Fund transfers of $226,794.00, the total budget is $2,398,730.00. 

FORMAT CHANGES

This budget continues our efforts to provide a document that is more useful and meaningful to the public. This year, many minor changes may be seen through the provision of additional charts and graphs, more explanation of the various departments and funds, and various aesthetic enhancements. However, the overall structure of the budget is unchanged.

SIGNIFICANT BUDGETARY ISSUES

There are many significant budgetary issues that are being addressed through the 2010- 2011 budget proposal. This portion of the budget message highlights those particular funding matters (personnel, programs, revenues, projects, or policy issues) which have a significant impact on the City of Falls City’s budget.
PUBLIC EMPLOYEE RETIREMENT SYSTEM (PERS)

The City of Falls City’s PERS rate is anticipated to be stable during the 2010-2011 Fiscal Year. A slight increase is instead projected for the FY2011-12.

HEALTHCARE

Healthcare premiums are budgeted to increase by roughly 10%. Healthcare expenditures are budgeted to increase by up to 100% for a potential actual impact of $30,000.00
GENERAL FUND

The total proposed budget for the General Fund, including expenditures and transfers (excluding contingencies), is $200,135.00 for Fiscal Year 2010-2011. This represents an overall decrease of approximately $104,240.00, or 34%, from FY2009-10. The majority of this decrease is given, primarily, by the anticipated projected acquisition of the Bent’s property budgeted in the 2009-2010 FY. The base General Fund estimated budget is static and shows no real growth from previous years, and so, while the City still has enough resources for this spend-down this year, this is not a sustainable practice that can continue.  It is therefore mandatory that there is an understanding that the need for a constant revenue stream has to be recognized, identified and generated. The only changes in the General Fund for this budget are given by an increase of a mere $4,000.00 in property taxes, and by a nominal increases in Franchises Fees (Pacific Power) for the amount of $14,000.00 ($6,800.00 of this increase are transferred to the Street Funds in order to pay for street lights).
Significant budget issues are as follows:
Property Taxes.    FY2010-2011 assessed value is approximately $34,913,652.00, which represents a 3.5% increase since FY2009-10. This translates in a Property tax receipts anticipated $101,954.00, of which the budget anticipates having approximately $94,000.00 ($7,500, roughly 7.0% are projected to become delinquent or are written off due to prepayment discounts).

Water Fund Transfer.   Water Fund transfer total in 2009-2010 was $93,893.00, while in 2010-11 is $67,473.00
Sewer Fund Transfer.   Sewer Fund transfer total in 2009-2010 was $500.00. The same amount of transfer is projected during the 2010-2011 FY.
Franchise Fees. Overall, franchise fees are budgeted to slightly increase, based on

actual receipts for FY2009-10. More specifically the City has just restructured the franchise fees with Pacific Power with an increase from 3.5% to 6% (from $20,500 to $34,000).
Contingency. Because of the spend-down of cash, mentioned above, as well as lower-than-expected revenues for FY2010, the contingency for FY2011 is budgeted to be $70,739.00, with no unappropriated ending balance. The contingency during the 2009-10FY was $93,710.00. This is a significant concern for future financial planning efforts in spite of a balanced General Fund.   The City will be working, during FY2011 on enhancing revenue streams to get the City to a more comfortable level.

Parks. This year’s budget of $9,900.00 
Cemetery Fund. This year’s budget of $12,100 inclusive of a mandatory reserve for land purchase in the amount of $4,300.00
GRANT FUND

The total budget for the Grant Fund is $1,052,000.00. Funds are only being proposed for those grants which have a high likelihood of being awarded to the City during the budget year. All grant matches are being met by in kind matching. Proposed grants being funded through the budget for FY2010-11 include the following:

Oregon Department of Transportation -Transportation Growth Management: Transportation System Plan. The City’s match is entirely in-kind. ($77,000)
Oregon Department of Transportation -Transportation Growth Management: Downtown Master Plan. The City’s match is entirely in-kind. ($50,000)
CDBG Sewer Master Plan. ($150,000.)
Small City Allotment Plan. ($25,000)
Library Expansion. There are no matching requirements for this grant. The City’s match is entirely in-kind. ($750,000)
WAGNER LIBRARY FUND
The Wagner Library Reserve Fund No 71 (80% of the revenue - $95,219.00) is used for books and periodicals. The Wagner Library Reserve Fund No 72 (20% of the revenue - $10,147.00) is used for capital improvement projects.
STREET FUND

The Street Fund budget for FY2010-11 is $51,800.00, which represents a decrease of approximately $4,000.00 or 8.0% over the FY2009-2010 budget. While this is a minimal decrease, the revenues for the Street Fund still do not come near the amount needed to significantly improve our existing infrastructure. A transfer of $6,800 from the general fund is used to cover the cost for street lights.
SEWER FUND

The Sewer Fund budget for FY2010-11 is $109,024.00. This represents an increase of approximately $15,000.00 or 13.7% over the FY2009-2010 budget. Since sewer rates have not increased, or increased substantially in previous fiscal years, in 2009 the City Council adopted an increase of rate by $1.00/month to begin on July 1, 2009 by $1.00/month effective January 1, 2011 and $1.00/month increase per month effective January 1, 2012. These projected increases will push the sewer rate to a total of $39.00/month in 2012.

Financial analysis shows that such increases are inadequate to continue to fund the operation and expenses of the Sewer fund.  The analysis shows that already at the beginning of the 2011-2012 FY the fund would have a negative balance and be in red. The chart below shows in details the status of the fund over the next 10 years. Clearly, even maintaining the level of costs at the current rate (2010) the expense will exponentially exceed the revenues to a ratio of 5 to 1 by the year 2019-2020. Of Course this is an unacceptable situation that needs immediate attention from the council and a comprehensive solution. As such staff is proposing a mechanism to put reparation to this gloomy financial situation. Therefore a strategy that projects an increase on the base rate by $3.00/month on July 1, 2010, by $3.00/month on July 1, 2012, and by $3.00/month on July 1, 2013   is here recommended for City Council approval. These rates adjustments would bring the base rate to $46/month by July 1, 2013. Even with a projected increase of 1.0% in costs, the fund would remain solvent positive and operational over the next 10 years. By using this mechanism the city will avoid running the fund to a negative balance within the next 12 months and will begin to build a positive and growingly adequate cash balance (see chart below).
CITY UTILITY RESERVE FUND
The Utility Reserve Fund which include the $7.00/month for capital improvement for water and wastewater projects amounts to $162,000.00   (estimated over 2009-2010). This amount is also available for grant matching for water and waste water projects.
EQUIPMENT FUND
Used for payments of fire truck and as a reserve to purchase a new vehicle or equipment. In the FY 2010-11 the beginning fund balance is estimated to amount to $21,350.00.
COMMUNITY DEVELOPMENT REVOLVING LOAN FUND

The Community Development Revolving Loan Fund (Polk County Community Development Corporation) has proposed beginning fund balance of $239,933.00. 
CAPITAL PROJECTS

Because of such a limited budget the City does not have the ability to establish a relevant CIP program.
DEBT SERVICE

The following information provides a summary of debt obligations that are currently outstanding:

· Sewer Debt Service Fund: Bonds are retired from property taxes. The outstanding balance is of $27,000.00

· Water Debt Service Fund: Bonds are retired from water user fees. The outstanding balance is of $1,082,000.00

MUNICIPAL COURT

Municipal Court receives money from State Revenue sharing, General Fund and fines.
STATE  REVENUE SHARING (Liquor) 

Money is transferred from the operation of the Municipal Court.
STAFF:  FTE (FULL TIME EQUIVLENT)

During the FY 2009-2010 the FTE employees were 4.75:
City Administrator, 1.0 FTE
City Clerk, 1.0 FTE
Public Works Supervisor, 1.0 FTE
Public Works Worker 1, 1.0 FTE
Finance Director, 0.5 FTE 
Code Enforcement Officer, 0.25 FTE 
At the end of the 2009 Calendar year, the City Council decided to reclassify the position of City Clerk to Assistant to the City Administrator /City Clerk. The City has operated for the past six (6) months with two part-time temporary clerks (for a total of 1.0 FTE), and the position is expected to be filled on a permanent base by July 1, 2010. The Finance Director’s decision to semi-retire (going from 1,040 hrs. per year to 200hrs. per year) and to work on a Financial Supervisory position, with emphasis on budget preparation and auditing has triggered the need for a comprehensive analysis of needs at City Hall. Based on the different operations, and the focus on specific programs, the needs of the City and City Hall have changed during the past years. Coupled with the necessity to replace those skills left vacant by a semi-retiring work force (See Director of Finance) and the necessity to have a fully operational City Hall at all times, (we cannot afford, as in the recent past, to shut down City Hall at any given moment, for an undetermined amount of time, nor we can afford to leave one person alone at City Hall for days while handling all the affairs of the City) the analysis strongly suggested, for maximal functionality, a consolidation of the two (2) part-time positions for a full time position that would be responsible for both of the original tasks. The Finance Director position would be reclassified to Financial Analyst (going from 1,040 hrs./year to 200), while the Code Enforcement Officer position would go from 520 hrs./year to 260hrs./year. Therefore it is recommended that a full time Finance/Code Enforcement Technician be hired to cover those responsibilities in a more permanent /everyday way, while the Financial Analyst and Code Enforcement Officer would work more on an administrative/supervisory basis, with the advantage of having the institutional knowledge that would allow the new position, and the office at large, to transition into a new, more functional layout. This Proposal would allow us to have, three (3) full time employees at City Hall. As such, the amount of FTE would in this way move from 4.75 to 5.25. For a mere 0.5 FTE increase we would be able to reap tremendous benefit on the way to be a more responsive and functional office, and to better equipped to serve the evermore complex needs of our community as they should.
SUMMARY

The City of Falls City is at a crossroads. Down one path, the City will be able to rebuild its finances and begin to provide the level of quality services that the community deserves, or at least keep maintaining a basic level of service that has traditionally provided to the community. Down the other path, the City will need to severely cut services and programs to the community. This budget provides the first step in a financial plan which, with commitment from the City Council and staff, will create a fiscally stable and sustainable budget in the future. However, the cuts in expenditures in this budget only reflect the first step. The next step will be to work with the City Council, staff, and citizenry to determine appropriate, sustainable revenue streams for the future. Without those revenue streams, even more dramatic cuts, potentially including entire departments and programs, will have to be made in the next fiscal year.

Special thanks and recognition should go to the Finance Director, Keith Moes, who recognized the shortfalls in our budget and stepped forward to help address them, and for his energy and efforts in working tirelessly with all the agencies and departments in the creation of the budget.  Thanks also to those employees who make these decisions every day; their commitment to making the most of each taxpayer dollar is the key to a successful budget. 
Respectfully Submitted,
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Gian Paolo Mammone
City Administrator
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