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Memorandum

To: Louise R. Phaneuf, Town Clerk

Cc: Town Council
Budget Board
John P. Mainville, Finance Director
Dr. Frank Pallotta, Superintendent of Schools
Timothy F. Kane, Esq., Town Solicitor

From: Michael C. Wood, Town Manager &M | {{ £
Date: May 2,2014

Re: Manager’s FY2015 Operating Budget Recommendations Transmitted

Please find the Town Manager’s Operating Budget for fiscal year 2015. Enclosed are the
revenue and expenditure line item recommendations and the budget write-up (message).

Please remember that the Finance Director compiles a bound budget book which has
supplemental information and copies of original documentation.

After we hold our public hearings and/or I receive more input and direction from the Council,
a list of budget options for the Council’s consideration will be compiled and provided to the
Council.  Any revenue or fixed expenditure modifications that change from this point
forward will be included in this supplemental list of options.

If members of the Council would like any of the original or modified submissions, including
the School Committee, Jesse M. Smith Library, Spring Lake, Extended Care, Levy Rink or
other departments, please email or call Louise, who will coordinate for you. We have
scanned or hard copies available.
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Town of Burrillville, Rhode Island

Memorandum
To: Town Council
Cc: Louise Phaneuf, Town Clerk
Budget Board

John Mainville, Finance Director

Dr. Frank Pallotta, Superintendent of Schools

Timothy F. Kane, Esq., Town Solicitor

From:

Date:

Re: FY2015 Budget

. (&
Michael C. Wood, Town Manager w/

May 2, 2014

The recommended budget for next year [FY2015] as presented totals $46,842,933. This is
$900,171 (1.96%) higher (gross) than the current fiscal year. The expenditure side breakdown is

Total Budget Summary

as follows:

FY2014 FY2015 Difference | % of Difference
School $29,305,000 $29,867,052 $562,052 1.92%
Municipal $8,993,049 $9,504,775 $511,726 5.71%
JMS Library $601,263 $641,200 $39,937 6.64%
Debt $3,476,276 $3,229,906 (85246,370) (7.09%)
CIP $2,767,174 $2,800,000 $32,826 1.19%
Overlay $800,000 $800,000 0 0%
Total $45,942,762 $45,842,933 $900,171 1.96%

This budget does not exceed the State's 4.00% levy cap.

4.00% Levy Cap
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General Summary
The capital budget is incorporated into the total budget and tax levy.
Stand-alone, self-supporting budgets such as Spring Lake Beach, Burrillville Extended Care and
Levy Rink are not factored into the tax levy, but will be incorporated into the final budget
resolution.
The Sewer Commission budget will be distributed but is not part of your deliberations.
Please do not equate a percentage increase in the budget with an increase in local property taxes.

Revenues, spending and changing valuations still drive the total tax levy and actual property
taxes to be assessed and paid.

Municipal Budget
The Municipal Operating Budget recommended is $10,140,975, a $551,663 (5.75%) increase

over the current year. A portion of this increase is offset by direct contributions from various
surplus accounts, thereby not impacting the tax levy.

School Budget
The School Budget recommended is $29,867,052, a $562,052 (1.92%) increase. This budget

represents a $507,116 (1.73%) increase over the current maintenance of effort requirement,
subject to final State Aid numbers.

Debt Service

The total annual debt service obligation has decreased $246, 370 (7.09%).

Major Capital Expenditures (CIP)

The total capital budget proposed is $2,800,000, which is $32,826 higher than the current fiscal
year. This is not a material impact on the operating budget nor the associated tax levy.

Revenue Summary
This budget projects a net reduction of non-property tax revenue of $57,953 (0.34%).
Please note: The projected reduction is subject to the receipt of school aid as projected and

continued incentive aid for pensions as proposed in the Governor’s budget. These revenue
sources are subject to change by the General Assembly.
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We are still working on valuations for the two (2) pipelines and should have revenue updates in
time for the Council’s budget deliberations.

The National Grid power line expansion project will not yield any revenue in FY2015 and based
on their current construction schedule, probably not much in FY2016. I project the full impact in
FY2017, which should bring in enough new revenue to lower or minimize future property tax
increases.

Details are as follows:

Motor Vehicle Revenue

Motor vehicle revenue is projected to be lower by $17,804 (8.46%). This is due to lower values.
These values are set/controlled by the State.

It looks like the revenue subsidy ($500 exemption per motor vehicle) we receive from the State
for the motor vehicle phase out program will be maintained. However, if the subsidy is modified
or eliminated, the Town could lose up to $192,748 from projected State aid revenue. This would
be material and very problematic.

Intergovernmental Receipts

Kev components are:

e library construction aid decrease $7,300;
e proposed incentive aid for pensions $75,644;
e additional Medicaid $50,000.

Changes by the General Assembly may require an adjustment (budget reduction, increase tax
levy or offsetting transfer) to be made, depending on when the Assembly finishes this session.
We should have final numbers before the June deadline to pass the FY2015 budget, but that is
not always the case.

Local Receipts

Total local receipts are projected to be approximately $108,000 more than last year's budget.
This increase is shared between tax interest, license/fees and service/assessment.

The key components are:

an increase in intergovernmental receipts ($80,484);
license/fees ($47,000);

tax interest ($31,000);

service fees ($30,000);

a decrease in transfers $246,437.
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State Education Funding Formula (School Operating Aid)

Total school aid is projected to increase by $4,936 based upon calculations from the School
Administration.

Projected School Construction Aid

School construction aid $1,200,000.

School Construction Aid is projected to be approximately $48,970 lower than last year’s budget.
This is (primarily) the result of the Town's declining debt service obligations for projects that
receive State debt subsidies.

As noted in prior years, the State unilaterally decided to spread our Levy Rink construction
reimbursement over a ten (10) year period rather than pay it out in one lump sum payment. This
year's reimbursement is projected to be $183,278.

Looking to future budgets, the reimbursement rate (percentage) from the State for the matching
School construction grant (subsidy) program could impact those budgets. The School
construction subsidy program reimburses a portion (percentage) of the total dollars spent for
eligible School construction projects. Completed projects that qualified were the Senior High
School, Callahan School and Levy Rink renovation projects. If Burrillville's reimbursement rate
drops when these reimbursements become payable in future years, the actual State construction
reimbursement (dollars) will drop proportionally. This reimbursement rate can (and does)
change year to year.

Sewer Commission Revenue

The Sewer Commission reimburses the Town for general obligation bonds issued on their behalf
in December 2006 (approximately $218,000 total). The Town receives revenue from the Sewer
Department for these betterment assessments and accordingly we have budgeted $20,000 as
betterment revenue.

FY2015 Tax and Levy Impacts

This year's projected State aid total will be impacted by legislative decisions that usually occur at
the end of the State's budget process. We are anticipating that the Legislature will continue to
modify the State aid categories. It is strongly recommended that we wait until this information
becomes available before making final budget adjustments.

As presented herein, the property tax rate is projected to be $19.30 (from $18.58). The
recommended levy as presented is $ 29,809,014, an increase of $958,124.

The Motor Vehicle Tax Rate remains at $40.00. Motor vehicle exemptions are recommended to
remain at $1,500.
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Residential Taxpayer Impact

The average 2014 residential property value is $202,221, slightly higher than last year’s value of
$201,806. The average residential property owner will see an increase of $153.31 on their
FY2015 property tax bill (based on the proposed budget) except where individual properties are
valued higher or lower than the town-wide average.

Municipal Line Item Summaries
Municipal and School Services

Municipal services and changes in our spending priorities and levels cannot be realistically
compared to the School’s. Simple comparisons on a generic or percentage basis are a gross
oversimplification given the different legal/administrative responsibilities, type of services
rendered, missions, objectives and who is served.

Factors incorporated into this budget and having an impact on municipal government operations
are identified below. Note: These are summaries or highlights and are not a full listing of
changes recommended. A detailed line item budget is available for those who may wish to
review all the budget recommendations.

1. Town Council. None,

2. Professional Services. None.

3. Employee benefits. Net benefits are projected to increase by $200,044 (10.21%) Retirement
costs have increased by approximately $174,209 due to revised assumptions made by the
State. These are fixed costs.

Note: The Police Pension contribution alone is $153,953 higher than last fiscal year.

The financial impact of Federal Affordable Care Act on future budgets is still unclear at this
time. Many of the law’s requirements are not effective until calendar year 2015 and beyond.
This law is a classic Federal government mandate imposed from the top down. The
mandated cost impact(s) will be borne by employees as they sort through their health
insurance options and taxpayers, who will be mandated to pay for the impact on the school
and town workforce.

4. Tax Collector. Tax Collector + $13,500 for legal services associated with delinquent tax
collections. This line item is offset by increased revenue.

5. Board of Canvassers. The increase is $41,827 (87.47%) to pay for the fall 2014 election.

6. The rubbish and recvcling collection and disposal. An increase of $51,551 (collection) is

Page 5 of 13



10.

projected with continuation of the new single stream program. The disposal costs (tipping
fees) have declined by $15,000.

Board of Administration. The recommendation for funding the annual capital portion of
the Board of Administration budget request ($26,000) for this year is from the Major Capital
Fund.

Police Department. The budget recommendation is $100,690 (4.63%) higher than last fiscal
year due primarily to the addition of one (1) police officer to be hired in July and the
inclusion of two police vehicles.

This budget sets our staffing complement at 21 officers plus the Chief (22 total).

I’ve increased overtime by $5,000 which is lower than the Department requested and Budget
Board recommended. Staffing shortages over the past two (2) years and their impact on
overtime are the driving factor. Over that period, seven (7) officers have left the department
or retired. We have one (1) new officer to be hired in July which, when filled and deployed
on the street, should positively impact overtime.

Police vehicles — The Department needs two (2) patrol vehicles. In order to lessen the impact
on real estate taxes, I am recommending that both vehicles be funded from the Major Capital
account ($62,388).

The cars to be replaced are a 2008 Crown Victoria with 133,000 miles and a 2009 Crown
Victoria with 134,000 miles.

Public Works. The recommended increase is $52,813 (4.02%) due primarily to the cost of
an existing position that the Council budgeted in 2014 from the capital account.

Special Appropriations. This budget represents the final year in a multi-year phase out for
the larger special appropriations. Appropriations for the following service agencies are
included in this proposed budget to be funded from the levy:

Name Amount
Historical Society $2,250
Downtown Pascoag Neighborhood Assoc. | $2,000
Industrial Foundation $4,000
Memorial Services $500
RSVP $2,000
Samaritans $500
Sr. Services $3,000
Sojourner House $1,000
Veteran Rep $1,200
Tri-Town $0
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11.

12.

13.

14.

Parks and Recreation Department. $1,279 increase

Extended Care Program This program is maintained as a revolving side fund with
independent revenue sources. 1 am recommending a funding level of $407,000.

Spring Lake Beach Program. This program is maintained as a stand-alone revolving side
fund with independent revenue sources. I am recommending a funding level of $162,500.
Note: A new fee and operating structure will be implemented for the 2014 beach season.

The Librarv Budgets are recommended as follows:

Jessie Smith $641,200 $39,937 (6.64% increase)
Primarily associated with making the Children’s Librarian a fulltime position

Pascoag $57,500 $4,000 (7.48% increase)

Pascoag Library has been level funded for a number of years. Over that period, Ocean State
Libraries increased fees to Pascoag by $2,500 and utility costs have increased. According to
their Treasurer, their Board has exhausted their savings accounts to meet operating needs.

We anticipate receiving $129,564 as proposed in the Governor's proposed budget for State
Library aid in FY2015. That, of course, is subject to change by the General Assembly.

Future Library Aid (revenue) may be compromised if we fail to maintain appropriate budget
levels for both libraries combined. Increasing spending will increase the library maintenance
of effort requirement.

Wages, Non-Union Supervisors. A COLA is recommended in this budget for non-union,
supervisory employees. | am recommending 2%, or $1,400 per eligible employee, totaling
$16,800. This does not include library supervisory staff.

Council 94 and library employee COLA increases, when known, will be funded from the
Municipal Budget approved by the Council.

Overlay. The overlay remains at $800,000 to compensate for disputed values and rebates
that will not be resolved until well into next fiscal year.

The overlay variance represents the projected amount of current year tax levy that is not
collected, coupled with abatements and other unknown adjustments. This amount ($800,000)
is the same as last year. Given the increase in total levy over the last few years, mostly to
incorporate TransCanada, this amount may need to increase in future years to more
accurately reflect our historical collection rate (approximately 97%).
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Burrillville Schools
The School Committee’s original budget request is $31,055,115, or $1,750,115 (5.97%) higher
than last year’s approved budget ($29,305,000).
The amount recommended by the Town Manager is $29,867,052, or $562,052 (1.92%) higher
than the amount the Council appropriated last year.

The Superintendent revised the original budget request to $30,424,863, or $1,119,863 (3.82%)
higher than last year’s appropriation.

There is a full worksheet on page nine (9) detailing the larger increases of the total requested.
The items marked in gray are those categories that | felt warranted consideration. That’s not to
say that the other requests do not have merit.

Summarizing the expenses I’ve included in my budget recommendation:

FY2014 Budget Appropriation $ 29,305,000.00
Step Increases-Certified Staff $ 254,483.00
Support Staff Increases $ 53,198.70
Pension Costs $ 198,651.27
Staff returning from Leave of Absence $ 61,953.00
Transportation $ 208,036.00
Savings in Budget

Health/Dental Insurance $ (314,642.73)
0.50 ELA Teacher $ (39,606.96)
Previously Grant Funded - Grant can no longer

support the salary & benefits

0.50 Preschool Teacher $ 52,665.16
1.00 Psychologist $ 87,315.27

$  139,980.43
The Teacher’s Union contract ends this year. Not included in the School Administration’s
worksheet are potential cost of living adjustments (COLA) for teachers. The following projected
expenses would be in addition to the certified staff step increases:
1% = $141,934
2% = $283,868

The tax cap has not been reached. The total tax cap for FY2015 is $1,153,611. The School
portion of the total is $686,629.

Right now there is $184,864 room under the total cap and $124,577 under the School percentage
(portion) of the total cap.

The projected expenses from the School Administration making up the bulk of the requested
$1,119,863 increase are shown in the following worksheet:
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FY2014 Budget Appropriation

$ 29,305,000.00

Step Increases-Certified Staff $ 254,483.00
Support Staff Increases $ 53,198.70
Pension Costs $ 198,651.27
Staff returning from Leave of Absence $ 61,953.00
Increase in National Board Certifications $ 15,000.00
Bus Monitors $ 15,000.00
Coaches & Officials $ 13,000.00
Increase in ESY Program $ 23,436.00
Student Assistance Program $ 36,202.00
Increase in Technology Services $ 7,000.00
Transportation $ 208,036.00
Utility & Fuel Costs $ 57,232.00
Technology Equipment $ 85,000.00
Student Assessment Program $ 35,000.00
$ 1,063,191.97
Savings in Budget
Health/Dental Insurance $ (314,642.73)
Special Education tuitions $ (126,030.00)
ELA Teacher $ (18,778.07) $(20,828.89) $ (39,606.96)
$ (480,279.69)
Previously Grant Funded-Grant can no longer
support the salary & benefits
_Salary _Benefits
PreSchool Teacher $ 37,708.14 $ 14,957.02 $ 52,665.16
Psychologist $ 60,009.11 $ 27,306.16 $ 87,315.27
$ 97,717.25 $ 42,263.18 % 139,980.43
Behavior Program - BHS (Allows the School
District to save on Special Education Tuitions)
Salary Benefits
BHS Special Educator $ 62,818.40 $ 27,778.42 % 90,596.82
Behavior Specialist $ 37,800.00 $ 289100 % 40,691.00
Social Worker $ 76,016.27 $ 2999225 S 106,008.52
$ 176,634.67 $ 60,661.67 $ 237,296.34
New Staff-Required per increased student need for
services
Salary Benefits
Math Teacher $ 20,704.98 $ 152028 $ 22,225.26
Reading Specialist $ 75,416.27 $ 29,914.04 % 105,330.31
Speech Pathologist $ 24,393.17 $ 772551 % 32,118.68
$ 120,514.42 $ 39,15983 % 159,674.25

Major increases over FY14 Appropriation
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School Emplovee (Union) Contracts

The Teacher's and non-certified Union and School Committee are under contract through
July/August, 2014 and June 2015 respectively.

School Audited Fund Balance

The School's audit for FY2013 reported an unassigned fund balance of $543,369 for use by the
School Committee. This amount has not been appropriated nor incorporated as a source to
support the FY2015 School Budget.

Please note: The School Committee must vote to ask the Council to appropriate these funds
prior to expenditure or commitment to spend these monies.

The Council must be careful not to appropriate funds, including school unassigned funds that
will create a potential structural deficit in future years or inadvertently impact future

maintenance of effort obligations.

Town Council/Administration Limitations

The State laws (effectively) allow the School to prioritize their own spending without any
meaningful oversight or accountability by the Town Council. Because of these and other laws
and/or regulations, the Town Council's job becomes more difficult. Many of the financial issues
and obligations that have to be addressed locally have been actually created by combinations of
the Federal government, the State Legislature, the Governor's office, School committees and
labor's influence on many of the laws governing Rhode Island and the financial affairs of local
governments.

School - Levy Rink Budget

This program is maintained as a revolving side fund with independent revenue sources.
$359,242 has been recommended.

Debt Service
Debt Service
The total debt obligation (principal and interest) was $25,826,004 ($21,554,229 principal) as of
June 30, 2013. All existing voter approved debt service is fully integrated into this budget with
the exception of $500,000 for previously approved Open Space bond authority that remains

open.

A Rhode Island Clean Water loan to pay for the North Road bridge replacement in the amount of
$680,000 is scheduled for FYE2015 — related interest payments have been budgeted.
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Supplemental Comments

Municipal Staffing

With the exception of one new police officer, the municipal operating department staffing is
maintained at last year’s levels.

Library Staffing

Library staffing is confusing. [ have funded the increase from part-time to full-time for the
Children’s Librarian position. However, it appears the part-time position was not eliminated.
There is a request to reclassify the custodian position which includes an increase in base wage
and work week (to 40 hours). The budget recommendation does not reflect the total non COLA
wages requested. The Library will have to amend its line items within the total appropriation if
they wish to fund these changes in classification.

Collective Bargaining
The Council 94 union contract expires on June 30, 2014.
Police - The Police union contract will expire June 30, 2015.

Tax Credit Program

The tax credit program for seniors, veterans and disabled persons has assisted these groups by
relieving $642,264, collectively (2.2%) from their real estate tax payments.

Tax Cap (Levy) Law

The law requires a maximum annual cap of four (4) percent. This budget projects a net levy
increase of 3.32%.

Pension Reform:

We are using pension numbers derived from the Pension Reform Act passed in 2012. As we
know, a lawsuit was filed by most of the State’s unions which resulted in a “compromise”
settlement. That settlement has since been negated by a vote of the Police Unions and Police
retirees. As of now, the matter will be fought out in court.

The salient point is that the numbers we are using now and going forward are the best we can
expect. If the compromise settlement is brought back or the court decision goes against the State
(cities and towns), taxpayer’s pension obligations long term will increase and it could be
substantial.
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Retirement Costs

Notwithstanding the final disposition of pension reform, retirement costs associated with regular
and police employees have risen due to mandated changes in new actuarial assumptions. While
there has been much negative publicity about government retirement systems, most of the
communities with critical pension problems either have private pension plans and/or have
deliberately failed to make their annually required contribution. Burrillville is in the MERS
System. Prior to the interest rate assumption being changed by the State, our non-certified plan
had been overfunded every year for the past 17 plus years (average yearly funding 124.9%). The
Police Pension (which now has fewer participants, making it more sensitive to the Plans
assumptions) has always been around 100% fully funded (average annual funding 100.4% over
17 plus years).

Legislative Relief

In my opinion, repealing longstanding State laws that prevent a city or town from
controlling/managing local property taxes must be undertaken by the Governor and State
Legislators.

Restricted Budget Fund

One of the strategies to balancing the budget with the least impact on property taxes and our
ability to provide acceptable services is to consider establishing separate funds, outside the main
budget for use in targeted situations.

As in the past, amounts for unemployment ($50,000) and special appropriations ($5,700)
comprise the total recommendation of $55,700 at this time.

Funding for most recreation programs was phased out in FY2014.

Energy/fuel contingency (gasoline and heating fuel) — zero.

My recommendation to the Council is to continue to separately fund the special appropriation for
WellOne (formerly Northwest Health Care) ($5,700). Note: This will be the final payment to
WellOne.

A separate vote will be required if the Council decides to fund these items.
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Conclusions

Whether it's adding or eliminating staff, modifying existing programs, making decisions
affecting wages or benefits, or decisions involving future financial commitments, those decisions
must be made considering the short and long term impacts of those decisions.

The Town Council should not be put in an untenable position of supporting unrealistic budget
positions and be expected to simply pass the cost on to the taxpayers. Local officials, employee
unions and our legislators (Federal and State) must keep this in mind when considering short and
long term legislation, programs or collective bargaining agreements.

If future School budget increases are not properly managed and State aid, particularly education
aid, is not predictable/reliable in future years, then balancing budgets without causing significant
program reductions and/or local tax increases will be very difficult. The new education aid
formula will continue to impact Burrillville's School revenues and local property taxes as it is
statistically driven.

Capital projects, economic development and redevelopment projects are important and need
continuing attention. The tax cap law makes this task (or goal) much more difficult because new
revenue realized from economic development and growth programs (residential and commercial)
cannot be used to pay for the associated costs, dollar for dollar, which could impact a city or
town’s ability to maintain core municipal and school services.

Budget Review Process

The Town Council will now turn their attention to the budget. Currently there are two (2) public
hearings scheduled by the Town Council. Those dates are as follows:

1) Municipal Budget - May 22, 2014 - 7:00 p.m. Town Council Chambers
2) School Budget - May 29, 2014 - 7:00 p.m. Town Council Chambers

The budget is scheduled to be voted on by the Town Council on or before June 11, 2014. Note:
Charter deadline date is June 15"

Please check with the Town Clerk's office prior to any of these dates in the event of a change in
any of the meeting or public hearing details.
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» Manager’s Recommended
Budget Appropriation:
Department Summary
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» Manager’s Recommended
Budget Appropriation
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» Manager’s Recommended
Town Restricted Fund
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