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Office of the City Manager Established 1793

MEMORANDUM

TO: Honorable Mayor and Commissioners
FROM: J. Maithew Belcher, City Manager
DATE: May 20, 2014

SUBJECT: Draft Fiscal Year 2015 Budget

I present to you the FY2015 Annual Budget. There are a few items that need to be addressed prior to your

. review.

FY2015 will be another year in which budgeted General Fund expenditures are expected to exceed revenues.
FY2015 is expected to end with a deficit of about $700,000. However, I expect that we will end with a surplus.
General Fund revenues are conservative estimates while expenses are estimated based on all employee positions
being filled for the entire year. This budget includes a contingency transfer of $400,000 from Capital
Equipment Fund. This will leave the General Fund with an estimated cash balance of $2.2 million at the end of
FY2015.

We have had two good years in FY2012 and FY2013 when we ended with a surplus. The payroll tax increase
two years ago helped the city with these surpluses. It is still important that the City develop a strategy for
reducing expenses, increasing revenue, and increasing efficiency. Adequate funding must be provided for the
essential services enjoyed by this community, including the maintenance of a dedicated work force with
appropriate equipment and facilities to support those services.

REVENUE

Property taxes, payroll taxes, insurance premium taxes, and EMS revenue are the major components of the
General Fund revenue base. All revenue estimates are made on a conservative basis.

Winchester has seen economic growth that will result in increased revenues. Several businesses are in the
process of securing state and local tax incentives for investments and hiring in our community—Alltech,
Catalent, J&T/Double Star, General Dynamics, and most notably, Amazon. These new revenues will help

. address the budget shortfall mentioned above, but may take several years to reach a significant level of impact.
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engineer (PE) on staff would be consistent with most cities our size and would also lessen the about of money
spent on outside consulting firms. I would ask that in the next 12-18 months an in-depth analysis be conducted
to determine how much revenue is spent on outside engineering and administrative services. Lastly, with regard
to the long-term vitality of our workforce, which also speaks to my first point about cross-training employees,
we currently have several senior staff that are, or will soon be, eligible for retirement. I would encourage that
we establish specific training opportunities/tracts for employees who wish to move up or into other positions
within the City. -

Investing in our infrastructure for the long term is essential. This FY 2015 proposed budget is rather aggressive
in this regard by budgeting funds for major capital improvement projects, especially in the area of storm water.
As we look into the future, the need for continued investment is sure to increase. In addition, it is expected that
further mandates from EPA and other state/federal agencies will place more of the burden on local
government(s) to constantly invest in infrastructure. :

anaging our long-term debt is paramount. To date, the City has managed its long-term debt very well. As the
need for City services increase, we must be continue to be mindful of the amount of money we borrow to fund
equipment and capital projects. This is also tied to our need my first point about improving our cash reserves.
Additionally, we should continue to seek out every grant opportunity and encourage more public/private
partnerships to off-set the amount of tax payer dollars that are expended on projects or items that we have to
finance. Keeping our long-term debt to a minimum is critical given current and the unexpected nature of future
economic conditions.

CLOSING

In closing, the City, its departments and employees, all strive to be efficient with limited resources. Every
department of the City has reviewed their operating projections and cut line item expenses. They fully
recognize the challenge faced by all local governments to provide a high level of service in the most cost-
effective manner.

Growth in the local economy, particularly recent announcements of new jobs coming to Winchester, will
stimulate some increases in local tax revenues, The efforts by the Winchester/Clark County Industrial
Development Authority, Tourism, Winchester First, and other departments/agencies to attract new businesses
and new jobs are providing a good return on that public investment.

1 want to thank all those employees who assist with the budget process, including Sharon Harrison, Human
. Resources Officer, and Tammy Shelton, Purchasing Officer, and most particularly Debbie Bailey, City
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Treasurer. We all look forward to working with the Board of Commissioners in making any necessary
adjustments to and formalizing the FY 2015 Budget.

Sincerely . Z_J

J. Matthew Belcher,
City Manager

FY2015 Budget Transmittal Letter.docx
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'Cily of Winchester

Office of the City Manager ' Established 1793

Property taxes are estimated to increase 4% each year. This assumes the Board of Commissioners adopts the
maximum allowable tax rate every year, and that most everyone pays their property taxes.

Payroll tax revenue is estimated to increase by about $300,000 every year. With new business and job growth,
new tax revenues will be reduced by economic development incentives that commit a portion of new revenues
to specific business investments for a period of time. These incentives help bring new jobs to our community
and represent a sharing of new revenue streams. The annexation of the new high school will bring in more
revenue. Also, the transition of the of the three rural elementary schools moving into the existing schools
within the city limits will also help.

Insurance premium tax revenue is subject to fluctuation with economic cycles and insurance costs, so only
modest increases are anticipated. The local 8.00% tax rate is well within the range of rates applied by third

.zlass’ cities in Kentucky; however, several cities have rates of 9.00%, 9.50%, and 10.00%. The City should

xplore options for modest rate increases to stabilize revenues in future fiscal years. A 1% increase in the
“nsurance premium tax would result in approximately $250,000 in additional revenue each year. Other
communities have used this revenue stream as a tool for economic development, whereby a portion of the funds
are set aside to assist new and expanding businesses. Furthermore, additional revenue from insurance premium
taxes have been used for City-wide sidewalk programs as well as downtown streetscape and revitalization
projects.

Only modest increases are anticipated for EMS revenue. EMS rates were last changed March 1, 2008. While
revenues may increase with rises in the volume of runs, there are concerns with rates of reimbursement from
Medicaid/Medicare, insurance companies, and other government entities. The new health care laws will also
affect EMS revenue. Revenue shortfalls may increase the City’s and County' share of costs.

PERSONNEL

Of the $15.7 million in expenses budgeted for the General Fund, $11.7 million is for personnel costs. Personnel
costs represent about 75% of this budget. This budget includes two additional positions. Chief Palmer has
asked for an additional communications officer and Rhonda Cromer has asked for an additional code
enforcement officer. In my view, these additions are justified due to the increase of calls we have received in
recent years in both of these critical areas.

The proposed budget includes a modest 2% across-the board salary increase (cost-of-living adjustment). The
City’s dedicated workforce received a 2% COLA in FY2014, a 3% COLA in FY2013, no COLA in FY2012, a

2% COLA in FY2011, and no COLA in FY2010. The total cost of this increase is estimated at $115,000 over
N
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the fiscal year.

The City has been fortunate to be able to provide comparable health insurance to our employees. We will still-
be able to offer the same plan as last year, with ro cost increase in premiums.

Retirement rates have decreased slightly for FY2015. The non-hazardous rate has decreased from 18.89% to
17.67%, and the hazardous rate has decreased from 35.7% to 34.31%. Retirement rates generally increase over
time. Additional cost savings may result from Kentucky’s new pension reform legislation, which adopts a
hybrid cash balance plan for new employees, resets the amortization period for payment of the unfunded
liability, and eliminates automatic cost-of- living adjustments (unless prefunded).

GRANTS AND SUBSIDIES (Transfers)

Allocations to other agencies are recommended at amounts consistent with past allocations.

‘ CAPITAL EQUIPMENT FUND

It is important to maintain and improve our capital asset base, so that City services are provided in a safe and
efficient manner. Department heads have requested several significant items, and each request will be
discussed during the budget work session.

 Ofthe $1,886,600 projected in capital expenditures for FY2015, a total of about $364,000 is budgeted across all
departments for debt service. This financing includes $147,100 for interest and principal on the College Park
Natatorium, with the remainder allocated to Fire and EMS equipment.

Other major items included in capital expenses include the Boone/Belmont (Maple Street) storm sewer
improvements project, the E. Washington Street storm sewer project, and fire debt service in the Special
Projects department. The Communications Department is in need of a new back-up server, The Police
Department needs additional vehicles in order to keep a modern fuel-efficient fleet. And, the Fire Department
needs a new training tower/training facility since we had to demo the old one last year due to safety reasons.

MUNICIPAL ATD ROGRAM FUND

We will receive about $425,000 in gasoline tax revenue from the state during FY2015. The state has allocated
$985,000 in J1L04 Road Bond funds for various projects: (1) Fulton Road Phase I - $585,000, (2) Fulton Road
Phase II - $415,000 (3) Seventh Street Phase 1 - $240,000, and (3) Downtown Mast Arms - $160,000. To date,
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we have spent $126,675 on Fulton Road and $197,829 for Seventh Street. 1have also budgeted $200,000 for
paving. It is important that we maintain our infrastructure at an acceptable level.

CDBG/OTHER GRANTS

We are currently working on a $621,000 CDBG Disaster Recovery Grant. To date, we have spent $43,239 on
administration and engineering. This grant will help the City address storm water improvements in several
locations. We also received another Nonpoint Source Pollution Control Grant for the Lower Howard’s Creek
watershed improvement project .which began 01-01-2014 and ends 09-30-2017. Our Strodes Creek
Conservancy Director has been instrumental in obtaining the pollution control grant(s) as well as assisting with
our EPA-MS4 Storm water compliance program. These grants and continued efforts go a long way in
effectively managing our City’s storm water.

We currently have two KY Homeland Security Grants: (1) Police - a communications equipment repeater, and
(2) Fire, Bluegrass Emergency Response Team - medical 4x4 trailer, medical skid, and related equipment.

We have also applied for a Land and Water Conservation Grant for Soccer Park. If the grant is awarded, our
match is $10,000. This item is listed in the Commission Department.

RECOMMENDATIONS

After only about a year on the job as City Manager, I have observed several things that you, the Board -of
Commissioners, may want to consider as we go into the next fiscal year and beyond.

Improving our cash position is very important. Both general fund and capital equipment fund expenses will
need to decrease, or revenues will have to increase in order to do this. I recommend that each and every line
item be reviewed for need versus want and required versus non-required expenses. I also recommend that
transfers to other agencies be limited and a protocol be established as to what agencies qualify for tax payer
dollars. Additionally, having a balanced budget each fiscal year would help in improving our cash position and
assist in building our reserve balance in future years.

Improving staff efficiency is also very important. The City has worked very hard to cross-train employees
where possible, and made great strides in many areas to ensure there is redundancy in our day-to-day
operations. I would like to enhance this program and establish an incentive program for employees who are
cross-trained in other areas. Additionally, I think there is currently sufficient work load to have a City Engineer.
. As City Manager, I spend over 50% of my time managing/directing capital projects. Having a professional
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‘ CITY OF WINCHESTER, KENTUCKY

FISCAL YEAR 2013 BUDGET
ACRONYMS/ABBREVIATIONS
501C(3) IRS Non-Profit Status for Corporations
ACLS Advanced Cardiac Life Support
AED Automated Emergency Defibrillator
AICP American Institute of Certified Planners
ALS Advanced Life Support
AMLS Advanced Medical Life Support
ASP Application Service Provider
BDU Basic Duty Uniform
BERT Bluegrass Emergency Response Team
BGADD Bluegrass Area Development District
BIO-HAZ  Biological Hazard
BIO-MED  Biological Medical
BMP Best Management Practice
CAAK Code Administrator Association of Kentucky
CAD Computer-Aided Dispatch
CDBG Community Development Block Granr
CDL Commercial Drivers License

‘ CDP Carter Dixon Partnership
CERS County Employees Retirement System
CFDA Catalog of Federal Direct Assistance
CiD Criminal Investigation Division
CM City Manager
CMRS Commercial Mobile Radio Service
CPA Certified Public Accountant
CPI Consumer Price Index
CPR Cardiopulmonary Resuscitation
CPU Central Processing Unit
CSEPP Chemical Stockpile Emergency Preparedness Program
DES Disaster Emergency Services
DGA Dense Grade Aggregate (rock)
DNA Deoxyribonucleic Acid
DOW Division of Water
EC Emergency Care
EMS Emergency Medical Services
EMT Emergency Medical Technician
FCC Federal Communications Commission
FFIEMT Firefighter/Emergency Medical Technician
GAAP Generally Accepted Auditing Procedures
GIS Geographic Information Systems
GPS Global Positioning System
HAZ-MAT Hazardous Material
HPC Historic Preservation Commission

. HRA Health Reimbursement Account
ICMA International City Managers Association
IFSTA International Fire Service Training Association



‘ IMC

IT
ITLS
KAPA
KGFOA
KIA
KLC
KLEFPF
- KMCA
KMESHA
KSP
LINK
MDC
MDT
MSs4
NCIC
NFPA
NIBP
NPDES
o/T
OoC
OSHA
P&F
P&F
o:
PALS
PEPP
PFFIP
PILOT
PPV
PVA
RC&D
ROCIC
R-O-W
S&wW
SCBA
SS|
TDD
TEA-21
UFIR
W/CC
WI FI
WMU

International Institute of Municipal Clerks
Information Technology

International Trauma Life Support

Kentucky American Planning Association
Kentucky Governmental Finance Officers Association
Kentucky Infrastructure Authority

Kentucky League of Cities

KY Law Enforcement Foundation Program Fund
Kentucky Municipal City Clerk

KY Municipal Environmental Safety & Health Association
Kentucky State Police

Law Enforcement Information Network Kentucky
Mobile Data Computer

Mobile Data Terminal

Municipal Small Separate Storm water System
National Crime Information Center

National Fire Prevention Association
Non-Invasive Blood Pressure

National Pollution Detection Elimination System
Overtime

Oleoresin Capsicum (Pepper Spray)
Occupational Safety & Health Administration
Policeman & Fireman Pension Fund

Policeman & Fireman Retirement Fund
Part/time

Pediatric Advanced Life Support

Pediatric Education for Pre-Hospital Providers
Professional Firefighter Incentive Program
Payment in Lieu of Taxes

Positive Ventilation Fan

Property Valuation Administrator

Resource Conservation & Development
Regional Office Crime Information Center
Right of Way

Salaries and Wages

Self-Contained Breathing Apparatus

Software Solutions Inc.

Telecommunication Device for the Deaf
Transportation Enhancement Act

Uniform Financial Information Report
Winchester/Clark County

Wireless Devices

Winchester Municipal Utilities



. CITY OF WINCHESTER, KENTUCKY

FISCAL YEAR 2014 BUDGET
ACRONYMS/ABBREVIATIONS
501C(3) IRS Non-Profit Status for Corporations
ACLS Advanced Cardiac Life Support
AFG Assistance to Firefighters Grant
AED Automated Emergency Defibrillator
AICP American Institute of Certified Planners
ALS Advanced Life Support
AMLS Advanced Medical Life Support
ASP Application Service Provider
BDU Basic Duty Uniform
BERT Bluegrass Emergency Response Team
BGADD Bluegrass Area Development District
BIO-HAZ  Biological Hazard
BIO-MED  Biological Medical
BMP Best Management Practice
CAAK Code Administrator Association of Kentucky
CAD ‘Computer-Aided Dispatch
CDBG Community Development Block Grant
. CDL Commercial Drivers License

CDP Carter Dixon Partnership
CERS County Employees Retirement System
CFDA Catalog of Federal Direct Assistance
CIiD Criminal Investigation Division
CM City Manager
CMRS Commercial Mobile Radio Service
CPA Certified Public Accountant
CPI Consumer Price Index
CPR Cardiopulmonary Resuscitation
CPU Central Processing Unit
CSEPP Chemical Stockpile Emergency Preparedness Program
DES Disaster Emergency Services
DGA Dense Grade Aggregate (rock)
DNA Deoxyribonucleic Acid
DOW Division of Water
EC Emergency Care
EMS Emergency Medical Services
EMT Emergency Medical Technician
FCC Federal Communications Commission
FF/EMT Firefighter/Emergency Medical Technician
GAAP Generally Accepted Auditing Procedures
GIs Geographic Information Systems
GPS Global Positioning System
HAZ-MAT Hazardous Material

‘ HPC Historic Preservation Commission
HR Human Resources
HRA Health Reimbursement Account



‘ ICMA International City Managers Association

IFSTA International Fire Service Training Association

HMcC International Institute of Municipal Clerks

IT Information Technology

ITLS International Trauma Life Support

KAPA Kentucky American Planning Association

KGFOA Kentucky Governmental Finance Officers Association
KIA Kentucky Infrastructure Authority

KLC Kentucky League of Cities

KLEFPF KY Law Enforcement Foundation Program Fund
KMCA Kentucky Municipal City Clerk
KMESHA  KY Municipal Environmental Safety & Health Association

KSP Kentucky State Police
LGEA Local Government Economic Assistance
LINK Law Enforcement Information Network Kentucky
MAPS Municipal Aid Program
MCI Mass Casualty Incident
MDC Mobile Data Computer
MDT Mobile Data Terminal
MICR Magnetic Ink Character Recognition
MS4 Municipal Small Separate Storm water System
NCIC National Crime Information Center
NFPA National Fire Prevention Association
NIBP Non-Invasive Blood Pressure
‘ NPDES National Pollution Detection Elimination System
orT Overtime
ocC Oleoresin Capsicum (Pepper Spray)
OSHA Occupational Safety & Health Administration
P&F Policeman & Fireman Pension Fund
P&F Policeman & Fireman Retirement Fund
PIT Part/time .
PALS Pediatric Advanced Life Support
PEPP Pediatric Education for Pre-Hospital Providers
PFFIP Professional Firefighter Incentive Program
PILOT Payment in Lieu of Taxes
PPV Positive Ventilation Fan
PVA Property Valuation Administrator
RC&D Resource Conservation & Development

ROCIC Regional Office Crime Information Center
R-O-W Right of Way

S&W Salaries and Wages

SCBA Self-Contained Breathing Apparatus
SSI Software Solutions Inc.

TDD Telecommunication Device for the Deaf
TEA-21 Transportation Enhancement Act

UFIR Uniform Financial Information Report
Wi/CC Winchester/Clark County

Wi Fl Wireless Devices

‘ WMU Winchester Municipal Utilities



