2016-2017
BUDGET MESSAGE

Honorable Mayor, City Council, Budget Committee and Pilot Rock Residents,

I am pleased to submit, for your review and consideration, budgets for our General Fund as well as the Special Revenue Funds, for the 2017 fiscal year. The proposed budget is balance and supports our commitment to maintain a safe and healthy community and provide quality public services for the citizens of Pilot Rock.

This message, as required by law, is to explain the budget, its purpose and any major changes from the previous year.  The budget serves as a financial guide to allocate resources to a variety of City programs and priorities and to protect the community's physical security, and maintain and develop the City's facilities and infrastructure.  

We continue our commitment to responsible fiscal management, effective service delivery and to providing our citizens with an affordable quality of life.  Our budget preparation was guided by the following principles:
· Balance the budget with current revenues and current expenses.
· Minimize the impact of any fee increase on residents.
· Recruit, retain and develop qualities employees.
· Employ new technology that benefit the community.
· Allocate funds for the required upgrade to our waste water lagoon system.
· Address long term capital needs such as the maintenance of all infrastructure.

As we bring to a close a year which offered many challenges in maintaining a police department and preparations for the required waste water lagoon upgrade, we move forward strong and determined to consistantly improve the quality of life for our citizens.  

Last year the auditors asked me to create an "audit trail" , transfers between the funds, that would clearly show how the loans to the 2010 Water Project Fund, were paid back.  These transfers resulted in funds coming in and the same amount going out.  While the transfers did not represent actual revenue and expenses they did inflate the overall 2016 budget by $501,000, which should be considered when comparing last year's revenue to this year. 

WAGE INCREASE AND ADJUSTMENTS
In past years we went several years without a wage increase which finally resulted in a higher increase to catch up employee wages with the cost of living.  Council has agreed that the budget should reflect a wage increase each year, keeping our employee wages in step with the cost of living.  We have prepared this proposed budget with a modest 1% increase.  
Compelled to keep our patrolman wages competitive so that we may recruit and retain quality officers, during this current year, we made adjustments to the wage schedule.  The proposed 2016-17 budget reflects these adjustments as well as additional adjustments to the Police Department and the City Recorder/ Treasures wage schedule.  The adjusted wage schedule is included in this budget packet and is pending Councils approval.
These increases will increase personal services in each department and fund as follows (these figures include the increase to PERS and income taxes):
Office Department:	$ 2,359		Street Fund:	$    168	Library Fund: 	$   235
Park Department:	$      27		Sewer Fund:	$  2,534
Police Department:	$ 1,959		Water fund:	$  3,171

MEDICAL AND PROPERTY INSURANCE INCREASE
Cities and Counties Insurance (CCIS) has stated that rates will increase in the coming year.  Medical by 2.5% and Dental by 5.4%. Although Property Insurance and Auto Physical Damage will not increase,  Liability will increase by 9% and Workers Compensation by 7.2%    These increases have been reflected in the applicable funds.
PERS INCREASE
Per the actuarial evaluation submitted by Milliman for the State of Oregon, there will be an increase in the Public Employees Retirement System (PERS) rate.  PERS general service will increase 3.9%, and police and fire, will increase by 7%.  OPSRP general service by 3.1% and police and fire by 3.8%.  These increases have been reflected in the applicable funds. 
GENERAL FUND
We have a healthy carryover of $222,000, due in part to the savings in police personal services.  With the invaluable advice of Chief Roberts of Pendleton, as City Recorder, I  took on the added responsibility of resolving ongoing police issues and doing everything possible to rebuild our department without adding additional wages to City Hall personal services, which helped to keep the savings intact.  In addition to adding to the Police Department, the money saved last year will help to build up the General Fund Contingency, Street Department Repairs and Maintenance and allow $2,500 in  Supplies and Maintenance to the Council Chambers, where we hope to improve the speaker system.  

We anticipate $13,000 increase in revenues due to the PP&L rate increase and 8% franchise fee, as well as the AT&T lease increase.  These are sustainable revenue sources. 

Police Department
The Police Department represents 55% of the General Fund.

As already stated there were substantial savings due to the diminished police department this past year.  During the last couple of months the Police Department wisely spent a good portion of that savings and made great strides to improve the security of the building and upgrade equipment to meet standards.  This coming year the savings will help to pay for officer wages as well as put funds aside for police vehicles as it becomes necessary to replace them in the future.

Umatilla County Dispatch has assessed a fee for dispatch services in excess of $20,000 annually.  Chief Caldera has negotiated an agreement that the City of Pilot Rock would pay $9,000 in the 2017 fiscal year and that amount to increase by $3,000 each year until we are at the full amount. 

Chief Caldera hopes to have the police department fully staffed by July 1, 2016. The Public Safety Surcharge Ordinance of 2010 provided for a $6 monthly surcharge to assist in funding a three man police department.  While it was the intention of the ordinance to leave the surcharge unchanged and allow growth, since we had a reduction in officers, we have over the past few years, reduced it from $6 to the current $3. Although we know that it is inevitable that the full surcharge will have to be reinstated, with the substantial savings in the police department this past year, we are only proposing a .50 increase to the surcharge for the 2016-17 fiscal year.

WASTE WATER LAGOON UPGRADE
After the March 2014 warning letter from DEQ, the city has settled on an option to do the required upgrade to the waste water lagoon system.  The upgrade is estimated to cost $5.2 million, with an anticipated grant of  $1.4 million and 1.875%  interest rate on a loan from USDA.  USDA requires that the sewer user rates be at least $39.52 per month and there be a full years worth of loan payment in a reserve account for the duration of the loan.  Last year we laid out the plan to increase the monthly sewer rate $10 ($28 total sewer) in 2016, $7 ($35 total sewer) in 2017, $5 ($40 total sewer) in 2018.  We are on track to collect $74,000 in the Waste Water Lagoon Upgrade Fund, for this year.  The 2017 proposed budget will carry over that amount and add another $109,200 making a total of $183,854 by year's end.  If we continue as planned we will have $484,000 in this fund at the time the loan is in effect. 

The funds are collected in the Sewer Fund then transferred to the Waste Water Lagoon Upgrade Fund.  It is important to note that in addition to the lagoon upgrade we must keep our existing system up and running.  As expenses rise so must the revenue. Last year the sewer fund received a healthy payment of $13,895, from the water department to pay off the loan which the sewer fund made to the water project.  The fund also received a loan from the Economic Development fund to pay $15,000 toward the $45,000 cost of the required feasibility study with a budget to pay it back.  To date we have only received $17,500 of the $25,000 grant to pay for the study, we can apply for the remainder once the study is complete.  Unfortunately there were not enough funds to repay that loan to the Economic Development Fund and still have an adequate amount of carry over to start the coming year.  Rather than propose an increase on top of the $7 Upgrade increase, the proposed budget has allocated a portion of the funds from the scheduled $7 increase toward the operation and maintenance of the sewer department. $21 of the $35 monthly sewer fee will go toward regular sewer operations and maintenance and $14 toward the lagoon upgrade. This will accommodate the needs of the Sewer fund, put the needed funds aside to meet the USDA requirement and keep monthly user rate on track to meet the required threshold.  

WATER FUND AND SEWER UTILITY RESERVE LOAN PAYMENT
The water fund continues to collect the Water Project fee of $3 a month for each rate payer, which generates approximately $23,000 each year, that is allocated to pay off the various loans that were needed to complete the water project.   There is still a $94,000 balance which is owed to the Sewer Utility Reserve Fund. The $23,000 water project fee revenue will go toward that balance each year until it is paid in full. 



OVERVIEW
	
	2016 Budget
	
	2017 Proposed Budget
	
	Increase/ Reduction $
	
	Increase/ Reduction %

	
	
	
	
	
	
	
	

	General 
	$727,953
	
	$672,679
	
	$55,274.00
	
	$0.08

	Sate Tax Street
	$180,445
	
	$235,163
	
	$54,718.00
	
	$0.30

	Sewer
	$338,606
	
	$290,952
	
	$47,654.00
	
	$0.14

	Water
	$290,901
	
	$253,954
	
	$36,947.00
	
	$0.13

	Sewer Utility Reserve
	$91,866
	
	$60,074
	
	$31,792.00
	
	$0.35

	Water Utility Reserve
	$89,359
	
	$24,026
	
	$65,333.00
	
	$0.73

	Waste Water Lagoon Upgrade
	$0
	
	$183,854
	
	$183,854.00
	
	$1.00

	Economic Development
	$150,517
	
	$125,473
	
	$25,044.00
	
	$0.17

	Library
	$67,452
	
	$66,205
	
	$1,247.00
	
	$0.02

	Equipment Replacement
	$50,012
	
	$0
	
	$50,012.00
	
	$1.00

	Water Project
	$167,000
	
	$0
	
	$167,000.00
	
	$1.00

	
	$2,154,111
	
	$1,912,380
	
	$241,731.00
	
	$0.11




 
CONCLUSION
Developing this budget is a collaborative effort by the department heads and represents many hours of work and deliberation.  I appreciate everyone's willingness to work together as a team in developing a bare bones budget that sustains the services for our community.  


Respectfully,




Teri Porter
Budget Officer





