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BOARD OF FINANCE CHAIRMAN’S BUDGET MESSAGE

TO THE CITY COUNCIL, CITIZENS AND TAXPAYERS OF BRISTOL:

As Chairman of the Board of Finance, it is my privilege to present this 2007-2008
budget message.

BUDGET HIGHLIGHTS:

The focus of the 2008 budget is to continue providing the core level of services the
City has traditionally provided while maintaining the City’s strong financial
condition, and adding a few new ongoing costs and services while not placing an
undue financial burden on our citizens and businesses.

This budget represents a tax increase to our residents and businesses of 1.46% or
.50 mills. This is a reasonable increase in light of the uncertainty and timing of
state grants due the City.

Clearly, some of this increase stems from increases in energy costs, new positions
in the budget, both in education and City Hall, anticipated costs for unsettled
wage and benefit contracts, new accounting standards, as well as various
increasing legal representation costs. However, due to rising costs in many areas
we made adjustments to all budgets. There are no layoffs considered in the
budget. We must continue to balance the needs of each department, maintaining
the infrastructure, and consider the ability of our taxpayers to pay. The Board
does not intend to shortchange any department, but has the overall responsibility
to be fiscally prudent. | believe we accomplished that effort.

REVENUE BUDGET:

Economic Growth. The grand list grew by 1.6%, providing approximately $1.7
million in new tax income to the City.
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Revenue from the state. Our largest source of revenues other than property taxes
are state grants. The largest state grant is the Educational Cost Sharing, ECS

grant.

Again, uncertainty played a significant role in our budgetary decision making
process. The state legislature advised us that the Governor’s proposed $5.1 million
increase to our ECS grant could not be relied upon for budgeting purposes.
Therefore, we budgeted 80% or approximately $4 million dollars of the Governor’s
proposal. Any differing actual amounts will be considered for appropriation or
other purposes when known.

Interest income. This revenue was increased $100,000 in light of a larger
budget and a higher interest rate.

Tax collection rates. Our collection rates have been excellent in past years.
We anticipate this trend to continue and have budgeted an additional
$100,000 in supplemental property tax collections over prior year levels.

Conveyance Tax. It should be noted the Conveyance tax has been increased
several hundred thousand dollars over the past three budget years.
Property conveyance trends have slowed over the past year and this budget
anticipates that trend to continue. We have lowered this revenue source by
$200,000 from $1.1 million to $900,000. The State is still debating sun
setting the increased collection rate of .5 to .25 percent.

Fund Balance. The last significant revenue resource used year to year and
worth mentioning is our use of Fund Balance to balance our budget. In
keeping with our fiscal policy to eventually eliminate our reliance on any
surplus funds to balance the budget; our budgeted use of fund balance was
reduced from $1.395 million to $1.2 million.

EXPENDITURE BUDGET:

The total requests for all city departments including education was
approximately $11 million in additional appropriations. Naturally, that
increase could not be sustained by those paying for it: our residents and
businesses.

Reduction. The Board reduced general government requests by $1.7 million.
Education funding was reduced by $2.7 million, a $1.8 million reduction in the
operational side of the education budget and a $900,000 reduction in employee
health benefits. An additional $450,000 for health benefits was reduced on the
general government side per our health benefits consultant.
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Overtime. The board placed a high priority on controlling overtime costs.
Budget-wide, funding levels for overtime were reduced.

While significant reductions were made to the budget by the Board, several
new funding initiatives were also approved in this budget such as:

e Youth Services. Funding was provided for three vans to the Youth
Services department to shuttle its clients to and from City facilities.

e Document Storage. Funding was provided for a new document scanning
pilot program, to reduce our reliance on space consuming hard copy
document storage.

 Equipment and Vehicles. The Public Works department received
$840,000 of vehicle and equipment appropriations to replace outdated
equipment. This appropriation was significantly increased last fiscal
year and this years funding reflects continued initiatives to replace a
significant portion of our equipment per replacement schedules.

e Road Improvements. A similar funding tactic was used for our Major
Road Improvements account within Public Works. Last year, a
significant increase was approved from $1.8 million to $2.5 million to
maintain our roadways infrastructure. A $2.5 million funding level was
approved once again for this fiscal year.

e Technology Upgrades. We provided for upgrades to our Management
Information Systems hardware and software, our Building Inspection
software, and our Personnel vacation sick time tracking software.

e Capital Improvement Program. Finally, the City’'s 5 Year Capital
Improvement Plan was approved that provides funding to a variety of
large scale City-wide projects through the use of grants, debt service and
cash payments.

ACKNOWLEDGEMENTS

Each and every member of this Board of Finance is commended for their
numerous hours of work dedicated to the eventual approval of our City’s budget.
Your attendance and input at numerous evenings of public hearings and
workshops regarding this budget shows your enduring voluntary commitment to
the City.
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As Chairman of this Board and as a Bristol resident, | thank you for all your year
long efforts. | also extend my appreciation to the Mayor and the City Council for
their input and support not only in this year’'s budgetary process, but throughout
the year.

Last, and certainly not least, | sincerely thank the entire budgetary staff of the
Comptroller's Office for their assistance and professional guidance throughout
this process. As chairman, on behalf of the Board of Finance, we thank
Comptroller, Glenn Klocko, Assistant Comptroller, Robin Manuele, Chief
Accountant, David Bertnagel, Accountant Cynthia Smith and Assistant to the
Comptroller, Jodi McGrane, for their efforts.

IN CONCLUSION:

I am pleased that the goals and objectives that this budget represents for the
Cities’ future has been met. However, future challenges remain to be
accomplished. This budget sets the foundation through level spending and a
minimal tax increase towards the City’s future goals.

The annual budget process is a dynamic process that provides the City of Bristol
with the opportunity and means to review past accomplishments and evaluate
goals and objectives for the future. City elected officials, appointed officials, agency
heads, and department heads come together, as a team, at a number of hearing
and workshops to address and meet the challenges of this budget year. We will
look forward to the successful implementation of this budget and to the challenges
of next year’s budgetary process.

Respectfully submitted,

%-c}aa..ﬁj ‘?ﬁwm

Richard Miecznikowski
Board of Finance Chairman
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FISCAL IMPACT

OPERATING BUDGET: GENERAL FUND

Contingency

Perhaps the most unpredictable yet probably highly favorable impact is the general
fund Contingency appropriation of $1,100,000. Each fiscal year, City officials “worry” if
the $1,100,000 level will be sufficient to handle emergency expenditures for a bad
winter storm year or for unforeseen emergencies. The Contingency provides a first line
of defense to any potential use of the City’s fund balance levels.

Staffing Levels

The police department has been under staffed for the past few years; two new positions
were added to the budget. The BOE added 7.3 new positions.

A listing of the new positions is presented below:

6.5 New City Positions: 7.3 New Board of Education Positions:
2.0 Police Officers 1.0 Custodian

1.5 Police Dispatchers 2.0 Kindergarten Teachers

1.0 Fire Inspector 1.0 Early Childhood Supervisor

1.0 Building- Administrative Assistant 1.0 Middle School Technician

1.0 Parks Laborer 1.0 Special Education Technician

1.0 Psychologist
0.3 Secretary

Other: Accounting Standards, GASB Statement No. 45 Funding Background

A new accounting requirement will impact future funding levels of employee benefits
other than pension benefits. Beginning in the 2007 reporting year, the City will be
required to disclose in its financial statements the liability for what is termed: Other
Post Employment Benefits (OPEB) and the assets designated to cover those liabilities.
This disclosure will mirror a similar requirement for pension benefits: assets versus
liabilities. The future budgetary impact is significant. Any state or municipality issuing
debt will be questioned by rating agency analysts on ‘the plan’ to cover the OPEB
liability. Any ‘plan’ will require an ongoing and increasing cash infusion into an
irrevocable trust fund. Failure to do so over time will have future credit rating
implications (downgrade) we are told. A reservation of fund balance has been set aside
for this purpose. In addition, the Board of Finance selected a graduated funding method
to eventually fully fund our annual required contribution.

The following information summarizes the actuarial liabilities and contributions for

GASB 45 initial planning phase. This information is required to be updated every two
years. The City is in the process of doing so.
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Summary of Acturial Results

(As provided by Aon Consulting)

Estimated Basic Liability Valuation: June 30, 2005

Present Value of all Projected Benefits (PVPB)

$178,500,000

Present Value of benefits earned to date (AAL) 119,000,000
2005706 Annual Required Contributions (ARC) 13,800,000
2005706 Annual OPEB Cost 13,800,000
2005-06 Expected Benefit Premiums 6,800,000
Annual Required Contribution: June 30, 2006
Service Cost (with interest) $6,000,000
AAL Amortization 7,800,000
Total Annual Required Contribution $13,800,000

The following graduated funding scale was adopted by the Board of Finance to

eventually fund the $7.8 million employee gap in required cash contributions for

employee post employment benefits.

The funding starts with a base in 2007-08 of $200,000. Each year, the base is

increased by 25%, creating a new base. In the next year, 25% is then added to the new

base, and so on until the $7.8 million funding is achieved.

Transmittal Letter

Funding
Year (Base + 25%) Total Year Funding Total

1 Starting Base $200,000 10 298,023 1,490,116
2 50,000 250,000 11 372,529 1,862,645
3 62,500 312,500 12 465,661 2,328,306
4 78,125 390,625 13 582,077 2,910,383
5 97,656 488,281 14 727,596 3,637,979
6 122,070 610,352 15 909,495 4,547,474
7 152,588 762,939 16 1,136,868 5,684,342
8 190,735 953,674 17 1,421,085 $7,105,427
9 238,419 1,192,093
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After Budget Adoption

The following is a preliminary analysis of the State of Connecticut budget deal for fiscal
year 2008 and its impact on the City of Bristol as provided by Connecticut Conference
of Municipalities, a state wide association of towns and cities.

Grant FY 07 FY 08 Change:
Adopted Budget
Approps. Adopted (FY 08) over
Governor's Committee State This Year
This Year Proposal Proposal Budget (FY 07)
$ $ $ $ $ %
Education:
Aduit Education 331,715 295,729 321,145 311,614 116,101 3T1%
ECS Grant 35,390,484 41,111,508 40,590,195 39,942,411 4,551,927 12.9%
Non-public School Transportation 188,540 171,989 171,989 171,989 -16,551 -8.8%
Public School Transportatation 841,321 767,036 767,036 767,036 -74,285 -8.8%
Sub-Total: Education 36,742,060 42,346,262 41,850,365 41,193,050 4,450,990 12.1%

Non-Education

- 2,145,941 - - - n/a
Local Capital Improvement 520,268 520,268 520,268 520,268 - 0.0%
PILOT: Colleges & Hospitals 893,799 856,218 971,807 909,091 15,292 1.7%
PILOT: State-owned Property 78,422 70,180 84,309 76,643 (1,779) -2.3%
Pequot-Mohegan Grant 914,392 885,253 1,010,728 940,862 26,470 2.9%
Property Tax Relief Grant 540,603 - - (540,603)| -100.0%
Town Aid Road Grant 340,668 249,823 340,668 340,668 - 0.0%
Sub-Total: Non-Education 3,288,152 4,727,683 2,927,780 2,787,532 (500,620)] -15.2%
Total: Education & Non-Education 40,030,212 47,073,945 44,778,145 43,980,582 3,950,370 9.9%
Loss from prop. Tax exemption on most cars - (2,145,941) - - - n/a
Net Impact (State Aid less Lost Revenue) $40,030,222 | $44,928,005 | $44,778,145 | $43,980,582 | $ 3,950,360 | $ 0

THE FUTURE OUTLOOK

Economic Outlook: Nationally

“The economy deflects the double daggers of high gasoline and lower house prices.” A
recent quote from Stuart Offman, Chief Economist for the PNC Financial Series Gray,
Pittsburg, Pa. Mr. Hoffman goes on to say that consumers can initially cover part of this
added gasoline expense with credit card purchases and digging into already diminished
savings. High gas prices will curb spending on other more discretionary items such as
motor vehicles, apparel, restaurant meals, entertainment and travel. There is a hint of
lower gasoline prices to come this summer which would be a double bonus for the
United States economy by helping to hold down inflation. The adjustment in the
housing sector is ongoing. Lofty energy prices, a cooling housing market and less
consumer appetite for spending are figuring prominently in the forecast for slower
overall economic activity. Bristol has experienced the rising energy prices and the
slower housing market. Both directly affect the City’s budget. Higher energy prices on
the expenditure side and slower housing on the revenue producing side due to less local
City clerk fees generated from real estate sales.
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Economic Outlook: The State of Connecticut

The managing economist for the Connecticut Department of Economic and Community
development predicts “slow and positive growth in the Connecticut economy in the near
term.” “The sole negative is reduced housing permits.” Nevertheless, the economy seems
likely to expand at a moderate pace overcoming quarters even as core inflation remains
somewhat elevated. Another positive factor is the State is expected to generate a billion
dollar 2007 fiscal year end surplus. In doing so, the State increased its aid to all
Connecticut municipalities. The Educational Cost Sharing (ECS) grant, for instance,
increased 10%, state wide. As always, next year is a wait and see what happens
scenario.

Revaluation

Revaluation of all taxable property (real estate, personal property and motor vehicle)
occurs once every five years, previously, the law mandated once every four years and
prior to that, once every 10 years. To lessen the financial impact, the City has annually
set aside funds for an anticipated revaluation in 2007 at a cost of $998,000. The last
statistical revaluation was completed in October of 2002 and was effective for the 2004
budget year. The next revaluation after the 2007 revaluation will be 2012.

Schools

In conjunction with census 2000 information, our Board of Education is proceeding
with an upgrade to several school facilities to accommodate the aging buildings. Plans
include additions and refurbishing of existing buildings. The ramifications of this
process, apart from the new facilities, will be future planning of a series of debt service
issuances that will fit the parameters of the City’'s debt policy.

BUDGET DOCUMENT

Much of the format and content of this document changes year-to-year. This is due, in
part, to changing administrations, changes in local fiscal priorities, changes in state
grant funding levels, and certainly economic changes on local, regional and national
levels.

In addition, to keep pace with related changes in financial statement requirements, the
Government Finance Officers Association (GFOA) Budget Awards Program criteria
incorporates annual mandatory changes to the budget document that must be
addressed each year by City management and staff and noted on the application for
peer review. This is a GFOA Award winning document with regard to the GFOA'’s
criteria. The appropriate changes have been made based on criteria and suggestions
from budget award reviewers to match current award standards.

I encourage all City Officials and employees to use this document year round. This
document now moves beyond the traditional concept of line item expenditure control,
providing information to managers that can lead to improved program efficiency and
effectiveness with its new format. Under the criteria established by the GFOA
Distinguished Budget Award Program, our document is a staff and citizen's useable
policy, objective, and goal-orientated document. It focuses budget decisions on results
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and outcomes, incorporates a long-term perspective and lastly we believe it is an easy to
read and understand communication device to interested parties.

Review and Award Process

After a preliminary screening, eligible budgets are sent to three independent reviewers
who are members of GFOA’s Budget Review Panel. To receive the award, a budget must
be judged proficient in all four major award categories as well as all “mandatory”
criteria by two of the three reviewers. Those budgets that are rated “outstanding” by all
three reviewers in any of four major award categories, receive special recognition.
Budgets are categorized by size and assigned to reviewers based on their experience and
familiarity with reviewing documents of a similar size. Reviewers operate independently
of GFOA officers and staff. The identities of reviewers to whom particular budgets are
assigned for review are kept confidential. We believe this budget document will be
favorably judged to continue to receive the GFOA’'s Budget Award, on behalf of the City.
Every attempt is made by staff to incorporate all past reviewers’ suggestions into the
current document.

ACKNOWLEDGEMENTS

The annual budget process provides the community with the opportunity and means to
review past accomplishments and enunciate collective goals and objectives for the
future.

It is with great pleasure that | present this completed and City approved budget to the
reader for review. A conscious effort was made by staff to make it a readable and
useable document. Suggestions for improvement are always welcome.

Most City officials believe that once our City budget is approved the 3rd Monday in May
that the process is over for another year. This is far from true. It is actually the start of
a 90-day document preparation, criteria review, rewriting, proofing, and finalized cross-
checking for accuracy process. With that said, | would be remiss if | did not extend a
special thank you to Robin Manuele, Assistant Comptroller, David Bertnagel, Chief
Accountant, Cynthia Smith, Accountant and Jodi McGrane, Assistant to the
Comptroller, all from the Comptroller’s office, for their endless efforts in continuing to
contribute to producing this GFOA award-winning document on behalf of the citizens,
taxpayers, and elected and appointed officials of the City of Bristol.

Respectfully submitted,

Glenn S. Klocko,
Comptroller
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