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NOTE  Typically, minutes are not required of Council workshops; but the City Manager
            and the City Clerk concurred that it could be helpful to have a recording as the

           City proceeds forward with the budget process.
EASTPORT CITY COUNCIL

COUNCIL WORKSHOP

MONDAY, MAY 21ST, 2012  -  6:00 P.M.

SHEAD HIGH SCHOOL  -  BAND ROOM

Those in Attendance:  Councilor Cummings, Councilor Emery, Councilor Morang, Councilor Repole, Council President, Bob Peacock; City Manager, Jon Southern, City Treasurer, Traci Jamieson; Tax Assessor, Robert Scott; City Clerk, Ella Kowal; and Lora Whelan with the Quoddy Tides.
The Council President opens the meeting at 6:00 p.m. and explains its purpose is to conduct a workshop on a draft of the proposed “FY2013” budget and turns the meeting over to the City Manager so that he can update the Council where the City is at with the budget.

The City Manager, Jon Southern, begins by saying that the meeting is intended to get the Council’s input with respect to whether we are headed in the right direction of whether we need to make some drastic changes to the budget.  He also notes it is to let us know where we are at in the planning stage and to give us an insight as to what we issues we might be facing as we continue forward to finalizing the budget.  He further states that after this evening’s workshop, it will require another one which will take place after he has been able to meet with the auditor which is scheduled for Thursday morning at 11:00 a.m. on May 24th, 2012.  He updates the Council he has only heard from the auditor this afternoon and would like to have the Treasurer, Traci Jamieson, in attendance of the meeting but has not yet had a chance to advise her accordingly.

He proceeds forward by asking the Council to refer to Page 2 of the “draft” of said budget which is a summary sheet of the budget.  He first begins to address the new Council members in that he explains that the City Manager does not set the mil rate.  He simply comes up with a budget.  Thus, as you refer to the mil rate on the second page; this is his best educated calculation as to what he believes the mil rate will be.  The Tax Assessor, Robert Scott, is one who will set the final mil rate.  He does, however, make reference that as they compare notes; they came within one or two pennies of each other and their calculations.  Although, the City Manager has a greater range of numbers to work with and the Tax Assessor receives some of this from the City Manager and takes this data and runs a valuation report and this is what ultimately determines the mil rate.  Therefore, Council’s role is not to approve the mil rate; and it is only given on the summary sheet to give you the best educated estimate as to what it might be.  What Council will ultimately be approving eventually is the bottom line dollar figures, the amount to be raised from taxation.  He further reminds that it is easy to fall into the trap 
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of judging a budget by the mil rate and that we shouldn’t focus solely on the mil rate.  This draft shows an increase of 6.5% on the mil rate from last year’s budget.  This is mostly driven by the loss of revenue to the schools of over $300,000.  He notes that Council will see a lot of red where he has made cuts and that this was difficult to do given increased costs.  He also notes that he and the Treasurer have more accurate historic data than what they had previously and that they have worked to categorize this to give a better picture of what is costs to run the City.  Having said that, he has stripped the budget of any luxuries and this is the most difficult budget he has had to prepare.  It does not allow for any errors in judgment and it does not allow for any leeway for mid budget projects that are not foreseen.  
He notes that the County Tax is up slightly by $1,930.00 and that the ambulance has also gone up.  We have been assured that the hydrant rental will remain the same and remains to be seen as it is a large portion of the budget.  The insurance is down significantly as some vehicles have been dropped as well as the fact that we no longer insure the boat school, etc.  

Basically, the Municipal Operations budget is proposed at this point at $1,026,414 which is down by $35,513 from this current financial year.  He proceeds further to say that the Municipal Programs is down to $720,023 which is $35,567 less than the current financial year.  As for Education, he thought he had the budget the school was going but he was advised that they approved a different budget last night which he understands to be a $10,000 difference of an increase.  He refers to Page 2 of the School Department Budget and makes reference to the local revenues for 2012-2013 and it being $1,185,977; this is the number that the Council wants to consider as they review the budget as it reflects a difference of $44,199 over last year.  The figure below that of $270,000 is the balance brought forward.  This matter is being looked into before the City is able to say whether or not this budget can be considered final.  Although the School shows a carry over of $270,000; the auditor explains that this does not necessarily mean that money is there.  It would be there in the ideal world if everybody paid their tax and their sewer bill.  He also makes reference that the audit reflects that we have about a $220,000 shortfall in liens, etc. in addition to the debt from the year before and the year before that.  Therefore, the main purpose of the meeting with the auditor is to help determine exactly how much carry over we have, because with tax revenue still outstanding; not all of the $270,000 can be attributed to the School as some of it would have to be split with the City as well.  Once he has met with the auditor, he will be able to give a better explanation of what is what in terms of the $270,000 carryover.  If the City Manager has read the audit correctly, which he will determine from his meeting with the auditor on Thursday; he understands it to show that there is a $39,000 surplus which is a long ways away from the $270,000.  For now, he has not calculated into this draft budget the $270,000 because we are uncertain as to whether or not it is there.  Councilor Cummings asks if they would be 
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looking at the $270,000 plus the $44,000.  The City Manager explains that he is presenting a worst case scenario.  He further continues to say that if in a few weeks from now this is the budget we need to approve; it is not going to get any worse than this as this is without any carryover put into it.  Thus, it could only go down and if for some unforeseen reason it would go up it would be a result of not receiving any Revenue Sharing and he does not foresee that happening.

Therefore, if there is anything to take away from the meeting; it is a mil rate of $23.21 which is purely an estimate and guess from the Tax Assessor’s calculations of what he believes the town has for  a total valuation  less the exemptions, etc. and emphasizes that the Overlay, the Property Valuation, and the Mil Rate should not be on the budget as it is merely an estimated guess.  
Councilor Repole asks the City Manager if the $200,000 plus is the norm for what they can expect not to get back.  He responds to say, theoretically, they get it back eventually but where at any given time they have several years of liens built up before it goes to foreclosure; you do not just have the debt from the current year – you have the previous years as well with people make payments on payment plans already in arrears which creates problems in itself.  Typically, this is why we build in a capital and reserve; but because we run a dangerously low capital reserve – he notes that the City started out with $70,000 when he came on board and his has since been dropped to $50,000.  With this draft budget for FY2013, he is proposing $40,000.  This could all be gone in one swoop should we experience any major problems or repairs.  Most towns our size would run with a capital reserve of around $200,000 capital reserve but we are unable to afford to do that with the high mil rate that we have.  Because he has been asked how the City compares to other towns, the City Manager has prepared a comparison sheet for Council’s review.  Robert confirms that the City is running at 92% this year which is 8% below the market value.  Council President asks the Assessor what the percentage is that the State would like to see us at.  In a perfect world, they would love to see us at 100% but they allow for a window of 70-110%.  If we were to go below 91%, we would start losing our reimbursements.  If it were to go down to 70%, they will encourage us to do a revaluation.  We have been running consistent with what they have been giving us for reimbursement.
The City Manager speaks to say that preparing a municipal budget is not as simple as looking at what we have done in previous years as there are so many different revenue items and expense categories which are so temperamental in how different social economic factors impact them which makes it that much more difficult to prepare such a budget.  Having said that, and although we have historical data; we try not to rely on it as we prepare the budget but it is difficult not to do at times.   
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As for the insurance, when the City first met with the Budget Committee, their goal was to pay less than 10% on the health insurance and notes that this draft is reflective of going to an 85/15 ratio with looking to the future to be at 80/20 which increases the employees share of the health insurance.  He did not want to jump immediately to an 80/20 as this would be a few hundred dollars a month for employees that do not make that huge amount of money.  Councilor Morang makes reference to the ratio being 60/40 in the real world.  The City Manager stated that he believed the industry average to be 80/20.  
Councilor Cummings asks if anything had been budgeted for new equipment.  The City Manager responded that nothing was budgeted for other than for maintenance and repair of existing equipment.  He also respond to say that anything he has purchased since he’s been here has been done so through economic development revenue and he does note that the City will need another Police Cruiser soon.  Councilor Cummings is referring to the Public Works Department, he confirms that nothing has been budgeted for anything new only for general maintenance.  No forecast for big expenditures.  Councilor Cummings reminds the City Manager that he would like to look into the City’s options to lease a Police Cruiser and whether or not it would be in the City’s best interest to consider it.  The City Manager said that the figures looked favorable.  Councilor Morang did not feel that this is the year to buy anything.  The Police Department will be directed to keep a watch on the mileage and to try and keep it down if at all possible.  The City’s new cruiser is presently at 51,000 miles.  We presently have one cruiser that is not road worthy and is parked and another where the transmission is gone and another one coming up on 250,000 miles.  The plan would be to retire all the old cruisers and to upgrade to a leased or new one.  Councilor Cummings asks if the Police Chief’s position will be changed out to salaried position.  He responds that this has been drafted into this budget but that there has been a reason that it has not been done so prior to this as he is not able to speak publicly on the matter.
He proceeds further to say that there is a large portion of this budget that is out of his control and that is the Solid Waste.  He refers the Council to the back of the budget whereby there is a sheet that shows the program costs analysis and that it shows that Solid Waste Disposal is 6.08% of the total taxation and that Hydrant Rental Fees are 8.6% of the total taxation and need to be addressed as he has previously mentioned.  Councilor Morang asks what other municipalities are doing.  The City Manager explains that Machias has more paying customers on their water and he believes they are less than half our rate.  Councilor Morang asks how they go about negotiations on this and who do they contact.  The City Manager reminds the Council that the people of Eastport elect a representative to the board and that Eastport has one and that Perry has one and Pleasant Point has three.  He believes our representative is a token in position with very limited power.  It is the City Manager’s understanding that they can charge 38% of the total billable rates for hydrants with the possibility of going even higher.  Council Presidents makes reference that they are replacing the water lines and the City Manager reminds him that this is grant funding and that 70% of that is grants.
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The City Manager then continues on and refers the Council to Page 3 of the budget summary and explains the breakdown and its percentage as they refer to it while considering the budget.  He also notes that the School believes they are 40% of the overall budget and the City understands them to be at 51% of the budget.  The Tax Assessor explains that he used gross numbers last year and the School when with the net figures.  He reminds Council that they raise this question and then came to talk to him after the fact when it would have been better to see him first before putting out any numbers.  Nonetheless, the Tax Assessor was able to contact Carl Young; his predecessor as well as the State Appraiser and he called the State and spoke with Mike Rogers and he confers  that we should be using gross numbers and not net because State Revenue Sharing is given to the towns to help pay for everything -  including Education and that you cannot percentage out that portion.  Council President asks for confirmation that our $1,500,000 is 50% gross of the budget.

Councilor Cummings asks the City Manager about only receiving revenue of $1,000 a month from the tenants in the A&P building.  He responds to say that he is looking into reviewing that.  Councilor Cummings notes that the mill generates a  monthly revenue of $6,500.  The City Manager makes mention that there is only one figure that is not factored into the budget and that is the wind blades at the airport as he considered it too risky to budget it in as a revenue item because it is impossible to determine this number into the budget as its status could change at any given time.  However, he continues forward to say that he took a risk and budgeted in FMT’s revenue for the mill, but if they were to leave us; we would be left with a $12,000 shortfall.
At present, the fuel farm looks like it is breaking even.  He will be working with Traci to figure out how to best manage the fuel farm but reminds the Council that this will be an economic development activity.  For purposes of this budget, we has shown it to break even with $30,000 in fuel purchases and $30,000 in sales.  Should it generate revenue, the City will have to look at how they will utilize these funds as this money has to stay within the airport. If nothing else, it is hopeful that it will generate enough to pay the match on the AIP grant and to help bring the costs down on the airport.
The Council President calculates that it costs each resident a total of $22 to have a full-time police officer and the cost per resident to have the Fire Department is $3.79.  Both of whish are a much needed service not to mention the cost of $74.80 per resident for the ambulance service.  As for the hydrant rental fees, it is costing the taxpayer $182.  However, the Assessor makes note that it does keep the cost of fire insurance down.  Councilor Morang asks what the rate per taxpayer is for Solid Waste.  Council President responds that it works to be $130 in addition to paying the haulers to pick it up.  Councilor Cummings recognizes the importance of our Police Department and the Ambulance, but the question remains can we afford to keep them.  The School’s portion 
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of the budget, the taxpayer is paying $1,100,  However, this is not to say the City is making a judgment call that it is right or that it is wrong; but it is one way to look at it and it is comparable to where other towns are at with their budget.  Councilor Cummings speaks that it is his understanding that we must address the hydrant rentals through petitioning the PUC and a change in the Legislature.  The City Manager responds to remind him that he has urged the public to attend the water company meetings but lacks any participating or attendance from the taxpayers.  Councilor Morang asks a question with respect to the need for as many of the fire hydrants that we have and the City Manager responded that it was his opinion that we did not but this is how they make their revenue and they are mandated by the Charter.  The City Manager clarifies that the rate is not mandated but that the number of hydrants are and believe it to be so many per mile.
Council Presidents asks the Council for their thoughts on the overall budget and begins with Councilor Emery.  Councilor Emery concurs the City is in need of a Police Department and an ambulance.  However, he does agree that the City needs to address the cost of the rental fees.
Council President makes reference to the need of the ambulance and that operationally, it has been run fairly well and that they are working on the financial end.  Councilor Cummings asks if he is referring to the need for us to start our own ambulance and is adamant that we cannot afford it.  Councilor Repole does recall that Earl Small did say we were at a breaking point with the ambulance.  Councilor President believes there are four or five entities out there that could come and take over the ambulance and although it would be run well, it would be more expensive.  So for now, we are doing what we can to stay afloat so to speak.  Councilor Cummings notes that he will be taking a hard look at this before the City makes a decision to commit to the $101,000 for the new fiscal year.  He reminds the Council that they are not receiving any monies from Medicare or MaineCare and that once they do, we should see a big change.  The City Manager reflects that the average household income is $24,000.  Councilor Cummings makes mention that our taxpayers would be at a catch twenty-two so to speak as they would not be able to afford to send their children to school at Shead but that they wouldn’t be able to afford to send them elsewhere either.  The City Manager responds to say that should the enrollment of the students at the high school drop below thirty students, it is then that the City would need to look at the future of the school.  There will be hard questions to ask as well as answer in this regard, but it must be done.  To look at the demographic data, we are looking at having only twenty Eastport students.  
Council President closes with a summary and the emphasis the need to have an answer relative to whether or not there is a surplus in the School budget which is critical before the City can rendure a decision on the “proposed” FY2013 budget.  The City Manager refers the Council to a spreadsheet attached to the back of the budget that shows a mil 
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rate comparison.  The City Manager also makes known to the Council an option for them to take $50,000 of the boat school money and to put it into the tax pool to offset the taxes by $50,000.  Councilor Cummings reminds the City Manager of the need for legal expenses in this regard.  The City Manager responds that it has to be spent on grants and we can’t just sit on it forever as we have to match the grants.  Council President takes a moment to thank the City Manager, the Treasurer, and the Tax Assessor for their hard work and appreciate their efforts to cut the budget to the tune of $90,000.  The City Manager reminds Council that there are “no” contingencies as well as no pay raises within this budget.  Councilor Morang asks the City Manager if we can live with a budget like this.
The Council President requests that the City Manager put together a list of what the City’s received in terms of grant monies to help give a better understanding and overview of these projects and that it is important to have this information – he said that he would. 

Councilor Morang commends the City Manager for what he has been able to do and come up with, but he feels that the Council should hold another workshop next week after he has had an opportunity to meet with the auditor.

Council agrees to hold another Council workshop on Wednesday, May 30, 2012 at 6:00 p.m.  The City Clerk reminds Council President that when the Council is ready to schedule a Public Hearing on the budget, they must allow for the publishing of the budget in the newspaper for a period of two weeks prior to holding the Public Hearing as per the City Charter.

The City Manager addresses the Council prior to adjourning with a question relative to the Fireworks Ordinance.  Through discussing this matter with the Council members, with the exception of Council President as he has not been present for health reasons; it is felt that the ordinance would not pass as written and the City Manager does not feel that cannot, in good faith, put this in the paper to incur an expense to the taxpayers knowing that it will not pass.  Therefore, he informs the Council that Richard Flewelling in the legal department with MMA recommends that we follow the City Charter and put it on an agenda and have the Council vote to consider the rescinding of their previous vote for the matter at hand.  Council concurs to place this on the agenda for the workshop of Wednesday, May 30, 2012  and to also schedule a Special City Council meeting to vote on the subject matter accordingly.
City Council Workshop adjourns at 7:05 p.m.
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