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Date: October 29, 2014

To: President, Vice-President, Council and Mayor

From: Jeff Naftal, Borough Manager 9/\/

Subject: Budget Update and Materials for Revenue Workshop

BUDGET CHANGES FROM THE SECOND WORKSHOP:

The following is a recap of the alterations to the budget authorized by Council at the
Budget Workshop on Capital Improvements:

I. In Category 1: Road Improvements, the Budget was reduced from $500,000 to
$475,000 with the balance moved to a new line item, Fire Department Equipment

Reserves.

2. In Category 3: The Parks line item was increased to include Pop Murray Field
drainage and fencing.

3. In Category 4: Recreation Department, the $9,110 for a kiddie slide at the pool
was removed.

4, In the Highway Aid Fund, the revenue for State Aid was increased by $10,000
reflecting the estimate received from the State.

A revised budget showing these changes is attached for your review. Following our
Revenue Workshop I will create a Final Budget for Public Review by November 17,
2014 prior to adoption by the Council on December 1, 2014.

REVENUE HIGHLIGHTS FOR THE THIRD WORKSHOP:

In general, our major revenue streams are down throughout the budget, with the notable
exception of our Earned Income and Local Service taxes, which are doing very well. As
noted in my initial report, our real estate tax revenue is down about $175,000 due to
continuing downward reassessments of property by the County. Despite that, I am
proposing to maintain our millage rate at the current 8.97 mills in 2014. At 8,97, our
millage rate is the lowest it has been since 2001 as shown in the following chart;
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With no rate increases, our revenues are up approximately $100,000 in the Sewer Fund
because of higher water usage, down in the Capital Reserve Fund because of a reduction
- in our Prior Year starting number and no incoming transfers yet, and up in the Highway
Aid Fund because of increases in our Prior Year starting number and higher revenues

from the State. Our revenue distribution among the four funds then is as follows:

REVENUES - ALL FUNDS
$180,050

S50 /

61,804,500

$7,353,700

n General Fund = Sewer Fund = Capital Reserves Fund = Highway Ald Fund

When we look at these projected revenues for 2015 we can see that we have surpluses in
the General Fund and Sewer Fund, a small deficit in the Highway Aid fund and the entire
Capital Reserves Fund is operating without any resources. If we transfer all surpluses to
the Capital Reserve Fund, we are still well short of funding all of the capital reserve
items, So the attached spreadsheet shows a list of potential one-time revenues, changes
in revenues, and new revenues. Each one is explained in more detail below:

Increase Solid Waste Fees:  Since 2010, the Borough’s costs for Solid Waste services
including garbage and recycling have been greater than the revenue we are billing
residents for. This was due to the price escalator in the prior contract but no one was
really looking at whether we were receiving what we were paying. The amount we have
been short reached over $125,000 in 2013, The 2014 deficit is expected to be
approximately $70,000 which is because of the lower rates from the new contract with
Waste Management. Last year Council did not want to move forward with any fee
increases for solid waste but suggested that we look at it again this year.




Increase Residential Parking Permits: Three (3) options are presented. Currently
we charge $10 per year (less than $1 per month) for a residential parking permit. The
increased revenue from raising rates depends on the amount of the raise. So the three
options are to raise the rate to $15 per year, $20 per year, or $25 per year (a little over $2
per month). The resulting revenue increases are $11,000, $22,000 or $33,000
respectively. Raising this fee is one of the suggestions in the CMU Parking Study.

Increase Pool Daily Rates for Non-Residents: - We currently charge the same
amount for daily entry to the pool for residents and non-residents. That is $4 for children
and seniors and $6 for adults. That is in contrast to pool passes where non-residents pay
more. The summer pool entry statistics are as follows:
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Dormont Resident

. Resident Adult 199 1463 1117 661 11| 3440 ] $20,640
Resident Junior - 172 1111 779 387 8| 2449 | $9,796
_Resident Senior . 137 38 20 | 97 $582
Resident After 6PM 33 267 292 144, 745 ] $1,863
Resident Under 3 8 14 20 42
“Dormont Resident - Totals 405 2876 2240 1233 19 6773 2,881
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Non-Resident Adult ..638 1741 2046 1390 . 27 | 315 | $34,890  $5,815 . $11,630
_ Non-Resident Junior 586 1548 1444 885 16| 4463 | $17,852 $4,463  $8,926
Non-Resident Senior 17 56 83 94 | 250 $1,500  $250 '  $500
Non-Resident After 6PM | 103 540 475 372 1533 | $3,833  $1,5633 _ $3,066
Non-Resident Under3 8 22 27 57 | :

Non-Resident - Totals 1344 3893 4070 2768 43| 12118 | $58,075 | $12,061 | $24,122

If we assume that our pool usage from non-resident, non-members will remain steady, we
can generate an additional $12,000 by raising the pay at the door rate by $1 from $6 and
$4 for adults and juniors respectively to $7 and $5. If we raise the rate by $2 to $8 and $5
we can generate an additional $24,000. This number is based on 2014 attendance and so
it could go up or down depending on actual usage of the pool.

Charge for Parking at Four Unmetered Lots: We have four parking lots that are
currently unmetered, These are the lot on Annapolis with 26 spaces which is mainly used
by residents including one who parks their trailer there year round; the lot that curves
between Illinois and Arkansas Avenues by Beggs Snyder Park which has 25 spots and is
currently used as extra parking for those residents; the lot on McNeilly which also is near
Beggs Snyder Park and which has 25 spots and is used by City of Pittsburgh residents as
well as some of our residents; and the Passive Park parking lot which has 9 spaces and is




used during the day by businesses and at night by residents. If we were to meter these
lots at just .50 cents per hour we would receive $40,560, $39,000, $39,000 and $14,000
in revenue respectively. Given that some of the current users of these lots might look to
park elsewhere, I would only budget for one half of these amounts until we see how the
lots are utilized. 1also would not recommend metering the passive park lot at this time as
its status has not been determined. Metering could be done using the old meters we are
pulling from the lots with kiosks. Since enforcement ends at 6 PM, those residents using
these lots for overnight parking would not be impacted.

One-Time Transfer from the Sanitary Sewer Fund: We currently utilize surplus funds
from the Sanitary Sewer Fund to cover the costs of our Road Program. This is because
the road program has a direct impact on both our sanitary sewers and our storm sewers.
Some of these areas are:

++ Sanitary Sewer and Storm Drainage Inlets: As we resurface or reconstruct a
road, we repair or replace any inlets that have been damaged over the years.
Damaged inlets prevent the flow of sewage or stormwater and can cause
backups. By repairing and replacing the inlets as part of our annual road
program, we are eliminating some of the required maintenance we must perform
out of the Sanitary Sewer Fund.

% Sanitary Sewer and Storm Drainage Lines: As we reconstruct a road, we often
find damaged or even collapsed lines. These lines, if left unrepaired, will cause
backups so we replace the lines whenever we find them. This line replacement is
also something that would normally be paid for out of the Sanitary Sewer Fund.

% Sanitary Sewer Laterals:  Laterals are the connection between the main
sanitary sewer line and the house. Each propetty in Dormont has one. When we
reconsiruct a road that impacts a sewer line, we replace any laterals necessary
with newer, PVC pipe that will last longer. This is an expense of the Sanitary
Sewer Fund paid for from the road program funding.

#» Curb Reveals: Curb reveals are the height of the curb visible above the highest
layer of asphalt. A higher curb reveal provides better directional control of
stormwater and gets it to the appropriate inlet, and not onto people’s property. A
low curb reveal, or no curb reveal as occurs in places within the Borough, allows
water to go over the curb and onto residents’ property. Over the years, the
Borough had a tendency to simply add layers of asphalt on top of a road without
doing what is known as “milling”. Milling takes off the layers of asphalt down fo
the base and then allows the road to be resurfaced to its proper height. By not
milling, the Borough caused low or no curb reveal on most of its streets. Every
time we resurface a street now, we mill and then pave which provides us with the
optimum curb reveal. This in turn provides us with better stormwater
management which eliminates another aspect of our Sanitary Sewer Fund
operations and maintenance budget.



% Driveway Aprons: Driveways are another area where if not done correctly,
water leaves the street, doesn’t enter the stormwater system, and instead winds up
in residents’ yards. As we resurface a street we slope the paving to keep water
flowing towards the stormwater inlets. But we also address driveways that were
put in wrong or were put in to match the old asphalt and which after resurfacing
would not direct the water properly. Driveways like this are another operations
and maintenance expense of the Sanitary Sewer Fund that are being paid for from
the road program funding.

< Alleys: This year we have embarked on a program to resutface or
reconstruct as many alleys as possible and look to continue this next year. Our
alleys have not had this done since at least the 1960s. Because of that, they are in
significant disrepair, Aside from the obvious driving discomforts, our alleys are
also major conduits for stormwater in the Borough. When they are filled with
dips and holes and dirt patches, they prevent the stormwater from flowing to
inlets and instead allow the water to pond or worse, to enter residents’ properties.
A portion of the work being done then directly benefits the Sanitary Sewer Fund.

Based on the above, I am proposing to take a one-time additional transfer of $200,000
from the Sanitary Sewer Fund to the Capital Reserves Fund to cover a portion of the 2015
Road Program. Funds are available for this because we have done an excellent job of
staying on top of our regular sanitary sewer maintenance, in part because of road projects
as described above. That means that in 2015, we only need $300,000 for operations and
maintenance projects and can reduce that line item from $500,000 and take the extra
$200,000 and put it towards the 2015 road program. Doing this we would not touch our
reserves which are over $3 million nor would this impact any rates, fees, or other projects
in the Sanitary Sewer Fund.

There are other smaller revenue enhancements available to the Borough as well but
wanted to focus on the larger revenue streams for the purpose of our discussion. We
have enough revenue enhancements options to more than cover the amounts of
expenditures in our draft budget. And executing some of these enhancements would
diversify our revenue stream and make us less dependent on property taxes in the future,
This is sound governmental financial planning and we should seriously consider making
these modifications to our revenues. The lack of diversification in our revenues can be
seen in the following chart which shows the distribution of revenues:



GENERAL FUND REVENUES
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The vast majority of our revenue stream (slightly less than 2/3) comes fiom property
taxes. This is approximately the same as this current year. In the future, we should strive
to not only keep our revenue stream diverse but to decrease the percentage that comes
from property taxes so that we are not unduly impacted by future reassessments and other

market factors beyond our control.



REVENUES YERSUS EXPENDITURES: THE BIG PICTURE

Based on the expenditures and capital items already approved by Council and given our
revenues as outlined above, we have surpluses in two of our four funds. The deficits are
in the Highway Aid Fund and a large deficit in the Capital Reserve Fund because of the
Road Construction and other large projects. Despite this, our total expenditures are
proposed to be lower than they are this year. Owr expenditures for all funds are divided

up in this way:

Highway Aid
Fund
2%
Capital Reserve
Fund
6%

EXPENDITURES - ALL FUNDS

The actual dolars associated with each fund, both revenues and expenditures are as

follows:

$1,804,500¢ 535 500

$50

REVENUE AND EXPENDITURES BY FUND
B REVENUE

585,339
; $180,050 $186,300

Sewer Fund

General Fund

Capital Reserve Fund  Highway Aid Fund

The surpluses (or deficits) within each fund are shown in the attached spreadsheet and

copied in the following table:




REVENUES | EXPENDITURES | DIFFERENCE
General Fund $7,353,700 | $7,306,228 $47,472
Sewer Fund $1,804,500 | $1,538,500 $266,000
Capital Reserve Fund | $50 $585,339 $-585,289
Highway Aid Fund $180,050 $186,300 $-6,250

The total needed revenue is $278,067. I would address the small difference in the
Highway Aid Fund by reducing the Road Salt line item by $6,250. This amount will not
make a difference one way or another. If we have a heavy snow year like last year we
will exceed the budget anyway. And if we have a light snow year, we won’t even reach
the reduced amount.

If we do this, the total needed revenue goes down to $271,817. This difference can be
made up either by increasing revenues as outlined above or by eliminating some of the
capital items for 2015. I would not recommend eliminating these items though as every
one of them has an important need for the Borough and every one of thern will benefit
our residents and in the long run save the Borough time and money. Therefore I would
suggest that we increase our revenues from among the choices I have outlined.

My recommendations are as follows:

A. Twould take the balance of the surplus in the General Fund ($47,472) and transfer
that to the Capital Reserve Fund. That would balance the General Fund.

B. I would also transfer the surplus in the Sanitary Sewer Fund to the Capital
Reserve Fund. That would balance the Sanitary Sewer Fund and Ieave a deficit in
the Capital Reserve Fund of $271,817 which is the difference noted above,

C. 1 would reduce the Sanitary Sewer Operations and Maintenance line item from
$500,000 to $300,000 and transfer the balance of $200,000 to the Capital
Reserves Fund. That would leave a balance of $71,817.

D. I would increase the non-resident pool entry rate for non-members by $1 dollar
which would generate an additional $12,000 in revenue. This would leave a
balance of $59,817.

E. Iwould increase the residential permit parking rate by $5 which would generate
an additional $11,000 in revenue. This would leave a balance of $48,817.

F. 1 would charge for parking at the McNeilly lot adjacent to Beggs Snyder Park. If
we charge our current rate of $.75 per hour we could generate as much as $30,000
but I would only budget $25,000 to start, That would leave a balance of $23,817.

G. I would increase the solid waste fees by $7 for the year. This would generate
enough revenue to cover the remainder of the balance. This will not cover the
entire deficit in solid waste between what we spend and what we collect but will
close the gap and will balance the budget. Those that pay prior to the end of
February would pay $167 instead of $160. Those that pay after that but prior to
the end of April would pay $177 instead of $170. And those that pay after April
would pay $189 instead of $182.



Doing this will generate more than enough to cover all of the items Council has placed in
the budget.

Once we are done with this workshop, I will generate the Final Budget for Council and
the public. That budget must be made public by Monday, November 17, 2014 to comply
with State law. We will then advertise the budget over the next 2 weekends in
preparation for Council’s consideration of the Budget and Millage Rate Ordinances at the

December 1, 2014 Business Meeting.
Please let me know if you have any questions about this information.

JN

Attachments
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