The City of Poughkeepsie

New York
John C. Tkazyik

Mayor

March 4, 2009

Honorable Laura Anglin

Director of the Budget

New York State Division of the Budget
State Capitol

Albany, NY 12224

Dear Ms. Anglin:

In accordance with Chapter 50 of the laws of 2006, I hereby certify that the City of
Poughkeepsie has complied with the conditions associated with the increase in State Aid
under the Aid and Incentives for Municipalities (AIM) program as set forth in the
appropriations for the AIM program.

Specifically, the City of Poughkeepsie has (a) developed a multi-year financial plan; (b)
used the increase in State Aid for real property tax relief; and (¢) documented cost
savings initiations through cooperative efforts with other municipalities as part of the
City’s multi-year financial plan.

Thank you for your consideration.

Municipal Building ° PO Box 300+ Poughkeepsie, NY 12602 845.451.4076 - Fax: 845.451.4201



City of Poughkeepsie, 2009-2012 Multi-Year Financial Plan
Introduction:

This multi-year financial plan consists of management’s assumptions, estimates, forecasts
and analyses. This plan attempts to glance into the future and determine what effects
various factors may have on the cost of delivering quality services. The purpose of this
plan is to allow us to consider how actions taken today might affect our city’s future.
With that in mind we prepared this plan with the idea that there will always be
uncertainty about the future; and we also factored in the concept that the viability of our
projections decreases as the time period forecast is extended. Simply stated this plan is
based on sound and reasonable assumptions.

Cost Savings Initiatives:

Our city continues to seek and engage with other municipalities an ability to obtain cost
savings:

A) An inter-municipal agreement with the Town of Poughkeepsie to produce water at
a state of the art water plant for both municipalities as well as neighboring
communities.

B) An inter-municipal agreement with the Town of Poughkeepsie to share sewer
services.

C) An agreement with the Town of Poughkeepsie to share the use of McCann golf
course (a city park) that is located geographically within the city/town.

D) An agreement to join the Municipal Electric and Gas Alliance to provide utility
savings between 10 and 15 percent.

We are currently working on cost saving initiatives in relation to our City’s healthcare
benefits. Tn 2009, we introduced the Flexible Spending Account which provides a tax
benefit on FICA / Medicare payroll taxes paid by the City. It also provides tax benefits to
the employees.

At the end of 2008, we put on line a new 8,000 gallon diesel fuel tank and retired an old
4,000 gallon tank. With the dramatic decrease in fuel costs, we have been able to stock

up on diesel supplies and take advantage of the lower costs.

General Fund Focus;

The reader should be aware that our City maintains several “funds”. A fund is a fiscal and
accounting entity with a self balancing set of accounts that are segregated for the purpose
of carrying on specific objectives. The General Fund is our city’s main fund and
generates the City tax rate, a function of dividing the amount of levy (property taxes
required) to be raised by each $1,000 of taxable assessed value. For this reason our focus



of this plan is on the General Fund. We also will reflect our City’s plan for our Water and
Sewer funds. All other funds of our City do impact the finances of our General Fund.
Assumption #1:

A) Based on histovical data our Full Market Valuations going out to 2012 will be
as follows:

2009: Homestead =  $1,644,000,000
Non-Homestead = 696,000,000
$2,340,000,000

2010: Homestead=  $1,595,000,000
Non-Homestead = 675,000,000
$2,270,000,000

2011: Homestead = $1,547,000,000
Non-Homestead = 655,000,000
$2,202,000,000

2012: Homestead=  $1,501,000,000
635,000,000

$2,136,000,000

B) **The projected/(adopted-2009) tax rates thru year 2012:

2009: Homestead $6.75 (4.0% increase over prior year)
Non- Homestead $8.37 (-1.3% decrease over prior year)
2010: Homestead $6.95 (2.96% increase over prior year)
Non- Homestead $8.00 (-4.4% increase over prior year)
2011: Homestead $7.16 (3.02% increase over prior year)
Non- Homestead $8.00 (0% increase over prior year)
2012: Homestead $7.38 (3.07% increase over prior year)

Non- Homestead $8.00 (0% increase over prior year)
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#% aesumes same ratio shift as used in 2007 (65.2084% of burden to Homestead)
City of Poughkeepsie
Rationale & Assumptions
General Fund Revenues
2009-2012

A) Real property taxes: Changes in property taxes are a function of changes in total
expenditures, revenues, appropriated fund balance and taxable assessed values.
Our assumption for taxable assessed values was estimated at a modest 3% thru
year 2012,

B) Real Property tax items: Includes payments in lieu of taxes (PILOT’S), which
are legal agreements entered into between the City and a property owner for
unique situations. In addition interest & penalties on delinquent tax payments are
included in this section (a break even has been projected in annually thru year
2012).

C) Sales & Use taxes: Our receipts from Dutchess County equate to 7.0557%. Our
projections thru year 2012 are a modest 1% increase.

D) Other Non-Property taxes: This section includes Gross Receipt taxes collected
from our cable & utility providers. Based on historical trends we are projecting a
1% annual increase out to year 2012. The addition of Verizon Fios may bring
unanticipated revenue for 2009 - 2012

E) Departmental Income: Charges for services include fees & charges for specific
services such as parking fines, zoning fees, planning fee requirements, and
various other services. This is a projected growth area for our city and we are
projecting a 1% increase annually thru year 2012.

F) Other local revenues {miscellaneous): This category represents revenues
received from parks and recreational facilities, refuse and transfer station fees,
inter governmental charges, investment income, licenses and permit fees, fines
and forfeitures, sale of properties, and misc. local revenues by gifts & donations,
and refund of prior-year expenditures, etc. This revenue source is being projected
at 1% annually thru year 2012.

G) State Aid: This revenue source category represents Mortgage taxes, NYS Aid and

Tncentives for Municipalities (AIM), Chips, Multi-modal, arterial maintenance
and other miscellaneous state aid revenues. Based with a conservative eye toward



mortgage taxes we anticipate (based on historical trending and current economic
conditions) no increases thru year 2012,

H) Federal Aid: This minor revenue source reflects miscellaneous federal grant
programs. Based on conservative projections this category will remain flat thru
year 2012.

I) Inter-fund transfer revenues: This revenue source reflects reimbursement from
other funds for additional administrative and labor related costs (i.e. our city’s
oversight of the Section 8 and Community Development federally funded
programs, reimbursement by grants for Police labor). Based on conservative
projections we are anticipating no increases thru year 2012.
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City of Poughkeepsie
Rationale & Assumptions
General Fund Expenditures by Object
2008-2012

J) Personal Services: Our city has approximately 400 full-time employees who
may be characterized further into five distinct groups: administration, public
works & recreation, clerical, police and fire. The later four groups are represented
by the following bargaining units, CSEA (public works &recreation and clerical),
PBA and Fire union. This projection assumes no material changes in staffing.
Due to current economic conditions, we anticipate all employee categories to
participate in the necessary cost savings for the financial stability of the City. We
have projected the following conservative annual average salary increases: 2% for
administration, 3% for CSEA employees, 3% for clerical, 3% for police and fire.
Some of the savings will be realized through the non replacement caused by
retirement attrition,

K) Equipment & Capital Outlay: Equipment expenditures include machinery &
equipment. This projection reflects an annual increase that is flat. We anticipate
this trend to continue through 2012. We plan to replace equipment on as need
basis.

L) Contractual Costs: Include many unpredictable items such as energy costs, gas
& oil for our vehicles, building & facility costs, insurance, legal fees, and other
professional services. Current deflation trending lends us to project these costs at
3% annual increase thru year 2012.

M) Interfund Transfer to Debt Service: This category reflects transfers to our debt
service for payment of principal & interest on our long-term debt. Higher debt is
being projected for year 2009 with a leveling off occurring in years 2009-2011.
Thus year 2009 is projected at a 5% increase through years 2009- 2012.

N) Employee Benefits: These include the city’s share of social security, New York
State retirement, health care costs, and other mandated employment-related costs
such as workers compensation, and New York State unemployment. As a group
these benefits have increased by 5% per year. Thus the projection reflects said 5%
increase thru year 2012.

O) Inter-fund transfers: This category reflects transfers to our Transit fund that
provides operating funds to ensure Transit fund stability. Based on a positive
historical trending (increased rider-ship). The decrease in federal subsidy
provides an annual increase reflected at 5% thru year 2012.
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City of Poughkeepsie
Rationale & Assumptions
Water Fund
2009-2012

A)Leveling off of water rates: Based on the 2007 financial audit, we came to the
realization that selling water to 3" party users our city was able to project no water
rate increase to our city’s residents and business’ thru year 2009. Our current water
rate of $2.42 per 100cf must increase annually thru year 2012 to ensure fund viability.

B) Cooperative savings efforts with other municipalities: Our $20,000,000 Water
Plant upgrade is now complete (the 19.8 million gallon per day plant is jointly owned
by our City & the Town of Poughkeepsie). We work very closely with the Town
ensuring that both municipalities produce the best quality water at the lowest cost to
our residents. The cooperation that was portrayed through our Joint Water Board (3
members form our city and 3 members from the town) was and is an integral part of
this major success story of this state of the art water plant operation.

C) Our distribution system upgrade: After the completion of our Plant upgrade we
decided to address our distribution system. In a coordinated effort with the town of
Poughkeepsie both distribution systems were completely flushed. This joint effort
provided a great deal of savings to our city’s residents and businesses.

D) Current water distribution concerns: In 2009, efforts to address the lead issue
in our water distribution has been resolved, thus the EPA has informed us all tests
have been passed. Monitoring of our system remains in effect.
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City of Poughkeepsie
Rationale & Assumptions
Sewer Fund
2009-2012

A) Sewer Fund now in a Surplus position: Our Sewer fund is presently in a
positive fund surplus position. Each year when rates are reviewed we ensure fund
sufficiency. Our current rate of $2.59 per 100cf of water usage is also quite
favorable to our surrounding neighbors. Application of the $2.59 rate based on
sound budget principles should reflect a continued surplus position at year end
2009. Our ultimate goal is to ensure an efficient sewer system at the same time
ensuring that we keep the cost of sewer as reasonable as possible for our
businesses and residents. Based on anticipated cost expenditure increases to our
infrastructure maintenance and upkeep, in years 2009-2012 the following sewer
rates are being forecasted:

2009 sewer rate= $2.59 (adopted... per 748 gallons of water usage)
2010 sewer rate= $2.71
2011 sewer rate= $2.89
2012 sewer rate= $2.98

At present the increase in our rates by a §.01=$15,000 (approximately) in additional

revenue.

B) Cooperative savings efforts with other Municipalities: A successful Sewer
plant is also shared partially with our neighbors from the Town of Poughkeepsie.
The Town is responsible for 35% of the capital costs and approximately 20%
(based on their usage) of the operating expenses. The plant is overseen by our
City Engineer and savings opportunities are always being reviewed. Each year
our city dedicates capital funds to the needed upgrade of our jointly owned Sewer
Plant.

C) Debt considerations: We continue to closely monitor our sewer plant and
distribution infrastructure. We continue to remain comumnitted to investing in
capital upgrades as needed to ensure system efficiency.
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Fiscal Improvement Plan — Narrative

FISCAL IMPROVEMENT PLAN FOR THE CITY OF POUGHKEEPSIE
General Fund

The City of Poughkeepsie plans to address three goals as it ties to rebuild its fund balance
through the years 2009 - 2012.

1. Reduction of utility costs through shared municipality services
2. TIncreased revenues through an aggressive sale of City owned properties
3. Reduction of personnel services through managed attrition

Goal 1: Reduction of Utility Costs
Local Action:

e The City has submitted a proposal to join the Municipality Flectric and Gas
Alliance (MEGA). The overall projections for savings have ranged from 15%
to 17%. The City of Poughkeepsie averages over $3M a year in utility costs.
Conservative planned savings of about 10% can generate about $300,000 in
utility cost savings annually.

¢ Currently, the City is going through an energy audit. The City hopes to either
enter into an energy performance contract or take advantage of some stimulus
money to help improve its energy consumption.

Goal 2: Increased Sale of City Owned Properties
Local Action: '

e In 2008, the City experienced a higher rate of tax lien sales as well as takeover
of distressed properties. This has increased the inventory of City owned
properties available for sale to the public. This is directly tied to the failing
housing market and economy, The Finance Department has worked with the
Development Department to identify distressed properties that the City should
take possession of.

o Working with the City Corporation Counsel, the City Property Development
Director has aggressively marketed City owned properties through website
marketing as well as to outreach to interested developers and potential buyers.
This solicitous approach has brought about promising sales at the end of 2008
and should continue through the subsequent years. An average increase of
$100,000 annually should be quite attainable.



Goal 3: Reduction of Personnel Costs
Local Action:

e The City has started to experience an increase of employee retirements
throughout the different departments. As the City goes through these changes,
the positions are being evaluated in terms of need to replace as well as
opportunities for job / function merges. The non replacement of two 1o three
employees annually will easily result in savings of over $100,000 to $150,000
a year. Even if the retirees are replaced with new entry level employees, the
savings are still quite viable.

Water Fund

The City’s Water Fund has continued to experience deficit fund balances. Some of the
Josses were mitigated in 2008 with the increase in third party water sales. With the
revenues and the cost of water stabilized, the only possible opportunity for improvement
lies in the control of other costs. The single biggest cost for opportunity is personmel
cost. Using the same approach as the General Fund Reduction of Personnel Services
Costs, the Water Fund should benefit in moving towards a positive fund balance.

(Attach additional pages as needed.)



Fiscal Accountability Report — Narrative

FISCAL ACCOUNTABILITY REPORT FOR THE CITY OF POUGHKEEPSIE

The City of Poughkeepsie received an additional allocation of $219,696 in AIM funds in
the city’s fiscal year 2008, This was used to minimize the property tax increase for 2009.
The Common Council had appropriated $2,500,000 of the General Fund reserve to keep
the tax levy low. The additional AIM funds helped to reduce the appropriated fund
balance.

In 2008, the City of Poughkeepsie had initiated discussions with the County for a
possible merge of transportation services. The discussions are still ongoing and may
possibly be effected with the help of stimulus funds.

In 2008, the City of Poughkeepsie took two initiatives to reduce future borrowing. The
first action was to return $2M for a project that needed to be postponed due to problems
encountered. Second was to address the 2008 Capital Plan. The 2008 Capital Plan was
reduced from over $10M to $5.5M. This provided interest savings of over $150,000.

The overtime dollar expense for 2007 was $2,844,818. The overtime dollar expense for
2008 came in at $2,745,568. This produced a savings of $99,250.
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Unreserved Fund Balance (Budgetary Reserves) Necessary to
Cover Projected GF Budget Gaps, No Other Changes
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