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CITY OF CASPER, WYOMING

Revenues

General Fund

Revenues in the general fund are a typical bellwether to turn to for an indication of the budget’s
design tone. Given the difficulties and precariousness the general fund is inclined to have, this
tends to be the fund that gets the most scrutiny and the more critical eye from staff. In that
regard, sales tax receipts serve as the breadbasket of the GF and tend to serve as a litmus for all
funds even though they do not have a direct impact in the enterprise funds. In light of the
declines suffered in this category of funding, much effort has been taken to strip obligations to
other agencies in order to maintain the core of funding necessary to support the basic services the
City offers its citizens.

There are some good things happening from a broader context that could portend to positive
outcomes for sales tax revenue. Rig counts are higher than what they have been although in a
position of small decline from just a few months ago." Qil prices are at a much more
appreciated level between $65 and $75 a barrel although it is unclear if this dynamic will have
any sticking power." It would be helpful to see natural gas holding above $3; the State has not
seen that consistently for a while although current prices are not disappointing necessarily."
Weekly wages are up in Casper, which is an important trend indeed, and are even edging above
the national average. Recent discussion concerning drilling plays in our area might provide some
level of confidence that recessionary or even depressed economic behavior might be curtailed for
the next year. While this is all positive, there is not much on the horizon that lends to a belief of
vast recovery over the next 12 months.

However, a cursory look at the projection staff is using for sales tax receipts in FY 19 might
suggest to some an ambitious view. Sales tax receipts for FY 18 were higher than predicted.
Upon removing the financial impact that the eclipse had during the summer of 2017 (which staff
estimates was a 3-4% positive impact), receipts trended 9-10% above projections overall. Great
attention will be paid to the final quarter of receipts in this revenue category wherein poor
performance might not lend itself to a strong case supporting a projection of 10% growth for FY
19 Vi

One general fund revenue stream that is not going to improve for the City of Casper is the one-
time or direct distribution revenues. Governor Mead has been the friendliest administration to
local government investment in recent memory. His tenure as our Governor ends this year. The
resulting direct distribution allocations that would come from the Governor’s recommended
budget has been one of the only revenue streams that historically available to the GF for projects
that are not eligible for 1% funding. In recent years however, the City of Casper has brought
these sources of revenue into the operating environment of the general fund in order to make up
for the shortfalls experienced primarily in the sales tax revenue streams.

The challenge this newer dynamic presents is that of developing a dependence upon revenue that
is not mandated for cities and towns to receive. While it is true that any of the revenue streams
cities and towns depend upon could be changed or altered in any legislative session, very few
were created under the auspices of the explicit caveat of being one-time, supplemental (over-the-
cap) dollars. Furthermore, one need not look too far in the past to see what can happen when a
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legislator comes up with an idea to alter the foundational formulas these numbers are derived
from in order to “help the smaller towns.” Developing plans upon revenues organized in these
tones is more precarious than it should be. With regard to the $3.8M this represents for general
fund operations currently, either more stability is desired or less of a dependence upon a revenue
source of this character is worthy of consideration.

Accordingly, staff believes that Council should consider a path that would reduce this
dependency in the general fund, if possible. It is understandable that a sizeable revenue stream
of this sort would be utilized to soften the blow of a cataclysmic revenue loss. The question
Council needs to be comfortable with is whether or not this use should be temporary. The
budget in its current form proposes a reduced use of direct distribution dollars of right at $1.1M.
At this rate, Council could be clear of a dependency of this sort after three years assuming that
sales tax revenues continue to grow at the rate that this budget is designed under now. The
difficulty at stake for this recommendation is that if there are other expenses that are not
adequately addressed in this budget that Council would change for the general fund, those
expenses would be accommodated with this balance.

The unusual set of obligations that the City of Casper also has to reconcile with this category of
revenues is that of its relationship with outside agencies through joint powers boards. That
relationship includes the operations of Economic Development, City/County Health, and the
Casper Area Convention and Visitor’s Bureau. The combined value of these financial
obligations would ordinarily be right at $1M.

By virtue of the City’s regional presence and population influence in the county, the City also
oversees joint relationships to provide services through Metro Animal Control and the Public
Safety Services Center. While Metro and PSCC do have separate funds for its management,
those funds rely upon contributions from the general fund to be kept whole. This is done by
virtue of the fact that the City of Casper is the largest customer of these services. The City pays
fees to these entities in proportion to the amount of service demanded by the City. The trick for
the City is that if a member entity does not pay or decides to no longer participate; the fixed costs
associated with providing the services becomes the City’s to navigate and reconcile with the
remaining fees collected.

Such is the case with Metro Animal Control. Two municipalities decided to end their
relationship with Metro as an agency. The Towns of Mills and Evansville have both submitted
their formal notices; the period of time is now winding down wherein they will no longer be
participating members. The change constitutes approximately $156K in lost revenue that will
need to be reconciled in reduced expenses for FY 19. Following that effort, the net effect of
which should be a zero dollar impact to the general fund.

The added concern is twofold however; should other entities decide to terminate their
relationships with the agency, the City of Casper will then have the obligation to drive expenses
down further in concert with the added revenue loss. A resistance to do so means an unnecessary
erosion of general fund dollars that could otherwise be spent elsewhere. Should more
communities decide to leave the partnership; a serious conversation concerning the continuance
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of an arrangement to offer this service outside of the City will certainly be needed over the next
fiscal year.

Staff would ask Council to consider that the CDBG relationship be terminated starting in FY 109.
While this has been a partnership that has fueled a number of great projects in our community
over the years, the significant reductions in those dollars coupled with the increasingly higher
reporting requirements make the program seem as though it may have run its course for our
community. (To add insult to injury, the fewer dollars are also getting more restrictive as to how
they can be used.)"" Should the City decide to end its relationship with HUD for CDBG funding,
this does mean that a programmatic revenue stream of $368K will be foregone for Casper, which
would otherwise be an entitlement revenue program to the community. With this loss, programs
such as emergency homeowner repairs for low-income owners, dangerous buildings abatement,
and facade grants would go away. A number of improvements at the Life Steps Campus were
funded through this program as well. Funding for bus tokens (low income eligible) are a popular
program through the CDBG monies. Over the years, the dollars for the tokens have been cut in
half and fewer and fewer tokens are available for distribution.

As for some of the other smaller impacts to general fund revenue, staff has been visiting with the
school district regarding our partnership for added school resource officers in the schools and
greater financial resources potentially. The Fire Department has expressed an interest in
leveraging its internal talents to offer aid in wildland fire fighting throughout the region. The
combined discussions will bring in needed revenue that should improve over time.

Utilities

Much has been said in recent months of the role that 1% could play as a “supplement” to the
enterprise funds in that capital projects would not have to be made up in utility rates as a means
of supporting the needed line replacements." However, the design weakness these funds
inherently work against is that the funds are only incurring a system growth of .5% a year while
the expense growth trends on average at 3.5% annually (water and sewer).™ If a habit were not
built of reviewing these funds routinely, this dynamic alone could cause disruption that would be
publicly unsavory to correct. The other side of this practice is that the analysis may show that
not every fund needs a rate increase year in, year out. If by the calendar year end (2018) the
funds are performing better than expected, staff may recommend requesting a stay of additional
increases.”

Water

At this point, the water fund is performing at a level that is slightly above the optimal
performance level. The existing margin is absorbing the cost increases that have occurred in the
fund without having to assess ratepayers for that difference for FY 18.

Council should use FY 19 to evaluate if the public and the Council’s own tolerances comport
with the idea of using 1% funding more than in the past to offset capital needs this utility has.
As Council heard in the presentation, a rate of capital investment of $2.5M annually, the network
would be on tap to be replaced every 200 years vs. the previous rate of replacement of 400 years.
While either figure is quite hard to relate to, the reference is used as a means of demonstrating

Fiscal Year 2019 Budget Message Page 4



CITY OF CASPER, WYOMING

that the pace by which water lines are being replaced is not overly aggressive. Furthermore,
service disruptions are generally improved when the rate by which the more troublesome lines
are replaced increases as well. With 20-25 breaks a year, Casper is not experiencing a horrible
rate of disruption for a network of this size. However, staying ahead of this dynamic serves the
community and the utility better particularly since at one point in the not too distant past, the
City was incurring a rate of 60-70 breaks each year.

The 2% increase the Council approved will be incurred for FY 19 and will generate an additional
$250K annually. This amounts to an average residential impact of $.89 monthly. Council will
note that despite the sizable increase of the cost of purchasing water for this utility, the overall
health of the fund has helped to absorb a larger correction being needed. Council has also
determined that allowing the plant investment fees to be artificially low is not acceptable and
have asked for a recommendation to bring those more in line with the cost of development.

Balefill and Refuse Collection

These funds are ones that are healthy enough to accommaodate the capital replacement needed to
conduct this operation. As the closure of the existing landfill and the opening of the new cell
commence, Council will need to consider the impacts those expensive propositions have on the
fund in future years. The genius that Council has cornered for this enterprise is that of taking on
regional communities as customers. The City has been able to take advantage of the fact that
neighboring solid waste entities have not found the sweet spot of disposing solid wastes at
reasonable costs for their customers. Consequently, Casper has the room to provide margins that
are favorable (even with transportation) that allow neighboring towns and districts to bring
wastes here. Therefore, the City of Casper has been able to spread the fixed costs this utility has
over a broader group of customers. Therefore, huge expenses like the closure and opening of
cells do not have near the impact they would if the citizens of Casper were to bear that burden
exclusively.

However, to say that Casper’s citizens would forever be insulated from any impact is not realistic
either. With the large investments needed in the Balefill fund in just a few years, the Refuse
Collection utility will need to provide some help given that the City of Casper is the largest
customer to the Balefill fund. Furthermore, the Balefill expansion will have its own impact as
well throughout FY 19 that needs to be addressed in the Refuse Collection fund. The typical
residential trash costs will need to go up by $.76 monthly to begin to address these large capital
needs. The adjustment would also require that for those who bring a ton of trash to the balefill,
they should expect to pay an additional $.94. It is arguable that even with these cost increases,
the rates the balefill and refuse collection have are among the lowest in the State. It is amazing
the heavy lift these funds will do with relatively minimal impact while still staying extremely
competitive from a price standpoint.

Wastewater

This fund (which is technically two funds) has been one that will need a series of rate increases
next year and beyond to keep ahead of not only increasing costs, but also the rather sizeable plant
upgrades on the near horizon. Council is aware that a number of interim repairs are needed to
the plant prior to the major renovation coming in 7-10 years (which is estimated to be
approximately $20M). The interim repairs, most of which are mechanical, will require $4-5M
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additionally. These interim repairs are currently built into the rate model and are what
necessitate the consistent 7% increases for the next four or five years. For FY 19, this would
mean an additional $1.30 from the typical residential customer every month*'. Despite these
factors, this fund is projected to perform at an optimal level particularly if the rates can be
maintained as projected.

The need for immediate upgrades at the plant along with an accelerated line replacement
schedule call into question the use of 1% dollars for this utility as well. The Wastewater fund is
projected to use $.5M of 1% dollars to offset the costs of much needed sewer line repairs starting
in FY 20. Like the water fund, Council will need to use FY 19 as an evaluation period to
determine both the public’s view and Council’s interest in an infusion of this nature from 1%.

In the absence of 1% infusions, this fund will likely need help by way of additional rate increases
in order to replace what 1% would otherwise contribute if the proposed rate of replacement were
acceptable to the Council X

EXxpenses

Staff has prepared a budget that has little by way of growing expenditures. There is not a large
number of staffing needs being requested although there are certainly more than last year.XV Staff
will work more to try to use any of these dollars to leverage more dollars into the budget by way
of grants and/or other programs, which will hopefully extend the buying power of the limited
capital dollars. Over all, Council will see that there are some increases, which is due primarily to
a number of capital projects being proposed for completion along with a few employee dynamics
this budget attempts to accommodate.

1% Funds

These funds are unique in that they are only meant to account for 1% dollars used to complete
1% projects or to fund social service agencies. The project dollars being proposed are largely
consumed by rolling stock, road replacements and some utilities.”™ The City Council has also
seen fit to not have a reserve requirement for these funds in that those dollars should be used for
project investment instead. As of just a few years ago, engineer time started being charged to the
projects where internal resources are used to offset the costs that would otherwise be outsourced
at typically higher rates.

The project agenda for 1% (FY19) not only continues along the lines of the 1%#15 resolution,
but also includes the need for monies from previous 1% programs. It should be noted that
particular care was given to ensure that the priorities proposed for past 1% cycles is in keeping
with the proposed capital agenda. As examples, 1%#14 is being tapped for $1.7M in projects
leaving a balance of $680K to consider for future projects. The small balance remaining in
1%#13 is being tapped for nearly the entire residual. One of the benefits this move has is that the
monies that are not being projected to be collected in 1%#15 can be made up with dollars on
hand from previous cycles for the higher priority needs being experienced now.
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One of the 1% funds that will need some Council insight would be that of the Opportunity Fund.
Fund 38 has just about $8M left. Staff has been very guarded about the use of this fund given its
directed access by Council.*' A few projects that are out there now that have not been selected
for funding may be appropriate for Council direction in this regard”".

e North Platte Sewer Interceptor Rehabilitation -- This is a major repair that does not have
the luxury of many future years to wait for construction.*"" This 47K foot pipeline
begins on the west side of Paradise Valley and collects wastewater not only from west
side Casper, but also Bar Nunn, Mills, and many improvement districts as well. The
pipeline was constructed in the early 80’s. The project is expected to cost $8M. Efforts
will be taken to find dollars through State programs in order to minimize the dollars
needed from the City. Member entities also contribute recovery fees as well that benefit
the WW funds, not necessarily the Opportunity Fund. Some of you have mentioned that
major WW rehabilitations were envisioned for this fund.

e Goodstein Parking lots — This is a project that will take on some life in FY 19 given the
direction provided by the legislature this past session. State staff were directed to
negotiate a longer-term lease with the City for ongoing use of these lots. The
understanding with the State will likely include capital improvements on the part of the
City to conduct. While expected construction of these lots will likely require $1M for
both to be completed, the lots are laid out in such a way that phasing would be easy to do
over time and according to budget availability.

e Hogadon Parking — It is unclear as to why a brand new building would not have anything
done by way of improved parking; mud lots and inadequate drainage do not necessarily
go away with new construction. Inattention to these dynamics can make a new building
function like the old one in many ways. Council should consider investments that would
fix these issues by way of pavement and drainage as a project worthy of this funding.
This too can be done in phases if necessary. Phase | would create 55 parking spots and
go a long way toward dealing with drainage concerns heavy rain can cause the facility
($315K). Phase Il would create an additional 96 spaces and would largely accommodate
most of the peak parking needs the facility experiences during ski season and the larger
wedding events being anticipated ($420K).

If staff can gain support from the State with existing funding programs that the Interceptor
project would ordinarily be eligible for, the existing funds in the Opportunity Fund could cover
the expenses associated with these projects. Staff does not recommend using dollars from this
fund to assuage employee needs.

Some of the other larger projects being considered for primarily the 1%#15 funds in FY 19
include:

e Body cameras for PD — $1.1M — This project puts cameras on every patrol officer and
records every interaction the officer has with a member of the public. That data is then
stored for future retrieval. It is hoped that this system will integrate with the in car
cameras as well.

e Ice Plantin Ice Arena — $300K — This funding will be added to the funding being saved
in the current budget to complete the replacement of the 30-year old plant currently in
operation. Total project is planned to be at $1.2M.
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e Verda James Overpass repair — $280K — The overpass is in need of some overhaul in
order to add more than 25 years of useful life. This estimate was a result of the study that
was conducted during FY 18 to answer questions as to whether or not the structure was
fit for service. Other options could be considered in order to save money if the Council
were tolerant of fewer years of useful life for the structure.

e Cemetery Phase Il expansion — $763K — The Cemetery is fast approaching its limit in
terms of burial plots being available. Given that the current capacity was calculated
being exceeded in six years as of 1/2015, staff is recommending that this effort begin in
FY 19 in order for plots to be available on time. The expansion, which includes irrigation
expansion, dirt work, topsoil, sod, and asphalt pathway, would add space for 10-12 years
of both full sized plots and cremains plots.

e Midwest Phase Il — $2.2M — This project will continue the work from EIm through
Spruce in the total rehabilitation of this important arterial. It is this phase that will likely
interface with the utility work needed to accommodate the State building project.

e Enterprise-wide Software replacement — $740K — Back in the year 2000, work
commenced to replace the software needed to support all of the functions pertaining to
paying bills, keeping up with cost/budget information and nearly all data entry in the
City. That software package known as GEMS is now in need of replacement given the
absence of client support and report production that is needed today.

e Misc Street Replacements — $2.4M — This programmatic funding is needed to conduct
some street replacements that have risen to the top of the City’s priority list by virtue of
the Master Transportation plan. Some of these arterials for the FY 19 agenda include,
Ridgecrest — Mariposa to 39""; Metro — Bryan Stock to Station; Country Club — 24" to
Wyo blvd.; Beverly — 1-25 to E Yellowstone; Foster — Salt Creek to English; Goodstein —
Elm to Casper Mtn.

e Misc Water Main Replacements — $1M — This programmatic funding is needed to
conduct some main replacements that have risen to the top of the City’s priority list by
virtue of the Master Water plan. The primary work slated for replacement is in
Ridgecrest from Mariposa to 39"

The overall expense anticipated with these projects pending Council approval total just over
$16.2M (primarily 1% dollars) to complete. This capital agenda does not include projects
Council may direct through the opportunity fund.

Human Resources

The biggest challenge any municipal entity has with its human resources is remaining
competitive with the, sometimes more competitive, private sector particularly in an energy
producing State. Traditionally, public entities are able to provide stronger benefit packages than
comparable private sector entities when higher salaries, bonuses, and ownership possibilities are
not an option for public employees. It is hoped that the Council will continue to support
measures necessary to retain competitive benefits packages for our employees as much as
possible.

In the case of the City of Casper, Council has taken the very helpful approach of agreeing to
provide for a retirement program through the State of Wyoming, which has a very strong system
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available for public employees. The challenge the City faces is that the State has to raise its rates
of contribution from time to time in order to keep the system solvent. This last session was no
exception; legislation was passed that required participants to raise their contributions by .25%.
This means that beginning September 1, 2018, the budget will be impacted by an estimated $50K
to continue to provide the retirement benefit to the extent that it has been historically. This
increase does not affect law enforcement or firefighter personnel, as their contribution remains
unchanged. The rest of the work force will go from the current contribution rate to a rate of
8.5% for employee and 8.62% for employer (or an anticipated $2.50 per $1,000 of salary
annually impact to the employee)™.

Much has been said about the need to keep employee wages moving forward particularly in light
of the freezes that took place in the beginning of Q2, FY 18 and in the absence of COLA’s over
the past three years. The balance of providing competitive wages while keeping in check with
the limitations of the budget has clearly been a challenge. For FY 19, there is just over $1M left
over in the general fund by virtue of the fund’s proposed decline in dependence upon the direct
distribution dollars. An increase of 1% in salary for general fund and general fund dependent
employees would require no less than $300K to implement. From a mathematical standpoint, it
would stand to reason that the left over direct distribution dollars could support a 3% COLA with
around $100K left over. An increase of this nature would require $240K from the enterprises as
well.

This approach has advantages and disadvantages. One advantage is that all employees are
afforded needed increases at a flat rate regardless of what they do for the City. These increases
will also help assuage the cost increases they will inevitably incur in order to support the health
plan and with regard to the mandates brought on by the legislature requiring increased retirement
contributions. These increases also the value of the retirement benefit employees can eventually
enjoy. The disadvantages are that once these increases are implemented, those are costs that are
carried forward year after year despite the fluctuations local economic conditions dictate. In this
case, a cost increase of this nature is reliant upon the presence of direct distribution dollars year
after year or increased sales tax revenues in an equal amount.

If Council were to use the left over direct distribution dollars to provide a cash payment for every
employee across the board, this would equate to a net or cash value payment of $1,500 (after
taxes) for each employee. The cost for providing this one-time payment is approximately $1M
to the General fund* and $230K to the respective enterprises. The benefit this approach would
provide is that it would actually be a larger portion of a “salary” payment to the employees in the
lower earnings brackets than it would for those who earn higher salaries in the organization. In
other words, $1500 in a cash payment means much more on a percentage basis to an employee
who earns $20K/year than to an employee who earns $100,000/year (7.5% vs. 1.5%,
respectively). Not any part of this plan requires Council to access funds from the reserves or
unobligated cash balances nor a similar revenue requirement in future years to implement this
proposal. In fact, this one-time payment would be within the dollars that are left over in the
general fund operations provided through the balance of the direct distribution dollars.

With whatever option or mix of options the Council decides to pursue, particular care should be
entertained in regards to other needs the general fund or other portions of the budget might
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require. Aside from the funds available as described here, trying to meet those other needs or
Council priorities would be hard to support without the need to access other cash reserves.

FTE

Much has been done over the last few years to try to reconcile the amount of positions in the
organization with the funding available to support those positions. Casper has had the benefit of
a slower decline than other Wyoming communities did throughout the recent downturn to make
the necessary changes happen without having to incur layoffs, but took clear advantage of
employee attrition. Throughout that reconciliation process, the organization shed at least 75
positions (probably more.) Ten positions were shed by virtue of the FY 18 amendment alone;
six more are being proposed to be shed by virtue of the budget being considered.*" However,
given the number of circumstances currently in play for the community, the City will also be
faced with the unusual dynamic of needing new positions pending this budget approval. The
monies of which can be made mostly available by the positions being shed.

Furthermore, a cursory look at some of the departments in the general fund would indicate that
employee costs are going up while Council will learn that only six new positions are being
requested and no raises are being budgeted. Staff looked very closely at the way the City’s
books were organized throughout the past nine months and came up with a number of
conclusions and different views on how the books should be organized. One of the changes
made was that of consolidating general fund dependent employees into the general fund thereby
reducing the amount of transfers out to other funds. Two major instances of that occurring is
with the absorption of IT and Animal Control into the general fund from the respective funds that
once accounted for their activities. While this move accomplishes other objectives as well,
streamlining costs to provide a cleaner accounting in the City’s costs centers is certainly
achieved. However, this change does create the illusion that personnel costs are rising in the
Police department when in reality the general fund always funded these same positions through
cash transfers.

The Police department is doing as much as it can to not only get to full staffing, but to also
proactively deal with other needs the community has. To that end, PD leads the organization
with the request for new FTE for FY 19. Council will recall two major dynamics over the last
year impacting the way the PD would like to operate moving forward. One of which is the way
in which the City’s schools should be patrolled in light of the nationwide epidemic of school
violence. Also, the study Council commissioned in early spring of 2018 for the department had a
number of recommendations to improve the workflow and service quotient received by the
community. " It is hoped that with the new FTE being requested, goals projected over the next
year (and beyond) will have a better chance of being accomplished should these requests be
approved.

e Police Department:

o0 Increase PD by two Police Officers — This expansion of the Police force
would facilitate the use of two additional officers in the schools. That
would bring our total school resource officer corps to four being spread
across some 25 school buildings. Currently, the school district provides
$105K annually to support the two officers. Should the allocation of
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officers grow and the financial support from the District stay static, that
would represent a 25% support rate by the District. Staff would suggest
that the District should do more. As of the writing of this message, that
rate of support is being negotiated. Council will want to consider whether
or not that number should grow over time and by what rate of support
from outside agencies.

o0 Increase PD staffing, Records Division by one Supervisor and one PT
clerk — This request is primarily motivated by the recommendations
provided by the CPSM study conducted back in August of 2017. The part
time clerk position would actually be a request to reclassify the current
part time clerk to a full time clerk in the Records Division. These positions
will help to keep ahead of the workload not only being currently
experienced but also being anticipated with the advent of body cameras.
The influx of daily video data for ongoing storage and retrieval will have
some impact on this division.

0 Increase by one Sergeant — This position would be responsible for the
oversight of the special response team used to proactively deter crime in
ways the department does not currently have the capacity to do on a
consistent basis.

Other smaller requests include:

e City Attorney’s office:

0 Increase staffing in Attorney’s office by one seasonal intern — In an effort
to respond to reduced staffing in this office, this position is being
requested to provide higher level technical support needed to
accommodate for vacations and to help with much of the more time
consuming projects the office fields.

e Public Services:

o0 Increase staffing at the Regional Water Plant by one operator — The good
news for this request is that the Regional Water System reimburses the
City for the full cost of the operation that the City incurs while managing
the plant, which would include this cost increase. The bad news is that the
City of Casper is the biggest customer the Regional Water System has,
although there are several other customers who will help bear the burden
of this added cost. The operating staff currently has no back up when
vacations occur given the staffing needed on a 24-hour basis. Furthermore,
retirements pending would suggest that some succession planning be
considered particularly when a level 1V certification takes so many years
to obtain.

The general fund would assume the impact of five positions of the six being requested. With that
said, the impact of the new positions are largely offset by the positions being shed.* Therefore,
the actual cost to the General fund will be <1%.
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The downturn also challenged staff to repurpose a number of positions as well. The aim in
repurposing would be three fold: refocus the talent on hand in order to gain more efficiency and
most benefit (which is really just spreading work burden over fewer employees in specific need
areas where talent and capacity make this possible), satisfy new needs/directives, and hopefully
save taxpayer dollars in the process. The budget for FY 19 proposes the following:

e Upgrade a Mechanic Il position to Mechanic IlI.

e Upgrade the vacant Fleet Supervisor position into that of a Fleet Manager

e These moves allow us to downgrade the Assistant Support Services Director
position somewhat.

e Upgrade the Risk Management Technician position to a Safety Specialist
position. This upgrade has the benefit of creating additional discounts for the City
through Worker’s Compensation, although it takes a year, post-hire to start to
incur those full savings.

e Shed the CDBG position and reassign the employee to the vacant role in

Planning.

Upgrade the Assistant Attorney to Deputy Attorney.

Upgrade the vacant Data Technician position (PD) to Crime Analyst.

Reclassify the Municipal Worker 1l to Park Technician.

Reclassify Warehouse Worker position to Custodian 1.

As a result of Council direction, consolidate the three PT judge positions to one

FT role with budget available for PT judges on an as-needed basis.

e Shift the Division Commander in CFD to Parks and Rec Director (commenced in
FY 18, post amendment)

e Shift the Police Administrative/Data Technician position to CMO in the vacant
role as the Community Relations Coordinator (Commenced in FY 18, post
amendment)

e Shift the Special Projects Coordinator in CMO to the vacant Municipal Court lead
position (also commenced in FY 18 following the amendment).

As was mentioned, the real advantage with these moves is that we are placing higher capacities
into higher demand needs while also minimizing backfilling and/or filling vacancies with new
hires, which allows staff to keep downward pressure on total FTE numbers.

Health Fund

The City of Casper, as a self-funded entity, maintains a fund to cover expenses related to:
Medical claims;

Prescription claims;

Dental claims;

Carrier Administrative costs;

Wellness program costs;

Stop loss reinsurance premiums;

EFAP costs.
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The health fund is now in the unenviable position of having run out of reserve funds. The
history of this fund is one that at one point had a cash balance of $5M in 2013 to having a
negative balance now of $350K by end of FY 18 (despite a cash infusion from Council of $800K
and incurring a 14% -- employer only, rate increase.) Furthermore, the current trajectory would
suggest that the fund will be at an imbalance of $2.8M by the end of FY 19 (inclusive of the
suggested changes below). The question was posed to the employee health plan design
committee as to ideas and suggestions as to what to do to face this dilemma, given that the
medical claims portion of this program is the largest consumer of dollars from this fund.

Following some informational meetings held on the matter with the committee, the employees
involved proposed a number of things for Council to consider:

1. Raise rates for the employees by 10%.

2. Remove participating retirees from the plan who are eligible for Medicare.

3. Eliminate the “Buy Up” option available currently to employees.

While these proposals will generate cost savings and revenue to support the plan after one year,
post implementation, the modifications are still not a panacea for the larger problem. Assuming
that the costs of the plan do not grow in terms of medical inflation or adverse claim history, or
these factors were to break even with the added benefits the changes described bring forward for
the plan, the fund will still be upended quite substantially for future years. So much so, that in
five years the fund will be upside down by nearly $16M.

Staff suggests that relying upon cash infusions to wait for the fund to rebound may not be
possible. In order to reverse the course for FY 19 and bring the fund back to zero, $3M from
participating and other funds could be needed to create the appropriate stopgap measure
(assuming no medical inflation or increased claim costs over the next year.) While it is possible
that outstanding claim history can occur over the next 12 months, moving forward with zero to
moderate increases to staff and employer will likely require continued cash infusions from other
funds over time to ensure that expenses do not exceed revenue and continue the aggressive
downward trend. As discussed later in this message, the condition of the City’s reserves and
other cash balances will not lend itself well to a business plan of this nature (although the cash
infusions can potentially decrease over time if consistent rate increases can be applied). The past
practices of not acknowledging early predictive trends with corrective measures has officially
caught up to the organization in a very difficult, hard to reverse way.”™ Unless significantly
improved claim history comes into play very soon coupled with much more favorable revenue
behaviors, major decisions need to be made that push the management views outside of the
traditional means of providing this benefit in order to bring significant savings to the fund. Staff
recommends that a not to exceed period of two years be used to evaluate the efficacy and future
usefulness of the self-funding model.
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Reserves

Reserves for the City of Casper have taken quite a meaningful role in the last two or more years.
The reserves paid for the early retirement program that a number of employees utilized to retire,
thereby creating operational savings. The reserves of the Health Fund have been used to avoid
rate increases and to fund major fluctuations in claim history. Many of the cash balances, more
like a quasi-reserve, contributed to a number of building projects that were completed in recent
years. Furthermore, cash balances and reserves were used to underwrite a couple loans for
projects outside of the City as well. While there was significant concern of dipping into reserves
to support general fund operations as of the passage of the FY 18 budget, operationally, reserves
have not been used since the adoption of the FY 18 amendment of November 2017.%V!
Undoubtedly, reserves have played a critical role in absorbing major, unanticipated shifts in
revenue primarily to the general fund. Staff recommends that FY 19 be utilized to formalize the
approach or combination of approaches that Council prefers (where they may not exist currently)
in order to preserve the legislative intent or business practice needed to manage reserves moving
forward. Then the Council’s reserves would be in place by policy or other mandate in order to
protect certain cash interests of the organization and require very public review when those
corpus dollars are being considered for removal or other use.

A review of the current status of major reserve funds can be found below.
General Fund

The general fund is proposed to start FY 19 with $12.5M tied up in reserve amounts which
equates to 102 days of its operations. However, staff would recommend a balance equivalent to
120 days of operational expenses in this fund as a goal to work toward. Any cost savings or
excess receipts realized over and above what is budgeted throughout the end FY 19 (or even FY
18 for that matter), could be added to this balance unless otherwise obligated by Council
direction. Council could choose to use these dollars for one-time expenses, a few of which have
been explained earlier.

By virtue of the audited numbers being made available in January of 2018, staff came to find a
number of funds that for whatever reason had some legacy imbalances. As a result of meeting
the obligation the City has in balancing those funds with one-time payments, the $14.6M needed
to fulfill the goal of 120 days of operational expense in the GF was compromised. Moving
forward however, Council can know that those long-standing imbalances will not be an issue for
future Councils to worry about, even though self-sustainability will likely always be an issue of
concern for these subject funds. V"

Non-1% cash balances, Fund 30

This fund is a fund that has historically dealt with flow through dollars meant for all of the
capital projects. Given some changes occurring with the way in which capital will be accounted
for moving forward, this fund will have residual 1% balances even though it will meticulously
isolate 1% from non-1% dollars. Currently, the fund is expected to have a total of $6.7M of non-
1% cash balances at the end of FY 18. If Council decides to fund needs in the health fund, it
would be this series of cash balances that staff would recommend for consideration. Council
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should understand that a number of capital projects are slated to be carried in this fund the largest
of which would be the $2.2M Midwest, Phase 1l project. Pending the approval of the capital
agenda by virtue of the FY 19 budget passage, the non-1% cash balances in Fund 30 will total
$3.4M at the start of FY 20.

Other funds

$3M are tied up in the Revolving Land Fund and the Assessment District Fund. Much has been
said lately about the continued tenure of the Land Fund; an argument could be made that if the
City is not intending to be a catalyst for development with land it has at its disposal, then the
need for the Land Fund is questionable. Staff would suggest the same consideration be given
regarding the Assessment District Fund. While there are still some outstanding accounts
receivable to the Assessment District fund, its utility may not be as warranted without the
prospect of assessment districts on the horizon. Consolidating the two funds may be of interest
as well. The presence of both funds has proven to be of some benefit given the direction taken
by past Councils.

Albeit an unusual position, the decision the previous Council made to underwrite loans for
community projects has provided a return that likely would not be incurred with our current
interest rate environment were that money to remain in the City’s coffers. A loan from the
general fund cash balances to the Casper Housing Authority was made to restore the old
Roosevelt High School facility. The agreement was entered into in March 2017 for an amount of
$433K. The annual interest rate by which the loan was made is good for this day and age at 3%.
The primary problem is that the money will not come back in full until April 2032. This is a
long time for the City to go without use of those dollars. Furthermore, real concerns exist as to
what to do if the loan defaults for whatever reason in that the City would be in a worse position
to own a very old, although somewhat restored, big school building.

The Casper Housing Authority received another loan from the City this time by virtue of the
Perpetual Care Fund in order to purchase a group home facility. This loan was entered into in
May 2015 in the amount of $361K. This note has a long life with it as well in that it is not due
until April 2030 and carries an attractive rate of 4% annual interest return. The Council
exhibited quite a bit of faith in the continued leadership and revenue prospectus of the CHA in
order to extend City funds over a period of 15 years with each loan. Much can happen in the
non-profit world to where changes with these conditions could make the City the owner of a
group home as well.

Another loan was made to the Regional Water System for purposes of providing for some plant
improvements. While this is far more typical when cities decide to use cash assets to help
facilities accounted for in other funds, the loan is uncomfortably sizeable. The loan for $16M
was divided equally between general fund cash assets and the Perpetual Care Fund. Half of the
loan has been repaid and is expected to be retired in 2023 at an interest rate of 2.5% annually. It
is not clear why grant revenues were not utilized to help with these improvements.
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Perpetual Care

The Perpetual Care fund has been in place for many years. It was organized for the purpose of
providing dollars for operational and capital needs for buildings built by 1% dollars. For many
years, contributions from 1% allocations had been made into the fund in order to grow the
historically inviolate corpus. The corpus now stands at a value of $29M, which is inclusive of
the dollars being repaid back to the fund by virtue of the loans previously described. By the time
the fund is repaid through these loan programs, the fund will have a value of some $33-34M. (If
Council has the ability to re-institute the practice over time of contributing back to the fund, that
value will increase accordingly.) The difficulty the fund faces now is that the value it provides
as an interest bearing account is relatively small. The fund produces $500K in annual interest
income in order to provide for some of the deficiencies many of our general fund dependent
funds have Vil

Utilities Reserves

The reserves that are in the utility accounts are largely well organized with policies governing
their balances. Accordingly, the rate models for each of the enterprise funds are built around an
operating reserve of 90-days’ worth of expenses. Furthermore, they anticipate a buffer of a 10-
15% unobligated, unreserved cash balance over and above the operating reserve to deal with the
unanticipated costs and fluctuations that would not rise to the level needed for official
withdrawals from the reserves.* The wise decision to also account for 1.5% of the value of net
assets and 150% of any debt service is also in play. Each time Council reviews a rate evaluation,
these benchmarks will be accommodated along with any imbalances that rising costs find with
current revenue.

The Water Fund is a well-reserved and healthy fund. The Water Fund is required to maintain an
$850K reserve, over and above the operational reserve of $4.9M, as a condition of the loan
funding from the State to construct some past projects. If everything happens as projected, the
Water Fund should see a positive cash impact of $4.1M to bring the FY 19 projected year-end
cash balance to $2.7M over and above a combined restricted amount of $5.7M. Should the water
consumption over the summer provide for a margin as healthy as projected, asking for another
increase starting January 1, 2019 would not be advisable.

The Sewer/Wastewater Fund will have a negative cash impact of $850K. The fund however will
still perform outside of the reserves and have a positive cash position of $2.5M by the end of FY
19. Staff is suggesting that the $850K be absorbed by the existing funds in order to keep rate
increases to a minimum. Council will recall that this fund is being asked to do quite a bit of
heavy lifting from a capital standpoint given some of the work needing to be done over the next
several years in preparation for the plant overhaul coming in 7-10 years.

The Balefill and Refuse Collection funds are healthy programs as well. While the Refuse
Collection fund will incur a cash loss of $235K, it will close at year-end with a cash balance of
$638K. These dollars are over and above any dollars required for the associated reserves, which
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is set at $1.4M. This is another example of Council allowing the healthy margin in the fund to
absorb the growing costs of the fund in order to protect ratepayers from higher rates.

Council will recall that the Balefill fund will be doing quite a bit by way of capital over the next
several years in the form of the expansion and the construction of the new landfill cell as well.
Expected dips in this fund will be necessary; however over time this fund will quickly rebound
and be back in a very positive position within three years.

Conclusion

One of our esteemed legislators declared recently some encouraging comments alluding to the
sun rising in Casper and Wyoming right now. Certainly things from a national level appear to be
improving. There no longer seems to be a feeling of waiting for the other shoe to drop as far as
the economy locally is concerned. Certain portions of the national media are currently
trumpeting the newest figures for unemployment indicating that the nation has not had this level
of employment for seventeen or more years (3.9% nationally). Our nation’s oil producers are
contributing potentially to 100 million barrels per day production level worldwide.”* Which
does suggest rapid production over the next several years for American producers.

Therefore, FY 18’s budget is hopefully the final slope downward in what the downturn created
for the Casper community. To discuss the broad philosophy this budget is designed under once
again, Staff believes that the proposed budget is a conservative approach to conducting the
public’s business, although there is some growth built into the outlook. The positions being
requested are needed to deal with backlogs that could negatively affect service delivery as well
as respond to needs that our new normal would appear to be dictating currently. If the Council
were not interested in maintaining a high level of service delivery or were not interested in
responding to current needs, this budget could certainly be pared back. This Council appears to
be much more sophisticated and responsive then that however.

To be clear though, Staff is reluctant to indicate that sitting on our laurels and betting on the
fortunes for the next year is the right thing to do for the FY 19 budget. Council will see the next
year as a useful litmus as to a new norm being found or a stop along the way of a rising
trajectory.

If the Mayor and Council chooses to adopt the proposed FY 19 budget, they will have adopted a
document that is designed to critically consider the City’s goals and desires against the backdrop
of the challenges being faced currently. All of this, while providing a high level of service in a
financially balanced approach. There is little that anyone could point to in the FY 19 budget
document that would demonstrate an attempt on the part of this leadership that is not forward
thinking, prudent, and aimed at serving the public in a way that the majority in Casper would
clearly want. This budget does not celebrate that good times are here again albeit somewhat
optimistic in its approach.
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" The disparity between what we expected in sales tax receipts and what was received at the first part of the last
quarter was not inspiring. This imbalance represents a $76K difference from what was budgeted, which was more
of a decline than planned but not by any means a death knell.

i Meaning, unlike years in the recent past, major commercial projects or government building will not be taking
place in FY 19.

it As of the writing of this message, rig count nationally exceeds the bar set back in July of 2015 albeit inconsistent
with oil and gas employment nationally when compared with the same benchmark timeframe.

V That is a 20% in pricing over last year.

v As of the writing of this message, $2.70/btu appears to be the trend.

vi See endnote i.

Vi As examples, the GAP financing for businesses that would start up in low income communities have gone away,
slum and blight clean ups are no longer an option, demolitions of dangerous buildings are way too difficult due to
new environmental requirements being involved now, and they no longer fund Joy Clark’s position (when they used
to fund two whole positions.)

viii It is anticipated that $2M of added 1% funds will be dedicated to utility capital repair/replacement needs should
1% pass in November 2018.

x As an example, the Regional Water Board has indicated that the cost of buying water may increase at a rate of 7%
annually.

* Predicting consumptive behavior can be challenging particularly when weather can have such an impact on how
much water is used for example.

X The City does take garbage from neighboring counties at a fee rate higher than what residents of Natrona County
can expect to pay when they come through the City’s balefill. Those entities that contract with the City are expected
to pay into our capital investments with a one-time investment fee, most of which pay over a period of five years. It
is possible that these margins will be further supported by favorable rates the City may charge to communities who
only want to bring recyclables to Casper once the MRF is completed with the expansion.

Xi This would generate an additional $308K annually.

Xt |n similar reference discussed in the Water fund section of this message, the rate of replacement being captured
with the proposed infusion of 1% dollars would require 300 years to replace the whole network of sewer lines.

XV During the FY 18 budget amendment process alone, 10 full-time positions were shed. Mr. Pitlick’s position was
technically a new one (pre-amendment) even though historically it had always been a feature of the City’s employee
stock.

* 45% of the 1% dollars are used for hard infrastructure projects such as streets, water lines, sewer lines.

i Council directed an expenditure of $1M to partially fund the purchase of the Plains building block. It also
appears that some funds were made available from the Opportunity Fund to the Casper Housing Authority as a loan
to renovate the old Roosevelt school. This is probably the reason there are specifically $7.8M in the fund currently
instead of the full $8M.

i These projects were not selected for priority one or two —type projects either because of their size or their
importance relative to the other needs covered by the priority one and two projects being proposed. At the very
least, these projects would easily be very high priority three or low priority two projects.

it Unlike the wastewater treatment plant rehabilitation that the City can take the next seven to ten years to prepare
to fund.

XX | ot construction would include the appropriate paving, lighting and landscaping that our ordinances would
require.

** This means that for an employee who makes $50,000 that withholding will increase by $125 annually.

»i The General fund supports 80% of the overall workforce.

i Tywo Municipal Worker 11’s are being shed, two Municipal Worker I’s are being shed, one parks crew leader is
being shed, the CDBG position in Community Development is being shed. To shed a position means that funding
or authorization for the position are no longer being maintained in the City’s budget. These particular changes
generate savings for the general fund which ostensibly would be used to fund new positions being requested.

xdii The study was completed by the Center for Public Safety Management (CPSM) through ICMA.

»v The savings that the shed positions creates is 64% of the cost of the new employees being requested.

xv As examples, rate increases occurred only once in the last eight years (5%) for both the employee and employer.
In one year, the fund lost $3.6M and neither the employee nor employer incurred an increase to help offset the huge
losses.
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xi Council will recall that during the amendment process, staff discussed that $80K was unavoidably expended
from reserves during the transition between the FY 18 budget’s passage and the adoption of the amendment.

xit Of those imbalances, the Events Center commanded the largest portion of that imbalance of some $800K +.

il Namely, the Events Center, the Rec Center, Ice Arena and Hogadon. The value of the subsidy into these funds
exceed $1.5M over and above the interest income garnered.

xix This also serves as a great indicator of a general level of operating health.

*x peter Tertzakian, Executive Director|, ARC Energy Research Institute, “100 Million Barrels per Day,” May 15th,
2018. Additionally, "We expect global oil demand to surpass 100 million barrels per day by 2020," said OPEC
General Secretary Mohammad Barkindo. Moreover, Mar 12, 2018 “Oil demand is expected to rise above 100
million barrels a day for the first time next year” Institute for Energy Research.
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