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Members of the City of Millington Board of Aldermen

Dear Aldermen:

T am pleased to present the City of Millington Proposed Budget for Fiscal Year 2013. This budget reflects
a transition year for the City. The City has adopted a new charter with a City Manager and is in the
process of adopting various ordinances to recognize the new form of government. During the first half of
the fiscal year, the City will operate under the current Mayor and Board of Aldermen. On January 1,
2013, the first ever City Manager will assume administration of the City and the newly elected Mayor and

Board of Aldermen will take also office.

While the City and is citizens continue to face the same price increases, weak economy, loss of
businesses and jobs, etc., the City remains a vibrant community and is in a strong financial position. The
budget for Fiscal Year 2013 reflects the struggles that governments across this country experience when

reducing requests made by our departments in order to avoid tax increases. Department Directors met and
acknowledged their ability to operate within the budgets presented herein for F13.

The highlights of this budget include:

¢ No change in property tax rate

s Implementation of a new pay structure for the Public Works and other employees, similar in
concept to the one implemented for Fire and Police in the current year

» General pay adjustment for all eligible employees, calculated at 3% (calculated on any new pay
structure that takes effect)

+ Reduction in contribution rates for retirement benefits per the actuary’s recommendation
o Health insurance costs increase of 7%

* No change in the contracted cost of the library

» Sanitation Fund includes a rate decrease of $3 per month for residential customers and the
conversion to once a week collection, This change will control costs and allow the elimination of

prior years® operating deficits over a two year period.
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+ Sewer Fund has entered into the loan agreement with the State and renovation of the sewer plant
is in the planning phase with bidding and beginning of work to occur in FY'13. Revenue
projections indicate the approved rates do not need any adjustments.

+ Capital Improvement Program includes completion of Veterans Parkway and a plan of needs over
the next five years. Fiscal conservatism and the current economy require us to avoid tax increases

or new debt to design and construct any projects

¢ Debt Service Fund includes all debt except the loan for the sewer plant renovations which is
recognized in the Sewer Fund, as required by accounting standards.

The City has many dedicated employees who work hard each day to deliver the best services possible to
our citizens. Without these dedicated individuals the City would incur higher costs to deliver the same
services., Our decision to provide compensation adjustments, when many governments and employers are
holding the line this year, rewards our employees who will still receive less than most local governments

in this county and area.

I would iike to express my appreciation to the Board of Aldermen, Department Directors and all our City
employees for their cooperation and commitment to providing the best possible service to our citizens. By
continuing to work together as a team, we will maintain the City’s strong financial position while
continuing to provide our citizens with the services they need and desire.

Sir;c?:rely,

’\L S NZ }
7} n z‘(m/ | [)(L&LTZZ{, ,

Linda L. Carter
Mayor



THE BUDGET DOCUMENT

All funds are subject to appropriation by the Board of Mayor and Aldermen via Ordinance. The
City of Millington Fiscal 2013 Budget Document is organized into thirteen sections. They are

1. Mayor’s Letter

2, Introduction
¢ The Budget Document
* The Budget Process
» Financial Policies

3. General Fund

Special Revenue Funds

4. State Street Aid Fund
5. State Drug Fund

6. DEA Drug Fund

7. Storm Water Fund

8. Sanitation Fund

Enterprise IFunds
9. Water Fund
10. Sewer Fund

11. Debt Service Fund

Capital Projects Funds
12. CIP Fund
13. General Obligation Capital Outlay Notes, Series 2010 Project Fund

Introduction
The Introduction section includes descriptions of the proposed budget document, the budget

process, financial policies, and the Millington organization chart.

General Fund

The General Fund section presents the operating budget for each function and department.
Budgets are presented at a department level at account detail level and include the approved
number of full-time positions.

Special Revenue Funds
This section includes the budgets for the City’s Special Revenue Funds, The revenues for these

funds are restricted in use to the function they are collected for, Functions include drug related
police services, street paving, solid waste, and storm water control.
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Enterprise Funds

This section includes details of the water and sewer operations of the City. Enterprise funds are
required to support their operations with fees from the users. State law requires the water and
sewer systems be accounted for in this manner and that the fees be reviewed and established to

cover costs,

Debt Service Fund
This section includes the budget for the City’s Debt Service Fund. This fund provides for the

payment of principal, interest and other costs on the City's outstanding debt,

Capital Improvement Program Funds
This section includes a project detail for each project in the Fiscal Year 2011 capital budget.
Sources of funds, expenditures and project start and completion dates are included.

THE BUDGET PROCESS

The budget process consists of activities that encompass the development, implementation, and
evaluation of a plan for the delivering of services and provision of capital assets. A well
developed budget process has a long-term perspective, has links to the goals of the organization,
focuses on results and outcomes and involves communication and input from citizens, A good
budget process is not just balancing revenues and expenditures but rather a multi-year, strategic
plan that provides for the most effective allocation of resources. Our goal in the development of
a budget for the city of Millington is to help the Mayor and Board of Aldermen make informed
choices about the allocation of resources to provide for quality service delivery to the citizens of

Millington.

Budget Guidelines

The purpose of the development of the operating and capital improvements budgets is present to
the Mayor and Board a comprehensive view of the proposed operations and capital
improvements for the budget year. The budget for each fund must be balanced (i.e. total revenues
and sources of funds must equal total expenditures) and the capital plan must identify sources of
funding, Our goal as specified in the budget ordinance is to maintain the general fund balance at
a minimum of 30% of projected expenditures and to maintain an additional balance of
$1,000,000 designated for emergencies. Budget control and development is at the department
level by account. Each department director is responsible for ensuring that expenditures do not
exceed the approved budget. The main objective of the budget is to provide the highest level of
services to the citizens and maintain the sound financial condition of the City.

Revenue Forecasting

General revenues are based upon growth assumptions based on trend analysis for the last four
year period. The four year period is used based on the national and local economic conditions in
recent years instead of a traditional ten year trend approach to revenue forecasting. Fach revenue
item is evaluated based on collection for the last four years and growth assumptions are
developed to forecast future years’ revenues. All revenues based on residential growth such as
solid waste, water and sewer and other development fees are based on no new residences this

year.
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Fund Balance
Fund Balance is the cumulative excess of revenues over expenditures in a fund at a point in time.

A restricted fund balance is earmarked for a special purpose while unrestricted fund balance is
available for use. The City of Millington has a goal of maintaining our general fund balance at
30% of projected expenditures plus $1 million for emergencies. In addition to the ability to
generate interest income and allow for a stable property tax rate to provide for cash flow needs,
fund balance aids our credit ratings which will directly affect our cost of any future borrowing.
With certain limitations, fund balance may be used to balance the subsequent year’s budget.

Budget Adoption _
The Mayor prepares and submits an annual budget and explanatory message to the Board of

Aldermen. The budget message includes the financial policies used to develop the budget,
describes the important features of the budget, and indicates any major changes from the current
year. The City holds a public hearing, with the proper notice to the public, prior to the adoption
of the budget. For Fiscal Year 2013 the City will hold the public hearing immediately prior to the
third reading of the budget ordinance. If the budget is not adopted before July 1, the current
fiscal year appropriation will become the appropriations for next year until a budget is adopted.

Budget Document

The Mayor and Finance Director establish the form and content of the budget, except as required
by law. TCA 6-56-201, the Municipal Budget Act of 1982, requires that the form and content of
the adopted budget include prior year actual expenditures, current year projected expenditures,
and next years requested expenditures and the same format for revenues. The law also requires
that no funds from any source be expended without inclusion in a budget ordinance. The
Municipal Budget Act also requires that we prepare a statement of spending for proposed new
capital projects and funding sources for the projects.

Budget Ordinance
The budget is adopted in the form of an ordinance. The budget ordinance defines the level of

budgetary control at the department level but allows the Mayor and Finance Director to
reallocate funds between accounts and departments and impose restrictions on budgeted funds.
No funds may be expended that are not included in the budget ordinance as approved by the
Board of Mayor and Aldermen. Changes and amendments may be made to the Budget Ordinance
throughout the year either in the form of an amending ordinance which must be adopted by the
Board of Mayor and Aldermen or as allowed for the Mayor and Finance Director to process
changes that do not increase or decrease the budget for any fund.

Budget Basis
The budgets of the governmental fund types are presented on a modified accrual basis, which

means that expenditures, other than accrued interest on long-term debt, are recorded at the time
liabilities are incurred and revenues are recognized only when they are received. Budgets for the
enterprise funds are presented on a full accrual basis. Except in the Water and Sewer Funds,
certain expenditures such as compensated absences are not recognized for budgetary purposes
but are accrued. The comprehensive Annual Financial Report (CAFR) shows the financial results
of the city on the basis of “generally accepted accounting principles” (GAAP) for governmental
entities and a budgetary basis for comparison purposes.
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Budget Monitoring and Management

The Finance Department monitors the revenue and expenditure activity of the City throughout
the fiscal year on a monthly basis. Each department director is given management reports, which
include the revised budget, actual expenditures and balance of funds available as well as the
status of all revenues compared to the projected income. The Finance Department presents a
summarized financial status report to the Board of Mayor and Aldermen each month and an in-
depth report on a quarterly basis in a working session of the Board. Budget control will be
maintained beginning in July 2011 by recording encumbrances as purchase orders are written.
All open encumbrances will be recorded as a reservation of fund balance at year-end and
unencumbered, unexpended appropriations lapse at year-end.
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FINANCIAL POLICIES

The City’s financial policies establish the framework for Millington’s financial planning and
management. They set guidelines in which the budget and financial plan are developed and
managed. They demonstrate the City of Millington’s commitment to sound financial planning
and management and fiscal integrity. These policies help our management team and elected
officials have a benchmark against which to measure our financial planning and performance.

Operating Management Policies

All departments share in the responsibility for meeting management and service delivery
goals and ensuring long-term financial stability. Operating budgets and management
plans will be developed using current resources available.

The budget process is intended to allocate limited resources among competing programs
based on policy priorities, efficiency and effectiveness of services and avaitability of
resources,

Additional personnel and programs will be requested only if necessary to maintain
existing service levels due to expansion of service areas (i.e. annexation, construction of
new facilities ete.) or service levels previously approved by the Mayor and Board.

As required by City Charter the budget will be balanced. Current expenditures will be
funded by using current revenue sources and revenue growth will be planned in a
conservative, prudent manner. Use of fund balance in any fund to balance the current
year budget must be approved by the Board of Mayor and Aldermen.

User fees and charges for services will be reviewed annually to ensure that they cover the
cost of the program at the rate determined to be responsible and non-burdensome to
program participants. Fees will be adjusted as needed based on this analysis.

Cash management and investment will be maintained in accordance with the City
Charter, State law and the investment policy and will ensure the safety and security of
city assets. Funds will be managed prudently and diligently with an emphasis on safety of
principal, liquidity, and financial return.

Capital Management Policies

A Capital Improvement Plan will be developed and updated annually, including funding
sources. Capital improvement projects will be defined as infrastructure or equipment with
a useful life of 2 or more years and a cost of $20,000 or more.

Self-supporting debt will be used for capital projects that qualify (i.e. utility projects) and
rates will be adjusted to support these projects.

Debt Management Policies

Financing of projects will not exceed the useful life of the infrastructure improvement or
capital acquisition.

The City will limit the amount of debt issued and planned in any planning period to the
amount that can be supported by revenues projected to be available on a prudent and
conservative basis.
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Reserve Policies

¢ All fund designations and reserves will be evaluated annually for long-term adequacy and
availability in accordance with policies developed and approved by the Mayor and Board.

o The General fund balance wili be maintained at a minimum level of 30% of projected
General Fund expenditures with an additional balance of $1,000,000 designated for

. emergencies.

» Fund balances will be used prudently and conservatively to fund one time expenditures
and stabilize the property tax rate.

Financial Reporting Policies :

e The City’s accounting and financial reporting systems will be maintained in conformance
with generally accepted accounting principles (GAAP) and standards of GASB and the
GFOA.

e An annual audit will be performed by an independent public accounting firm and will be
posted on the City’s web site as well as available for review at City Hall.

» Financial systems will be maintained to monitor revenues, expenditures and program
performance on an on-going basis.
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