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DATE: November 16, 2004
TO: Mayor, City Council and the Residents of Boulder

FROM: Frank W. Bruno, City Manager
Steve Felten, Finance Director
Kathy McGuire, Budget Manager

SUBJECT: 2005 Budget Message

INTRODUCTION

The City organization includes the stewardship of a wide variety of “businesses,” all of
which are important to the long-term health of the City and the public that it serves. This
Budget allocates the financial resources and establishes the workplan to enable
stewardship of our municipal corporation.

Part of the meaning of stewardship is to hold in trust the well-being of some
larger entity — our organization, our community, the earth itself. .... Stewardship,
Choosing Service Over Self Interest, by Peter Block.

Maintaining stewardship requires an increasingly complex balancing act, including
responding to diverse issues and working toward accommaodating the needs of
stakeholders while also continuing to serve the longer-term interest of the larger public.

The City of Boulder Municipal Corporation provides a broad variety of programs and
services. Some are totally funded by charges for the services provided such as the water,
wastewater and stormwater/flood control utility funds. Rates are set in these business
areas to adequately provide and maintain required assets and fully support the provision
of on-going services. These “enterprise” or “business type” funds remain in a very strong
financial position to provide their critical services for the long term.

Unfortunately, most other “general governmental” funds, where services are partially or
fully subsidized by sales and use taxes, have not shared the same level of fiscal health.
From 2001 to 2003, we experienced a reduction in the sales and use tax revenue base of
over 17%. This reduction had a very negative impact on all sales tax supported funds.
Like any other business, our Municipal Corporation had to live within fiscal constraints
and balance its budget by reducing costs.




As a response to our shrinking sales tax revenue base, we combined the General and
Public Safety Funds and used fund balance (while maintaining a 10%
emergency/stabilization reserve) to implement a multi-year plan to downsize the
organization to a place where we can live within our means. We anticipate that 2005 will
be the first in four years where significant use of fund balance is not required. The
following graph illustrates use of fund balance during the downsizing process.
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The General Fund had been in the final year of a four year $11 million reduction plan
(please see Attachment A-2 for a listing of the initial 2005 reductions in the General
Fund) and initial financial projections indicated 2005 would be the first year of a period
of increased fiscal stability. However, as discussed at the August 24 budget study
session, sales/use tax collections through June 2004 did not support the projections
incorporated in the 2005 proposed budget. Retail sales tax collections, which represent
81% of total sales/use tax revenues, were down 2.4% for June when compared to June
2003. When factoring in results for January through May, the year-to-date change for the
first six months of 2004 reflects an increase of 1.5% in retail sales over 2003 results.
Based on these results, retail sales would need to grow 4.3% for the last six months of
2004 in order to reach the current revenue target. This scenario is not likely since there
are few new retail locations in Boulder planned through the end of this year. As a result,
sales/use tax projections are being reduced to reflect lower-than-projected revenue
collections and the budgets for sales/use tax supported funds (which include the General,
Transportation, Open Space, .25% Sales Tax and .15% Sales Tax Funds) will be adjusted
accordingly (see additional discussion under section “What Should We Expect in the
Future?”).

BUDGET DEVELOPMENT PROCESS
Adopting a budget is probably the single most important policy issue that the governing

body will make in support of the community. This document is much more than an
allocation of revenues and expenditures. It is a plan of work, an allocation of human



resources and talent, and a contract with members of the Boulder community, committing
us to high standards of performance and conduct. Since it is human nature to desire more
services and projects than can be accomplished within limited available resources, the
budget also reflects trade-offs and compromises necessary to fulfill our responsibilities
and protect the long-term fiscal health of our community.

This document summarizes the plan of work for 2005 and allocates the resources
necessary to make that workplan reality. This 2005 Budget continues to provide a
framework for us to accomplish our mission, which is "to create, enhance, and preserve a
human, natural, physical, and economic environment which fosters our community's
unique quality of life". This Budget also reflects our core City organization values of
integrity, teamwork, service excellence, personal growth, and innovation. The overriding
goal is to support the high standards set by the community, and to continue to provide
long-term value at reasonable cost.

2005 is the second year of the 2004/2005 biennial budget process. This two-year process
requires a detailed budgetary review of all funds and programs in the first year. The
second year process is simplified to become a “check-in” with City Council to address:

= Significant changes in conditions (e.g., the economy);

= Significant service delivery or revenue issues;

= A review of five-year strategies and financial plans for major funds; and
= Formal adoption of the second year of the two-year Budget.

To date, development of the 2005 Budget included a “Budget Overview & Strategic
Planning” study session on April 27, 2004. During this pre-budget discussion session
with City Council, we were pleased to find that Council and staff were in close alignment
with respect to the majority of budgetary issues and challenges facing the community.

Three additional study sessions were held after the City Manager’s 2005 Proposed
Budget was delivered to City Council on August 10, 2004:

= August 24, 2004 Budget Study Session which focused on revised sales/use tax
projections and the corresponding revenue shortfall in sales/use tax supported
funds; information was also provided on policy/program issues requiring City
Council direction such as utility rate increases;

= September 14, 2004 Budget Study Session which focused on Energy/Waste
Reduction Programs and Public Power; and

= QOctober 12, 2004 Budget which presented recommended approaches for
addressing the revenue shortfall in sales/use tax supported funds and options for
funding Energy/Waste Reduction Programs.



GENERAL ECONOMY AND SALES TAX REVENUE

The Boulder economy has declined dramatically since the year 2000. The sales and use
tax revenue base has fallen by over 17% during the past three years. This change did not
occur overnight, but reflects a long-term structural shift that has resulted in the City of
Boulder no longer enjoying the role of regional retail and business center. While some
portion of this decline can be attributed to the ongoing national and international
recession, the greatest measure of the problem relates to Boulder’s loss of competitive
position.

Competition from neighboring communities in constructing new retail options continues
to drain resources that had formerly funded community services such as open space,
affordable housing and transit. In addition, corporate site selection decisions have
emptied buildings in Boulder, and filled others in Broomfield, Louisville and Lafayette.
This means that as these businesses expand and purchase equipment they are no longer
paying sales and use tax to the City of Boulder. Their relocated employees are also not
shopping and eating in Boulder as often. This further erodes the City’s ability to fund
services.

As previously stated, sales and use tax revenue has declined by over 17% between 2000
and 2003. This has resulted from a combination of the poor economy and retail sales
“leakage” to places like Costco and Flatiron Crossing Mall. The following graph
illustrates the CPI adjusted impact of this reduced tax revenue.
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All sales tax supported funds have already implemented major expenditure reductions,
first looking for efficiencies and, only as a last resort, eliminating projects, programs and
services. Because sales tax supported funds other than the General Fund have significant
capital components, the impacts of reductions, though very significant for the longer-
term, have less of an obvious impact on the day-to-day lives of our residents. The



General Fund supports most of the basic services used daily by residents such as libraries,
parks, recreation, law enforcement, and fire protection. Since most General Fund
services are provided by employees (labor rather than capital intensive) reduced revenue
has translated into elimination of 70 full-time equivalent positions (or approximately 6%
of the total positions) since 2002.

WHAT WILL IMPROVE THE SITUATION?

Several economic vitality initiatives are in progress:

= A Site Review Amendment and Use Review application from Westcor for
redevelopment of the Crossroads Mall site (renamed Twenty Ninth Street) was
approved and the first phase of redevelopment began in October 2004.

= A new high end hotel, the St. Julien, is under construction at 10" and Walnut. Tax
increment financing was used by the Central Area General Improvement District to
issue bonds to build and operate a parking garage under the new hotel. The hotel is
anticipated to open in March of 2005 and will bring additional visitors (and retail
sales) to the downtown. The parking garage is now open and provides 556 in
additional parking spaces to the downtown area.

= The City adopted its first Economic Vitality Policy to encourage economic vitality
and the contributions economic health makes to the overall quality of life of its
residents.

= Council has appropriated monetary resources to staff and support economic vitality
initiatives and both the Economic Vitality Coordinator and the Urban Redevelopment
Coordinator have been hired. Additionally, the City’s first Economic Vitality Board
is now in place and is ready to assist as needed.

= The Boulder Convention and Visitors Bureau is in the final stage of completing a
master plan designed to increase visitors and tourism and associated sales tax
revenue.

= The City is working with other local entities to explore the feasibility of constructing
a community conference facility.

WHAT SHOULD WE EXPECT IN THE FUTURE

Recent economic indicators are less than clear in providing direction as to what can be
expected to happen in the local economy over the coming months. Recent national
economic data has been generally positive, although growth projections have been
reduced somewhat due to recent job growth data and the increase in oil prices.
September job growth came in below forecasts and August job growth was revised
downward, resulting in four consecutive months of lower than expected job growth.

Growth is also projected for the state economy, with increases in jobs, personal income
and retail trade sales forecasted by The Colorado Legislative Council for 2004 and 2005.
Closer to the City of Boulder, Dr. Richard Wobbekind’s projections for Boulder and



Broomfield Counties in the October 1, 2004, Boulder County Business Report may be at
least partially predictive of trends in City revenue:

“The latest state unemployment numbers have finally begun to reveal some job growth within
Boulder County.....The stronger conditions and confidence in the Boulder County economy have
continued for another quarter, stretching the advance in the leading economic indicators to five
consecutive quarters. This rise in the employment numbers and the leading indicator signal the
long anticipated recovery is now taking hold in Boulder County.”

Monthly and year-to-date growth in retail sales tax in surrounding communities through
June 2004 are positive, and at rates higher than what the City of Boulder has realized so
far in 2004. But when these national, state and regional indicators are compared to recent
retail sales tax results for the City of Boulder, it is clear that our local economy is not in
synch with the positive growth trends experienced elsewhere.

It would appear that at least three factors are contributing to the unfavorable trends in
retail sales tax for the last several months of 2004. First, additional leakage of retail sales
to surrounding communities appears to be continuing rather than leveling out as had been
forecasted. Second, the technology sector — a critical component of Boulder’s economy —
continues at a level below that of its peak in 2000/2001, although signs of strength are
beginning to appear. Finally, the large amount of competing Class A commercial space
in the 36 Corridor and in other area markets is causing a drag on the City’s local
commercial real estate market. While some excellent properties have been and are being
built in the City, the availability of prime commercial space at very favorable lease rates
IS serving as a strong inducement to some businesses to consider relocating.

The current sales/use tax collections for the City support staff’s conclusion, as discussed
at the August 24™ budget study session, that the original growth rates for sales and use
tax for 2004 and 2005 needed to be revised downward. The combined sales and use tax
growth rate for 2004 has been revised from a positive 1.5% to a negative 0.6%. For
2005, the combined growth rate has been revised from a positive 3.5% to 0.0%.

COMPENSATION CHANGES SUPPORTING SERVICE QUALITY

Although the city is responding to financial challenges at this time, the City Manager
believes for the City to provide effective leading edge services, it must continue to attract
and retain top quality employees. This means that the City’s position as a competitive
employer in the region must be maintained, and where/when appropriate, enhanced. This
is addressed in the Compensation Policy, which reflects a goal of maintaining a
competitive market position relative to the top agencies while recognizing the City’s
ability to pay. In addition, the policy has been updated with the following statement to
reflect the unique contribution made by the City’s Police Officers and Firefighters:



e Acknowledge the unigue contributions and potential sacrifices of our Police and
Fire Protective Services by continuing to offer enriched benefit programs for
them.

This summer, 2005 contract negotiations were completed with the Boulder Municipal
Employees Association (BMEA), Fire (IAFF) and Police (BPOE). The final contract
amounts for general salary and benefit increases are 5.0% for Fire and 1.3% for both
BMEA and Police. For Fire negotiations, an “interest based” format was used for
negotiations which has resulted in a positive relationship between management and IAFF
and provides a good “base” for future negotiations.

In terms of non-union/Management employees, the general salary and benefit increase
included in the 2005 budget is 1.5%.

For calendar year 2004, neither Fire nor non-union/Management received a general salary
increase and were required to spend more of their income on health insurance. Police and
BMEA received increases for 2004 of 3.8% and 3.6%, respectively, pursuant to
previously negotiated agreements.

2005 ADDITIONAL PROGRAMS/SERVICES - GENERAL FUND

Due to current budget constraints, there are only three budget additions included in the
2005 budget for the General Fund. The first is $16,875 in annual funding for continuing
legal education required by state law for all attorneys. Previously, the City’s legal staff
was required to cover the majority of continuing education costs personally. This
addition will provide funding for staff to maintain the minimal continued education
required by the State of Colorado.

The second adjustment adds, on an ongoing basis, $19,000 in funding for DUI
enforcement. A one-time request for additional funding in the first budget adjustment for
2004 indicated that the Police Department would be requesting an ongoing increase in the
DUI budget as part of the 2005 budget process. The request is based on a program,
approved by City Council in 1987, to use DUI generated revenue collected during the
previous year for DUI enforcement. In recent years, revenue has been more than the
department's DUI operating budget and the department has not requested an increase in
their operating budget to match revenues for several years. The increase will cover the
overtime of additional officers participating in DUI events and materials such as blood
kits and breathalyzers.

Lastly, $111,312 for the Urban Redevelopment Coordinator has been added to the
budget. The recommendation to hire this position was included in the Economic Vitality
Policy approved by City Council in October 2003 and funding was authorized for a five
year period (2004-2008). Funding for 2004 was included in the first budget adjustment
for 2004 and this will incorporate funding for 2005 through 2008 in the General Fund’s
6-year financial plan. Since the funding for this position is coming from the BURA



Revolving Loan Fund, it does not compete with other uses in the General Fund.

2005 ADDITIONAL PROGRAMS/SERVICES - RESTRICTED FUNDS

A summary by fund of all additions to base budgets for restricted fund departments as
presented in the 2005 budget document follows:

Affordable Housing Fund

An adjustment is included for this fund which transfers the home ownership program
from the General Fund and implements a new program which offers re-sale services for
permanently affordable homeownership units. This was part of the 4-year General Fund
reduction plan and is projected to result in additional revenues of $13,662 over and above
the expenses for the program.

.15 Cent Sales Tax Fund

A Y2 time Arts Resource Coordinator position is being converted from fixed term to an
ongoing standard position. Since this position was previously covered from the non-
personnel budget, this adjustment requires no additional funding although it results in a
.50 increase in standard positions.

Recreation Activity Fund

Two program adjustments were made in the Recreation Activity Fund that will both be
funded by increased revenues. The first is a .25 FTE increase for the Reservoir Manager
so this position can remain on-site for the winter months to oversee events planning. The
second is for a full-time Media Specialist to market reservoir, golf and recreation
programs.

Water Utility Fund

Three ongoing adjustments have been made in the Water Utility Fund beginning with the
2005 budget. These include $12,000 for a Dissolved Air Floatation (DAF) Treatment
System at the 63" Street treatment facility; $56,000 for a Residuals Handling System also
at the 63" Street treatment facility; and, $150,000 to fund the increased pumping and
delivery costs associated with Windy Gap water received through the Northern Colorado
Water Conservancy District (NCWCD).

Stormwater/Flood Management Utility Fund

There are two ongoing adjustments in the Stormwater/Flood Management Utility Fund
and one adjustment that is for 2005 only. All three of these adjustments are based on
recommendations included in the 2004 Comprehensive Flood Study. The ongoing
adjustments include $250,000 for enhanced Flood Management programs and $100,000



for inspection/maintenance programs for stormwater quality and existing private on-site
detention facilities. The one-time adjustment of $250,000 is for updating the Stormwater
Master Plan.

POLICY & REVENUE ISSUES REQUIRING CITY COUNCIL DIRECTION

1.) Proposed Utility Rates for 2005

Rate increases for all three utilities are included for 2005 to meet the utility’s financial
requirements and to fund necessary operation and maintenance costs. The following
percentage increases in revenues were approved (the 2004 percentage increases are
currently in effect):

Year Water Wastewater Stormwater/Flood
Management

2004 3% 6% 3%

2005 3% 20% 3%

2006 3% 20% 3%

2007 4% 20% 5%

2008 4% 8% 5%

The rate increases in the water and stormwater/flood management funds are primarily
needed to cover inflationary increases for personnel and nonpersonnel items. The
increase in the water fund will also fund three ongoing budget additions. Two of these
additions will fund improvements to treatment operations at the Boulder Reservoir Water
Treatment Plant and the other will fund an increase in the city’s annual assessments for
Windy Gap water delivered through the Northern Colorado Water Conservancy District.

The rate increase in the wastewater utility will fund general inflationary increases and
debt service associated with several major capital projects. The projects are:
improvements to the Wastewater Treatment Plant (as mandated by the discharge
permitting process), construction of a Biosolids Handling and Dewatering Facility and
possible construction of a Class A Biosolids Composting Facility. As more exact cost
estimates are developed for these projects and a site for the Biosolids projects is
determined, the timing and/or amount of any additional rate increases for 2006-2008 will
be modified and brought forward for adoption.

The rate adjustments in the approved 2005 budget will increase the annual utility bill for
an average residential customer (annual consumption of 120,000 gallons) from $621.80
to $671.60. This is an increase of approximately $4.15 per month. The following table is
a comparison of annual bills under existing and 2005 rates for the city's three utilities.



TYPICAL RESIDENTIAL CUSTOMER
COMPARISON OF CURRENT AND 2005
ANNUAL UTILITY BILL

Utility 2004 2005 Difference
Water $405.44 $424.64 $19.20
Wastewater 141.96 170.76 28.80
Stormwater/ 74.40 76.20 1.80
Flood Management

TOTAL $621.80 $671.60 $49.80

Programs and Projects with Potential Rate Impacts:

The development of the Utilities budget has been undertaken in a comprehensive manner.
Some of the larger projects and programs that have a budgetary impact include:

=  Water Utility

- Betasso Water Treatment Plant Improvements ($5.0 million included in 2006 CIP,
plus increase in operating budget)

- Boulder Reservoir Water Treatment Plant Improvements ($6.2 million included in

2005-2010 CIP, plus increase in operating budget)

=  Wastewater Utility
- Wastewater Treatment Plant Improvements related to the discharge permit
renewal ($29.8 million included in 2005 CIP, plus increase in operating budget)
- Biosolids Handling and Dewatering Facility ($6.0 million included in 2005 CIP)
- Class A Biosolids Composting Facility ($14.4 million included in 2005 CIP, plus
increase in operating budget)

= Stormwater/ Flood Management Utility

- Initial improvements related to South Boulder Creek ($3.0 million included in
2007 CIP)

At the August 24 budget study session, staff presented detailed information on the
wastewater utility rate increases for 2005. As described above, increases in the rates are
tied primarily to upcoming capital improvement projects, such as mandatory
improvements at the Wastewater Treatment Plant and the Biosolids Handling/Dewatering
Facility and the proposed Biosolids Composting Facility. Staff reviewed the capital and
operating costs for these projects and how each, if approved, will impact the wastewater
utility rates for 2005 through 2008. The 20% rate increase for 2005, which will increase
the monthly bill for an average residential customer by $2.40, is tied primarily to



improvements at the Wastewater Treatment Plant. It was also noted that the plant
improvements must be done in order for the City to comply with State mandated effluent
discharge requirements. Since final approval of the Biosolids Handling/Dewatering
Facility and the Biosolids Composting Facility will not be received until 2005, these
projects do not directly impact the 2005 rates.

Council Direction/Response
At the August 24 study session, City Council indicated it would consider an increase in
the 2005 wastewater utility rates to provide funding for the Wastewater Treatment

Plant improvements.

2.) Proposed Approaches for Addressing Revenue Shortfalls in Sales/Use Tax
Supported Funds

As discussed at both the August 24 and the October 12 budget study sessions, sales/use
tax projections are being reduced to reflect lower-than-projected revenue collections and
the budgets for the sales/use tax supported funds (which include the General,
Transportation, Open Space, .25 Cent Sales Tax and .15 Cent Sales Tax Funds) need to
be adjusted accordingly. At the October 12 study session, the required plans for
addressing the projected shortfalls were presented.

Also at the October 12 study session, Finance Director Steve Felten provided an update
on sales/use tax collections through August and how these compare to the revised
sales/use tax projections. While still negative in July and August, retail sales tax is
slightly better than the updated projection. July retail sales tax was projected to be flat
while there was an actual 0.6% decline from July 2003. More than offsetting this
negative variance in July were better than expected results for August. August retail
sales tax was projected to decline 4.3% compared to August 2003 due to higher than
normal collections in August 2003. Actual results were a decline of 2.6%.

Business use tax has come in considerably higher than expected due to some large
remittances in July and August. Both business use tax and construction use tax can be
highly volatile from month to month. Unfortunately, lower than expected levels of
construction use tax partially offset the favorable variance in business use tax.

Overall, sales/use tax revenues are $335,000 ahead of the revised projections as a result
of the favorable variance in business use tax. While this trend is not expected to
continue, it does provide additional cushion for the balance of 2004 and, hopefully, 2005.
Although staff would prefer to see the retail sales tax figures a little stronger, current
year-to-date results are in line with the revised sales/use tax projections and no further
revisions are recommended at this time.

Dr. Rich Wobbekind has been asked to assist staff in developing long range projections
for sales/use tax. Dr. Wobbekind has indicated interest in working with staff on Boulder-
specific projections. An initial meeting between Dr. Wobbekind and staff is scheduled



for November 16th.

After the update on sales/use tax collections at the October 12 study session, City staff
reviewed the planned approaches for addressing the sales/use tax revenue shortfalls in the
General, Transportation, Open Space and .25 Cent Sales Tax Funds. In terms of the
General Fund, the City Manager discussed the strategies used in addressing the revenue
shortfall. He reviewed the strategies that had been presented at the August 24" session
and explained how they had been modified based on Council feedback from that session.
For example, in developing the recommended reduction plan, staff focused on narrow
and deep but recoverable cuts so there would be the option of rebuilding
programs/services if revenues rebounded. In addition, Mr. Bruno explained that an
exciting aspect of developing the recommended reduction plan was the continual
emphasis on identifying opportunities for efficiency improvements throughout the city.

Transportation Director Tracy Winfree provided an overview of the set of guiding
principles used in developing the approach for the Transportation Fund. Ms. Winfree
also emphasized that if a Transportation project is taking place, it is most likely being
funded by leveraged state and federal funding. Lastly, Ms. Winfree reviewed the
reductions for the fund, specifically the planned reductions to the Neighborhood Traffic
Mitigation Program (NTMP) which will result in a simplified approach to the program
when it is restored.

Mike Patton, the Director of Open Space/Mountain Parks, reviewed the plan for
addressing revenue shortfalls in the Open Space Fund. The plan focuses on significant
budget savings in 2004 in order to increase the fund balance available for Visitor Plan
implementation and other ongoing operations/new acquisitions. Currently, no ongoing
reductions are planned for 2005 or beyond in the Open Space Fund.

Lastly, Parks and Recreation Director Jan Geden presented the plan for the .25 Cent Sales
Tax Fund. Specifically, the approach focuses on maintaining current assets and
infrastructure and delaying new park development as needed. In the short term, fund
balance will be used to address the 2004 and 2005 revenue shortfalls while longer term
impacts will be addressed during the 2006 budget process.

Council Direction/Response

After reviewing the proposed reduction plans for the sales/use tax supported funds,
City Council indicated it would consider the proposed approaches (please see
Attachment A-1 for the General Fund Additional Reduction Plan and Attachment A-3
Jor the Transportation Reduction Plan). In terms of the General Fund, Council did
discuss the option of reducing the 318,000 City Council meal budget for providing
dinners during evening meetings. After discussion, however, Council generally agreed
that this reduction was more symbolic than substantive, and it was not pursued.
Council also discussed the possibility of discontinuing the contract with CATV, which
runs through December 2005, next year after the task force report is presented.



3. Proposed Increase in Trash Tax to Fund Energy and Waste Reduction Programs

At the October 12 budget study session, City Council generally supported increasing the
Trash Tax to fund new waste reduction and energy programs. The increase in tax
revenues would be $468,000, with $258,000 dedicated to energy programs and $210,000
dedicated to waste reduction programs. Council members discussed a two-year sunset for
the tax revenues dedicated to energy programs, meaning the Trash Tax would be reduced
by $258,000 in 2007 unless Council took prior action otherwise.

The Trash Tax was initiated as an occupation tax on trash haulers in 1989 by Council
action. It was raised in 1994 by voter initiative, up to a limit of $3.50 per household per
month, and $0.85 per yard for commercial dumpster customers. The tax was raised again

by Council action in 1997 to the current rates.

Tax rate Tax rate
Current beginning beginning
Customer Type | Tax rate 1/1/2005 1/1/2007 Unit
Commercial @ $0.45 $0.85 $0.74 |/cubic yard
Pre-paid bag service @ $0.15 $0.15 $0.15 |/bag

32 gallons (1-can) service @ $0.85 $2.20 $1.10 |/household/mo

64 gallons (2-can) service @ $2.00 $3.40 $2.50 |/household/mo

96 gallons (3-can) or more service @ $3.40 $3.50 $3.50 |/household/mo
Total annual estimated revenue $987,000 | $1,455,000 $1,197,000

As part of developing individual Trash Tax rates that result in appropriate revenue
generation, the draft ordinance for Council consideration proposes eliminating a separate
charge for “residential dumpster customer or account” (typically, apartment buildings).
This customer type was created in 1997 at a time when the city provided apartment

recycling services. To ease administration burdens for the trash haulers and since the city

is no longer providing this service, staff is proposing to revert to the tax structure
originally established with the voter initiative in 1994, whereby commercial and
residential dumpster accounts are treated identically.

Most trash haulers are also planning trash rate increases, effective January, 2005. The

following table illustrates the combined impacts of the Trash Tax increase and the private

haulers’ rate increase for a “typical” household (over 60% of households in Boulder
subscribe to 32 gallons per week of trash) or an “average” business:

Current Current  Currenttotal | Trash Tax 2005 New total | 9% increase monthly
monthly monthly  monthly trash increase rate monthly bill
trash Trash bill Increase  trash bill
charge Tax from
(average or Trash
typical Hauler
customer) Tax Total Bill
Residential $16.20+  $0.85 =$17.05 $1.35 $0.50 $18.90 | 159% 11%
Commercial $125.00+ $16.20 =$141.20 $14.40 $6.25 $161.85 | 89% 15%




Waste Reduction: $210,000

At the October 12, 2004, study session Council generally supported the staff
recommendation (Option B) which includes new waste reduction programs to get the city
to its 50 percent waste reduction goal. Programs include collection assistance for the
following materials:

Construction and demolition debris  $25,000
Commercial food waste $25,000
Commercial recyclables $10,000

In addition, staff anticipates combining and supplementing funds currently used for the
city’s Spring Cleanup, Fall Leaf Drop off program and the Yard Waste Drop off Center
and replacing the existing programs with a more convenient, regularly scheduled seasonal
curbside yard waste collection program [$125,000]. This may be accomplished in several
ways, and staff will return to Council with re-structured program options. Part of this
2005 budget proposal also includes funding for a 0.5 fixed-term FTE to assist with waste
reduction programs [$25,000].

Energy and Greenhouse Gas Programs: $258,000

At the October 12 budget study session, Council discussed the different energy budget
options and programs and asked staff to develop a new option that combines elements of
Option 3 (the staff recommendation) and Option 4. Council members wanted to keep the
key elements of Option 3, including development of a long-term funding strategy and
implementation of commercial sector programs, and to add the residential sector
programs outlined in Option 4. Council asked staff to remove the less essential analysis
and plan components found in Option 4.

Staff has attempted to incorporate Council preferences into this new proposal. The
primary elements of the budget and work plan include the following:

Commercial energy efficiency programs $ 65,000
Residential energy efficiency programs $ 40,000
Develop long-term funding and policy options $ 45,000
Workshops, outreach and marketing $ 15,000
Public process, technical and peer review $ 8,000
Greenhouse gas inventory tracking system $ 10,000
1.5 fixed term FTEs $ 75,000
Total $258,000

In 2005 staff will focus on developing a long-term funding strategy, implementing energy
efficiency programs for both the residential and commercial sectors, and community
education about energy efficiency opportunities and cost savings. Staff will also seek
opportunities to leverage expertise and assistance from other city departments, local non-
profits, community and nationwide organizations. Over time, non-profits and other
agencies will be integral to achieving the city’s goal. Securing grant funding will be a
staff priority to offer additional programs and outreach.



Council Direction/Response

Council indicated that it would consider an increase to the Trash Tax to generate
$468,000 for waste reduction programs (3210,000) and for “bridge” funding for energy
programs (3258,000). Council also indicated support to sunset the energy portion of
the Trash Tax at the end of 2006.

OTHER FEE HIGHLIGHTS

The majority of user fees and/or rates are increased according to established pricing
policy guidelines and, correspondingly, most are increased annually by the rate of
inflation. In addition, user fee/rate modifications are reviewed by each applicable Board
or Commission prior to inclusion in the proposed budget. The following fee or rate
increases for 2005 were highlighted for City Council information.

Court Fees and Charges

Municipal Court staff are proposing the creation of four new fees, to be implemented as
of January 1, 2005:

Community service fee $ 5.00
Failure to appear fee $30.00
Warrant processing fee $30.00
Stay fee $15.00

The community service fee will cover the liability insurance of defendants performing
their community service assignments and case manager oversight.

When appropriate, the Court may assess a fee for failing to appear for a hearing.
When appropriate, the Court may assess a warrant processing fee.

As fines and costs are due and payable on the date of sentencing, deviation from this
policy may result in the assessment of a stay fee for a payment plan.

The combined annual revenue from these new fees is projected to be $2,500.

Utility Fees

Three new fees are also being implemented for the Utility Funds for 2005:
Fee to perform special water meter read

The city currently has a $27.00 fee to perform special meter reads. This fee is only
assessed for final reads at the time of ownership transfer and is designed to recover




the costs of reading the meter and producing a final bill. Utilities is proposing to
expand the definition of this fee to allow Utility Billing to charge this fee for final
reads for tenants and for special meter reads. Often times when a tenant moves a
prorated utility bill is sufficient. This fee would only apply when a tenant requests a
special meter read and final bill. The special read fee would also apply to situations
where a customer has requested additional meter reads above and beyond the regular
read and complimentary reread provided by the city. In order to fully recover costs,
the fee rate will also be $27.00. It is expected that by expanding the definition of this
fee an additional $30,000-$40,000 would be generated and would recover the costs of
these special read services.

Fee to resume water service after 3 pm, weekends, or holidays

The city currently has a $21.00 fee to resume or turn on water service. Additional
costs are incurred when water is turned on after work hours, weekends or holidays
because of the personnel required to provide this service during these times. A new
fee was established to apply to these situations. In order to fully recover costs, the fee
will be set at $41.00. The use of this type of fee is common in several front-range
communities including Fort Collins, Longmont and Colorado Springs. It is
anticipated that the fee would result in $3,000-$5,000 in revenues.

Fee to repair bent or broken transponder wire

The city has installed automated meter reading devices on approximately 96% of the
water meters in the city. A transponder wire extends beyond the meter pit and allows
meters to be read via radio frequency. This new fee would recover the costs of
replacing a damaged wire. In order to fully recover costs, the fee will be set at $65.00.
It is anticipated that the fee would result in $2,000-$4,000 in revenues and would
recover the labor and materials required to replace the wire.

Parks and Recreation

Flatirons Golf Fees

The golf industry is extremely competitive along the Colorado Front Range. New
golf course development and a decline in the golf industry have resulted in fewer
rounds of golf being played at most courses. The economic impacts are being felt by
the golf industry on both a national and local basis. The competitive environment has
led to an emphasis being placed on retaining the current customer base, increasing
their frequency of play and expanding market share.

Flatirons Golf Course is proposing several fee changes to enhance its position in the
competitive market. The course is adding a Student classification to the fee structure
in 2005. Students will receive a two dollar discount on nine holes and a three dollar
discount on 18 holes. Additionally, two new pass options will be available to golfers
at Flatirons Golf Course in 2005.

The Morning Value Pass is intended to increase sales at the golf course during low



volume hours. The pass is valid Monday through Thursday for play beginning by
2:00pm. The cost of the Morning Value Pass is $350.00. The pass holder is given a
20% discount on greens fees, cart rentals, and driving range purchases. Merchandise
may also be purchased for 20% over invoice cost. The pass expires when total
accumulated discounted purchases equal $350.00 or one year from date of purchase,
whichever comes first.

The Seven Day Value Pass is marketed to the frequent golfer. The pass contains no
time restrictions. The Seven Day Value Pass may be purchased as an individual pass
for $1,000.00, or as dual pass for $1,500.00. The pass holder is given a 20% discount
on greens fees, cart rentals, and driving range purchases. Merchandise may also be
purchased for 20% over invoice cost. The pass expires when total accumulated
discounted purchases equal $1,000.00/individual pass or $1,500.00/ pass, or one year
from date of purchase, whichever comes first.

Boulder Reservoir Boat Season Pass Fees

The Boulder Reservoir currently uses resident and non-resident categories for almost
all fees, including gate admission, season gate admission, daily boat, sailboard and jet
ski admission.

The current season boat pass fee structure at Boulder Reservoir contains resident,
Boulder County, and Out-of-Boulder County classifications.

The new season boat pass rate structure simplifies the classifications into City of
Boulder resident and non-resident categories. This decision provides consistency
within the structure of Boulder Reservoir fees.

CAPITAL IMPROVEMENT PROGRAM

The 2005 Capital Improvements Program (CIP) includes of $77.5 million for 69 projects
and programs. It should be noted that this amount includes approximately $50 million in
Wastewater Utility Fund projects (e.g., biosolids composting facility) which will not be
formally appropriated until the projects are approved by City Council and bond funding
is secured. As a result, the $50 million for Wastewater Utility projects is not included in
the 2005 budget amount. The total CIP included in the 2005 approved budget is
approximately 3% greater than the capital program included in the 2004 approved
budget.



CONCLUDING COMMENTS

The 2005 budget supports the City Council's policies of balanced budgets with adequate
reserves, contingency plans to enable reacting to economic changes, and making
decisions within the context of balanced multi-year financial plans. Although it reduces
the number of services we offer, for those that remain, it continues to support the
excellent services our customers deserve and have come to expect.

Respectfully submitted,

(;W %&“‘”’”M

Frank W. Bruno
City Manager



ATTACHMENT A-1

2005 BUDGET
GENERAL FUND

ADDITIONAL REDUCTION PLAN

A B C D E F G
Program/
I . 2005 FTE 2005 Reductions . Svc
Department/Division Item(s) 2005 Reduction Reduction as % of Target Impact to Citizens or Internal Customers Restored
by .15%
CITY ATTORNEY Reduce attorney position 20,715 0.25 A ._25 FTE reduction in an attorney position will result in minor service reductions in the City Attorney's
Office.
TOTAL CITY ATTORNEY 20,715 0.25) 1.2%
CITY MANAGERS OFFEICE - Redtgce extraordinary personnel 100,000 Reduces contingency by 47% which results in limited flexibility to address unanticipated personnel
CONTINGENCIES, SUPPORT  |contingency EXpenses.
SERVICES AND INTERNAL — - - ; P p -
AUDIT Eliminate fuel contingency 160,000 Fully eliminates contingency and reduces flexibility to respond to higher than anticipated gas and
electricity expenses.
TOTAL CMO & SUPPORT
SERVICES 260,000 0.00] 15.5%
Eliminate Treasury Operations Mgr 71,873 1.00 The Controller and the Revenue Manager will need to absorb the duties and tasks for this position.
FINANCE DEPT Reduces operating expenses for 40,000 Due to various efficiencies, there should be minimal impact from these reductions; efficiencies include
printing, employee training and producing fewer hard copies of the budget document and annual financial report since both are now
postage available on the city's website.
TOTAL FINANCE DEPT 111,873 1.00 4.7%
Reduce Affordable Housing Fee 60,000 Since this program began, actual use of waivers has been well below the $150,000 annual X
Waivers from $150,000/yr to contribution from the GF. The average usage since 2001 has been approximately $87,000/yr. Staff
$90,000/yr anticipates that this reduced funding would cover current activity levels but potential for expanding
incentives would be lost; loss to overall funds used to achieve housing goals.
HOUSING/HUMAN SVCS - - - o - - — P
(includes subsidy to the Reduce Marketing Services to 22,000 0.50 Reduces promotion of programs and activities for seniors; attempts will be made to privatize acitivities
X Seniors associated with this position; this represents a 2.2% reduction to the total budget for Senior Services.
Affordable Housing Fund)
Reduction in General Fund 75,000 Minimally slows progress towards affordable housing goal; each $25,000 adds approximately one X
contribution to the Affordable additional housing unit to the city's affordable housing inventory. Currently, with approximately $2 million
Housing Fund available from housing funds, this would be a reduction of 2-3 units out of approximately 80 new units
per year. This amount is less than half the amount that was restored in 2004.
TOTAL HHS 157,000 0.50 3.2%
Reduce Training for HR Staff 11,000 This 50% reduction in the training budget for HR staff will result in staff attending fewer training
sessions in order to stay current with changing HR laws/practices and to maintain professional
certifications. In addition, staff will continue with in-house self training (sharing experience, case
studies, tools).
HUMAN RESOURCES Reduce Budget for Arbitration, 30,000 Reduces ability to fund unanticipated costs, i.e. outstanding claims or remediations. Limits funding for
Litigation and Special Counsel and arbitration, litigation and special counsel. Departments would need to absorb these costs in the future.
other Unanticipated Employee Costs
Reduce Budget for External Training 17,000 Represents a 50% reduction in funding for outside training and requires that more training be developed
for Citywide Initiatives and delivered in-house. Departments would need to absorb own training costs.
TOTAL HR DEPT 58,000 0.00] 4.7%




ATTACHMENT A-1

2005 BUDGET
GENERAL FUND

ADDITIONAL REDUCTION PLAN

A B C D E F G
Program/
I . 2005 FTE 2005 Reductions . Svc
Department/Division Item(s) 2005 Reduction Reduction as % of Target Impact to Citizens or Internal Customers Restored
by .15%
Reduce funding for IT operating 31,640 One component of this reduction will decrease the capacity of the IT training center from a maximum of
and administration 16 students to 8 students and will limit the ability to offer large training classes. Another component of
this reduction is to eliminate funding for supplemental/temporary administrative staff to assist in
accomplishing large efficiency projects. The final element of this reduction is to eliminate funds for
purchasing IT staff computer hardware.
INFORMATION TECHNOLOGY Redt_lcg funding for Database 18,144 The Qut_est' Database Adm|r?|s_trator (DBA) tOO|.IS a productl\{lty en_hancementlgffmlency tool used daily
DEPT (incl computer Administrator (DBA) Tools by the city's Database Administrators for a variety of tasks, including responding to developer & user
p requests and diagnosing & responding to performance problems.
replacement, technology
IE:gz)and telecommunications Eliminate Applications Developer | 68,445 1.00 Reducing the Application Developer position will have a significant impact on new software
position development/package implementation and will also impact the maintenance of existing applications.
Combined with other reductions, staff anticipates a reduction in software development/implementation of
approximately 3,000 hrs.
Reduce funding for Network 50,486 0.75 Eliminating this position will reduce support for GIS software upgrades and maintenance on city
Services for GIS support workstations. In addition, when GIS related support is not needed, this position works on a team
providing end user and general workstation suppport.
TOTAL INFO TECHNOLOGY
DEPT 168,715 1.75 3.8%
Reduce Branch Weekday Hours 50,420 1.25 The Meadows Branch Library and the Reynolds Branch Library will each close one 11 hour workday X
(11 hrs per week) (Meadows, tentatively, Thursday; Reynolds, tentatively, Monday). For each branch, this equals about a
17% reduction in access to the physical buildings and collections from 2004. Patrons will continue to
have access to the Main Library and one branch facility seven days a week. Remote access to the BPL
website, public catalog and electronic materials collection will continue to be available 24 hours a day.
Reduce Branch Evening Hours 15,506 0.50 The Meadows Branch Library and the Reynolds Branch Library will close from 8-9 p.m. the three
(5 hrs per week) remaining weekdays and close from 5-6 p.m. on Friday and Saturday. In combination with the 11 hour
LIBRARY weekday reduction, this equals about a 25% reduction in access to the physical branch library
buildings and collections. Community groups that utilize the heavily used branch meeting rooms will be
impacted by the evening hour closures. The 5-6 p.m. Friday closing could impact children who regularly
use the branch facilities after school and are picked up by parents after 5 p.m.
Reduce programming FTE by 31% 66,791 1.00 There will be reductions in public cultural programming offerings. The impact will be felt most in the are X

which reduces the number of

of concerts, lectures and special programs, where reductions of up to 30% of current levels may be

concert, films, lectures, and exhibits

seen. The library will be looking at reorganization options to minimize the public impact of this staff

presented each year by 30-40%

reduction. In addition, efforts will be made to post links to other community cultural resources on the

library website.
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