






CENTERVILLE

CITY COUNCIL
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Item No..l.

Short Title: Public Hearing - FY 2016 Tentative Budget and proposed employee compenstion plan, including appointed

and elected officials, and the Justice Court Judge' s salary

Initiated By:

Scheduled Time: 6: 00

SUBJECT

RECOMMENDATION

Conduct a public hearing on the FY 2016 Tentative Budget, then continue the hearing to the June 16 regular City

Council meeting. Adjoum into an RDA meeting to conduct a public hearing on the RDA's FY 2016 Tentative Budget,

then continue that public hearing as well to June 16.

BACKGROUND

State law requires a public hearing before the City Council adopts a Final Budget for FY 2016. This is typically held

during the first regular council meeting in June, two weeks before adoption of the Final Budget in the second regular
meeting in June. This year, however, the first regular council meeting was on June 2, making it unlikely the residents

would receive the budget newsletter via the utility bills several days before that date. Therefore, the City Council

agreed to hold a special meeting on June 9 at 6:00 p. m. for this public hearing. The Council also agreed to continue

the public hearing to the June 16 regular meeting, during which the Council is also expected to adopt the Final Budget.

The City Manage~s Budget Message (attached) is recommended as a starting point for those wishing to get an

overview of the Tentative Budget.

State law also requires that the compensation of appointed and elected officials be one of the specific topics subject to

the budget public hearing. Other than the Justice Court Judge, the appointed officials are included in the compensation

plan embodied in proposed Ordinance No. 2015- 13, which is attached. This Ordinance will be acted on in the June 16

meeting as a part of adopting the Final Budget. However, it is attached for the June 9 special meeting so the public
will have opportunity to comment on it, if they wish, during the public hearing at 6 p. m. that evening. The three exhibits

to Ordinance No. 2015- 13 constitute the employee compensation plan. The following points may be of interest to

residents who may want to comment at the public hearing:
The Salary Administration Guidelines (Exhibit "A" to Ordinance No. 2015- 13) proposes a 1. 0 % increase in the

pay ranges. This is referred to as a market adjustment and does not translate into a pay raise for the

employees.
Employees do not receive cost-of-living pay raises (known as "COLAs"). Employee pay raises are governed by
the pay matrix percentages in the Salary Administration Guidelines. Employees who meet or exceed

expectations will receive a percentage increase dictated by their current salary placement within the pay range--

ranging from 3. 5% in the first quartile to 2. 0% in the fourth quartile. These pay raises will be funded by an

amount in the FY 2016 Tentative Budget that equals 2.5% of all employee salaries.

Employees who are rated as consistently exceeding expectations C' sustained outstanding performance") can

receive an additional increment that is funded by an amount equal to 0. 5% of all salaries within each

department. A department head can also use some of the 0. 5% pool to award lump sum bonuses to employees
for reasons mentioned in the Salary Administration Guidelines. Department heads make recommendations for

the use of this 0. 5% pool to the City Manager, who must approve any use of these additional funds.

State law provides guidelines that govern pay raises for justice court judges. Bottom line, a justice court judge must

receive a pay raise each year that is at least equal to the average pay raise of other city employees. Therefore, the
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I recommend the C~y Council adopt my Proposed Budget as the "Tentative Budget," which

would initiate a period for public comment. The City Council can revise the Tentative Budget
before adopting a version as the "Final Budget" at their June 16 meeting. As required by State

law, the City Council should hold a public hearing on the Tentative Budget prior to adoption of

the Final Budget. I also recommend the Council meet in a work session prior to the public
hearing to review and discuss budget issues or concerns.

I wish to personally thank Blaine Lutz, Finance Director/Assistant City Manager, for his

assistance and key role in the preparation of the Proposed Budget.

Overview of ProDosed Budaet

My Proposed Budget for the fiscal year beginning July 1, 2015 ( known as FY 2016) maintains

current operational service levels. However, it falls short of what I believe is needed to keep our

roads and parks infrastructure in good condition. There are potential revenue sources on the

horizon that can increase funding for these needs, if approved by the voters. I refer to the

Transportation Sales Tax and RAP Tax. The City's current revenue stream will also not be

sufficient to meet the anticipated long- term needs of the South Davis Metro Fire Agency. These

budget pressures and potential new revenue sources are explained later in this Budget
Message.

My Proposed Budget assumes no property tax increase.

In the Enterprise Funds, the City Council has already approved a 112% increase in drainage
I utility fees that will first appear on the utility bills at the end of July. The Council made this
j
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hours. This is expected to reduce the number of times the Fire Agency has to call on other

entities to assist with EMS calls.

The Fire Agency's primary revenue sources are assessments to each member city, paramedic
funding from the County and ambulance service fees. I anticipate continued pressure on South

Davis cities to increase their assessments to fund future staff increases to accommodate

population growth. Assessments will also increase at some point to fund that portion of the

Agency's current debt service which will not be paid from fire impact fees and to pay for future

expansion/ replacement of the Centerville fire station.

Conversion of the South Davis Metro Fire Agency to a special taxing district would enable it to

levy its own property tax for both operational and capital needs. This possibiiity continues to be

discussed among the member cities without consensus. A potential source of additional funding
currently being pursued by member cities is to convince Davis County to impose a property tax

county-wide for paramedic services and distribute those revenues to the various EMS agencies
in the County according to a fair formula.

EnterDrise Services and Fundina

The City provides drainage utiiity, solid waste collection and culinary water services using the

enterprise approach. In other words, these services are fully funded with user fees.

Drainaae Utility - As noted earlier in this Budget Message, the City Council has approved a

112% increase in drainage fees. These increases will first appear on the monthly utility bills at

the end of July 2015. These fees4nown as "drainage utility" and "subsurface drain" fees-

have not increased since being imposed in 1999 and 2001, respectively. The additional

revenues will be used to fund an ambitious capital improvement/replacement program

recommended in the latest update of the Drainage Master Plan. More than $6 million in

drainage projects- mostly replacement of existing drainage infrastructure, is recommended

over the next 10 years. The City Council chose not to issue bonds for these projects but use a

pay-as-you-go approach. The first year of this capital plan is funded in the FY 2016 Proposed
Budget.

Solid Waste Collection - The City will continue using Ace Disposal during FY 2016 for

curbside pickup of household garbage, recyclables and green waste. Since Ace Disposal and

the solid waste district are not increasing their rates this year, I recommend no increase in these

user fees.

Culinarv Water - The 2011 Capital Facilities Finance Plan and User Rate Analysis for the

water system recommended a three-step rate increase over three years (FY 2012, 2013, 2014)

to fund a combination pay-as-you-go and pay-as-you-use (I.e. some bonding) scenario to pay

for capital improvements. Those rate increases were implemented as recommended and $2. 1

million in new bonds were issued in 2012. The 2011 report anticipated the need for additional

rate increases after 2014 to fund future projects ( primarily water main replacements) and to
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offset the effect of inflation on O& M costs- but recommended the water system capital plan first

be updated again, followed by another user rate analysis.

There was no water rate increase in FY 2015. Neither the capital plan nor the user rate analysis
has been updated since 2011. I recommend both the capital plan and rate analysis be

updated in FY 2016. The capital plan should be updated in coordination with revisions to the

Streets Maintenance Plan, to maximize the benefrts of replacing old water mains at the same

time as street overlays and reconstruction. These updates will take some time. If the City
Council wants to replace old water mains on a strictly pay-as- you-go basis (i. e. no new.

bonds), this approach will require more than incremental rate increases based on

inflation. Therefore, in order to moderate the future increases that will be needed, I

recommend the Council approve a 5% rate increase for FY 2016. This would essentially off-

set the impact of inflation on water system ccsts since rates were last raised two years ago.

Personnel Costs

There are no new positions in my Proposed Budget. Fortunately, contribution rates for the

State Retirement System have finally stabilized and will not increase this year. Also, the City
will renew its employee health insurance plan without any premium increases. My Budget does

include funding for pay raises. In my opinion, ccntinuing to compensate employees fairly is

important to the ccntinued delivery of quality services. I have included funding for pay raises

averaging 2.5% for those employees meeting expectations, plus a 0.5% bonus pool to

recognize ' sustained, outstanding performance". Centerville City's compensation plan does not

include "cost-of-Iiving adjustments', or COLAs. There are no step increases within the pay

ranges. Pay raises would vary, depending on an employee's performance and position within

the pay range. The City Council needs to approve guidelines for this year's pay raises, which

will be one of the subjects in a work session prior to adoption of the Final Budget.

CaDital Proiects and EauiDment

Beginning on page xii, I have identified department head requests for equipment and projects
exceeding $ 1000) and which of these requests are included in my Proposed Budget. The total

of all capital expenditures funded in the Proposed Budget is about $2.7 million, excluding the

Redevelopment Agency.

Lona-Tenn Financial Obliaations

The City has the following long-term financial obligations: 1) repayment of water revenue

bonds; 2) an annual pledge for UTOPIA; and 3) repayment of bonds issued for construction of

the Davis Center for the Performing Arts. The Proposed Budget includes the payments due in

FY 2016 for each of these obligations.

Water Revenue Bonds - The City issued water revenue bonds in 2012 for water system

improvements. This bond issue included $ 2. 1 million in new borrowing and refunded the
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Captial Equipment & Projects IFY 2.~ 201610V" $ 1,0001;

crtvCauncll

Mitigation fund (re-approprlated)

Finger scan (grant)
Administrative

Online municipal code

Laptop
l!lIll!l<

Subdivision Ordinance

fiDw!
Misc. Replacements- IT

Network

Emenlfmev lIIanaaement

Equipment
Police

3 Replacement vehicles

5 Laptops w/printers
8 Portable Radios

Liauor Law funds

Emergency equipment
3 Radars (replacements)

elI!I..allmiIl

Upgrade shop lift

AUdata light duty program

Diamond concrete cutler

Bobtail dump truck.

4x4 dump truck with plow
Salt rack: for 10 wheeler

Backhoe change out

Lease payment
Tree trimming
Frontage road sidewalk

Street projects
lm

Server

Gang mower (replacement).
Flat bed truck

Lawn sweeper
Small equipment
Trash cans

Citizen service projects
Island View playground
NEinfield soil

Community park playground slide
catv Hall Ruildinn

Polish restroom floors

Digital HVAC controls

Remodel front office/lobby
Council! sound

Public Works FlIcllltv

Celling fans

Grates for washbay

Washbay man doors

Roof exhaust fans

LED lights
Paries bulldina

Shop heater

Cnmmlll1nv DevE!lonment

Consultant South Main

SlIbtotaIGelHlralFund

Streetprc;ecls

Equipment

xii

Department
ADDroved

5, 000

7,500

1, 500

1, 000

20,000

7,500

6, 000

2,950

116,000

12,000

22,000

2,500

9, 500

20,500

1, 500

1, 300

163,000

55,000

10, 000

5,700

45,345

15,000

50,000

1, 601, 843

5,000

7,500

t,500

1, 000

20,000

7,500

6,000

2,950

116,000

12,000

22,000

2,500

9,500

1, 500

1, 300

55,000

10,000

5,700

45,345

5,000

50,000

650,000

10,000 $ 10,000

94,000

48,000

31,000

6,000

3,000

5,000

45,000

10, 000

7,500

6,000

11, 000

50,000

5,000

3,800

3,000

3.000

4,400

8,000

2,000

95,000

0

6,000

3, 000

5, 000

0

0

0

11, 000

5,000

5, DOO

3,800

3, 000

4,400
5,000

2,000

1, 601, 843

10,000 $ 10,000

S? !iMl ~~R S1 ? O!i AM

650,000

Funded by grant

Funded by grant

Sum for either/both

Potential RAP tax

Potential RAP tax

Potential RAP tax





















Salary Administration Guidelines - FY 2016

Page 2

1. Currently the Council's intent is to base the midpoints of salary ranges on the third

quartile of the midpoints ofpay ranges for related jobs in the job market. This will not be

an exact match due to the need to maintain internal equity in the compensation plan.

2. Salary ranges are divided into four equal parts, called quartiles. The lowest salaries are in

the first quartile, and the highest salaries are in the fourth quartile. For example, if a job
has a minimum annual salary of $30,000 and a maximum of $42,000, the first quartile
would range from $30,000 to $33, 000; the second quartile would range from $33, 000 to

36,000 and so on.

3. Salary ranges overlap extensively, so an experienced, high-performing employee in one

grade level can earn the same as or more than a less-experienced or lower-performing
employee in a higher grade level.

4. Normally salary ranges move higher each year to keep in line with conditions in the job
market. Normally these adjustments do not result in cost-of-living raises for employees;
however, the City Council reserves the right to approve cost-of-living increases in lieu of

or in conjunction with merit increases.

Merit Increases

At the beginning of the Fiscal Year, an employee may receive a merit increase, or raise.

This increase is based on the employee' s performance and is affected by the quartile that the

employee' s salary is in, market salary conditions, and budget availability. The chart below

shows the potential raise available in Fiscal Year 2016 ( effective with the payroll period
beginning July 5, 2015), depending on the employee' s performance and where the employee' s

current salary falls within the pay range assigned to his/her position. The percentages in this

chart are likely to change from year to year. An employee' s base pay cannot exceed the

maximum of the pay range for his position. Therefore, employees at or near the maximum

may not be eligible for the percentages shown in the 4th quartile below.

151 Ouartile 2nd Quartile 3rd Quartile 4th Quartile

Consistently
Exceeds Expecta- > 3. 5% > 3. 0% > 2.5% > 2.0%
lions (" sustained

outstanding
performance")

Meets or Exceeds 3. 0 - 3. 5% 2.5 - 3. 0% 2.0 - 2.5% 1.5 - 2.0%
Expectations

Needs Improvement < 3.0% < 2.5% < 2.0% < 1.5%

Seriously Deficient 0% 0% 0% 0%
at risk of

Termination)

Salary admin guideiines(2016). 6-16R2015
























