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MILFORD CITY COUNCIL
MINUTES OF MEETING
May 18, 2020

A virtual meeting of Milford City Council was held on Monday, May 18, 2020, to discuss the proposed Fiscal Year 2020-2021 City of Milford Budget.
										
PRESIDING: 		Mayor Arthur Campbell
	
IN ATTENDANCE: 	Councilpersons Daniel Marabello, Mike Boyle, Lisa Peel, Todd Culotta, 
			Owen Brooks Jr, Douglas Morrow, Jason James Sr. and Katrina Wilson  

STAFF:		City Manager Mark Whitfield, Police Chief Kenneth Brown and 
City Clerk/Recorder Terri Hudson 

In an effort to adhere to social distancing protocols and best practices imposed by Governor John Carney’s State of Emergency Declaration effective March 13, 2020, the City of Milford has canceled all public gatherings until further notice.  See May 18, 2020 Council Meeting agenda and packet for additional information.   

Call to Order	

Mayor Campbell called the Council Meeting/Budget Hearing to order at 7:03 p.m.

Several City of Milford Staff Members were also present.  

Introduction and Review of Proposed City of Milford FY 2020-2021 Budget

Finance Chairman Jason James pointed out there were some discrepancies with the current year-to-date figures shown on tonight’s budget.  He anticipates a different draft will be presented on Wednesday.

Mr. Whitfield concurred adding that all corrections will be made prior to the final document being prepared and presented.  He emphasized the main goal tonight is to review the expenses in the various line items, though there is a need to consider the differences between years.   

He noted that in moving forward to the new year, Council needs to be aware of several continuing issues that will need to be addressed:

1.	Due to General Fund budget constraints, a number of projects originally slated for completion in 2020-21 have been deferred.  All of these are necessary projects, and pending grant monies or other funding sources, could come to fruition.  However, presently the City lacks the financial resources to complete those projects.
2.	Due to the lack of lot sales in the business park, the Economic Development Fund has been nearly depleted.  With various funding commitments, a number of items earmarked with Economic Development Funds had to be moved to the General Fund, which has added additional strain in that area.  
3.	No General Fund money will be used to fund the Customer Service Department.  Approximately 13% of Customer Service expenses are attributed to tax collection services.  Allocating these costs to the General Fund has been delayed due to inadequate General Fund monies.
4.	Utilizing Real Estate Transfer Tax to fund the general police expenses is not sustainable.  Due to the fluctuation and unreliability of steady income, it is recommended that Real Estate Transfer Tax revenue be dedicated to Capital Projects, in lieu of funding on-going operations.  Capital expenses can be delayed, though on-going police expenses cannot.
5.	Utilizing General Fund Reserves to fund the five police officers authorized in 2018 for a three-year period ending this year.  Council’s recommendation in 2018 was to fund the officers in the General Fund Operating Budget beginning in 2022. Unfortunately, the growth of the Real Estate Assessment Tax has not materialized as originally anticipated.  Given the depletion of the General Fund Reserves and the continued need for these officers, Council will need to consider future tax increases in order to fund the costs of those officers.
6.	The budget has been balanced by using $796,876 from General Fund reserves, which is basically unspent 2019-20 monies. This represents negative budgeting in the projected income which does not cover projected expenses.
7.	The cost of the School Resources Officers exceeds the income from the agreement with the school district for two officers. A new agreement needs to be negotiated with the school district for future funding as the City is now subsidizing the cost of the officers.
8.	Interdepartmental transfers from water, sewer, electric and solid waste were increased 10% over the FY 2019-2020 budget in order to balance the budget.  Relying on enterprise funds to balance general fund operating expenses is not a good practice.
9.	The budget uses Real Estate Transfer Tax revenue and Municipal Street Aid for funding street improvements.  The present level of income from those sources may not be sufficient to fund needed improvements in the future, given the other funding pressures that have been relieved by the Real Estate Transfer Tax revenues.

The current fiscal condition of the City is stable and the proposed budget is a balanced budget.  Water and Electric Reserve Funds are healthy and building permit revenues are growing. As discussed, funding decisions to improve the City's General Fund Capital Reserves (typically used for capital equipment, vehicles, building repairs and street improvements) is required to have a stable fund for future street maintenance, equipment replacement and facility maintenance and repairs.  Dependency on Real Estate Transfer Tax Revenues and General Fund Reserves to fund police operations needs to be considered.  State Community Transportation Funds, Real Estate Transfer Tax, and Municipal Street Aid cannot be counted on to make up the difference for needed infrastructure improvements and repairs.

ln the coming year, it will be extremely important for the City to implement sound financial policies and practices, to ensure financial stability for Milford’s future.

Potential impacts as a result of the coronavirus followed, though currently, the City is holding steady with building permits.  

Unfortunately, utility bills are presently at an 18% delinquent rate, which is more than double the average due to the Covid-19 situation.  Our concern is the longer we allow customers to postpone payments and eliminate late fees, the bigger impact it will have on these customers. A much more in-depth strategy will need to be considered, to ensure the City’s future financial stability long term.  We had to adjust during the coronavirus pandemic, while considering the financial challenges it has placed on many of our residents, by suspending service disconnections and waiving new late payments fees and charges they typically would have received. It is unclear how any resulting lost utility revenues may be addressed when normal conditions return. Revenue shortfalls are often recovered by higher electricity rates in future years, though regulators could be reluctant to increase rates if the economic activity remains low.

The budget review then began.

GENERAL FUND

City Administration P10-11  

The following line items were discussed:

An administrative assistant was budgeted last year, but has not yet been filled. It is included in this year’s budget to be filled Jan 2021.

The ICMA Fellow is now included in the salary line item.  Previously, those costs were shared between two municipalities. This year, a full-time position is being recommended with a hire date of January 2021.

A new line item has been created for the planned three to four-year compensation study.  Because of the new financial environment caused by Covid-19, the problem we were experiencing filling entry-level positions may no longer be an issue.  At this point, he recommends postponing until spring 2021.

A new item in all departments is tuition reimbursement, which aligns with the recent ordinance adopted by City Council.  Presently, $20,000 is budgeted for this fiscal year.

Not all monies earmarked for records retention was spent last year and there remains a need to address the boxes of records that were brought up from the basement and are currently stacked throughout City Hall.  We need to proceed with that project which require personnel costs, shelving materials and other associated fees.

City Hall cost allocations increased substantially and will be discussed when the City Hall budget is reviewed.  

Other than that, there were very few changes in expenditures.

Councilmember Peel asked that we also include the possibility of adding family plans health care costs to this year’s budget in lieu of individual coverage, considering the work force furlough and layoff situations at this time.  City Accountant Sandra Peck confirmed the benefits are calculated at the current staff levels.  

With open enrollment, HR Administrator Jamesha Eaddy said that there has only been one employee impacted this fiscal year. Open enrollment closes May 20th.

It was later noted that Mr. Whitfield’s salary continues to be partially paid from Public Works this year.  Once a new Director is hired, Mr. Whitfield’s salary would be paid 100% from Administration.

Councilman James questioned the allocation and believes it should be 100% under the City Administration from the date his appointment as City Manager was made effective. 

City Hall Allocation P16

Mr. Whitfield reported that contract services is up slightly due to the generator, boiler and elevator fees the increased.  Building maintenance is also up due to some normal maintenance upgrades that is needed.

Given the level of cleaning now needed as a result of Covid-19, resulted in additional cleaning costs. 

The work associated with waterproofing the basement is ongoing. The side steps and parking lot still need to be completed.  Work also continues in the IT area and should be completed this fiscal year.   That money was allocated in the current year and contracts have been executed.

City Council P27

Additional money was included in this year’s budget for Council expenses, as well as employee recognition.  One thing being considered is the implementation of a wellness program this upcoming fiscal year.  

Expenses increased due to more people attending meetings and trainings, and the salary line item increased as a result of the additional Council meetings being paid in comparison to previous years.

It was confirmed that new laptops were paid in the current year’s Council computer expense line item.

Other items increased due to the additional number of City employees in various departments.  In addition, there is an upcoming event in June and associated costs related to employee events, that will leave approximately $350. The establishment of an employee wellness program include health fairs, step challenges and other events that support and encourage health and fitness fun.

When asked about money allocated for upcoming community festivals, Mr. Whitfield confirmed there was funds distributed to DMI for the Ladybug Festival and it was suggested they keep the money for next year’s event.  That amount was reduced as a result in FY 20201.

The City Clerk verified Council approved $30,000 for the Ladybug Festival and $25,000 for the Anniversary Celebration of the Riverwalk Freedom Festival.

Milford Public Library will again be provided with $25,000 due to the citywide services they provide.

Councilmember Peel questioned the use of the funding next year for the festival because Council authorized it for use this year.  Councilman Culotta agreed that Council never approved funding for 2021 and questioned rolling it over into the next year.  

A discussion followed regarding whether or not the full $30,000 should be returned to the City this year, before it is used to pay a third party for a future event.

Councilmember Morrow pointed out the budget is approved year by year.  Any amount allocated for something in the current year should be returned and considered again the following year.  The City may need that money for its own budget and emphasized it is an unknown at this point.

Councilmember Culotta did not recall approving perpetual funding for the Ladybug Festival though Council approved the full funding for this year only.

Councilmember Morrow agreed that the $30,000 needs to be returned to the City for future consideration.  

It was agreed by Council should request the funding be returned and that the line item adjusted.  Councilmember Peel pointed out there is a high possibility of a tax increase next year, so many of requests will need to be reconsidered due to the different climate.

Other funding requests will be later revisited. 

Planning Department P12-13

Planning Director Rob Pierce then reviewed his department’s budget.

The Planning Department’s budget increased by $16,000 due to temporary wages in the amount of $10,500 for administrative assistance.  This is due to the increase in workload over the past 24 months with building permits.  Temporary staff has been assisting with documentation and imaging services and he would like that to continue.

This part-time help will also assist with coverage when staff is on vacation.

Regular wages also increased by $6,000.

Legal expenses increased by $5,000 to $35,000.

Last year $25,000 was earmarked for help with updating the zoning and subdivision codes.  The process was started, but the allocated money was not spent and will carry over into the new fiscal year.  

Code Enforcement & Licensing Division P14-15

Mr. Pierce reported an increase from $402,000 to $412,000.

The salary and wages line items have the largest increase, with training increased by $3,000 to accommodate the three code officials and one permit technician’s certification needs.

When asked if the third-party inspection company is no longer needed, Mr. Pierce said he will continue to use them and the reason for the $36,150 in contract services.  They provide backup for the three building officials if building and construction continues to increase.  The inspection firm was also used to keep things moving forward during plan reviews and inspections.  

Once his code officials are certified in residential/commercial building construction, outsourcing those services will no longer be needed.

Another agreement will need to be executed this year, though they will only be used for building construction, plan reviews and inspection services.  All rental inspections will be handled by his staff.

Councilman Marabello asked why $26,500 is needed when the projected year end is only $12,600, Mr. Pierce explained it was budgeted at $35,000 last year.  However, they were not used as much this past year, though they have been used more frequently the past few weeks.  He anticipates spending closer to $20,000, though there was some padding added in case some of the growth takes off.

Finance P17-18

City Accountant Sandra Peck reviewed the Finance Department’s budget.

She reported there is an approximate $64,000 increase, though that will only last one year and will be eliminated next fiscal year. 

[bookmark: _Hlk41494865]The budget reflects the transition based on the expected retirement.

The only other change is that the CAMA tax software costs has been moved from Finance to Customer Service, as well as the Tax Assessor costs.

All other expenses are in line with the current fiscal year.

The contract services line item of $20,000 is for the anticipated work related to the expected transition.

When asked by Councilman James if the accounting software project was started in FY2020-21, when could Council anticipate seeing some benefits as far as efficiencies and soft/hard returns to remove some of the burden on the current staff.  Ms. Peck feels that most likely the results would be seen the following year, because the ERP is out and that entire process will need to be completed, after which it will come back to City Council with a decision on whether or not to move forward, along with the findings and recommendations.  

She confirmed the ERP is part of the IT budget.

Information Technology	P19-20 

IT Administrator Wes Banasan was available for questions.

City Manager Whitfield noted the $80,000 increase in wages in salaries.  He recalled the software support position in Customer Service that is now vacant.  He recommended that position be moved to IT and the reason for the increase.  In addition, that role is being reviewed and could potentially end up being an IT Director, in part due to Mr. Banasan’s potential retirement. 

There is also a need for a software support position and the reason what is needed continues to be evaluated.

Contract services ERP line item was moved to IT, as was discussed earlier.  Proposals are scheduled to be opened next week.  That will provide a better idea of the actual costs, though the award will occur in the new fiscal year.

Some additional funding was also added to training.

Mayor Campbell asked the purpose of the software maintenance line item, Mr. Banasan explained software maintenance is for the Central Square software.  Central Square is approximately $95,000 and the balance is for the other five or so software programs that integrates into Central Square.

Councilman James asked why there is an increase of $14,000, Mr. Banasan explained that this year, $11,000 was needed for virus protection and will become an annual cost in the future.  In the past, each department paid for their licenses for computers and laptops.  Because of the confusion with billing, he felt it was more cost effective to handle through one bill and he now pays for a site license for all City departments.  In addition, 5% is added each year based on the projected annual increase.

Mayor Campbell asked if Mr. Banasan is overseeing the Police Departments’ new software so they can remain connected with the State of Delaware.  Mr. Banasan confirmed that strictly falls under the Police Department finances because their network system actually belongs to DELJIS (State of Delaware).  

Customer Service P45-46

Customer Service Manager Suzannah Frederick was in attendance and reported their overall expenses were reduced by approximately 7%.  

As was discussed, the CAMA Software and tax assessor expenses were transferred to Customer Service, because her department is currently completely handling the tax work for the City. 

Contract services were reduced as a result of savings with the change of a janitorial services.

Training costs decreased with the HR Manager bringing in-house training to all staff, in addition to using the EAP Work/Life support services from Health Advocates through the State of Delaware.  

The office equipment line item is the result of the need for additional shelving for storage of boxes so they can be removed from the basement floor.

Other than these few items, all other line items remain the same.

Ms. Frederick confirmed that overtime has been reduced with the new staff that was hired which allowed a much better schedule with very little overtime.  She hopes to continue with that once the State of Emergency is lifted.

When asked why the credit card fees increased by approximately 20%, Ms. Frederick explained that more customers are paying on line.  The fee has not increased, though more accounts are being paid by credit cards which increased the overall number.  

She also explained the increase in the Pinnacle line item is the result of growth and more bills being generated and associated postage fees.  

Police P21-22

Chief Kenneth Brown reported the biggest line item increase in his department is in contract services.  That line increased from $70,000 to $213,050 for their records management conversion.

Because Microsoft ended Windows 10 support, Milford Police were required to upgrade their CAD software, which also includes records and evidence management.  Though they planned to operate without it, the State of Delaware threw his department off their system. The overall costs were initially more than $200,000 though it was reduced to $145,000.

The second item involves the Axon Body Camera Contract and the amount of storage required.  With the current contract, they pay for a certain amount of storage and within a couple weeks, they have exceeded that amount.  Because of the State’s retention policy, they are unable to delete any videos.  The current system is three-years old and they are just starting to purge some, but that leaves no room for new videos.  By purchasing an unlimited package, they will never have to purge a video again.

In order to get the unlimited service, they have to purchase all new body cameras and all new fleet cameras for every vehicle, including the 13 patrol vehicles.  In 2.5 years, they will be given the opportunity to upgrade again.  

This comes at a cost of approximately $43,779 annually, though this first year is only $16,700 because they will be receiving a credit for what has been paid for their current cameras.  They are presently paying $30,000 annually.

Another increase is in equipment maintenance/repair of $8,400 for new radios, though the majority were paid for by grants.

Materials and supplies decreased by $2,000 and that money moved to the copier account.  

Uniforms and accessories increased by $3,600 due to the need to replace more bullet proof vests.  Dry cleaning costs have increased significantly due to the additional five officers and increase in fees.  

Chief Brown confirmed that of the five officers added last year, he is only down two officers though he had all positions filled at one time.

Mayor Campbell reported that Chief Brown recently added another K-9 unit.  The $3,500 reflected in the budget is for food and other maintenance expenses.  The dog, collar and kennel were paid with funding from a grant.

Parks & Recreation P25-26

P&R Director Brad Dennehy provided a synopsis of changes to his budget.  He reported that most of the line item costs align with last year’s expenses.

He referenced the salaries/temporary wages reduction which was the result of the transfer to contract services.  This involves the costs of the City’s temporary grasscutters.

The salaries and wages line item appear to have increased significantly, but has an unfilled position that he had planned to fill in March, just prior to the Covid-19 pandemic.  That position has not been filled as a result, and is reflected in that line item.   

City Accountant Sandra Peck explained there was additional funds requested for the grass cutting needed this spring due to the wet weather we’ve experienced.  One of the budget adjustments moved $30,000 from the original salary/wage line item because of the position that was vacant. It appears there is a significant increase but in fact, that was included before the pandemic.

Mr. Dennehy added that they have put a lot of their capital projects on hold as good stewards of the City’s money.   Instead they will be trying to take care of some housekeeping items in house.  The basketball courts need to be repaved and some minor repairs done.  

The Riverwalk handrail and lighting project was removed due to its $100,000 price tag, though he will continue to pursue grant funding for projects.

Mayor Campbell and Mr. Dennehy then discussed some other third-party programming possibilities/partnerships for the Riverwalk and surrounding parks.

Ms. Peck confirmed the cost of the temporary grasscutters was always in temporary wages, but was moved to contract services and will remain there moving forward.

Councilman James questioned the increase in the salary and wage line items.  Ms. Peck explained the initial salary and wage line item was $369,140 of which $30,000 was transferred into the temporary wages, with $100,000 initially approved.  The additional $30,000 increased that line item to $130,000.

She emphasized the overall funds did not increase, only funding moved from one account to another, based on Mr. Dennehy’s estimate of what will be needed for grass cutting expenses.

In the new FY21 budget, $100,000 in grass cutting expenses were added to contract services and are part of the $134,820 shown.

Mr. Dennehy then spoke about the grass cutting challenges at Milford Community Cemetery that are now paid directly by the cemetery and the City is no longer a pass-thru.

Receipts/Revenues P8-9

The City Accountant then reviewed the revenue accounts.  She noted that in addition to the final year of funding from the RTT for the five officers, the budget was balanced using almost $800,000 from general fund reserves.

In economic development, we will have an expected balance of $2,289 left until additional lots from the business parks are sold. This will be the last year to fund DMI and others from that fund as a result.

[bookmark: _Hlk41502648]The real estate taxes are based on the same growth as the prior year of 3.9%.  With penalties, there was one year with increased revenue that was tied to monition sales.  However, that slowed down and the line item will remain at the lower amount.  

Licenses and permits are constant and were based on this year’s activity. We will need to keep an eye on that in case there is a drop off due to Covid-19.

Police related revenues is consistent with the current year.  

The State Police revenue is calculated on employee count and funding that is available.  That amount is unknown at this time and is based on the last matching payment.

The School Resource Officer contract is for $150,000 and the officers’ salaries and benefits exceed that amount. The excess funds collected from prior years were used as a result.  However, that was the last of those funds and will no longer be available in future years.

The miscellaneous revenues include a number of leases, rentals and franchises that remain pretty consistent.  The one area showing an increase is the CATV franchise fee that dramatically increased this year and is budgeted at that pace.  The one area reduced was earnings on investments, which as Council is aware, interest rates are again very low.

Mayor Campbell confirmed the projection for this current year is $47,213 and the FY21 budget is at $20,000 which Ms. Peck agrees will come in much lower. That number was based on the April 30th actual and depends on how much ends up in reserves.  Essentially, that is interest collected on tax revenues during the fiscal year, with many of those reserves already budgeted for expenses.

Councilman Marabello pointed out the earnings through the first nine months this fiscal year are over $600,000 and asked if there might be a digit missing.

Ms. Peck will follow up with Mr. Portmann, though she pointed out this is only on the general fund revenues (tax revenues primarily).  As of March 30th, $35,410 had been earned.  The projection was based on that and Mr. Portmann recommended reducing it to $20,000 due to the lower interest rate. 

It was confirmed the business license projection covered the time frame of January to December (calendar year).  The majority of renewals is typically completed by March.  The $30,000 projected for FY20-21 covers July 1, 2020 to June 30, 2021.

When asked why there was no projected income for this fiscal year, Planning Director Pierce believes it is probably lumped in with one of the other license revenues though he is willing to try and pull that out.  He shared that only 15 to 20% of the businesses register for a license for this year.

Mr. Pierce informed Council the deadline was pushed back because of the Covid-19 shutdown though the original date was July 1st.  No follow-up notices have been mailed as a result.

Councilmember Peel questioned the number of police officers and the fact we are down two, and asked if the numbers in the budget realistically reflect what will be spent on officers’ wages knowing we have a time frame to get more officers hired. 

City Manager Whitfield explained the salaries are projected and are not based on full-year positions.  The two were included as ten-month employees and were the result of Chief Brown’s comments about the problem with recruiting.   

Councilmember James pointed out there is an increase of $155,000 in the FY20-21 budget over the previous year projection.  So there has been a cushion added which he has no problem with.

Councilmember Peel wanted to sure that what was being considered, is in addition to what was needed from reserves to cover the officers’ salaries.

Councilmember Marabello then questioned the $2.5 million transfer out of electric.  He said his projection is the expenditures in the general fund will be below the projected budget and does that mean some of that money will be returned to the electric fund; Mr. Whitfield confirmed that it remains in the general fund.

A discussion then followed about the additional $500,000 that is transferred from real estate transfer fund and Councilmember Marabello recommends weaning that down over the next two years.  Originally, there was $725,000 being used to balance that department’s operating budget.  However, he is concerned that because this is unsustainable funds, there needs to be an attempt to fund it from other revenues moving forward.

City Manager Whitfield recommends using RTT for larger capital improvement items. However, that should be deferred so the City can be prepared, in case there is a significant dip in RTT.  He wants this done to prevent laying off employees if it got to that point.  Right now, when there are positions open, and the income does not come in like it should, some tough decisions will need to be made in terms of expenditures and could result in not filling vacancies or laying off employees.  

Mr. Whitfield reiterated that RTT is not a sustainable source.  Currently, there are three main goals for next year’s budget.  One is the capital fund and how to fund capital projects moving forward.  He also wants to evaluate the RTT to see how we can juggle some funding around. 

The other is equipment depreciation and the replacement fund.  Right now, there is no depreciation fund and it has been a goal of his for the past four years to get that fund up and running.

The last one is inner-departmental transfers.  Mr. Whitfield wants to create a good allocation plan.  He thinks it will take some time, but consideration is needed in relation to a ‘fair’ rate and what should be charged to each department.  In recent years, the budget has been balanced, based on the inner-departmental transfers as was done again this year.  It involved anywhere from a 3 to7% increase over past years to a 10% increase this year.

His concern is that is also not sustainable and the City needs to be prepared for any challenges with user fees in an attempt to make those transactions defendable.  

Mr. Whitfield’s goal is to have a depreciation fund next year.

Economic Development	P2,14

As the City Accountant previously discussed, the City Manager reconfirmed that because we have not sold any lots in recent years, there is no income in this account.  As a result, if everything that is projected is spent this year, the fund will be depleted next year.

Police Enhancement

Ms. Peck reported the current balance on the police enhancement fund is $179,350.  The account was started last year and this year’s receipts are $161,572.

It was confirmed the fee remains at .75% of the total construction costs.

Wrap-Up/Adjourn

When asked about follow-up questions, Mr. Whitfield encouraged Council to send him any questions and he will be glad to provide answers and disperse that information so everyone is on the same page.  

If needed, another meeting can be scheduled.  As a result, a tentative meeting was added on June 1st.   In the meantime, he will add the budget to the May 26th agenda for further discussion.  

There being no further business, the Budget Hearing was adjourned at 9:08 p.m. and will resume Wednesday evening at 7:00 p.m.

							Respectfully submitted,



							Terri K. Hudson, MMC
							City Clerk/Recorder
		

