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As noted during the Budget Presentation and subsequent work sessions, the current economic
environment presents certain challenges, both in forecasting non-property tax revenues and
estimating certain expenses.

In addition, there are certain budget aspects that we typically estimate given the timing of when
we receive actual costs for the following year. The two most impactful are liability insurance
costs (including cyber security) and employee/retiree health insurance costs. In recent budgets
we have estimated these costs based upon past premiums, including cost escalators. This was
done again in late October for the 2023 Proposed Budget. This week we received actual costs
for 2023 health insurance, with an unprecedented cost increase of 15-22% over last year. As a
result, we must amend the Proposed Budget to reflect the additional expense of $255,000.
Recognizing the sensitivity to tax increases in the current environment we have again reviewed
all revenue assumptions, and expenses and are recommending the following amendments.
Please note that the following recommended revenue changes were provided earlier this week in
a separate memo.

1. Increase Revenue Assumptions by $150,000 (a reduction in the tax rate of .53%)

e Increase Sales Tax revenue by $100,000
e Increase Interest Income by $50,000

2. Increase Health Insurance Expenses by $255,000 (an increase in the tax rate of .90%)
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3. Decrease Expenses by $168,000 (a reduction in the tax rate of .59%)

Decrease Consultant costs by $27,000

Decrease Salaries and Benefits by $48,000
Decrease Building Improvements by $50,000
Decrease Material & Supplies expense by $43,000

In total these proposed changes will decrease the 2023 Property Tax Levy by $63,000 or .22%
(5.24 % to0 5.02%).

As a reminder, the proposed budgeted tax increase includes the following components (assuming
the adoption of the changes outlined above):

3.24%  Base Operating Tax Increase
.89% Road Resurfacing ($250,000)
.89% Flood Mitigation and Resiliency ($250,000)

5.02%

To the extent the Council wishes to further reduce the tax rate you could reduce or eliminate one
or both of the additional items. In doing so we would use other sources of assumed fund
balance, grants etc. for this year. In both of these cases you could consider tax rate increases in
the context of future budgets. For the 2023 budget a 1% tax increase equates to $282,000.

Revised Budget (assuming the amendments above and the elimination of $250,000 for either
streets or flood projects):

3.24%  Base Operating Tax Increase
.89% Flood M/R or Street Resurfacing (or a smaller combination of each)
4.13%



