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QUESTION:  During the presentation there was mention that the 1.2 cent increase for the general fund is overdue: Why? Why didn’t we do it earlier? What is the rationale for increasing taxes for the general fund?

RESPONDENT:  Kenneth C. Pennoyer, Director Business Management  
                        
RESPONSE:  The reduction in fund balance below our target level at the end of FY17 indicated the need for additional revenue in the FY18 Budget to restore fund balance, however the results of FY17 were not known until after the FY18 Budget was passed.  Therefore a tax increase was not recommended for FY18.   Based on our current projections we believe that FY18 may also finish with a further reduction in fund balance.  Basically, our revenues have not kept pace with our costs.  We have used budgetary savings to balance budgets to the extent possible, but that strategy is no longer sufficient to balance the budget.     

The rationale for increasing the tax rate is that we need the additional revenue to avoid a budgetary deficit in FY19 that will drive our fund balance even lower.  At this point our undesignated fund balance is below our 22% target and we need to rebuild those funds.  The fund balance is the Town’s reserve or rainy day fund that protects us from unforeseen events that could have negative consequences on our ability to maintain services.
  
The attached document further explains the Town’s use of fund balance to balance the General Fund budget and the history of how we arrived at this juncture.
 




















