VILLAGE COUNCIL MEETING

BUDGET WORKSHOP

AGENDA

MEETING TO BE HELD VIA ZOOM TELECONFERENCE
Contact visv@vtsv.org for meeting information

TAOS SKI VALLEY, NEW MEXICO
TUESDAY, APRIL 27, 2021 10:00 A.M.

. CALL TO ORDER AND NOTICE OF MEETING
Il. ROLL CALL

L. APPROVAL OF THE AGENDA

Iv. BUDGET WORKSHOP

V. ADJOURNMENT
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Village of Taos Ski Valley
Village Council
Agenda Item

AGENDA ITEM TITLE: Draft Village Budget FY 2022 for Discussion, Review, and Revision
DATE: April 27,2021

PRESENTED BY: Nancy Grabowski

STATUS OF AGENDA ITEM: New Business

CAN THIS ITEM BE RESCHEDULED: Not Recommended

BACKGROUND INFORMATION: As per New Mexico State Statute and the Department of
Finance and Administration (DFA), all municipalities are required to submit a preliminary annual
budget due on June 1% and a final budget due on July 31%.

In preparation for the upcoming budget submission deadline, Staff has attached a copy of the
proposed budget for FY2022 (Attachment A). As Council is aware, the new budget is reliant on
the ending balances of FY2021. The fund balances utilized are as of March 31, 2021, the end of
the 3™ quarter. This is an initial review and discussion of the FY2022 preliminary budget due on

June 1, 2021. The final copy of the preliminary FY2022 budget will be reviewed at the regular
Council meeting in May.

RECOMMENDATION: Staff requests acknowledgement of the FY2022 initial budget.



VILLAGE OF TAOS SKI VALLEY
FY 2022 BUDGET SUMMARY

The Village staff has put together a comprehensive yearly budget to fund daily operations and
expected capital expenditures. The effects of the COVID Pandemic were implicated for the entire
fiscal year. The ability to operate business activity even at a restricted level during the ski season was
accomplished with extraordinary efforts of the business community, Chamber of Commerce and Staff
support. Gross Receipts Tax contribution to the General Fund in FY21 is short of the FY20 results
and even with increased expectations the conservative estimate increase $106,577 GRT for FY22 is
prudent with the uncertainty of the viral threat in the months to come.

Overall we’ve tried to be conservative on our revenue projections. Our forecasting for GRT
above the revenue, or what is referred to as the increment amount, is set at 10% above last fiscal year
projection. We feel this is a conservative estimate due to the strength of construction in the private
sector, even without Village capital improvement projects anticipated this upcoming build season.
Our summary total revenue is forecasted slightly up for this upcoming fiscal year due mainly to
estimated higher visitor volumes during the summer months as well as the promising ski season.
Efforts by Staff to correct the 25% estimated revenue leakage with noncompliant Short Term Rentals
have had positive effects in FY21 not only with registering previously unpermitted operations but
also informing owners of the safety and reporting requirements. Continuing to correct the STR issues
will have a positive effect on the General Fund Revenue in FY22. Unfortunately Contractor expenses
for the Village in FY22 will be primarily for professional services and not construction and so do not
directly impact GRT production in the Village. Staff continues to maintain current expenses flat in
most areas and sought to reduce spending by not filling empty positions. However budgeting to fill a
supervisor and operator positions in the Waste Water plant now accurately reflects the cost for
staffing.

As in budget years prior positive revenue results will not be earmarked for continued
expenditure but instead are intended to fund onetime costs expenses for FY22. Staff stands firm on
the recommendation of placing these funds toward stabilizing capital projects, reducing debt and
strengthening reserves to be used at later dates for; grant matches, capital purchases/projects,
maintenance, or to supplement future loan payments. General Fund cash reserve will target
projection at six month average to allow the Village to cover the slow period (May to October) of the
oncoming year and support debt service. The Incremental GRT previously set aside into reserves
helped to fund the construction for the Village capital projects in FY21. In FY22 unanticipated GRT
should similarly be set aside to fund capital improvement projects and for debt service, or matching
funds for grant opportunities.

With anticipated completion of Impact/Development fee study and incorporation of the
information into the system development and impact fee ordinances, the cost for developing public
facilities will be more evenly shared. The development projects that require continued support from
the General and Enterprise funds will have another source of funding for improvement projects



Enterprise Funds, (01Water/02 Sewer Operating), are enterprise funds and should be self-
supporting. Staff continues to work to get to the “true” plant and operation costs for the water/sewer
systems covered by rate payments. The revenues generated by rates are intended to cover operation
and capital expenses without subsidy dependence. The ability to fund the enterprise operations should
not rely sole on the shifting usage trends. Previous Fiscal budgets depended overly on volume sales
for budget forecasting. The dependence on estimating seasonal usage to set rates could lead to further
instability for enterprise budgets. Last year the Staff recommended increase to rates was rejected and
the General Fund was assigned the extra expenses not covered by user fees. The careful measurement
and evaluation of water usage has given the Village a fairly predictable yearly volume usage to
consider when applying rates. Along with stable adjustment predictors for cost increases, a
dependable rate adjustment can be incorporated over multiple years. Staff has concluded that a yearly
increase to both Water/Sewer rates for base and volume usage services. Rates should be increased
annually by 4% so as to cover all identified expenses of providing service. The annual increase
provision will allow for stability over multiple years of the budget and tracking to tie increases to
costs of service. A dependable revenue predictor that allows for fluctuation in Volume and still
covers the costs of the service was advanced in FY19 and should be considered again in FY22, In
order to gauge the “true” costs for the enterprise operations we need to account for the General Fund
subsidized expenses of the Enterprise operations, debt and for associated costs of operation such as;
billing and accounting efforts, etc., that are provided by staff but not paid by the Enterprise Funds.

01 Historically, Water was predicted to account for 20% of the operation costs and the
department was assigned a budget for labor and expenses until the actual costs are further verified.
Some capital expense for repair and equipment is anticipated, however capital transfers are being
made from the budget to cover project costs not funded by System Development fees. The Volume of
gallons used, tracked with the availability of ski days. A non-reserve contingency fund for meeting
emergency costs should be built up overtime to ensure continuity of service. A Water System Audit is
anticipated after the recently approved Water Study and an Asset Management Plan that follows will
entail some expense next year. It pays for itself in the short term through identification and repair of
leaks in the system. GIS files, TIDD As-Built records, locating equipment and staff time are all assets
that can bring down the cost of the AMP. The water system in FY22 anticipates two projects; the
Kachina Water Tank booster station design and phased construction of thé plant and distribution.
Costs for replacing a certified operator and supervisor are anticipated in the F Y22budget

02 Sewer operations of the new waste water treatment plant have been pressed to handle
variances between rapid peak demand cycles. Though the plant did not always operate at optimal
levels, safety and treatment standards were maintained without undue expense. The plant built for
increased volumes has had final construction with the final completion notice pending. The
development of policy to ensure fiduciary responsibility in operations will make the system more cost
effective. The total fees for service track with water usage and the rates are expected to cover costs
for capital and operations.

Fund 77 Solid Waste Mitigation: Trash collection revenues have not kept pace with the
increased cost for the region and a yearly rate increase of 5% was requested previously. The rate
structure set up in previous years was an effort to make Fund 77, Solid Waste, a sustainable fund.
We have not matched revenues to demand and allocated more public works staff time to Solid Waste.
Conducting a recycling operation will add additional costs, however those are unknown at this time
and should be gauged against the increased cost of paying the Enchanted Circle Landfill in FY?22.



Fund 70 Village Complex apartment units are accounted for as an enterprise fund since the
facility was anticipated to generate revenue against expenses and be self-supporting over time. After
site and building improvements were completed, permit ready upgrades were finished by the
management company. The units were operating in the red and control over revenues was lost to the
Village. After COVID restrictions, operation of the facility for residential apartments became even
more problematic and the units are used as temporary offices for Police, Inspector, EMS and one
retail renter. Recent approval of a Fire Administrative Office makes available additional grant
funding to house a Fire Department office on the property.

Fund 05 Roads Fund: Construction to improve Streets throughout the Village is funded
somewhat by NMDOT Local COOP grants but identifying local funding sources is a challenge. GRT,
Gas Tax, MVD registration, Impact Fees transfers do not cover the continuing needs for repair and
construction of facilities. Many staff hours are dedicated to keeping the public roads safe and
drivable. Additional hours are utilized making access to public roads and assisting vehicles in need.
The opportunity for large road project funding has become more available with recent legislation and
the 30% design of Twining Road allows for further grant acceptance as state and local funds are
offered to municipalities. Thunder Bird/Emie Blake, TIDD road construction requires staff review as
they are constructed, to observe development of the road before it is transferred to the Village.

FUNDING RESERVES:

Once again, one of our main focuses in this budget cycle is to continue building reserves. We
are seeing results and our budget continues to get healthier, which has allowed the Village to pursue
additional funding opportunities and capital projects. This year staff would like to propose the
following transfers into reserve accounts:

* 181038, $20,000 Reserve
e 021042, $100,000 Reserve

It is vital for VTSV to continue to build reserves not only to prepare for unexpected costs,
but for better planning and forecasting of Village priority projects, maintenance, and equipment
purchases. Past transfers for reserves are helping to cover capital expenditures. Other transfers are for
debt service and capital expenses.

SALARIES & BENEFITS:

Once again, the year has been a very busy year for all Village departments. Our Staff continue
to take responsibility for additional workload and projects. Because of the outstanding efforts by
dedicated employees in times of crisis and throughout the year, the Village Administrator would like
to propose up to a 3% Classification /COLA for all personnel, with the understanding that the Village
Administrator reserves the option to recommend to Council additional percentage adjustments for
identified personnel.

The Self Insurance Fund has not reported cost as to yet but after FY21cost relief, some increase
should be predicted. General Liability and Auto rates may remain the same. Law Enforcement
Liability and Public Officials Errors & Omissions are expected to increase substantially due to the
recently passed legislation removing some protection. The base property coverage rates are also

3



expected to go up with members with poor loss experience seeing even higher increases. The only
changes in Work Comp would be related to experience modifiers. Our premium should decrease as
our mod continues to drop.

An increase of employer contribution of 0.25% is predicted from PERA; staff contribution to
maintain the same match for PERA coverage. And, the staff maintains recommendation of the health
incentive expense.

CONTRACT LAWYERS:
With all the projects for the Village, our Contract Lawyer has been active in FY21. If legal

action is required to defend our resident interests, the Village may need to ask for adjustment of
budgets during the fiscal year.

CAPITAL IMPROVEMENT PROJECTS

This year our project list includes (by priority): ATTACHED
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