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INTRODUCTION

This document has been prepared to supply information to the Mayor, Board of Trustees
and citizens of Orchard City concerning the activities and resource requirements of their
town government. This annual budget is designed to supplement the financial information
with major highlights and narrative information regarding the Town’s services and projects
for 2020. The format used in this budget document contains many of the techniques used
during the development of the budget. For this budget the Town organization is divided
into different funds [General Fund, Road Fund, Water Fund, Water Capital Construction
Fund, Water Acquisition Fund, Park Fund, and Conservation Trust Fund]. Although each
fund has its own dedicated revenue sources, some funds require a transfer from another fund
in order to have a balanced budget.

Also found in this budget are financial summaries for each fund, as well as, individual line
iten accounts, which are more detailed. In order to help the reader understand the
information for each fund or budget unit the following explanations are offered:

ADMINISTRATION COSTS: Appropriations for personnel including salaries, insurance, and
retirement.

GENERAL OPERATING COSTS: Appropriations for everyday operating expenses such as
utilities, office supplies, vehicle fuel and maintenance, telephone, building maintenance,
property and casualty insurance, etc. These accounts should not include expenses for capital
outlay. Capital items are generally described by a certain dollar cost and/or a longer life
expectancy. Examples of capital items are vehicle purchases, street construction and major
park improvements. However, in past years certain capital items such as vehicles have been
purchased out of general operating costs. In the future such expenses should be budgeted as
capital items.

CAPITAL OUTLAY AND/OR PROJECTS: These are appropriations for higher dollar items
with a longer life span as described above. Examples of capital outlay include large vehicles
and equipment, water line replacements and street projects.

TRANSFERS: This is simply a transfer or movement of money from one fund to another.
This can occur to increase the resources available to a certain project or to balance a fund.
One specific example would be a transfer from the General Fund to the Park Fund in order
to have enough money to complete a park project or to help pay for maintenance of the
Town Park so the fund does not have a deficit. Any transfers from an enterprise fund to
other general operating funds would be treated as a loan in that it would have to be paid
back with interest.



BUDGET MESSAGE
December 11, 2019

Mayor and Board of Trustees
Town of Orchard City, Colorado

This budget is based upon input by Town employees, Committee Meetings and input
received from the Board of Trustees at several budget workshops held September
through December 2019.

As we developed the budget we tried to be both realistic and conservative on the
revenue side as well as the expenditure side. The current condition the local
economy makes it even more important for us to conserve our resources while still
delivering services to our residents.

Orchard City does not levy a sales tax or a property tax. Most of the Town’s income
is derived from a portion of resources that are shared with other state and local
entities. Examples are the Highway User Tax Fund, Mineral Leasing and Severance
taxes. We have no control over these sources of revenue which makes it even more
imperative for us to develop a responsible and prudent budget for the Town. The
only revenue sources that the Town has control of is the water and water capital
construction fees.

2020 Proposed Budget

The local economy continues to be in a stable financial position. Many revenue
sources continue to decline or hold steady. This situation was kept in mind as we
developed the budget for 2020. Both revenues and expenditures are budgeted with
a conservative bias in order to protect the Town’s resources for future years while
still providing quality services to our citizens.

Most revenue for 2020 is expected to remain constant with a few unpredictable
drops in certain sources. The Town began investing with Colotrust in October 2018.
A continued increase in interest revenue is anticipated.

Budgeted expenses for 2020 will stay within the limits of the Town’s revenue and
fund balances. It is very prudent to maintain a healthy balance in each fund which
can be used for emergency expenses or to offset a decline in revenue. There are two
funds with this exception as they do not support themselves and may require a
transfer of money from the General Fund.

» The Park Fund does not support itself so it typically requires a transfer of
money from the General Fund. The 2020 budget provides a transfer from the



General Fund in the amount of $32,501. This transfer will help fund the
continued maintenance provided at the park.

» The Road Fund is no longer able to sustain itself with the declining revenue in
HUTF and the higher cost of road maintenance. It is the hope of this Board
that the community will become aware of the failing Road Fund and that
future projects will have be supplemented by other sources. The Board
proposed three tax referendums in the April 2018 election for citizen
consideration and they failed. The Town will continue to follow the outlined
road projects with priority given to the most traveled roads.

Major road projects scheduled for 2019 are $117,350 for chip seal approximately 2
miles of road, crack seal project and $15,000 in engineering fees for improving the
bridge railing as required by the State. The Road Fund will continue the replacement
of any town owned culvert if there is a failure. The cost to purchase a used mini
excavator will be equally divided between the Road and Water fund $30,000
($60,000).

The major water fund purchase for the Town in 2020 is replacement of two trucks
at an estimated cost of $40,000 each ($80,000), purchased a used mini excavator
$30,000 to help perform maintain and repairs on the water distribution system. A
onetime transfer of $1,869,774 to the Water Capital Construction Fund is budgeted
to help pay for the additional filter at the treatment plant. The Town is aggressively
seeking grants and exploring loans as a source of revenue to help offset the cost the
treatment plant expansion. The Board wants to continue to maintain healthy fund
balance should an emergency arise. The Water Capital Construction Fund budgeted
expenses for treatment plant expansion is estimated at $2,819,000 for the addition
of a new filter cell at the treatment plant to meet future water demands and have
redundancy should an existing filter fail. The Hillcrest Road water line replacement is
estimated at $278,000.



GENERAL FUND

The General Fund is the “main” fund for the Town. As mentioned above, the Town
is constrained in its resources because there is not a Town sales or property tax. The
chart below shows the revenue sources for the General Fund. As you can see, this
revenue is mainly generated from outside of the Town and mirrors the local and
state economy.

General Fund Revenue

State Revenue
2%

The total revenue expected for the General Fund in 2020 is$339,009.

The General Fund is responsible for the overall administration of the Town and its
services. This includes planning, building inspection, Town Clerk duties and functions,
and financial management including investment and bill processing. All or a portion
of the costs for the Town Administrator/Town Clerk, Utility Billing Clerk and
Building Inspector are in this fund. Some of their time is also charged to other funds
for the time they spend in that fund related work such as processing water bills.

When General Fund expenditures exceed revenues it is usually because this fund is
used to subsidize other funds such as the Park or Road Fund. In spite of this we still
have a balanced budget in the General Fund and all other funds of the Town.
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ROAD FUND

The Road Fund provides maintenance of the Town’s streets and roads as well as
minor and major road construction projects. Any surplus which may occur can be
used for capital items. These operating expenses are fairly minimal and include some
preventative maintenance items such as shoulder work and weed control.

The revenue sources that are dedicated to the Road Fund are quite small, projected
revenue is in the amount of $186,511. This level of revenue makes it difficult to keep
up with the annual maintenance required to prolong the service life of the Town’s
roads. Also, these revenues can change dramatically from one year to the next or
they could also be changed by the State Legislature.

Revenues dedicated to the Road Fund are not sufficient to fund a major road
improvement project every year. In the past, major street and road projects have
been subsidized by grants and/or transfers from the General Fund. Because the
General Fund is pulled in different directions, it is not a steady and reliable source of
funding for major road repair and construction.

The lack of sufficient capital revenue in this fund makes it virtually impossible to
perform the improvements that are needed each year to get the maximum life out of
the Town’s roads.

Road Fund

B Town Revenue M County Sales Tax  m State Revenue
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WATER FUND

The Water Department collects, treats and delivers fresh mountain spring water to
our citizens and customers. This fund is an enterprise fund which means that it is not
supported by taxes and its fees/revenues are designed to cover its expenses. The
Water Fund’s operating expenses are adequately covered by its operating revenues
(monthly charges). However, when capital projects are added, it becomes difficult to
support all the projects that are needed.

Capital revenue, such as tap fees, is designed to pay for capital projects such as plant
expansion, water storage and replacement of water lines. However, tap fee revenue
can be very volatile. All revenue from tap fee sales will go into the Water Capital
Construction Fund.

Capital expenditures for 2020:
» $80,000 replacement of two trucks at an estimated cost of $40,000 each
» $30,000 purchased a used mini excavator to help perform maintain and
repairs on the water distribution system,
» $1,275,657 transfer to Water Capital Construction Fund



WATER CAPITAL CONSTRUCTION FUND

This fund was created to receive the revenue generated by the five dollar per month
fee that was added to water bills beginning in the fall of 2009.

This fund is strictly a water capital projects fund. This means that it will receive funds
for capital projects and show the expenditures for the capital projects for the Town’s
water system.

The major projects budgeted in this fund are:

» $2,819,000 Treatment Plant Expansion
» $278,00 Hillcrest Road Waterline Replacement

WATER ACQUISITION FUND

This is a new fund for the Town which is being created to accurately track the
revenue and expenditures that are received for the conveyance of water. A portion
of all water tap sales is applied to this fund.

The purpose of this fund is to acquire and maintain an adequate supply of water for
the Town. This fund will receive all the water conveyance payments and will also
show all expenditures that are related to this. The Town Board wants to make sure
that all the water conveyance money is properly accounted for and is used for the
intended purpose which is the acquisition of water. The amount of money received
in this fund depends on the level of construction in the Town which can vary greatly
from year to year.

2018 was considered one of the worst droughts in recent history. The Town
implemented drought rates to encourage conservation. In doing so, the Town
received approximately $123,700 more revenue when compared to the previous
summer water revenue. The budget reflects this gain to be transferred from the
Water Fund to the Water Acquisition Fund for 2019. Also, $50,000 has been
budgeted for any viable water shares that could become available throughout budget
year.
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PARK FUND

The Park Fund includes maintenance and expansion projects for the Town's park
including the Field of Dreams Baseball Complex. City parks are generally paid for by
a mix of fees and user charges along with money from the General Fund. Most cities
try to recover a certain percentage of their operating/maintenance costs for facilities,
which charge a fee for use. The full cost of maintenance is rarely recovered, but, the
Town’s park is at the very low end of the scale.
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CONSERVATION TRUST FUND

The Conservation Trust Fund was set up to receive allocations from State lottery
funds. Historically, the Town has received between $25,000 and $35,000 annually
from these funds. The money received in this fund can only be used for certain
expenses such as the addition of new park facilities.

In the past, some of this money has been transferred to the Park Fund to help pay
for park expansion and improvement projects.

The budget for 2020 reflects $10,600 in capital improvement projects or purchases.
Capital purchases are3 exercise machines, new dog mitt dispensers, paper towel
dispensers, soap dispensers, and new tires for utility vehicle.
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