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City of Oak Ridge, Tennessee

MISSION STATEMENT

To provide the finest in municipal services
with efficiency, effectiveness, and fairness to all.

To investigate, innovate, and demonstrate
newer and better methods and processes to improve
service delivery in fulfillment of our stated trust.

To assume leadership roles in administrative
relations and staff assignments to bring credit and
distinction to the community in which we serve.

To appreciate the specialness of all citizens
and to afford each the proper care, respect, and
interest given to all our neighbors and friends.

To remember that a complaint or a problem
is an opportunity from which to address issues and
concerns of our community.

To contribute professional and personal
support in times of need and to celebrate and share in
our successes as a community and team.

To recognize that our only purpose is to
service those who have empowered us to do so -- our
citizens.

Office of the City Manager
December, 1990




GOVERNMENT FINANCE OFFICERS ASSOCIATION
Distinguished
Budget Presentation
Award

PRESENTED TO
City of Oak Ridge,
Tennessee

For the Fiscal Year Beginning
July 1, 1999

G 2 Jf e o

President Executive Director

The Government Finance Officers Association of the United States and
Canada (GFOA) presented an Award for Distinguished Budget
Presentation to the City of Oak Ridge for its annual budget for the fiscal
year beginning July 1, 1999.

In order to receive this award, a governmental unit must publish a budget
document that meets program criferia as a policy document, as an
operations guide, as a financial plan and as a communications medium.
The award is valid for a period of one year only.

We believe our current budget continues to conform to program
requirements, and we are submitting it to GFOA to determine its eligibility
for another award.
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BUDGET MESSAGE

This section, beginning on page 1-2, contains the City Manager’s proposed budget message to
City Council. The budget message outlines the parameters used by staff to prepare the fiscal
2001 budget. City Council instructed the City Manager to present a fiscal 2001 proposed budget
that maintained current service levels. The budget message presents an overview of the
budgeted revenues, expenditures and operating transfers of the General Fund and details the
primary changés in those budgeted amounts from the prior fiscal year. Budget deliberations
primarily focus on the General Fund since the operations and transfers of that Fund are
supported by the property tax rate, which is adopted at final reading of the budget. The
appropriation ordinance adopted a property tax rate of $2.57 per $100 of assessed value for
fiscal 2001, a 26-cent increase over the prior year’s tax rate. In the budget message, the City
Manager discusses the impact of local economic conditions, which have been affected by federal
downsizing, on the property tax rate. The City Manager also lists some of the planned
technological advancements, which are necessary for Oak Ridge to perform current service levels
in a more effective and efficient manner.

Only minor modifications to the proposed budget were approved by City Council during budget
deliberations. The adopted appropriation ordinance, including a listing of the modifications
approved by City Council, is presented in the Appendix of this document on page X-1. These
modifications are also outlined in the Budget Summaries section of this document beginning on
page III-2.
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Honorable Mayor and
Members of City Council

City of Oak Ridge

Oak Ridge, Tennessee

Dear Mayor and Members of Council:

By way of this letter, city staff is forwarding the proposed operating and
capital budget for fiscal year 2001 beginning July 1, 2000, through June 30,
2001, for your review and consideration. This budget has been developed in
accordance with the City Charter, applicable city ordinances, state and
federal laws, and city policies and procedures.

We are pleased to submit a budget that combines our exceptionally high gquality
and distinctive service levels with public affordability. Additionally, other

worthwhile service levels and issues will be offered for consideration. We
believe that City Council and the public will appreciate the investment value
offered.

The development of the budget is guided by the broad operating parameters
established by City Council, including:

. Foundations of Excellence Spending Plan - Where a budget is
presented which supports current operational levels and references
the Foundations of Excellence Spending Plan.

L Multivear Budget Management Plan -- Where a systematic drawdown of
the General Fund fund balance is planned with targeted tax rate
and fund balances designed toc match current revenues with current
obligations by the year 2006, with an ending unreserved fund
balance of a minimum $5,000,000 when combined with the Schools
fund balance;

L Compensation Philosophy and Policy -- Where the Pay Plan will be
adjusted in an amount that does not exceed the current rate of
inflation;

o Operational Budget Policies on Personnel Actions -- Where the city

will attempt to avoid layoffs and will schedule, whenever
possible, to achieve reductions-in-force through attrition; and
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) Comprehensive Plan -- Where the policies and goals =stabiished in
the Comprehensive Plan, coupled with the Goals and Obje: :ivas
Program, Utility, Park Development, and Traffic/Transportation
Plans of the city will serve as the framework for the future
direction of the city.

The Proposed Fiscal Year 2001 General Fund Budget of $30,828,465 has been
developed within the established operating parameters and reflects a sound
work plan that continues the tradition of high-quality municipal services to
the community. The budget is comprised of $13,804,216 for municipal
operations and $17,024,249 in operating transfers.

Revenues

General Fund revenues, other than property taxes, are budgeted to increase
$1,457,579, which equates to a 27-cent reduction in the property tax rate.
Bbout half of this increase, $694,395, is from increased in-lieu-of tax
payments from DOE and the city’s Electric and Waterworks Funds. Anderson
County sales tax collections are budgeted to increase $275,000 based on the
opening of Home Depot and the potential expansion of Wal-Mart. Roane County
actual sales tax collections to date this fiscal year have been significantly
below fiscal 1999 collections and are not anticipated to meet the fiscal 2000
budget level. The fiscal 2001 Roane County sales tax collections are budgeted
at the FY 2000 level. Revenues from CATV franchise fees are budgeted to
increase $66,000 based on terms in the current contract. The budgets for
income tax and interest income were increased by $287,000 based on historical
collection patterns and increasing interest rates. The remaining budgeted
revenue increase of $135,184 is based on state-shared taxes and grants that
are not reflective of the performance of the local economy.

For General Fund revenues, the short-term outlook is not strong. Nearly every
source of revenue is projected to be flat or declining in FY 2001. In
particular, sales tax revenues, the second largest revenue source for the
General Fund, have been declining and are projected to remain flat in FY 2001.
A flat or declining revenue base places enormous pressure on the property tax
rate. It is important to note that revenue enhancement is critical to the
long-term future of the c¢ity and the primary way to enhance revenues is
through economic diversification—realizing that City Council has already made
the decision to move toward a balanced 50/50 public/market economy.

There are some bright spots in the local economy. Housing starts are beginning
to increase. Appropriation of construction funds for the Spallation Neutron
Source (SNS) as well as support for the modernization of Y12 provides cautious
optimism for the future. Continued expansions of existing businesses such as
IPIX, as well as the location of new businesses such as Client Logic, are
positive indicators of improvement in the local economy. Additional retail
development as described above is also a positive indicator. Unfortunately,
at least in the short term, these positive announcements have not provided any
boost to the city’s revenues.
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There is one significant item that is yet to be resolved. The city received
$940,500 as a one-time sales tax settlement in FY 1998. This amount will be
added to the city’s revenues assuming the levy stands. At last review, the
case was in court and has not been completed. If this levy stands, the
proposed tax rate could be reduced by 4 cents,

Property Tax Rate

To support the proposed General Fund budget of $30,828,465 (includes
expenditures and transfers), a tax rate of $2.57 per one hundred dollars of
assessed valuation 1is proposed. This is a 26-cent increase over the $2.31
fiscal 2000 tax rate.

Fund Balance

The proposed tax rate will maintain a fund balance of over §7,000,000, just
under the original projection in the “SCORE” plan for FY 2001. This is in
addition to funding by the end of FY 2001 of over $40,000,000 in capital
assets that were not envisioned by the original “SCORE” plan. This capital
investment is equivalent to nearly 80 cents on the tax rate at the projected
assessment rate.

Expenditures

Major General Fund expenditure drivers include:

General Fund Tax Rate
Description Amount Equivalent
Schools 723,703 13.2
Capital Maintenance Fund 410,000 7.5
Additional Debt Service - Schools ($356,158) & 363,458 6.6
Municipal ($7,300)
Municipal Employees Merit Pay 118,525 2.2
Municipal Pay Scale Adjustment (1.73%) 118,132 2.1
Street Resurfacing 105,000 1.9
Traffic Signals & Street Lights 79,876 1.5
Retirement Rate Increase 72,524 1.3
Repair & Maintenance of Computers & Buildings 67,487 1.2
Senior Center Rent 63,254 1.2
Police & Fire Vehicle Charges 52,662 1.0
Utilities for Municipal Operations 39,185 0.7
Economic Diversification (Chamber of Commerce 38,947 0.7
and Convention & Visitors Bureau)
Total 2,253,763 41.1

As explained in the revenue section above, with minimal increases in non-
property tax revenue growth and a transfer of a portion of the fund balance,
the recommended property tax increase is 26 cents.

I-4




The funding of capital projects continues to be the largest single contributor

to the increase in General Fund expenditures. For FY 2001, $410,000 is
proposed to begin funding a capital maintenance fund and $363,458 in
additional debt service payments are required. These two capital funding

mechanisms are contributing the equivalent of 14.1 cents to the proposed
property tax increase of 26 cents. The city continues the struggle to catch
up from decades of deferred maintenance to the community’s assets and
infrastructure systems. The challenges that still lie ahead will require a
substantial commitment of time, effort and resources, and are fundamental to
the future viability of the community.

Service Enhancement through Technological Advancement

Staff efforts will also be directed to projects and activities that improve
the quality of community life and serve as building blocks for the successful
economic diversification and environmental improvement so necessary for future
viability. These projects are outlined in the Fiscal Years 2001-2006 Capital
Improvements Program and the FY 2001 Goals adopted at the February 21, 2000,
City Council meeting.

Key among the goals for FY 2001 are the proposed technological advancements.
While major advances were made in the city’s Y2K compliance program,
considerable technoclogical improvement is still necessary. Through improved
technology, human and financial resources should be released from routine
report preparation and file management resulting in more effective public
services. Three major technological initiatives are proposed for FY 2001.

First is the continued implementation of the “Wisions” software package. As
you may recall, this package provides enhanced public safety dispatching,
report preparation, and file management. Key to this improvement is the
implementation of the mobile data terminals—microcomputers in vehicles.
Scheduled first is the installation of the terminals in police vehicles to
permit report preparation and filing electronically from police cruisers.
This methodology allows police officers to remain visible in the community
while preparing and forwarding reports electronically. Increased police
visibility serves as a deterrent to traffic violations and more serious crime
in the community. After successful implementation in the Police Department,
it is planned to extend the technology to other field oriented departments
beginning with the Fire Department.

Second, it is recommended that the city join with the property assessors of
Anderson and Roane counties, as well as other entities within the counties, in
the joint implementation of a Geographic Information System (GIS). Such
system will provide the opportunity to combine spatial information (maps) with
electronic databases to more effectively manage and evaluate various planning,
development, and maintenance projects. Creation of the mapping system can be
combined with the dispatching module of the “Visions” package thereby allowing
dispatchers to give emergency responders more accurate information concerning
the location of various incidents. Implementation of the system is viewed as
critical to enhancing the staff’s ability to manage and evaluate spatially
related data.




Finally, it is recommended that the much-discussed electronic Records
Management System be initiated. Now that this municipal corporation is over
40 years old, a significant number of paper records have been accumulated and
must be maintained as permanent records. Maintenance of paper records has
become increasingly expensive in terms of climate controlled storage space and
management. It is also increasingly difficult to research in these records in
terms of their volume alone, not to mention the fact that they are stored in
various facilities throughout the city. In order to preserve these legally
required records, as well as ease their search, an electronic Records
Management System is necessary.

Funding ($450,000) for these projects has been included in the proposed
Equipment Fund budget for FY 2001. While these projects have no impact on the
General Fund in FY 2001, use charges of $50,000 will be necessary in FY 2002.

In order to proceed with service enhancement, it is vitally necessary that the
city improve its technological ability to manage and use the data and records
it acquires. While reduced expenditures are not a direct result of this
effort, new expenditure avoidance in the future can be expected.

Economic Development Agencies

Funding has been proposed in the FY 2001 Budget for several agencies that
provide economic development and tourism-related services to the city. The
Oak Ridge Convention and Visitors Bureau, Chamber of Commerce, Tennessee
Resource Valley, East Tennessee Industrial Development Association (ETIDA),
and Melton Hill Regional Industrial Development Association (MHRIDA).

For the Oak Ridge Convention and Visitors Bureau (ORCVB), $171,719 is proposed
for operation in FY 2001. This is an increase of $21,719 over the FY 2000
funding level and meets the ORCVB’s request to maintain the current service
level. It does not provide funding for enhanced services, but merely
recognizes that operational costs are increasing and that state funding used
during FY 2000 is no longer available.

For the Chamber of Commerce, $215,415 in funding is included in FY 2001. This
amount represents a 10 percent increase over FY 2000 funding, plus an increase
of 1.73 percent, which is equivalent to last fiscal year’s increase in the
Consumer Price Index. The programmatic emphasis of the Chamber continues to
be directed toward marketing and economic development opportunities that will
create a diversified 1local economy. Such funding will cover ongoing
administrative expenses for the programs and activities undertaken on our
behalf. The $215,415 budget is in line with contractual commitments adopted
by City Council.

For the Tennessee Resource Valley (TRV), a $25,000 contribution is recommended
and budgeted for FY 2001. Significant progress in the development of this
regional marketing program has been recorded during the past several years,
with the City of Oak Ridge remaining a key component of such marketing
efforts. The recommended $25,000 contribution is unchanged from last year.
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The East Tennessee Industrial Development Association (ETIDA) is included in
an estimated amount of $23,500. The Tennessee Valley Authority (TVA)
reimburses the city for a matching portion of this grant.

For the Melton Hill Regional Industrial Development Association, §15,000 is

recommended in support of its activities. This is the same funding level as
last year.
Staffing

A total of 358.36 staff years is included in the Personnel Schedule for this
year. This is an increase of 2 staff years over the revised FY 2000 total.
An Assistant City Manager for Public Affairs has been added to the schedule
that will return the contracted Special Assistant’s position to the staff.
Costs related to this position are shown net of the $44,000 contract under
which a portion of these services is currently provided. The position of
half-time Senior Staff Attorney has been upgraded to a full-time Corporation
Counsel and a GIS Coordinator has been included for half a year.

Salaries and Benefits

A 1.73 percent cost-of-living pay adjustment (COLA) has been included in this
budget. Using the guidelines in the Personnel Ordinance, an adjustment of
1.73 percent, which is the average rate of inflation for Fiscal Year 1999, is
recommended. The impact on the tax rate is 2.1 cents. The rate of inflation
began increasing late in Fiscal Year 1999 with the rate for January 2000 at
2.7 percent.

Funding for the continuation of the pay-for-performance or merit component of
the Compensation Plan has been included again this year, which permits "100"
Series employees to be eligible for up to a five percent merit increase, while
"200" Series employees will be eligible for a performance-based increase only.
During FY 2001, staff will be studying enhancing the pay for performance
portion of the “100” pay scale with goal of placing all city employees on a
strict pay for performance system while maintaining a market competitive
salary schedule allowing the attraction of new, top-quality employees.

Salary changes for "200" Series employees, which is comprised of senior
managers and technical staff, are entirely performance based to encourage the
highest levels of performance in those key positions. The total impact on the
property tax rate is 2.2 cents.

Other Agencies and Boards

Funding for the Social Service programs provided by Aid to Distressed Families
of Anderson County (ADFAC) 1is proposed at $150,000 for FY 2000. The
recommended contribution is unchanged from last year. In addition, the
proposed budget includes $3,000 for the Sexual Assault Crisis Center, and is
unchanged from last year.
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For the Arts Council and Youth Advisory Board $9,500 and $9,000, respectively,
are proposed in the FY 2001 budget. This 1is same funding level as the
previous year.

Major Budgetary Recommendations Report

Significant program considerations and changes for FY 2001 are addressed in
the Major Budgetary Recommendations Report, which will be presented to City
Council under separate cover. Additional information contained in the report
includes:

Geographic Information System;
Records Management System;
Property Demolition Funding;
Fire Department Overtime;
Retirement System Changes;
Taxi Coupon Program

Recognition and Thanks

The development of the budget is a significant project undertaken each year by
staff, requiring the support and effort of many city staff in all departments.
Coordinating this process is the Finance Department, which 1is assigned
programmatic responsibility for this task and is responsible for the quality
of the management information presented herewith.

Many City employees play crucial roles in the research, preparation, and
completion of the various budget related documents for which thanks are made.
Without their assistance this document would not be possible.

It is my honor to present the FY 2001 Proposed Budget for your consideration.

All city staff stand ready to assist you in the careful deliberation of this
work plan to meet the long-term goals and objectives of the city.

Respectfully submitted,

e

Paul C. Boyer, Jr.
City Manager
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CITY OF OAK RIDGE
GENERAL INFORMATION

LOCATION

The City of Oak Ridge is located in the eastern part of the State, approximately 22 miles northwest
of Knoxville. The City occupies a southern portion of Anderson County and an eastern portion of
Roane County. Nearly ninety percent of the City's taxable parcels are located in Anderson County,
while only about ten percent of the parcels are in Roane County. Oak Ridge is approximately
ninety-two (92) square miles in area and includes the plant and facilities of the U.S. Department of
Energy. Residential, commercial and municipal owned portions of the City make up nearly thirty
(30) square miles. The remaining area of the City is owned by the Department of Energy. The
population of Oak Ridge according to the 1990 census was 27,310.

Oak Ridge borders the Clinch River's navigable waterway for 42 miles along the shores of Watts
Bar and Melton Hill Lakes. Two state highways, Route 95 and Route 62, intersect in the middle of
the City. Access to Interstates 75 and 40 is within S miles.

HISTORY

The City of Oak Ridge has a unique history. This area was selected by the United States
government in 1942 as the location for its production plants for uranium 235, a component of the
first atomic bomb. Constructed by the U.S. Corps of Engineers as part of the secret World War |
"Manhattan Project’, the early task of the plant was the separation of fissionable uranium-235 from
the more stable uranium-238 by an electro-magnetic process. Some 80,000 workers were hired for
emergency construction of the laboratories and offices in the then 56,000-acre site.

The original townsite was built during World War Il to house and furnish necessary facilities for the
employees of the uranium plants. This project was transferred to the Atomic Energy Commission
in 1947, and the community was operated by contractors under the control of the Atomic Energy
Commission.

In 1955 Congress passed Public Law 221, which aliowed the Atomic Energy Commission to sell
the homes and land to the residents, and to give the City all municipal facilities if it voted to
incorporate. By 1959, all housing had been sold, and residents voted overwhelmingly in favor of
incorporation under a modified city manager-council form of government.

GOVERNMENTAL STRUCTURE

The City is governed by a modified City Manager-Council form of government. The governing body
of the City is a seven member City Council. Approximately, half of the City Council is elected on a
non-partisan basis every two years for a four-year term of office. Following each regular City
election, the City Council elects one of its members as Mayor to serve for a two-year period as
ceremonial head of the City and presiding officer of the City Council. The City Council appoints the
City Manager, who is the chief administrative officer of the City. As chief executive officer, the City
Manager appoints all other City employees except the City Attorney who is appointed by City
Councit.
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The City School System is governed by a five member Board of Education elected at large to four-
year terms of office. The Board of Education appoints the Director of Schools who serves as the
chief administrative officer of the school system.

The City provides a wide range of services characteristic of similar jurisdictions in the State
including public safety (police and fire protection), education, refuse collection, cuiture-recreational
programs, street maintenance, public improvements, planning and zoning, economic development
and general administrative services. The City also provides electric and water and sewer collection
and treatment services.

FINANCIAL OPERATIONS

As required by the City Charter and generally accepted accounting principles (GAAP), all City
funds and account groups are organized according to standards established by the Government
Accounting Standards Board (GASB). The City's financial reporting system is designed to provide
timely, accurate feedback on the City's overall financial position and includes, at a minimum,
quarterly reports to the City Council. All City financial statements are audited annually by
independent certified public accountants.

The City has received annually the Government Finance Officers Association (GFOA)
Distinguished Budget Presentation Award for its annual operating budget since the inception of the
award by GFOA. The award recognizes that the annual operating budget meets program criteria
as a policy document, as an operations guide, as a financial plan and as a communications
medium.

The City has received annually the GFOA Certificate of Achievement for Excellence in Financial
Reporting for its Comprehensive Annual Financial Report since the City was incorporated. The
Certificate of Achievement recognizes that the City's financial statements meet the strict standards
of GASB.

The City operates under several broad multi-year budgetary policies. The most notable of these
policies is the Multi-Year Budget Management Plan which was initiated in 1986 and includes a
long-range fiscal planning tool for the General Fund referred to as the muiti-year model. This
annually updated financial tool is the successor to the Score Plan, the name given to the blueprint
adopted by the City to assure prudent use of nearly $22.3 million in one-time in-lieu-of-tax
proceeds received from the Department of Energy in 1986.

On an annual basis, the City's financial plans are set forth in the annual operating budget and the
capital improvement program as required by applicable provisions of the City Charter. City
Council's guidance to the City Manager regarding preparation of the fiscal 2001 General Fund
budget was to present a proposed budget which supported current service levels. Amendments
which revise the total expenditures of any fund may occur at any time during the fiscal year after a
public hearing before the City Council; however, the City Manager may, on his own authority,
transfer budgeted amounts between departments within any fund. Normal budgeted control is
maintained at the activity leve! by reviewing estimated purchase amounts prior to the release of
purchase orders to vendors. Outstanding encumbrances are reported as reservations of fund
balance at the end of the fiscal year in the General, Special Revenue and Capital Projects Funds.

II-3




jueld uswieasf

ialemajsepn
YO jue|d juswieas
Sseuisng l8juag iousg Rem weiboiy iedy0O
aoueul4 SHIEd doys juswdinbgy 30Un0say jooydg
Sal0}g suojelado 18jua) oloqiedg aoueusjulel 39S 10Jju0Q jewiuy
Kisuonels i023u0Q oyes Y /Remybiy ajeyg suoeauNuILIoD
[8uuosiad saoineg sweiboid 9 soueuajuieyy sistjeoads a4 fousbiawz
S90II9g 1esuyoa} sdwe) ‘s19jus) Juswaniojuy apon Buipngy |esausg suoljeg ang |oned
Jandwon suonesado sofenby Jooping Buiuuelg 100d YoM 6unybyain S80IMBS HBIS
saoines Buuasuibug soljenby J00pu) wawdojensq Buesuibuy uoijuanaig suonefysanu)
anjessiuipy P93 — Aieiqiy onqng I_ uoyeasnay fiunwwo) SHIOM Jligng Y 80104
_ _ _ [ _ |
$30IAY3S | 3noaun J— HIDYNYW Juawdojansg
JAILVHLSININGY ALID Jiwouooy
HOd INVLSISSY L_wvom |
]
m sjeaddy Buiuoz Kuoyiny Buisnoy uonezienby
m AI0SIApY yinox Kiosiapy Ayenpy Slauiwex3 {esujdel3
m Kiosinpy Ajajes oiges | |ejuswiuosaug neaing Sioysip
! Siouiwex3 buiquinid saljoey Pue uojuaauo)
r>mzmot< >._._01_ uoissiuwo) buluueq uoNeanp3 p yjeay sjeaddy apo)
leuotboy abpry ¥eo juswdojanaq jeujsnpuy) Buisnoy ¢ Buipyng
Kiosinpy Jauuosiad Aosinpy suazy sepi3 Huuad s9ag
SNOISSIWNOI ONV SQYvVOg
STOOHDS | 11ONNOD ALID ]
390id ¥vO 14N0OJ ALID
NOILYONG3 390N ALID
40 a¥vog

[ 3ivyoio313 ]

d9ssauua] ‘abpry yeQ jo A19

LHVHO NOILVZINVOYO

l

!

II-4




MANAGEMENT AND DEPARTMENT ORGANIZATION

All departments of the City are under the supervision and control of the City Manager who is
appointed by City Council. A Director or Assistant City Manager appointed by the City Manager
heads each department listed below.

Administrative Services Legal

Community Development Library

Economic Development Police

Electric Public Works

Fire Recreation & Parks

Each department'consists of separate entities referred to as activities, which have specific
functions and purposes unique to that activity.

EDUCATION

The City school system operates schools covering grades kindergarten through 12, with an
approximate enroliment of 4,800 students and a professional teaching staff of 400. The primary
and secondary schools are among the finest in Tennessee and the nation. In addition to the City
system, a parochial school also exists within the city limits covering grades one through eight.

In the fall of 1999, a new approximately 100,000 square foot branch campus for Roane State
Community College opened which offers courses in radiation physics, radioactive waste
management and a two-year certification program for health physics technicians. Enroliment has
consistently exceeded projections

Oak Ridge Associated Universities (ORAU), a consortium of six Tennessee and 49 other colleges
and universities and a management and operating contractor for the U.S. Department of Energy is
also located in the City. A pioneer in technology transfer, with historic contributions in nuclear
medicine and health physics, ORAU today conducts specialized training in nuclear related areas of
energy, health and the environment. In particular, ORAU has been able to provide technical
assistance to government, the academic community and industry in radiological site assessment,
environmental monitoring and provision of radiopharmaceutical internal dose information.

INDUSTRY AND MANUFACTURING

Since the 1940's, the nuclear industry has been the largest employer for the City and County.
Today, the U.S. Department of Energy ("DOE"), working through its primary subcontractor,
Lockheed Martin Energy Systems, occupies approximately 36,000 acres within the City limits,
within 250 buildings and approximately 9,800 employees in engineering, skilled and semi-skilled
crafts, technicians and administrative support. Since 1984, DOE has contracted with Lockheed
Martin Energy Systems, Inc., formally known as Martin-Marietta, to operate the production facilities
of the Y-12 weapons plant and the Oak Ridge National Laboratory. Lockheed Martin Energy
Systems is the second largest employer in the State of Tennessee.

The ongoing functions of the Y-12 plant are to support DOE's weapons designs labs, recover U-
235 from spent nuclear weapons, and provide support to other government agencies. The mission
of the Oak Ridge National Laboratory is to develop safe, economical and environmentally
acceptable technologies for energy production and use. The Laboratory has greatly expanded its
mission within recent years to include major developments in the following diverse fields:
advanced ceramic materials, robotics, information management and environmental sciences.
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DOE and Lockheed Martin Energy Systems, Inc. (LMES) is continuing to research and develop
solutions to local and national problems related to radioactive and hazardous wastes. Using their
own facilities in the City, DOE and LMES have begun a significant program to implement
environmental remedial action in and around the Oak Ridge Reservation.

A dedicated effort by the DOE to transfer technology to the private sector that was heretofore held
as proprietary to the U.S. Government alone has led to an unparalleled growth in new business
development in the City. Licenses have been granted to existing firms as well as start-up firms to
manufacture for commercial use products using state-of-the-art technology in robotics, ceramics
and nuclear medicine.

The City has been ‘actively seeking to diversify its economic base from as early as the mid 1960's.
Recent successes in this area have resulted in over $162,000,000 of private sector, commercial
and industrial investment in the City since 1988. In addition, the commercial and industrial portion
of the tax base has risen from 35% in 1987 to 41% in 2000.

Currently, there are four industrial parks in the City that were developed by the municipality and two
parks that were developed by private firms. A new industrial park, Horizon Center, is currently
under construction on 1,000 acres of undeveloped federal land.

The Spallation Neutron Source (SNS) accelerator project is in the initial stages with construction of
the facility projected to cost $1.36 billion, employ 2,300 workers during construction, with several
hundred permanent employees at completion in 2006.

OPERATING BUDGET POLICIES

1. The City will consider as its highest priority the maintenance of basic public services and
facilities necessary to meet the needs of its residential, institutional, commercial and
industrial "citizens." A basic public service or action is one that would not be provided
without public action, and one that is either:

» Essential to the health and safety of the city's residents; or
» Necessary in order to avoid irreparable damage to City resources, or

> A service the absence of which the City would be generally unacceptable to its
residents.

2. After one or more work sessions, Council will provide policy guidance to the City Manager
and staff for preparation of the proposed budget for the next fiscal year. Council guidance
will define the appropriate service levels for municipal programs and overall personnel
policies.

3. The City Manager will prepare an operating budget that supports current service levels.
The City Manager will not be precluded from proposing program expansions based on
Council guidance or staff initiatives.

4. The City Manager and others involved in the operating budget preparation process will also
use the priorities expressed in the Comprehensive Plan as the framework for review and
formulation of the proposed City budget. The City staff will review programs and projects
on at least an annual basis to ensure their conformance with the Comprehensive Plan.
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The Council may meet once or more annually with the Board of Education to discuss the
services offered by the Schools and factors affecting budget preparation for next fiscal
year. This work session will be held between July 1 and October 31 of each year. Any
Council guidance to the Board of Education will be communicated formally no later than
November 15 of each year.

Responsive, quality service will characterize the City of Oak Ridge. All departments of the
City will continue periodically to examine and effect changes in program delivery
responsibilities or management that would improve productivity, lower costs, enhance
service and further communication with the public.

The City will continue actions to ensure that all City staff members are sensitive to the
special needs of the community and its residents.

The City will take steps to continue to increase citizen involvement in the ongoing planning,
programming and budgeting process.

The City will continue to fund progressive career development programs for all employees
and improve the leadership, motivational and communication skills of all supervisory
personnel.

The City will avoid budgetary procedures that balance current expenditures at the expense
of meeting future years' obligations. In particular, the City will continue the scheduled level
of maintenance and replacement for its infrastructure and fleet.

The City will prepare a detailed budget which identifies and accounts for object code
expenditure increases from the previous budget year that are greater than the rate of
inflation, subject to a minimum increase of $2,000.

The City will maintain a budgetary control system to ensure adherence to the budget and
will prepare monthly reports comparing actual revenues and expenditures to budgeted
amounts.

The City will integrate performance measurement and productivity indicators within the
budget.

In all actions to balance the budget, the City will attempt to avoid layoffs. If possible, any
personnel reduction will be scheduled to come permanently from attrition.

REVENUE POLICIES

The City will attempt to develop a diversified and stable revenue system to shelter it from
short-run fluctuations in any one revenue source. Specifically, the City will do the
following:

a. Continually monitor and access the local taxing effort of Oak Ridge as compared to
other Tennessee cities.

b. Aggressively pursue equitable, in-lieu-of-tax payments from the Department of
Energy and the United States Congress for existing and new projects located on
nontaxable federal property in order to reinforce and enhance a climate of
economic competitiveness and vitality in the community.
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C. Move toward a local revenue structure for financing public services which de-
emphasizes the property tax and encourages the use and development of
alternative revenue sources such as greater reliance on the local option sales tax.

The City will follow an aggressive policy of collecting revenues.

The City will consider market rates and charges levied by other public and private
organizations for similar services in establishing tax rates, fees and charges.

All charges for services, fees and licenses will be reviewed annually and, whenever
possible, recommendations for adjustment will be made at one time.

The City will consider the establishment of new user fees as an alternative to property tax
funding. Before implementation of new user fees, the City will first determine the cost of
administering and collecting the fee, what other jurisdictions are charging for similar fees,
the purpose of the fee and if it can be accomplished.

The City will aggressively seek Federal and State grants. These revenues will be targeted
as much as possible to capital improvements.

The City will ensure that Oak Ridge receives a fair proportion of all State and County
shared taxes and revenue.

Whenever possible, revenue sources will be designed or modified to include provisions to

automatically allow the coliections to grow at a rate that keeps pace with the cost of
providing the service.

DEBT MANAGEMENT GUIDELINES
Long-term borrowing wil! only be utilized for capital improvements or capital projects that
cannot be financed with current revenues.
Bonds will be repaid over a period less than or equal to the project's useful life.
The total amount of bonds or other evidence of indebtedness secured by the full faith and
credit of the City that shall be outstanding at any one time shall not exceed 10 percent of
total appraised valuation of all real estate lying within the city limits. (Home Rule Charter

Article IV, Section 12)

Debt instruments will be structured to allow future flexibility and market interest by including
the Optional Redemption Features and Optional Bidding on Bond Insurance.

The City will maintain good communications with bond rating agencies regarding the City's
financial condition.

The City will fully disciose information on every financial report and bond prospectus.
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BUDGET FORMAT

The budget document for the City of Oak Ridge provides historical, present, and future
comparisons of revenues and expenditures; allocations of resources -- both fiscal and personnel;
and descriptions of the anticipated annual accomplishments of City programs.

BUDGET ORGANIZATION

The budget document is organized to provide a summary of the total budget within the Schedule
pages, with revenues and expenditures for each fund. The major portion of the budget consists of
detail pages containing a description of the funds and activities along with an expenditure summary
for that function. Ordinance and Legal Requirements, the Personnel Schedule, Statistical
Information, Glossary and Index conclude the document.

FINANCIAL STRUCTURE

The City accounts are organized by fund and account group, each of which is considered a
separate accounting entity. The operations of each fund are accounted for with a separate set of
self-balancing accounts that comprise its assets, liabilities, fund equity, revenues, and expenditures
or expenses, as appropriate. Government resources are allocated to and accounted for in
individual funds based upon the purposes for which they are to be spent and the means by which
spending activities are controlled. The various funds are grouped into six generic fund types and
two broad fund categories as follows:

Governmental Funds

General Fund

The General Fund is the principal fund of the City and is used to account for all activities of the City
not included in other specified funds. The General Fund accounts for the normal recurring
activities of the City (i.e. police, fire, recreation, public works, general government, etc.).

Special Revenue Funds

Special Revenue Funds are used to account for the proceeds of specific revenue sources (other
than major capital projects) that are legally restricted to expenditures for specified purposes. The
City of Oak Ridge utilizes the following Special Revenue Funds - General Purpose School Fund,
Drug Enforcement Program Fund, State Street Aid Fund, Streets and Public Transportation Fund,
Economic Diversification Fund, Solid Waste Fund, and Grants Fund.

Debt Service Fund
The Debt Service Fund is used to account for the payment of principal and interest on long-term

general obligation debt not serviced by an Enterprise Fund. The General Fund primarily provides
funding for this debt service obligation.

Capital Projects Fund

The Capital Projects Fund is used to account for financial resources segregated for the acquisition
or construction of major capital facilities other than those financed by enterprise operations. The
primary funding source for the Capital Projects Fund is from proceeds from general obligation bond
and note issuances.
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Proprietary Funds

Enterprise Funds

Enterprise Funds are used to account for operations (a) that are financed and operated in a
manner similar to private business enterprises - where the intent of the governing body is that the
costs of providing goods or services to the general public be financed or recovered primarily
through user charges; or (b) for which the governing body has decided that periodic determination
of revenues earned, expenses incurred, and/or net income is appropriate for capital maintenance,
public policy, management control, accountability, or other purposes. The City utilizes four
Enterprise Funds for municipal operations which includes the Electric Fund, Waterworks Fund,
Emergency Communication District Fund and Golf Course Fund.

Internal Service Funds

Internal Service Funds are used to account for the financing of goods or services provided by one
department to another department of the City on a cost-reimbursement basis. Established Internal
Service Funds include the Insurance Fund and Equipment Replacement Rental Fund.

BASIS FOR BUDGETING

Budgets for all Governmental Funds (General, Special Revenue, Debt Service and Capital Projects
Funds) are adopted on a basis consistent with generally-accepted accounting principles (GAAP),
except that in the General, Special Revenue and Capital Projects Funds encumbrances are treated
as budgeted expenditures in the fiscal year the commitment to purchase is made. Budgeted
amounts reflected in the accompanying budget and actual comparisons are as originally adopted or
as amended by City Council.

Budgets for all Governmental Funds are approved by City Council and adopted as legal
appropriation levels for those funds for that fiscal year. The appropriation ordinance for fiscal year
2001 is presented in the Appendix of this document on page X-l. A lump sum expenditure amount
for each Governmental Fund, exclusive of operating transfers, is approved by City Council as the
legal appropriation for that fund. Operating transfer amounts for Governmental Funds and
projected expenses for Proprietary Funds (Enterprise and Internal Service Funds) are presented in
the appropriation ordinance for informational purposes only.

The City Manager is authorized to transfer budgeted amounts between departments within any
fund; however, any revisions that alter the total expenditures of any fund must be approved by City
Council. Expenditures may not exceed appropriations at the fund level.

Formal budgetary integration is employed as an ongoing management control device for
Governmental Funds. Budgetary control is also achieved for the Debt Service Fund through
general obligation bond indenture provisions. All appropriations which are not expended or
encumbered lapse at year end.

BASIS OF ACCOUNTING

All Governmental Funds are accounted for using the modified accrual basis of accounting.
Revenues are recognized when they become measurable and available as net current assets.
Sales taxes are considered measurable at the point of sale and are recognized as revenue at that
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time. Revenues from excise, gasoline and motor fuel taxes are recognized as revenues when in
the hands of intermediary collecting agencies. All other intergovernmental revenues are recorded
as revenue when received. Property tax revenues are recognized in the fiscal year for which they
were levied. Licenses and permits, charges for services, fines and forfeitures, and other revenues
are recorded as revenue when received in cash.

Expenditures are generally recognized under the modified accrual basis of accounting when the
related fund liability is incurred. However, an exception to this general rule would include principal
and interest on general long-term debt which is recognized when due.

All Proprietary Funds are accounted for using the accrual basis of accounting. Their revenues are
recognized when they are earned and their expenses are recognized when they are incurred. The
reserve method is used to estimate the allowance for doubtful accounts for electric, water and
wastewater service receivables.

To facilitate the cost accounting process, the City distributes the cost of a number of common use,
"overhead" expenses to each General Fund budget activity on the basis of a predetermined cost
distribution. Indices such as square footage, number of telephones, and number of clerical
personnel are used to assign the cost of utilities, telephones, and other costs on a pro-rata basis.
To further identify the actual cost of each General Fund budget activity, all or a major portion of the
work performed by certain service centers is transferred to the benefiting activities under the
caption "Reduction of Costs." Examples of service {or cost distribution) centers include 935
Engineering and 845 Computer Services.

In each case, these activities provide the supervision, engineering, labor, materiais, or equipment
for construction, maintenance, and repair of the City's buildings, water and sewer systems, streets,
equipment, and other items of physical plant or administrative services necessary for the operation
of these Funds. The costs involved are transferred in whole or in part to the benefiting Fund or
activity. The purpose of cost distribution is to assign al! costs, to the extent practicable, to the
budget activity incurring or requiring the expenditure.

ADOPTED EXPENDITURES COMPARED TO RATE OF INFLATION

City Council has adopted an operating budget policy which states, "The City will prepare a detailed
budget which identifies and accounts for object code expenditure increases from the previous
budget year that are greater than the rate of inflation (1.73 percent increase for budget FY 2001),
subject to a minimum increase of $2,000." In accordance with this policy, the monetary change
and the percentage difference are identified for each object code. An explanation of the most
significant expenditure increases is provided in the Significant Expenditure Changes section of
each activity summary sheet except for Personal Services, outlined below.

PERSONAL SERVICES CALCULATIONS

In the FY 2001 Budget, the expenditure category Personal Services, (Object Codes 5110 through
5175), includes regular, temporary and overtime salaries, and related benefits, for employees of
the City of Oak Ridge, such as employer contributions for Social Security and retirement and a life
and health insurance program.

The salary for each regular employee is allocated to a department activity and budgeted under

Object Code 5111. Salary calculations are computed for each employee on the basis of 26
biweekly pay periods using the current pay plan rate adjusted by a 1.73% cost-of-living (COLA)
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increase for all 100 series (excludes upper management) employees. 200 series employees
(upper management) are not eligible for COLA’s under the current pay plan. Merit pay includes the
projected performance increase in salaries during the fiscal year. The actual expenditure will
depend on employee performance as measured by appraisals at the employee’'s annual
performance review. Step increases and top of pay scale (TOPS) are budgeted in this account.
The cumulative budgetary impact of the merit and COLA, is an increase in base regular salaries
and overtime averaging 1.8%. Since Personal Service calculations are projected by individual
position, the impact of salary adjustments for each departmental activity will vary depending on
employee turnover since the last budget cycle. For FY2001, the 1.8% salary increase is usually
low due to the retirement of several long-term employees during the past year. Overtime is
projected in Object Code 5130. Overtime expenditures are impacted by the Fair Labor Standards
Act (FLSA) which requires either payment in cash or compensatory time at time and one-half for all
hours worked in excess of normal duty hours.

The calculation of the City's contribution for Social Security, (Object Code 5141), and the
Tennessee Consolidated Retirement System (TCRS) Benefits, (Object Code 5150), are mandated
based on a percentage of each employee's salary, with the Social Security contribution currently
7.65% and the Retirement contribution 6.80% for both regular civilian employees and regular
Public Safety employees. The Retirement contribution percentage is adjusted biennially by the
TCRS. The Retirement percentage increased from 5.79% for fiscal 2000 to 6.80% for fiscal 2001.
in Object Code 5160, the City also provides individua! health insurance coverage, which includes
medical insurance, dental reimbursement, long-term disability insurance and life insurance
coverage.

BUDGET PROCEDURE

The Charter for the City of Oak Ridge provides that no later than April 1 prior to the beginning of
the fiscal year on July 1, the City Manager shall submit to the City Council a Proposed Budget for
the next fiscal year, which presents a complete financial plan for the ensuing year. In accordance
with the City Charter the following information must be provided: (a) detailed estimates of all
proposed expenditures for each department, board, officer or other agency of the City, showing, in
addition, the expenditures for corresponding items for the last preceding fiscal year, appropriations
and anticipated expenditures for the current fiscal year, and reasons for recommended departures
from the current expenditures pattern; (b) statements of bonded and other indebtedness of the
City, (c) detailed estimates of all anticipated revenues of the City from all sources with a
comparative statement of the amounts received by the City from each of such sources for the last
preceding fiscal year, the current fiscal year, and the coming fiscal year, (d) and any other
supporting schedules as requested by City Council.

To ensure compliance with this Charter requirement, a budget schedule is prepared each year to
facilitate the decision-making process by providing overall direction to City departments. The
budget preparation process begins in late summer when City departments begin preparation of six-
year Capital Improvements Program requests for submission to the Community Development
Department by late September. By early October, Community Development staff prepares a
recommended draft Capital Improvements Plan that is submitted to the City Manager for review
and approval. By late October, the consolidated draft document is submitted to the Oak Ridge
Regional Planning Commission for review. The program identifies anticipated projects, establishes
priorities, and identifies the anticipated source of funding. The program, as modified and approved
by the Planning Commission, is submitted for Council's consideration by December 1.
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in early November, City departments begin assessing new resource needs for the coming year
relative to capital equipment, including fleet; extraordinary maintenance requirements; automation
services; and proposed new or expanded work programs. Budget requests and supporting
documentation are prepared and submitted in early December for Finance Department and the City
Manager's review.

A self-evaluation of the departments' objectives and measures of performance for the current year
is initiated in November and used in the preparation and development of objectives and
performance measurements for the upcoming year. This information is formally submitted to the
Finance Department by mid-December to provide adequate review time before department budget
review sessions occur in January. The budget documentation submitted includes a statement of
departmental goals and objectives, proposed performance measures, an estimate on the status of
performance measures at the end of the current year, traditional object code line item expenditure
requests, justification for maintaining current and expanded expenditure requests, and initial
financial estimates on the department's expenditure status by the end of the current fiscal year.

During December, Finance Department staff audits budget submissions and prepares information
for the departments' budget review sessions with the City Manager. Departmental objectives,
measures of performance and operating budgets are refined for consolidation in the Proposed
Budget document during the month of February. Expenditure and revenue projections for the
current fiscal year and estimates for the proposed fiscal year and thereafter are updated with the
latest available data. This information permits final adjustments to routine operating expenditures
and new and expanded programs for inclusion in the Proposed Budget.

A Proposed Budget for the upcoming fiscal year is presented to the City Council at its first
scheduled meeting in March. The Board of Education also presents the General Purpose School
Fund budget at this meeting, including a request for appropriation of City funds to meet program
obiigations. The City’s Proposed Budget document is supplemented with a separate document
titted “Major Budgetary Recommendations Report and Proposed Program Modifications” (MBR).
This document provides Council detailed information on critical issues and program changes
proposed for the coming year. Budget Work Sessions are held with City Council during March and
April to provide detailed review of the proposed operating and capital improvements budgets, and
proposed program modifications in the MBR. These sessions provide the opportunity for City
Council to analyze the City Manager's Proposed Budget and to request additional information as
needed.

At the second City Council meeting in March, a formal public hearing is held on the Proposed
Budget. This meeting provides citizen input to Council on decisions and issues related to the
budget. The first reading of the Appropriations Ordinance is also approved as amended by Council
during this meeting. City Council adopts the Appropriations Ordinance, as amended, at second
reading of the Ordinance, which occurs at the last Council meeting in April. Council approval of the
Ordinance adopts the Budget for the fiscal year beginning July 1 and sets the tax rate for the
upcoming year.
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FY 2001 BUDGET CALENDAR

Date
Start Completion Event Responsibility
8/16/99 9/3/99 Preparation of six-year Capital Improvements Program Responsible Departments
requests (FY 2001 - FY 2008)
9/6/99 12/31/99 Preparation of Budget Estimations Finance Department
9/27/99 10/8/99 - Submission of Proposed Capital Improvements Program Community Development
to Senior Management for preliminary review & approval
10/4/99 12/3/99 Preparation and submission of all Budget Updates and All Departments
Department Goals and Objectives for FY 2001
10/18/99 10/25/99 *Complete and Print Proposed Capital Improvements Community Development
Program
10/25/99 Submission of Proposed Capital Improvements Program Planning Commission
10/25/99 11/18/99 Review of Proposed Capital Improvements Program by Responsible Department
Planning Commission Community Development
11/18/99 Approval of six-year Capital Improvements Program Planning Commission
11/19/99 11/26/99 *Complete and Print Final Capital Improvements Program Planning Commission
11/26/99 Notice of Public Hearing Community Development Block Economic Development
Grant Proposals to The Oak Ridger
12/20/99 Provide policy input on City Budget City Council
12/20/99 Joint Meeting between City Council and Planning City Council, City Manager,
Commission to review FY 2001 — 2006 Capital Planning Commission,
Improvements Program Responsible Departments
12/8/99 12/16/99 Administrative Public Hearing-Proposed Statement of Economic Development
Community Development Objectives and Projected Use
of CDBG Funds
1/28/00 Completion of Fund budgets, narratives and schedules Finance Department
2/25/00 Final Draft Reports for Major Budgetary Recommendations Responsible Departments
to Finance Administrator
2/21/00 3/3/00 *Complete and Print 2001 Proposed Budget Finance Department
3/6/00 Presentation of FY 2001 City, Schools, CIP Proposed City Council, City Manager

Budgets, and Major Budgetary Recommendations
Report to City Council
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FY 2001 BUDGET CALENDAR (Cont’d)

Date
Start Completion Event Responsibility
3/7/00 Proposed Budget to City Clerk and Public Library for Finance Department
Public Inspection
3/17/00 Notice of Public Hearing on FY 2001 Budget : City Clerk
3/18/00 Budget Work Session City Council, City Manager
3/20/00 3/24/00 Budget Work Session follow-up information prepared Finance Department
3/27/00 Public Hearing on FY 2001 Budget City Council
3/27/00 Council Meeting for first reading and adoption of FY 2001 City Council
Budget
4/3/00 4/5/00 Public Hearing on FY 2001 Community Development City Council
Block Grant Proposals
4/24/00 Council meeting for final reading and adoption of FY 2001 City Council
Budget and 2000 tax rate
5/08/00 Final statement and projected use of CDBG funds report Economic Development
prepared and submitted to Council
4/25/00 7/21/00 *Complete and Print FY 2001 Budget Finance Department
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City Of Oak Ridge, Tennessee
Fiscal 2001 Goals

Citywide goals are adopted by City Council at the beginning of the budget process. The
preparation of citywide goals is a requirement of the City Manager's Employment Agreement,
with obtainment of adopted goals as one of the criteria used for evaluation of the City Manager’s
performance. A City Council work session outlining the goals was held on February 14, 2000,
with Council adopting the goals at their February 21, 2000 meeting.

The goals framework was developed with the results of the 1998 Visioning Process in mind and
in support of the vision: OAK RIDGE - An exceptional place to live, work and visit for all. City
management concluded that three major focuses were necessary to support this vision and that
subcategories were necessary to better communicate what the efforts would be.

Focus No. 1 — Maintain Quality of Life

A. Legal Mandates

Maintain Base Service Levels

Revenue Enhancement

Technological Improvement
Operational Effectiveness Improvement

mooOow

Focus No. 2 — Community Building

A. Enhancing External Communication
Implementation of the 1998 Visioning Plan
Economic Development

Improving Quality of Life

o0

Focus No. 3 — Organizational Development

Enhance Internal Communication
Staff Development

Team Building

Enhance Operational Effectiveness

SoOowm>»
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CITY OF OAK RIDGE, TENNESSE
FISCAL 2001 BUDGET SUMMARIES
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SUMMARY OF SIGNIFICANT CHANGES BY FUNDS

BUDGET OVERVIEW — ALL FUNDS

Governmental accounting standards require the City to organize its accounts into Funds, each of
which is considered a separate accounting entity. The City's resources are allocated to and
accounted for in individual Funds based upon the purposes for which they are to be spent and the
means by which spending activities are controlied. The funds utilized by the City are categorized into
two broad Fund categories, Governmental and Proprietary.

Governmental Funds are grouped into four generic Fund types: General, Debt Service, Special
Revenue and Capital Projects Funds. The budgeted expenditures, exclusive of operating transfers to
other Funds, for each Governmental Fund is approved by City Council as the legal appropriation for
that Fund. Expenditures cannot exceed the legally adopted appropriation at the Fund level. The City
Manager is authorized to transfer budgeted amounts between departments within any Fund;
however, any revisions that alter the total expenditures of any Governmental Fund must be approved
by City Council. Outlined below are the City’s Governmental Funds;

General Fund
Debt Service Fund
Special Revenue Funds:

General Purpose School Fund Economic Diversification Fund
Drug Enforcement Program Fund Grant Fund
State Street Aid Fund Solid Waste Fund

Streets and Public Transportation Fund
Capital Projects Fund

Proprietary Funds are grouped into two generic Fund types: Enterprise and Internal Service Funds.
Proprietary Funds are used to account for operations that are financed and operated in a manner
similar to private business enterprises. Internal Service Funds are used to account for the financing
of goods or services provided by one department to other departments of the City on a cost-
reimbursed basis. Outlined below are the City’s Proprietary Funds:

Enterprise Funds:
Electric Fund
Waterworks Fund (Water and Wastewater Treatment Operations)
Emergency Communications District Fund
Golf Course Fund
Internal Service Funds:
Equipment Replacement Rental Fund
insurance Fund

Due to external influences beyond the City’s control, actual expenses may vary either higher or lower
than projected budgeted expenses in the City’s Proprietary Funds. Factors such as weather patterns,
mild or severe summers or winters, rainfall or drought conditions, unusual maintenance requirements
such as replacement of downed electric lines or water line breaks, quantity of insurance claims, etc.
effect the level of expenses of these Funds. The budgeted expenses for the City's Proprietary Funds
are therefore not legally appropriated and are presented for informational purposes to show
operational projections for the remaining major Funds of the City.
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Fiscal 2001 Appropriation Ordinance

A summary of the revenues and expenditures for all City Funds is presented on page lI-3. Other
schedules contained in this section provide comparisons between the fiscal 2000 and 2001 budgeted
expenditures/expenses, as well as actual 1999 and projected 2000 expenditures/expenses for each
Fund. The fiscal 2000 General Fund budgeted appropriation was amended by $148,470 to inciude
$44,650 in rental expenditures that occurred due to the unplanned relocation of the Senior Center
due to building structural issues and $103,820 for a one-time lump sum payment of $550 per
employee. Employees also received an unbudgeted 2% cost-of-living increase in mid-fiscal 2000.
The fiscal 2000 budget is presented as amended in this document.

City Council has directed the City Manager to present a proposed budget that supports current
service levels. Any additional programs or enhancements recommended by the City Manager are
presented separately in the Major Budgetary Recommendations Report and Proposed Program
Modifications (MBR) that is distributed to City Council during budget deliberations. City Council
adopted the proposed property tax rate of $2.57 per $100 of assessed valuation to finance operations
and services supported by the General Fund. During budget deliberations, City Council reviewed the
City Manager's recommendations and authorized various amendments to the proposed budget as
outlined in the appropriation ordinance on page X-1 of this document. Council amendments reduced
the overall City appropriations by $25,000. Council eliminated $80,000 in funding for a vacant
Assistance City Manager of Operations position. This reduction was offset by increases in funding for
housing demolition due to city code violations ($25,000), Convention and Visitors’ Bureau operations
($25,000) and the establishment of funding for a housing incentive program to encourage City
employees to purchase a home located within Oak Ridge ($5,000).

Outlined below is a summary of the final budgeted expenditures/expenses for the City from the fiscal
2001 budget appropriation ordinance, as compared to the amended fiscal 2000 appropriation.

Change
Fund FY 2000 EY 2001 Dollars Percent
General Fund Municipal Operations $ 13,435,150 $ 13,787,866 $ 352,716 286
Debt Service Fund 5,335,214 5,651,656 316,442 5.9
General Purpose School Fund 35,146,462 37,423,610 2,277,148 6.5
Drug Enforcement Program Fund 100,000 100,000 0 0.0
State Street Aid Fund 1,294,400 1,392,020 97,620 7.5
Street & Public Transportation Fund 161,000 188,000 27,000 16.8
Economic Diversification Fund 2,053,760 2,333,613 279,853 13.6
Grant Fund 2,339,400 5,721,976 3,382,576 14456
Solid Waste Fund 1,633,420 1,666,150 32,730 2.0
Capital Projects Fund 6,512,880 7,611,377 1,098,497 16. 9
Electric Fund 33,237,333 33,040,324 (197,009) (.6)
Waterworks Fund ' 9,252,431 11,797,099 2,544,668 27.5
Emergency Communications District Fund 230,915 239,915 9,000 38
Golf Course Fund 2,017,218 1.971.560 (45,658) (2.2)
TOTAL ALL FUNDS $112,749.683 $122,925166 $10.175.583 __9.0
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Fund Balances/Retained Earnings

In Governmental Funds, only current assets and current liabilities are generally included on the
balance sheet. The reported unreserved fund balance for Governmental Funds is considered a
measure of "available spendable resources" and is the amount available for appropriation. The
balance sheets of Proprietary Funds contain current and noncurrent assets and liabilities. Proprietary
Funds report retained earnings, rather than a fund balance, which is an accumulation of the net
income (loss) generated by the Fund since the inception of the Fund. Due to the accounting
differences in these two Fund categories, particularly regarding fixed assets, Retained Earnings is not
a measure of "available spendable resources". Outlined below is a comparison of the projected fund
balances and retained earnings of the City Funds at the end of fiscal 2000 and 2001.

Change

~£Y2000 _FY2001 _ Dollars =~ Percent
FUND BALANCE:
General Fund $ 8,902,052 $ 7,122,179 $(1,779,873)  (20.0)
Debt Service Fund 10,588 10,773 185 1.7
General Purpose School Fund 2,742,064 1,896,064 (846,000) (30.9)
Drug Enforcement Program Fund 46,169 7,169 (39,000) (84.5)
State Street Aid Fund 82,447 65,427 (17,020)  (20.6)
Streets & Public Transportation Fund 277,536 247,336 (30,200) (10.9)
Economic Diversification Fund 74,908 0 (74,908) (100.0)
Grant Fund 106 106 0 0.0
Solid Waste Fund 0 0 0 0.0
Capital Projects Fund 8,798,709 3.119.455 (5.679.254) _ (64.5)
TOTAL FUND BALANCES $20.934579 $12,468,509 $(8,466,070) _(40.4)
RETAINED EARNINGS:
Electric Fund $16,306,905 $17,089,429 § 782,524 4.8
Waterworks Fund 6,550,751 7,042,619 491,868 7.5
Emergency Communications District Fund 364,940 325,025 (39,915) (10.9)
Golf Course Fund (1.791.456) _(2,356,033) (664,5677) _(31.5)
TOTAL RETAINED EARNINGS $21,431,140 $22,101.040 §$ 669,900 ___ 3.1

The fund balance of the General Fund is projected to decrease $1,779,873 in fiscal 2001, of which
$1,279,873 will be used to finance General Fund operations and $500,000 for a long-term advance to
the Golf Course Fund to provide funding for debt service on Bonds issued to finance construction of
the golf course. Funding of the annual principal and interest payments on the Bonds was to be
provided from the proceeds of the sale of land surrounding the golf course. Due to the downsizing of
the federal sector in Oak Ridge, land sale proceeds are currently not generating enough revenue to
support the annual debt service payments. The $500,000 loan will not impact the General Fund’s
fiscal 2001 property tax rate due to the utilization of existing fund balance to provide the loan. The tax

I1I-4




impact has been delayed until 2003 to allow City staff time to analyzing alternative solutions to
accelerate land sales. |f however, an adequate funding stream cannot be established by fiscal 2003,
then property tax revenues will have to be utilized to fund the Golf Course Fund’s annual debt service
payment resulting in an increase to the property tax rate.

In fiscal 1986, the City received $23.1 million dollars from the United States Department of Energy
(DOE) as a settlement to cease annual financial assistance payments from DOE and for ten-years of
in-lieu of property tax payments. Over the last fourteen fiscal years, the City has gradually drawn
down the fund balance created by the DOE settiement in order to maintain a reduced property tax
rate. For fiscal 2001, it would take approximately 23 additional cents on the property tax rate to
replace the budgeted $1.2 million fund balance draw. The City has established a targeted combined
fund balance of the General Fund and General Purpose School Fund at $5 million. At the end of
fiscal 2001, the fund balance of the General Fund is projected at $7,122,179 and the General
Purpose School Fund is projected at $1,896,064 for a combined total of $9,018,243.

Under Tennessee State law, the fund balance of the General Purpose School Fund can only be
expended in the event of a revenue shortfall or unforeseen expenditure until the fund balance
exceeds three percent of operating expenditures. The accumulated Fund Balance in excess of three
percent of budgeted annual operating expenditures may be budgeted and expended for nonrecurring
purposes, but shall not be used to satisfy appropriation requirements for recurring annual operating
expenditures. In fiscal 2001, the Genera! Purpose School Fund has a budgeted fund balance draw of
$846,000, which will be utilized for capital and other nonrecurring expenditures. Under Tennessee
State law, the remaining projected fund balance of the General Purpose School Fund at the end of
fiscal 2001 would be a legally restricted reserve for unforeseen emergencies. Since the purpose of a
target fund balance is to maintain a reserve for unforeseen emergencies, the fund balance of the
General Fund and General Purpose School Fund have been combined to incorporate the $5 million
targeted City fund balance reserve. The utilization of fund balance draws in the General Fund to
equate revenues and expenditures is expected to continue through fiscal 2006 when the combined $5
million fund balance target is projected to be reached.

Due to the type of revenues in these funds, the Debt Service, Economic Diversification, Grant and
Solid Waste Funds are generally budgeted so that revenues and expenditures are approximately
equal and result in only nominal fund balance fluctuations between fiscal years. Operating transfers
from other City Funds equate revenues and expenditures of the Debt Service, Economic
Diversification and Solid Waste Funds. Revenues for the Grant Fund are comprised primarily from
state and federal grants.

The Drug Enforcement Program Fund has a limited revenue stream on which to draw for drug
enforcement and education programs and therefore maintains a nominal fund balance. The fund
balance of the State Street Aid Fund is maintained by utilizing $180,000 in long-term debt proceeds
and a $500,000 operating transfer from the General Fund for fiscal 2001. Revenues for the Streets
and Public Transportation Fund are provided from state-shared taxes and state grants, with the
$30,200 reduction in fund balance for fiscal 2001 to support enhancements in the taxi coupon
program effective on July 1, 2000.

The fund balance of the Capital Projects Fund, projected to decrease $5,679,254 in fiscal 2001, can
vary greatly from year-to-year depending on the timing of long-term debt issuances and the related
capital project expenditures. $10,000,000 in bonds was issued in fiscal 2000 to fund City and School
general capital projects through fiscal 2001.
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The Retained Earnings of the City's Enterprise Funds are projected to increase by $669,900. This is
not reflective of the accumulation of cash reserves in these Funds, rather, it is reflective of the earning
of an aggregate net income for the year by these Funds. The City is in the process of a major capital
upgrade and expansion of the City's utility systems. In Enterprise Funds, capital expenditures are
expended through depreciation charges, which are amortized using the straight-line method over the
life of the project. For example, a capital item that cost $100,000 with a ten year life would be
expended (i.e. reduce Retained Earnings) by $10,000 each year over the next ten fiscal years.
Therefore, the cash for the capital item would be expended in one fiscal year with the related expense
being fully reflected in Retained Earnings after ten fiscal years.

Salaries and Personnel

A total of 357.36 staff years is budgeted for fiscal 2001, an increase of 1 staff year over fiscal 2000
levels. Funding for the vacant Assistant City Manager of Operations position was eliminated during
budget deliberations. Reinstated in the budget is the position of Assistant City Manager (ACM) for
Public Affairs whose duties will include functions currently provided under independent contract at an
annual cost of $44,000. The position of half-time Senior Staff Attorney has been upgraded to a full-
time Corporation Counsel position based on current workloads and resulting demand for an
experienced full-time attorney on staff. Funding for a new GIS Coordinator position has been
included for only a half a year. Filling of the new position is not expected to occur until sometime in
mid-fiscal year. The GIS position will be fully funded in fiscal 2002. There is a more in-depth
discussion of the new GIS program in the MBR document.

The proposed budget contains funding for merit pay and a 1.73% cost-of-living adjustment (COLA).
In accordance with past practice, the percentage for the COLA is based on the average monthly
increase in the Consumer-Price-Index (CPI) occurring in the preceding fiscal year, in this case fiscal
1999. Current Council policies do not allow the City Manager to present a proposed budget with a
COLA greater than the rate of inflation.

Employees of the City are members of the benefit pension plan administered by the Tennessee
Consolidated Retirement System (TCRS), which provides retirement benefits as well as death and
disability benefits. The plan is fully funded by the City based on rates actuarially determined by
TCRS on a biennial basis. The rate for the City's plan is increasing from 5.79% of covered wages to
6.80% in July of 2000. Budgeted funding for the City’s medical benefit package and workers’
compensation remains at the fiscal 2000 level. Budgeted variances in the medical insurance line item
are based on LTD insurance, which is .56% of wages, and positional changes.

Fiscal 2001 Agency Funding

The City provides funding to various agencies that either promote economic development and/or
tourism-related services for the City, or render services to the citizens of Oak Ridge. Agencies
budgeted for funding for economic development and/or tourism services included the Convention &
Visitors Bureau (CVB) ($196,719), Chamber of Commerce ($215,415), Tennessee Resource Valley
($25,000) and Melton Hill Regional Industrial Development Association ($15,000). Agencies
budgeted for social service program funding inciude the Youth Advisory Board ($9,000), Arts Council
of Oak Ridge ($9,500), Aid to Distressed Families of Appalachian Counties ($150,000) and the
Sexual Assault Crisis Center ($3,000).
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Funding for the CVB increased $46,719 over fiscal 2000 levels based on the CVB's funding request
to the City. The increased funding is primarily to maintain the CVB's current advertising level, which
is financed in part through a $16,000 state grant which the CVB does not anticipate to confinue
receiving, and for employee medical benefits. Funding to the Oak Ridge Chamber of Commerce
increased $22,915 over the prior year. Of this, $19,250 is for a 10% bonus award allowed under the
current contract and $3,665 for a 1.73% increase based on changes in the Consumer-Price-Index.
City funding to all other agencies remains at the fiscal 2000 level.

General Fund

The General Fund is the principal Fund of the City and is used to account for all activities of the City
not included in other specified Funds. The General Fund accounts for the normal recurring activities
of the City (i.e. police, fire, recreation, public works, general government, library, etc.) and is referred
to in this document as municipal expenditures. General Fund revenues also support the activities of
other City and School Funds through operating transfers (i.e. School operations, debt service, street
resurfacing, residential solid waste collection, etc.).

Revenue generated through property tax collections is utilized to fund municipal expenditures and
operating transfers of the General Fund. Property tax revenues are only used to support the
functions or operations of other City Funds that are specifically identified as being financed through
an operating transfer from the General Fund. For fiscal 2001, this is the General Purpose School,
Debt Service, Solid Waste, Economic Diversification, State Street Aid and Capital Projects Funds.

A budget summary of the General Fund is presented on page |I-30, which outlines revenue,
municipal expenditures and operating transfers of the General Fund. Detail schedules of revenues
and expenditures of the General Fund are on pages H1-31 through HI-35.

Municipal expenditures and operating transfers for the General Fund are projected at $30,830,365,
up $2,242,364 or 7.8 percent from fiscal 2000 levels. Municipal expenditures are budgeted at
$13,787,866, up $352,716 or 2.6 percent. Operating transfers are budgeted at $17,042,499, up
$1,889,648 or 12.5 percent. Included in operating transfers is the City’s contribution toward operation
of the Oak Ridge Schools set at $9,553,768, up $723,703 or 8.2 percent over the prior fiscal year.
The budget summary on page 111-8 details the changes in General Fund revenues, expenditures and
operating transfers between fiscal 2000 and 2001 and the related impact on the property tax rate.
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General Fund Revenues
Fiscal 2001

Permits & Other

Other City Funds 1%
10%

Fund Balance

4%
Charges for Services
1%

State Shared Taxes
8%

Property Tax
44%

DOE & State/Federal
3%

Business Taxes
5%

Interest & Misc
2%

Local Sales Tax
21%
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GENERAL FUND
ANALYSIS OF PROPERTY TAX REVENUES

ACTUAL BUDGET PROJECTED BUDGET
FY 1899 FY 2000 FY 2000 FY 2001 BUDGET %
1998 LEVY 1899 LEVY 1999 LEVY 2000 LEVY 01vs 00 CHANGE

ASSESSED VALUATION:

Real Property 438,574,710 444,244,085 443,294,000 448,613,528 4,369,443 1.0
Personal Property 46,459,688 46,526,118 46,526,118 46,991,379 465,261 1.0
Public Utilities 15,617,983 15,921,362 15,549,682 15,549,682 (371,680) -2.3
Total Assessed Valuation 501,652,381 506,691,565 505,369,800 511,154,589 4,463,024 09
TAX RATE PER $100 VALUATION 2.09 2.3 2.3 257 0.26 11.3
PROPERTY TAX REVENUES:

Real Property Taxes 9,161,555 10,262,000 10,240,000 11,630,000 1,268,000 124
Personal Property Taxes 963,055 1,062,000 1,062,000 1,198,000 136,001 12.8
Public Utility Taxes 321,973 365,000 359,000 399,000 33,999 93
Interest and Penalties 78,741 53,000 81,000 75,000 22,000 41.5
Total Property Tax Revenues 10,525,324 11,742,000 11,742,000 13,202,000 1,460,000 12.4

** Increases in Assessed Value are primarily the result of a tax re-appraisal.
NOTE: Estimated assessments are based on the following constitutionally established ratios: (a) Residential Real, 25 percent;
(b) Commercial and Industrial Real, 40 percent, Personal 30 percent; (c) Public Utilities, 55 percent and 40 percent.

PROPERTY TAX RATES - ALL OVERLAPPING GOVERNMENTS

LAST TEN TAX YEARS

TAX ANDERSON COUNTY, TENNESSEE ROANE COUNTY, TENNESSEE

YEAR CITY COUNTY TOTAL CITY COUNTY TOTAL

1991 1.85 2.88 473 1.85 3.04 ' 4.89
1992 2.08 2.95 5.03 2.08 324 532
1993 1.51 272 4.23 1.51 3.12 463
1994 1.73 272 4.45 1.73 3.045 4775
1995 1.80 2.84 4.74 1.80 2.365 4.265
1996 1.98 2.84 4.82 1.98 2.365 4.345
1997 219 3.00 5.19 219 2.465 466
1998 2.34 3.00 534 2.34 2.465 4.81
1999 2.09 2.59 468 2.09 212 4.21
2000 2.31 297 5.28 2.31 232 463

2001 Proposed 257 Not Available 2.57  NotAvailable

The City of Oak Ridge is located in two Tennessee counties: Anderson and Roane. Only ten percent of the taxable real parcels are

located in the Roane County section of Oak Ridge. All properties in Anderson County and Roane County sections of Oak Ridge
were re-appraised. in 1992 and 1999.
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General Fund Revenues

General Fund revenues for fiscal 2001 are projected at $29,550,492, up 10.9 percent or $2,895,579
from the previous year. The graph on page |H-8 outiines General Fund revenues as a percentage by
type. The General Fund’'s primary revenue sources are from property taxes 44%, local sales taxes
21%, other City Funds 10%, and state-shared taxes 8%. The revenue outlined presented below is
grouped by type of revenue. The budget summaries and detail on pages I11-30 to 11I-32 present
revenues by source. This is the historical manner in which revenues have been presented and they
remain in that order on those schedules for historical continuity and comparison purposes.

Property Taxes - The property tax rate is established by City Council each year to finance municipal
expenditures and operating transfers of the General Fund. Property taxes are the General Fund's
largest revenue source providing 44% of total General Fund revenues. The table on page 1lI-10
provides an analysis of property tax revenues.

Council adopted a property tax rate of $2.57 per $100 of assessed valuation for fiscal 2001, a 26-cent
11.3% increase over the prior $2.31 rate. The assessed valuations for real and personal property are
projected to increase 1% from the prior fiscal year. The valuation for public utilities is projected to
decline 2.3 percent from last year's budget based on the actual 2000 tax roll and assessments
currently being contested. The $2.57 property tax rate is projected to generate $13,127,000 in tax
revenues from real, personal and public utilities assessments in fiscal 2001. An additional $75,000 is
budgeted from interest and penalties on late tax payments and $48,862 from in-lieu of tax payments
based on rates established under separate contract with the City (i.e. reduced property taxes to
locate business in Oak Ridge) or entities taxed under specific statues (such as the Oak Ridge
Housing Authority). lLocated on page ll-12 is a chart indicating the allocation of an average
households ($100,000 appraised value) monthiy tax contribution for fiscal 2001.

The table below shows assessment growth, actual 1989 through 1899 and projected 2000 and 2001.
As the table indicates, assessment growth has declined dramatically from levels in the early 1990’s.
For fiscal 2001, 1% in assessment growth equates to 2.4-cents on the property tax rate. In other
words, for every 1% in assessment growth the property tax rate could be decreased by 2.4-cents
while still generating the same amount of tax revenue. The recent decline in assessment growth due
to local federal downsizing has resuitantly had a negative impact on the property tax rate. Historical
property tax and assessment information is located on pages X-23 and X-24 of this document.

Assessment Growth
' Fiscal 1989 To Budgeted Fiscal 2001
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FISCAL 2001 AVERAGE HOUSEHOLD
CONTRIBUTION PER MONTH
(Based on $100,000 Appraisal at a $2.57 Tax Rate)

FY 2001
MONTHLY
CONTRIBUTION
Property Tax Supported Operations:
School Operations $ 16.59
Debt Service / Capital Projects 8.96
Police 7.07
Solid Waste (includes monthly $5 fee) 6.71
Fire 5.36
Parks & Recreation 3.57
City Building & Street Maintenance (Public Works) 2.43
Economic & Community Development 2.29
Library 1.70
Traffic and Street Lighting 1.48
General Government 1.19
Administrative Services 1.19
MONTHLY TAX TOTAL $ 58.54
Average Monthly Residential Utility Costs:
Electricity $ 72.00
Water 19.00
Wastewater 20.00
MONTHLY UTILITY TOTAL $ 111.00

I11-12




Local Sales Taxes - Local sales tax revenues are the General Fund’s second largest revenue source
at 21% of total General Fund revenues. Local sales tax revenues are budgeted at $6,350,000 for
fiscal 2001, up 4.5 percent or $275,000 from the previous year. The local sales tax rate in the
Anderson County section of Oak Ridge is 2.25%. When combined with the State sales tax rate of
6%, the total is 8.25%. The sales tax rate in the Oak Ridge portion of Roane County is 8.75% which
consists of a 2.50% rate imposed by Roane County and shared with the City, a .25% City of Oak
Ridge rate and the 6% State rate. 8.75% is the maximum sales tax rate allowed under current State
law. Outlined below is a detail of local sales taxes.

ACTUAL BUDGET PROJECTED BUDGET BUDGET %

1999 2000 2000 2001 01vs 00 CHANGE
Local Sales Taxes:
Anderson County $4496459 $ 4,450,000 $ 4,525,000 $ 4,725,000 $275,000 6.2
Roane County 1,716,110 1,350,000 1,100,000 1,350,000 0 0.0
City Sales Tax—Roane Co. 346,689 275,000 225,000 '$75,000 0 0.0
Sales Tax Refunds (874.833) 0 (143.000) 0 0 0.0

Total Local Sales Taxes $ 5684425 § 6075000 §$ 5707000 § 6350000 $275000 4.5

Sales tax collections in the Anderson County portion of Oak Ridge, budgeted at $4,725,000, are
projected to increase $275,000 or 6.2 percent based on the opening of Home Depot in the fall of 2000
and the anticipated expansion of Wal-Mart to a super center in the spring of 2001.

Monthly Anderson County sales tax collection have been sporadic for the past several years, but in
general have been declining since August of 1996. During fiscal 2000, this downward trend appears
to have flatten and coliections more stabilized. Refer to the graph on page Ill-14. The overall decline
has been attributed to stagnation of the local economy due to the ongoing federal downsizing in Oak
Ridge and the resulting impact on local consumers. There were some know anomalies that
increased tax collections in the Oak Ridge portion of Anderson County in fiscals 1995 and 1996.
These are related to the $874,833 in taxes that the City was required to refund in fiscal 1999.
Therefore, the Anderson County trend presented begins with July 1996 collections.

Sales tax collections in the Roane County portion of Oak Ridge are primarily provided from use tax
collected from federal contractors. Fiscal 1999 Roane County sales tax collections were abnormally
high and fiscal 2000 collections in some months abnormally low. The graph on page IlI-15 shows the
collection trend from July 1992 through April of 2000, which overall shows only a slight increase
during that time frame. In fiscal 1999, the City had to refund $874,833 in tax collected from federal
contractors in 1995-1996 and another $143,000 in fiscal 2000. Also during this time frame, tax-
reporting errors to the state occurred making revenue projections extremely difficult to predict. Fiscal
1998 Roane County sales tax collections, on which the fiscal 2000 budget was based, appears to be
a more typically collection year. Therefore, fiscal 2001 Roane County local and county-shared sales
tax revenues are projected flat with the fiscal 2000 budget. The Department of Energy, which has
oversight responsibility for the federal contractors in Oak Ridge, has indicated that they anticipate
spending patterns to remain at historically consistent levels.
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Other City Funds — Revenues provided from Other City Funds, budgeted at $2,933,730, comprise
10% of total General Fund revenues. This revenue is primarily collected from the City’s Electric and
Waterworks Funds for tax equivalent (in-lieu of property tax) payments and rental charges based on
square footage occupied at the City’'s Central Service Center Complex (CSSC) and radio system
usage as outlined below:

ACTUAL BUDGET PROJECTED BUDGET BUDGET %

1999 2000 2000 2001 01vs 00 CHANGE
From Other City Funds:
Tax Equiv.-Electric Fund $ 773,717 $ 821,000 $ 871,650 $ 930,000 $109,000 13.3
Tax Equiv.-Waterworks Fund 227,140 582,979 722,371 1,000,045 417,066 71.5
Central Service Center Rent 884,980 884,980 884,980 884,980 0 0.0
City Owned Radio Rental 118,925 118.705 118,705 118,705 0 _0.0

Total From Other City Funds  $2,004.762 $2407,664 § 20507706 $2933730 $526066 218

State law outlines the calculation for in-lieu of tax payments from Electric distributors, which are
based on operating revenues and the net book value of fixed assets. The fiscal 2001 in-lieu of tax
payment from the City’s Electric Fund is budgeted to increase $109,000 based on fiscal 2000 capital
expenditure levels. The Waterworks Fund in-lieu of tax payment is based on the net fixed asset value
of the water and wastewater systems and the General Fund’s initial cash investment in those
systems. Based on this calculation, the Waterworks Fund tax equivalent payment for fiscal 2001 is
budgeted at $1,000,045, a $417,066 increase. About half of the increase is related to the City’s
acquisition of a water treatment plant from the Department of Energy on May 1, 2000. The net book
value of the water plant is $12.5 million. The wastewater system is undergoing a major capital
improvements program for collection system rehabilitation and treatment plant expansion that has
dramatically increased the tax equivalent payment over the past two years.

General long-term debt was issued to construct the CSCC and purchase an 800 MHz radio system.
The General Fund provides for the principal and interest payments on this debt through operating
transfers to the Debt Service Fund. The non-General Fund users of the CSCC and radio system pay
rent to the General Fund based on their usage of the two facilities.

State-Shared Taxes - Revenues provided from state-shared taxes, budgeted at $2,619,000,
comprise 8% of total General Fund revenues. State-shared taxes are collected by the state with a
portion distributed back to local governments based on either population or actual collections within
that government's jurisdiction. The largest of these is sales taxes, budgeted at $1,745,000, and
income tax, budgeted at $550,000 as outlined below.

ACTUAL BUDGET PROJECTED BUDGET  BUDGET %

1999 2000 2000 2001 01vs 00 CHANGE

State-Shared Taxes:

Sales Tax $ 1631004 $ 1650000 $ 1,685,000 $ 1,745,000 $ 95,000 58
Income Tax 551,646 335,000 550,000 550,000 215,000 64.2
TVA Replacement Tax 197,717 170,000 185,265 185,000 15,000 8.8
Mixed Drink Tax 74,969 78,000 72,000 75,000 (3,000) -3.8
Excise Tax 51,915 48,000 50,000 50,000 2,000 42
Beer Barrelage 13,723 13,500 14,000 14,000 500 37
Total State-Shared Taxes ~ § 2.521.064 $ 2204500 § 2556265 $2619.000 $324500 141
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The State allocates a portion of state sales tax collections to Tennessee governments based on
population. Revenues from the City's share of state sales tax collections are projected to increase
$95,000 or 5.8 percent. Actual collections have increased by 4% or more annually over the past few
years. Income tax collections are budgeted at $550,000, up $215,000 based on actual collections
during the past three years. Due to State revenue shortfalls, the allocation of state-shared taxes to
local governments has recently been under scrutiny by the State. Discussions have included the
elimination of local funding from these revenue sources, particularly sales and income tax. The
elimination of these state-shared taxes would have a 48-cent impact on the property tax rate, with
state-shared sales taxes equating to 32-cents and income tax 10-cents on the property tax rate,
respectively. After much deliberation, the state’s fiscal 2001 budget was finally approved without
compromising state-shared taxes, however, the state is expected to face similar tough budget issues
in fiscal 2002.

Local Business Taxes - Revenues provided from local business taxes, budgeted at $1,538,500,
comprise 5% of total General Fund revenues as outlined below:

ACTUAL BUDGET PROJECTED BUDGET BUDGET %

1999 2000 2000 2001 01vs 00 CHANGE
Local Business Taxes:
Business Tax $ 642441 $ 621500 $ 591830 $ 621500 $ 0 0.0
Room Occupancy Tax 316,283 315,000 306,000 315,000 0] 0.0
Beer Wholesale Tax 438,510 435,000 442,000 438,000 3,000 0.7
Liquor Wholesale Tax 163.162 164,000 171,000 164,000 0 0.0
Total Business Taxes $ 1560396 § 1535500 § 1,510,830 § 1538500 § 3,000 0.2

The graphs of page II-19 show the ten-year trend for these taxes. Revenues are budgeted basically
flat, a reflection of the performance of the local economy. During fiscal 1998, Business Tax
collections declined after several years of steady growth. Fiscal 1999 actual Business Tax collections
appeared to have returned to a level more consistent with historical patterns, however, fiscal 2000
collections to date are well below 1999 levels. Hotel/Motel Tax collections have declined for the past
three years due to a reduction in room rentals to business travelers and per diem reductions for
government renters. The decline in beer and liquor wholesaile tax collections resulted from law
changes in communities surrounding Oak Ridge, which now allow the sale of these products in those
jurisdictions. The impact of this decline equated to an additional cent on the property tax rate.

DOE & State/Federal — Revenues from the US Department of Energy (DOE) in-lieu of tax and state
and federal grants budgeted at $1,069,329, comprise 3% of General Fund revenues. DOE’s annual
in-lieu of tax payment to the City is based on the number of acres on the federal reserve (currently
33,908 acres) at a per acre appraisal approved by DOE (currently $4,610) at the City's current
property tax rate ($2.57). In accordance with the Atomic Energy Commission Act, the land value is
assessed based on the original usage of the property, which was residential farmland when DOE
purchased the land for the WWII effort, rather than the current use of the property. The residential
property tax assessment rate of 25% is therefore used, rather than the 40% rate that would normally
apply to commercial/industrial properties. DOE's remittance is also contingent on the annual federal
appropriation of this payment. The fiscal 2001 calculated remittance is $1,004,329, up $168,329
based on the 26-cent increase in the City's property tax rate from the prior year.
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Tax Collections
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A one-time COPS grant was award by the US Department of Justice (DOJ) that provided initial
funding over a three-year period for the City to add four additional police officer positions for
community policing. Fiscal 2000 was the final year of funding for the COPS grant. In fiscal 2001,
$30,000 is budgeted from a DOJ biock grant and $35,000 from state grants to operate the Senior
Center ($25,000) and for domestic violence prevention programs through the Police Department
($10,000).

ACTUAL BUDGET PROJECTED BUDGET  BUDGET %

1999 2000 2000 2001 01vs 00 CHANGE
DOE State/Federal:
DOE In-Lieu of Tax $ 789395 $ 836000 $ 902644 $ 1,004329 $168,329 20.1
State Grants in Aid 35,196 25,000 35,000 35,000 10,000 40.0
US Dept of Justice Grants 128,486 25,000 80.000 30,000 5.000 20.0

Total DOE State/Federal $ 0953077 ¢ 886000 § 1017644 $ 1069320 $183.329 207

Licenses and Permits - Revenues provided from licenses and permits, budgeted at $417,500,
comprise 1% of total General Fund revenues as outlined below:

ACTUAL BUDGET PROJECTED BUDGET BUDGET %

1999 2000 2000 2001 01vs 00 CHANGE

Licenses and Permits:

CATV Franchise $ 108903 $ 109,000 $ 134248 $ 175,000 $ 66,000 60.6
Building Permits 74,845 107,000 120,000 110,000 3,000 28
ORUD Right-Of-Way 60,000 61,000 60,000 61,000 0 0.0
Alcohol Sale Permits 18,520 20,000 18,970 20,000 0 0.0
Electrical Permits 18,060 16,000 18,500 18,000 2,000 12.5
Plumbing Permits 11,833 12,500 16,000 12,500 0 0.0
Animal Regist. Permits 13,144 13,500 13,350 13,500 0 0.0
Other Permits & Fees 3,193 10,000 3,000 5,000 (5,000) -50.0
Grading Permits 2,022 2,500 2,250 2,500 0 0.0

Total Licenses & Permits $ 310520 $ 351500 $ 386318 § 417,500 $ 66,000 A18.8

The $66,000 budgeted increase in the franchise fee paid by the City’s cable television provider is
based on rates approved under a new contractual agreement during fiscal 2000. Collections for
building permits are up from recent years based on fee increases for commercial building permits
effective in fiscal 2000 and ongoing large projects. The fees are now more consistent with those
charged by comparable Tennessee Cities. Revenues from Building, Electric, Plumbing and Grading
Permits are directly impacted by iocal economic conditions. The population of Oak Ridge has
remained flat since the 1960's, excluding fee increases revenues from the other license and permit
categories have been fairly flat from year-to-year.

ITI-20




Fines and Forfeitures - Revenues provided from fines, budgeted at $403,000, comprise 1% of total
General Fund revenues as outlined below:

ACTUAL BUDGET PROJECTED BUDGET  BUDGET %

1999 2000 2000 2001 01vs 00 CHANGE
Fines, Penalties &
Forfeitures
City Court Revenues $ 347066 $ 325000 $ 274,325 $ 342,000 $ 17,000 52
Library Fines 65,619 78,000 60,000 61.000 _(17,000) -21.8
Total Fines, Penalties
& Forfeitures $ 412685 $ 403000 § 334325 §$ 403000 $§ 0O 0.0

Revenues from City court are budgeted in-line with fiscal 1999 actual levels. The projected court
revenues for fiscal 2000 are down due to a decline in the number of traffic tickets being issued.
Fiscal 2001 budgeted revenues generated from the Public Library are projected to decline $17,000
based on actual collection patterns and the loss of $10,000 in annual revenue from Roane State
Community College (RSCC) for City Library usage by RSCC students. The newly constructed RSCC
campus has library facilities.

Charges for Services - Revenues provided from licenses and permits, budgeted at $391,071,
comprise 1% of total General Fund revenues as outlined below:

ACTUAL BUDGET PROJECTED BUDGET  BUDGET %

1999 2000 2000 2001 01vs 00 CHANGE

Charges For Services:
Rental Of Buildings $ 202463 $ 147,787 $ 100,333 $ 103,521 $(44,266) -30.0
Rental Of Lands 48,400 36,000 84,008 92,950 56,950 158.2
Outdoor Pool Fees 69,862 75,000 70,000 70,000 (5,000) -6.7
indoor Pool Fees 47,053 45,000 45,000 45,000 0 0.0
Animal Shelter Fees 40,951 40,000 38,000 40,000 0 0.0
General & Admin. Costs 17,329 17,500 16,200 17,500 0 0.0
Reproduction of Documents 10,074 15,500 11,500 15,500 0 0.0
Misc. Recreation

Usage Fees 7 893 6,600 9,325 6.600 0 0.0

Total Charges For Services § 444025 § 383387 § 374366 $ 301071 § 7684 20

Rental revenues for buildings declined $44,266 reflecting vacancies in the 301 Broadway Building
and the building that was occupied by Roane State Community College. The new RSCC campus
opened in the fall of 1999. City staff is currently reviewing the status of City-owned buildings leased
to private entities to determine if sale of these facilities is more economically viable over the long-
term. This decline is offset by a projected increase in revenues generated from land rentals. The
increase is primarily the result of revisions in lease agreements for land occupied by private
telecommunication tower sites, which provided the City with revenues for subleases of the towers.
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Collections for other charges for services continue to remain fairly flat. Actual admission collections
to the outdoor pool will be somewhat impacted by summer weather conditions. General and
Administration Fees are charged to offset overhead costs to process miscellaneous billings {(e.g.
damage to City property as the result of a traffic accident).

Interest and Miscellaneous - Revenues provided from interest and other revenues, budgeted at
$577,500 comprise 2% of total General Fund revenues as outlined below. The $50,000 budgeted
increase in interest earnings is based on higher interest rates and actual revenue patterns.

ACTUAL BUDGET PROJECTED BUDGET BUDGET %

1999 2000 2000 2001 01vs 00 CHANGE
Other Revenues:
Interest on Investments $ 618967 $ 525000 $ 600,000 $ 575000 $ 50,000 9.5
Miscellaneous 27,576 1,500 1,500 1,500 0 0.0
Salvage Sale Proceeds 2,665 1,000 1,000 1,000 0 0.0
Land Sale Proceeds 18.800 0 443,810 0 0 0.0

Total Other Revenues § 668008 $ 0527500 $1.046310 § 577500 $50000 95

There are only a few lots remaining in the industrial parks that are available for sale by the City,
therefore no revenue from land sales is budgeted in fiscal 2001. The fiscal 2000 revenue from land
sales is primarily from the sale of the 16-acre site that contained the City’s old Central Service Center
complex.

Fund Balance Appropriation — In fiscal 1986, the City received $23.1 million dollars from the United
States Department of Energy (DOE) as a settlement to cease annual financial assistance payments
from DOE and for ten-years of in-lieu of tax payments. Over the last fourteen fiscal years, the City
has gradually drawn down the fund balance created by the DOE settlement in order to maintain a
reduced property tax rate. Budgeted revenues, expenditures and operating transfers are balanced in
the General Fund through the Fund Balance draw. The fund balance draw for fiscal 2001 is budgeted
at $1,279,873, which is $653,215 less than was budgeted for fiscal 2000. The draw should gradually
decrease each year until a balanced budget (i.e. revenues equal expenditures and transfers) is
reached in about 2006. The actual fund balance draw for fiscal 2000 is projected at $592,840, which
is $1,340,248 less than budgeted. The large variance is caused by a delay in issuing long-term debt
to finance capital projects which resulted in lower debt service payments in 2000 and unbudgeted
revenues from the sale of land at the old Service Center site.
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General Fund Expenditures

City staff's major focus during the budget process is the expenditures in the General Fund. Since
revenue shortfalls must generally be offset by property taxes, the goal of staff is to maintain
expenditures at the lowest possible level while continuing to provide quality services to the
community. Gross expenditures before Cost Recoveries from other Funds, (refer to Scheduie IV and
Schedule V), are budgeted at $16,971,358 for fiscal 2001, up $501,176 or 3.0% from fiscal 2000.

Personal Service expenditures budgeted at $11,676,462 account for 68.8% of total General Fund
municipal expenditures. Personal Services are budgeted to increase $297,152 or 2.6% over the prior
fiscal year. This percentage increase is unusually low due to long-term employee retirements since
the last budget was prepared. Salaries are budgeted to increase $148,244 for merit and a 1.73%
cost-of-living adjustment (COLA). Funding for employee retirement increased $106,071 due to the
biennial rate adjustment by TCRS from 5.79% to 6.80% of covered gross wages. Health insurance,
which includes medical insurance, life insurance, long-term disability (LTD) insurance and dental
reimbursement, is up $25,284 or 3.0% primarily due to positional changes and LTD which is
calculated as a percent of gross wages.

General Fund staffing levels increased by one-half of a staff year in comparison to the prior fiscal
year. The position of Assistant City Manager (ACM) for Public Affairs was reinstated, the position of
half-time Senior Staff Attorney was upgraded to a full-time Corporation Counsel and a half-year GIS
Coordinator position was added. The vacant position of Assistant City Manager of Operations was
eliminated and one half-time employee was transferred out of the General Fund to the Economic
Diversification Fund. Variances in salaries in the Recreation & Parks Department in activities 974
and 975 were due to the transfer of employees between those activities.

Contractual Services total $4,580,646 and comprise 27% of total General Fund municipal
expenditures. Budgeted funding for Contractual Services increased $345,708, up 8.2%.

Utility services, including street and traffic lighting, budgeted at $1,621,528 comprise 35 percent of
contractual service expenditures. $818,500 is budgeted to maintain traffic and street fighting
throughout the City, up $76,776 related to the Electric Fund investment charge and a 5% electric rate
increase effective May 1, 2000. The Electric Fund pays the cost of initial installation and routine
maintenance of traffic and street lighting. Each year the General Fund pays to the Electric Fund an
investment charge that is 13% of the net asset value of traffic and street lighting recorded in the
Electric Fund. Recent street lighting upgrades have occurred along state streets and high traffic
areas located within Oak Ridge thereby increasing the asset value of street lights and the resulting
investment charge paid by the General Fund. The General Fund pays the actual electric usage
charges to operate traffic and street lights. The remaining $803,028 budgeted for utility charges
includes electric, water, wastewater and gas usage and refuse collection at City owned buildings and
telephone and other communication charges. This budget increased $52,375 due to rate increases
for electric and wastewater service effect May 1, 2000.

$647,371 is budgeted for custodial services at City buildings ($209,280), for mowing and litter pickup
(8348,710) along right-of-ways, at City recreational facilities and at other City-owned sites and for
street sweeping ($89,381). These services are provided under multiyear contracts that increase
annually based on changes in the consumer price index. In fiscal 2001, the budget for these services
increased $32,811 from the prior fiscal year. A new custodial contract was approved in May 1999
resulting in an overall contractual increase of $36,570. Due to changes in the rate structure of the
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contract, charges for specific functions varied from the prior contract resulting in a decline in the
amount budgeted for custodial services in some departments.

Vehicle Equipment Usage Charges are budgeted at $615,811, up $50,073 primarily for police and fire
vehicles. Increases resulted from the purchase of three fire pumper trucks, an aerial fire ladder truck
and additions to the police fleet during fiscals 1998 and 1999. This charge provides funding for future
vehicle replacement in the form of rent and actual maintenance costs. The vehicle rent is paid to the
Equipment Replacement Rental Fund to accumulate cash for replacement of City vehicles. Rental
charges cease shortly after full depreciation of the asset. Vehicles are replaced on an as need basis
rather than immediately after full depreciation.

$605,624 is budget for repair and maintenance costs for City buildings, parks, sporting fields and
other City facilities. This includes annual maintenance contracts for services such as security
systems, sprinkler systems and pest control. The fiscal 2001 budget for these items increased
$75,392, primarily for City owned buildings based on actually occurring expenditure patterns.
Funding for the Central Service Center Complex (CSCC) increased $29,871, municipal building up
$12,842 and $15,000 was added for the now vacant 102 Robertsville Road building. The CSCC is
now approaching five years old and is requiring additional routine maintenance such as painting.

$390,441 is budgeted in fiscal 2001 for professional services, a $4,364 increase over the prior year.
Expenditures budgeted here include $135,000 for communication resources, $50,200 for personnel
costs such as drug screening and medical and psychological exams for police and fire applicants,
$31,000 for housing demolition, $21,235 for computer training and support services, $20,000 for the
annua! independent audit and $12,230 for outside legal assistance. The remaining $120,776
budgeted for professional services is spread throughout the General Fund for a variety of services
such as engineering, surveys, appraisals, library book binding and instructors for recreational
sponsored classes.

$204,587 is budgeted for travel to schools and conferences by City employees. This includes
$71,094 for police and fire employees, $45,500 for City Council, $27,500 for the City Manager and
Legal offices and $24,675 for administrative service. Travel increased $7,964, primarily for training of
the new GIS position.

Funding for the replacement and maintenance of non-vehicle equipment, primarily computers and
other small equipment is budgeted at $186,182. Increased funding of $27,241 or 17.1% in fiscal
2001 is related to computer hardware and software. This includes contractual maintenance on year
2000 compliant software and hardware purchased during fiscal 1999, consisting of the Public Safety
Vision system, a financial software upgrade, the library’'s MARC computer system and related PC
acquisitions. The Public Safety Vision system will include mobile data units when fully operational.

Rents are budgeted at $116,206 for fiscal 2001, a $18,362 increase primarily for leased space
occupied by the Senior Center. The Senior Center relocated to a leased facility during fiscal 2000
due to building structural problems at the City owned site. The City entered into a three-year lease
for this facility with the fiscal 2001 rental set at $56,400. The City is currently reviewing options for a
permanent site for the Senior Center, including construction of a new facility. The rental budget also
includes leases for copiers and other equipment and for portabie toilets at recreational facilities.




$85,000 is budgeted for mailing costs, which includes monthly utility and annual property tax bills. All
central mailing costs are budgeted in one activity, 854 Stationary Stores, and then the costs for the
utitity billings are allocated back to the Electric and Waterworks Funds through cost recoveries.

$59,171 is budgeted for dues, memberships and subscriptions, including library subscription services,
$33,030 for advertising and legal notice publication and $15,695 for printing costs including the
budget document and annual financial report.

Commodities total $530,319 and comprise 3% of total General Fund municipal expenditures.
Budgeted funding for commodities increased $12,541, up 2.4%.

Supplies are budgeted at $249,641, an increase of $11,286 for fire station supplies based on actual
usage patterns for the past few years. Supplies include not only printer and copier paper, ribbons,
toner cartridges, batteries and cleaning supplies but items such as veterinary supplies for the animal
shelter, landscaping materiais for City parks and sporting fields, chemicals for the indoor and outdoor
pool, sanitary gloves for first responder firefighters and ammunition for police.

$110,342 is budgeted for Library materials including book, CD, cassette and video purchases.
$57,240 is budgeted for uniforms, $42,714 for small tool purchases, $37,754 for non-Library books
and educational materials and $32,628 for other commodities, such as computer software. The
budget for these items increased $1,255 from the prior fiscal year primarily related to the uniform
contract.

Other Charges total $183,931 and comprise 1% of total General Fund municipal expenditures.
Budgeted funding for Other Charges decreased $154,225 related to the transfer of budgeted
expenditures previously accounted for in General Fund activity 980, Community Services, to the
Economic Diversification (ED) Fund. The grants planner position, funding for the City’s social
services function administered by ADFAC ($150,000) and funding for the Sexual Assault Crisis
Center ($3,000) are budgeted in the ED Fund in fiscal 2001.

$118,721 is budgeted for property and liability insurance. The City maintains insurance coverage for
property and other liabilities through commercial insurance carriers with per incident deductibles
ranging from $2,500 to $