MINUTES OF THE BUDGET WORKSHOP
OF THE CITY COUNCIL
OF THE CITY OF RUIDOSO DOWNS
SATURDAY, MAY 27, 2006
10:30 A.M.

The Council of the City of Ruidoso Downs met in a budget workshop session on Saturday, May
27, 2006. Mayor Pro-tem Garrett called the budget workshop to order at 10:30 a.m.

Upon roll call, the following members were present:

Councilor Hood Councilor Holman
Councilor Miller Mayor Pro-tem, Garrett

Administrator Waters informed Mayor Pro-tem Garrett there was a quorum.

Also present: John Waters, City Administrator
Jay Smith, Museum Director
Bonnie Richardson
Joe Blaney

APPROVAL OF AGENDA

Mayor Pro-tem Garrett entertained a motion to approve the agenda. Councilor Miller moved to
amend the Agenda to reconvene at 2:30 p.m. Seconded by Councilor Holman.

Roll call: Councilor Hood, aye; Councilor Miller aye; Councilor Holman, aye; Mayor Pro-tem
Garrett, aye. Motion carried.

Councilor Holman moved to approve the amended Agenda. Seconded by Councilor Hood. Roll
call: Councilor Hood, aye; Councilor Holman, aye; Mayor Pro-tem Garrett, aye. Motion carried.

Administrator Waters stated for the record the proposed budget has to be turned into the State no
later that June 1st.

Due to the schedules of Councilor Miller and Councilor Holman the Council decided to proceed
with the Budget Workshop and backtrack where needed.

INTRODUCTION OF FISCAL YEAR 2006-2007 BUDGET

Administrator Waters said we will start with revenues and you have heard me talk about this
before. Ever since the gross receipts went into effect on groceries officially January 2005, we
received that check in March and it was the lowest check on record we had received. | do have
preliminary indications from the State, they are finally auditing us, and they have determined that
there are some minor mistakes. Essentially we are $105,000 less than where we need to be this
time of year. Mayor Pro-tem Garrett asked what do they mean by minor mistakes.

Administrator Waters said we don't have the actual amounts yet. They believe it is an
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accumulation of $40,000 to date but we will take anything we can get. Bottom line is this year
our revenues are about five percent down but Ruidoso's are up. The State is confused because
they know Ruidoso's are up more than they should be and they know ours are lower than they
should be. The problem is they won't give me bona fide numbers until the end of June or first
part of July. This interim budget is due by the 1st of June and the next budget will be due by the
end of July. We may have the numbers in time to change this by the time our final budget is due.
I don't know if it is going to be a significant change or not.

Museum Director Smith asked if you do get the new numbers back and they don't come back in
time to build it into this budget, will you just use that as a cushion and not budget that in until
later in the fiscal year. Administrator Waters said essentially 1 won't do a month by month
budget adjustment. | will look at it midyear and if it looks like it has reverted back to the
original pattern then that is the time I will bring it before the Council. We had a couple of good
months and a bunch of bad ones. There are going to be several items here, we have a zero
increase in salaries because we have lack of capital. We don't have any positions frozen right
now. | am sure we have some things the Council would like to purchase and projects they need
money for. There are several things out there but that is something the Council will have to
determine at the mid-year budget adjustment meeting. This year we are staying pretty flat. This
year we just can't afford a salary increase. We have three separate funds out there. We have the
water/wastewater fund, the museum fund and we have the general fund. If we did an increase in
one we have to do an increase in all. We still don't have a year as to what the museum's revenues
are. 1 am not comfortable with increasing the museum's budget significantly until Jay and |
know how the fundraising events play out. If they play out okay that is certainly something we
can go back and look at. Right now there are problems with the wastewater. Ruidoso jacked
the rate up again. Their director makes more than I do; he is well paid. He is at $72,000 or
somewhere in that range. They have been increasing it and consequently our portion of the bill
has gone up. We are still at 15 percent. We cannot prove that we are not. That is another thing
we have to look into. We are going to continue to try to prove that we are not 15 percent. With
the Indian reservation on line, those will be interesting numbers that we can review. In the
General Fund until the gross receipts stabilize, if our people are hurting, | know the county isin a
position that this is the first raise they get in several years.

Mayor Pro-tem Garrett said | questioned a Ruidoso employee and out of three years they
received a raise one year so we are not out of line that way. | wish we could give a raise. We
allow vehicles to go home and by doing that gas is $3.00 a gallon. We pay 90 percent of the
insurance and Ruidoso pays 80. The insurance went up 5 percent this year. We could make it
80/20 instead of 90/10. We could stop sending vehicles home. We could give a raise but | don't
think it is going to mean any more money in anyone's pocket. | don't think we would accomplish
anything. It all has to come from some place. Certainly Dean and | wrangled with this during
the budget meetings because neither one of us want to not give a raise.

Councilor Hood said I had John run the numbers for me on what a 2 percent raise would cost
roughly and your looking at $45,000 to $50,000 just to give everybody a 2 percent raise. We all
know 2 percent is not a whole very lot. Like John mention the county because | am part of that
county budget and there were several years back to back that we didn't get a raise. We did get at
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the end of the year that $1,000 bonus. We are just in a pickle this year until we can get our gross
receipts tax back up.

Mayor Pro-tem Garrett said | think we can look at it mid-year but I don't think we should jump
until the money is there. To be sensible about a budget, you can't leap until you know the money
is there. If we do we are not being responsible.

Councilor Holman said I realize it is not money in your pocket if you are getting a benefit but it
is still coming out of this budget and benefits are extremely important to most people. That is
the reason they are employed by the city instead of somewhere else a lot of times. To some
people it is not that important because they don't look that far down the line at retirement or
health issues but if you try to take those away it becomes important. It is an important issue and
it is coming out of the budget. It may not be going into your pocket as spending money but it is
income.

Museum Director Smith said ninety-nine times out of one hundred, | am always going to come to
you and try to get their salaries built up at the museum but this is the one in one hundred that I
am not going to advocate for that largely because of what John and I have spoken about because
we just don't know enough yet. If Mr. Hubbard sells 300 tickets this afternoon to the fundraiser
you will see one happy guy but I am not going to count the chickens until they hatch. If we do
not grow that attendance by a certain percentage this year, | cannot come to you and say we are
on an upward trend and until we are on an upward trend you have to manage that in a manner
that allows us to keep the people around, get them seasoned and continue. As much as | would
like to have a 2 percent raise across the board, we don't have enough proof to be able to do that
yet. You may never hear that from me again but that is where | am at too. | would, however,
like to reserve the right to come back and talk to you about the museum especially because we
are a revenue generator more than other departments in December or January when we are the
mid-year point. Because if we have brought in $45,000 this year as opposed to $21,000 last
year, | am pretty sure | can build a strong case for a 2 percent raise but we are not there yet. We
just don't know.

Mayor Pro-tem Garrett said | want every employee in this City to know they are appreciated.
This has nothing to do with whether you are appreciated, not appreciated, they are appreciated
and | know they all work hard. 1 do not want this in any way to reflect on that. It is just at this
time in this budget | don't see how we can do it.

Councilor Holman said I concur. | hate to come into City Hall lately because | think so much of
those employees and the job they are doing. | really feel extremely bad about not being able to
show them appreciation by money but I am thinking back with the school district that | was last
employed by and | can recall at one point they were in the situation we are in. They just didn't
have the money. | went three years with absolutely no raise but when they caught up | got a
good raise.

Mayor Pro-tem Garrett said we gave 5 percent last year. We could have given 2-1/2 percent last

year and 2-1/2 percent this year but the 5 percent we gave last year they have had the advantage
of that for a year.
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Councilor Hood said I respect every one of the employees and hate that we are having to look at
this at this time. We do respect what they do and | know they work hard and it is hard decision
to come up with this. | hope at mid-term we can come back and do something because | know
everybody needs to get a raise. Itis like Dean says it has happened to him and it has happened to
me. Hopefully we can correct the problem at mid-term.

Mayor Pro-tem Garrett said you have to remember that our city administrator probably would
like a raise too and he is recommending no raise. There is a point we have to be realistic and
realistically I don't see how we can do it.

Administrator Waters said | will point out that the past seven years as far back as | can find the
Council has given raises to the employees. | have been in municipal government now for 12-1/2
years. Seven of those years | was in another municipality and half of those years we got nothing.
It is not uncommon and the county is a more usual example of what is happening in municipal
government, three or four years of nothing and then a big one. That is a pretty usual pattern
across the board. The City employees have received a raise across the board every year for the
past seven years. In our police department they were given sizable raises to get them up to the
level of the other departments around us, which they currently are. We are right in the middle of
that level. We are fairly competitive in our working ranks and that is important because we want
to keep those folks employed. This year across the board I am recommending a zero percent
increase. Another thing we brought up last year in the budget was because gas went up over to
$3.00 a gallon in early 2005 we were worried everybody was going to be looking at $3.00 a
gallon gas for the rest of the year. Immediately after that budget was passed for some reason gas
dropped back down to $2.30 and then it climbed up to $2.50 and stayed between $2.50 and $2.60
the rest of the year. Only until last month it started creeping up to $2.80 and $2.90. While other
things are still increasing that 5 percent was discussed breaking it into 2.5 and 2.5. It was felt by
the Council because of the fact we were looking at the high fuel cost that the 5 percent was going
to be valuable to them then. In addition the City footed the bill for the 7 percent insurance
increase last year and 11 percent increase the year before that. This year it has gone up another 5
percent. The lion's share of 90 percent is coming out of the citizen's pocket. This is zero percent
increase but we are covering the majority of the health insurance increase. Across the board
everybody's health insurance went up 5 percent. We have a lot of expenses and we are trying to
fit it under an umbrella that unfortunately is a little bit smaller than the year before.

Councilor Hood said on the county level our insurance went up 6 percent this year. We pay the
standard rate of 80/20.

Administrator Waters said that is pretty common. | have seen in towns anywhere from 50//50 to
100 percent. Most of them though are between the 70/30 and 80/20. We are pretty unusual. We
are probably one of the better ones but that is one of the benefits we provide our employees to
keep them here.

Administrator Waters said on the next page | have the sewer operating expenses pulling in what

we got from Ruidoso. | want to point out for reference now the salary issues. If you find some
more ways to squeeze some more dollars out of the general fund, it is going to be really difficult
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to justify a rate increase to your citizens if you give the employees in the water and sewer
department a raise. As it is, it is going to be difficult to explain to your citizens that the sewer
rates have to go up. We know they are going to have to go up eventually just because of the
wastewater plant. We are going to have to do it this year because the bill from Ruidoso has just
gotten so high. It has taken the sewer part of the enterprise fund and it is out of whack. The
expenditures now are more than the revenues and in an enterprise fund that can't happen. You
have to raise the rates.

Administrator Waters said the first fund is the General Fund. There are three columns. The first
column is the 2005-2006 actual budget. The second column is the amount requested for 2006-
2007, and the third column is the recommended budget for 2006-2007. We actually changed
some of these numbers after talking to the budget committee. The salaries were listed on the
prior page. You will notice the salaries on the salary list are different than the amounts we are
budgeting for the salaries costs. The salaries costs here are the actual cost of what we pay the
employees. We have education incentives, certifications and the step system that we have built
in there as per the personnel policy. It also includes the fact if you have an employee that came
in sometime in the middle of the fiscal year, part of that year they are going to be under the first
step and the rest of that fiscal year they are going to be under the next step. Remember we have
the three-tiered step system to try to encourage longevity. This doesn't count if someone quits in
the middle of the year and you have to hire somebody and this doesn't count if someone gets
their Masters degree in the middle of the year either. That is something we have to deal with at a
mid-year budget adjustment. As far as the legislative salaries, the $5,750 is budgeted basically
off of the amount from last year. We still have an issue with how we pay the councilors, not how
much we pay. We have seen this amount go up for the past five years except for the year you
had eight workshops. That is a planning issue from the administration side. If they are not ready
to give you the picture; you are never going to get the full picture. That is why we try to give
you everything at once and then you have your hearing on the council date and you can mull
these things over. Travel per diem went up because we had more of the councilors participate in
the New Mexico Municipal League's leadership program.

Mayor Pro-tem Garrett asked if somebody sees something they are going to want adjusted, do
you want to know that today so you will have the information to know how it will affect the
budget.

Administrator Waters said yes, | can scribble it in if you do know today but the action will have
to take place at the council meeting.

Councilor Hood moved to recess until 2:30 p.m. Councilor Holman seconded. Roll call votes:
Councilor Hood, Aye; Councilor Holman, Aye; Mayor Pro-tem Garrett, Aye. Motion carried.

Mayor Pro-tem Garrett called the meeting back to order at 2:30 p.m. to continue with the Interim
Budget.

Administrator Waters recapped the morning session.
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Administrator Waters said when we raised our water and sewer rates in 2003 we were in the red.
We are back there again this year. You are going to have to consider a tough choice here. We
can either reduce all our operating expenditures in the sewer collection and you can see we have
done that almost every year. | could probably cut it down to about $72,000 to avoid an increase.
That would get us by exactly zero even balance but that would cut every last thing out of there.
That is for you to consider if we want to hold off sewer rate increase another year. If Dan Gens
were here he would be telling you the same thing I am telling you. It is a difficult call to make
because we have no backup lift station pumps. If they go out we are in trouble.

Mayor Pro-tem Garrett said the one question I had after going to the Wastewater Treatment Plant
meeting is they are billing us "x" number of gallons, are we producing that much water. For a
while we weren't even producing the amount of water they are billing us in the sewer. | don't see
how that is physically possible. They are charging us for water the resident’s use that doesn't go
down the sewer. Especially if you look at the water that was billed.

Administrator Waters said when this came up | pulled out the old stuff that | had from 2003-4
and started redoing the numbers. Bob Snowden was gracious enough to give me all of the data
back to 2003. | got the consumption numbers, which is the amount of water we sell in the city.

It is not possible but I think I can explain what is happening. | am guessing that we have a
significant amount of infiltration coming in where that line crosses under the river. In order to
go after this we are going to have to prove it. In order to prove it we will have to have that line
looked at in that particular area to see if it is leaking. Your city attorney is recommending we put
in another gauging station to double check the numbers. We have to prove it if we are going to
fight these folks on this.

Mayor Pro-tem Garrett said in this particular part of the budget there is nothing matching to me.
When the treatment plant was built it was built for 1.5 million gallons but when it actually got
constructed it was constructed for 750,000 gallons and the pipes got reduced to 750,000. So, we
are now going to put in this big plant but the pipes are not going to hold it. They are not
included the cost of upgrading the treatment plant and that will make the treatment plant cost $60
million. That is something I really want us to check out. We are getting into this treatment plant
so deep and if we don't look at all of the issues, we are going to be dead in the water. If we don't
have lines big enough to carry the flow what are we going to do? If the interceptor line isn't big
enough and we have to replace the entire interceptor line we are looking at big bucks.

Administrator Waters said the interceptor line and this idea have come up before. If we are just
looking at the size of line and the capacity of the flow at a certain grade, the steeper the grade is
the more your flow is up to a certain threshold. The 18-inch pipe in there is at the steepest points
along the way. From what Molzen-Corbin tells us in Phase Il we probably will have to upgrade
those. That is the step from the medium-sized plant to the bigger plant. There are two stages
that Molzen-Corbin are talking about. Mayor Pro-tem Garrett asked is that included in the $35
million and Administrator Waters said no, it is not. That is ten to twelve years out and | don't
know how the Indian reservation will affect that. Mayor Pro-tem Garrett asked will our bond be
paid off by then and Administrator Waters said no. It will be a 20-year bond at a minimum.
Fortunately, that second phase should cost less than this first phase by a significant amount. As
your city grows your bonding capacity increases. The plant is being built to this size and being
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phased this way because they wanted to make sure the growth kept up with the bonding capacity.
The big part has to come now because of the phosphorus. Congressman Pearce is going to do
everything they can to help us this time. We are his top priority for New Mexico but that doesn't
get us out of the problem we are in now. | will tell you this is an interim budget. We have to
show the State that we can afford to move into the next year. That doesn't mean it is a final
budget. When we get down to the water and sewer fund you are going to have that tough choice.
You are going to be looking at some kind of a sewer increase. Right now this year you are going
to be about $9,000 in the hole. This isn't just Ruidoso Downs' rate. You have to factor in the 5
percent default rate that our citizens are doing. Five percent of our population isn't paying their
bill. It is an unfortunate situation in the municipality that the people that are doing a good job
paying their bill have to pay for the people that aren't. This 5 percent default rate is calculated as
a loss and we have to cover that loss. There was further discussion about the wastewater
treatment plant and probable leaks in the pipes.

Administrator Waters said on the museum to date we have completed three quarters of a year
under the City. We have seen some things we don't necessarily like. They are not unmanageable
but they have been called into question for what is going to happen in the future. The first thing
is the revenues for the Cowboy Symposium. If you remember we budgeted for $50,000. We
didn't get any of it this year. | think we are only going to get $2,500 of it for this year. Not only
did they grossly over estimate it but we thought we were going to get $20,000 from that and as
Jay will explain later it has gone down significantly. We have since pulled out of that arena but
we will do the children's events and the education events. The track wanted to do the
Symposium.

I am getting indications from the Taxation and Revenue Department that there are some serious
problems with what they are doing. There are some problems with their reporting. They pulled
two months to look at it and | think they are up to about $40,000 in errors they found that are to
our benefit. The problem is we are $100,000 under what we should be. They are performing a
full audit on Ruidoso Downs and that is important. We have fought for that and Bill Fulginiti
has finally convinced them of it especially after our last check that was in the negative. They
believe there are some significant reporting problems but they will not know until July or August
of this year if they have resolved those ills. I am not ready to come to you after seeing what has
happened to me over the last eighteen months with the revenue roller coaster we are on and put a
higher gross receipts tax in there. I think in six months we will have a much better picture of
what is going on after this full audit. 1 am assuming about August or September you are going to
see a larger than normal check for us.

Administrator Waters discussed incentives for certifications for public works and public safety
employees.

When you look at the Municipal Court, this is largely what the judge requested. There is a new
employee on there that the councilors are aware of. There is a court bailiff position that has been
provided. We have alternate judge costs, which Judge Mansell added in this last year.
Essentially everything he has asked for has been added in. We put $950 in his
telecommunications budget because that is what it has been running.
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Next is the Executive Department, which is pretty much the same thing across the board. 1 put in
a requested amount and mine like everybody else's got pared down. Essentially this covers
election and executive supplies, which also helps do things for the Legislative branch. We pay
for mailers out of this. We pay for the costs of some of the memberships like the New Mexico
Municipal League, Council of Governments in Roswell, and the RC&D. It is basically the same
as last year.

Finance and Administration is Carol's department and she controls her budget very well. She
never asks for more than she needs. Of the people that got capital outlay this year, I felt like hers
was very important. She is requesting $11,142 to continue turning the files into a long-term file
management system. This is the next phase; it will help archive the documents onto the disc so
we can search. This will free up some storage room. | felt this was important and | talked to the
budget committee about it. She asked for new furniture for $4,000. She has since changed her
idea and now wants a fireproof safe. Mayor Pro-tem Garrett said | think we need to look at that
mid-year because | think it something we do need.

Museum Director Smith said the museum really should be keeping some of its collections
records offsite in a fireproof area. It would make sense to do it here so we might split that.
Administrator Waters said Carol said as soon as she finishes this stage, she will be able to work
on file management for the other departments. Councilor Miller suggested having a fireproof
area underground.

Administrator Waters said in addition to our insurance going up, our liability on police, civil
rights and workers' comp have all gone up. That equals to us about $10,000 in the general fund
and probably another $4,000 spread between the museum fund and the water and sewer fund.

On Parks and Recreation, this is just the operating budget. We have listed some projects under
other funds. This basically stays the same except in some of their line items because their usage
has been lower. They didn't use very much in materials and supplies. They did have tools
budgeted.

For the Senior Citizens' Center you will see that we are still budgeting for that one position of
$29,409. We still budgeted the $5,000 recreation activity fee. We cut back on vehicle
maintenance by $50 because they have a new van that is fairly low on maintenance. We have
$200 drop in equipment repair. Councilor Hood said it is hard for the elderly people to get in the
van. Administrator Waters said we provide the water and sewer. Councilor Hood said Ada
asked for more money to help with the electricity bill. We have a big walk-in cooler and walk-in
freezer and then we added the refrigerated air.

Administrator Waters said next is the Police Department. Star line items training and travel per
diem. We are fortunate enough to have is a Law Enforcement Protection Fund and it allows for
training and per diem. Even though we have dropped them by $1,500 less than the chief has
asked for, he actually has $8,400 in training and $4,500 in per diem. In addition, we have
uniform money. These are things we are allowed to pay for out of the law protection fund.
There are only eight or nine things they allow us to pay for out of this fund. Otherwise, the
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funding is pretty much as recommended. They did request a vehicle. At this time we are not
buying any vehicles. They did get a vehicle this year after the mid-year adjustments.

Animal Control is the next one. She had a bunch in vehicle operation cost that hasn't been spent
so that has been reduced from what they requested but it is above last year.

Under Code Enforcement, it is about the same budget. We did increase line item vehicle
maintenance and repair a little bit.

For the Fire Department | have about seven line items shaded. From the Fire Protection Fund
they received about $43,000 last year to $52,000 this year so we got about a $9,000 increase that
we are receiving from the State. This is a fund that we have to spend every penny of by the end
of the fiscal year. This money should be spent first and keep our money in the general fund. We
have $10,000 in matching funds to try to get a ladder truck. Right now we have one motel and
one assisted living facility coming in and we have the race tract. All of those need a ladder
truck. | have applied for a grant through FEMA to try and get a ladder truck. Those trucks cost
between $175,000 to 200,000 for a good used one. We don't have a station we can put one in.
We are designing the new fire station on Wood Lane to put that ladder truck in. We are finally
going to get the fire station started. Since we only got $41,000 from the State, | intend on taking
that $41,000 and adding to it. If we get the grant we will have in the range of $130,000 to
$140,000 to start working on the Wood Lane fire station. It will get a shell built that will be
heated. It will have to be a two phase project. It will be bare bones to start with but we will get
it started.

Next is Licensing, Planning and Permits. Here again Tom spends just what he needs. We are
increasing the vehicle costs because the gas went up.

Next is the Street Department. First of all, materials and supplies, Dan Gens had requested
$50,000; you will notice there is $25,000. Primarily that is for materials for the streets. The
Street Improvement Fund has more than compensated for that. Line item Street and Drainage
Repair Improvements, we are putting infrastructure monies dedicated for regular infrastructure
into this. That gives us an additional $129,000 for street and drainage repairs. That should cover
River Lane. That does not include North Central because that is a larger project. We have a little
money here for right of way easement acquisition. This year we are putting more money into
street improvements than ever before.

Next is the Garage. We are going to cut the office. We didn't have enough to do it this year. |
think we really need it but we are not going to do that. Otherwise, they are budgeted the same as
they were last year.

Next is Legal. Dan Bryant is requesting more money. He has spent a lot of time on the
wastewater treatment plant. Mayor Pro-tem Garrett said | don't know why we can't get some of
his money from the wastewater treatment authority because they keep taking John Underwood
and we keep taking Dan with us. There was a brief discussion about the wastewater treatment
plant. Administrator Waters said as far as legal fees, understand that Dan Bryant asked for
$139,000 last year and we cut that back to $129,979. He has asked for $137,000. | am
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recommending $135,000. He has been working with us a lot more this year and he is a good
attorney. He wrote a letter and | will pass it around showing how he bills.

On the Non-Departmental remember we got a $5,000 grant for the Economic Development
Board so that is essentially what we are budgeting for next year. These are funds for advertising
and promoting your community. Our Community Business Action Plan shows five target
industries that we would like to bring into our town.

The Beautification Committee recommended an entry sign. | have budgeted $7,000 for an entry
sign coming in from Roswell around the Lincoln County Solid Waste site. The State Highway
Department has to approve it.

I have moved the Water Rights and Acquisitions over to the Water and Sewer Improvements
Fund. We have been budgeting about $225,000 a year for this.

The Humane Society costs us $25,000. They told us they are going to keep us at the same level
as they did last year. It is better than being in the dog pound business.

General Fund encumbrances are things that we have budgeted for last year but the invoices have
not been submitted.

Non-Departmental No. 2, the first thing is the Village of Ruidoso Police Department position.
We paid this last year to get our 911 system lined up for Ruidoso Downs. Their police chief told
our police chief they were not going to do it anymore but we are going to the State about that.

The Village of Ruidoso Library is requesting $22,000. | don't think we have the money to
support it. Councilor Miller said she would really like to support the library. Administrative
Waters said the citizens are paying for the library two ways. The county that collects money
from the cities on property taxes put money into it. The schools put money into it and they are
collecting property tax. There was further discussion about the library, and the Village of
Ruidoso not supporting the museum nor meals-on-wheels in Ruidoso Downs. Administrator
Waters said he would circle it for further consideration.

We have budgeted $2,100 for the Awards Banquet. This went up by $100.

Next are the transfers and the museum is the same as last year. We have added $6,000 for the
roll offs the Beautification Committee requested for L.C.S.W.A.

Next is the General Fund Revenues. Where we used to increase those by $100,000 a year, now
we are looking at a net increase of about $25,000 a year. If they straighten out the gross receipts,
maybe | can add the $80,000 gone from there. | have made this a very flat increase. The County
Assessor tells me that property taxes went down for Ruidoso Downs. This is going to take the
bonding capacity that was right at a million dollars down to $930,000.

The other thing you will see on there, our cops are writing more traffic tickets. It looks like we
are about $5,000 above budget.
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The interest income from the interest bearing general account, since the finance policy went into
place that you passed, this is a revenue source that you did not collect before 2001. It has gone
up significantly. We have invested our money wisely and we are going to continue to do that.
We are now pulling in money to go back into the museum fund from the Hubbard's money they
gave us. We are doing really well in interest income. You will see the CCI Grant Phase Il; this is
the $5,000 grant we got for Economic Development.

Operating Revenue is basically carry-over cash from last year. We anticipate the carry over cash
will be about $600,000. Basically, this is everything unspent at the end of the year that gets
rolled over into the next year.

We have the Transfers in to the General Fund of $20,150. The gas tax money we are transferring
in goes straight to street maintenance. The Lodgers' tax non-promo is money for administering
the lodgers' tax fund and goes into the general fund.

Our reserve requirement is $235,000. We will have a reserve of $247,000 so we meet our 1/12th
reserve in good measure. We have $141,142 in capital projects that is being recommended. We
have $851,871 in operating expense. One of the differences between the two is some of the
operating went over to the fire department to help pay for the fire station. The budget reflects a
tight budget to get through the revenue protections we have coming up. It is better to plan for a
bad time and hope that it is going to improve.

You will notice the 5 percent insurance increase is budgeted in this for everyone. You have the
judge as an elected official who was voted on in 1996 or 1997 to allow him to have insurance.
That is the only elected official by ordinance that is allowed to have insurance in the city. This
tabulates all the cost in the general fund alone. The other funds that have employees are the
Museum Fund and the Water and Sewer Improvement Fund.

The Infrastructure Fund is the money coming in. We have 1/8th of a cent for water and sewer
and 1/8th that we are going to transfer to the streets. That equates to $121,880 a piece. This
money comes into this fund and then is transferred out as soon as it comes in. Some of this
money will go toward sewer line improvement. The matching funds do come from this fund.

Next is the Museum Fund. The expenditures are first. We can't guarantee the revenues. The
race tract got $300,000 to $400,000 a year in grant money in fund raising activities. We haven't
seen that yet. We took over after the fund raising opportunities started and we haven't seen
anything since then. We did get the $1.5 million from Mr. Hubbard and he has helped out on
quite a few other events. We don't know how much profit these things bring in. Because we
have these State laws that prohibit it, we have 501(C) 3 just to help the museum out with raffles
that the city can't do to help peruse the money for the museum.

Museum Director Smith said Mr. and Mrs. Hubbard typically gave $300,000 a year out of their
own pockets or out of the Foundation to the museum and that did not include certain events that
they have done every year like the Palm Golf Tournament, etc. Those events would raise
$250,000 to $500,000 and we missed out on those last year. We have to look at this and see
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what do we think we can realistically generate from this and then we divided it by about three
because we want to be safe and not sorry. We also had to see what the admissions to the
museum really brings in. Last year that building alone brought in 21,172 visitors. We have
trimmed in the neighborhood of $400,000 from the expenses just this year alone since the city
took over if you were to project the entire year. This isn't where we want it to be but we can
operate this facility. | feel comfortable with this budget but it is something we will have to
monitor. They never really went after grants or foundations other than their own. We talked
about bringing on a person after the fiscal year that has some corporate fund raising experience
and that will be very complimentary to my own skills. Administrator Waters said that is not a
new position and it has been budgeted; it was basically Sunny's old position. We have turned
this into a true line item budget. You will see there are two items on capital. The collections
storage building comes from a HUD grant for almost the entire amount. There is parking lot
chip seal that the Mayor has asked that we do. This will pay for the materials and we will do the
chip sealing. We bare boned the revenues but Mr. Hubbard is well on his way to bring some of
those revenues back. You know and the State knows that this museum is going to succeed; we
are not running in the red at all. Any fundraising that Jay is working on in June, July and August
will generate money for us and that is beyond this.

Administrator Waters said the Judicial Education Fund is higher because we have more ticket
revenues. Court Automation is the same thing. You get it and pass it through.

The Local Government Correction Fund, this is a fund that we haven't spent. In fact, this wasn't
even budgeted by the chief this fiscal year. This is another one of those funds. Spend it before
you have to spend the other funds so you don't have to worry about doing it at the end of the
year. Some of this money helps out the police department and the dispatchers for the training,
surveillance cameras, etc. Mayor Pro-tem Garrett said we have to figure out how to get caller
I.D. in.

We found out we have another $3,000 coming to us in the EMS Fund for a total of $6,000. This
will also help our fire department out. You can use this for training and materials and supplies.

The Gas Tax Fund from the three gas stations we have in town is dedicated by State Statue to go
into certain things as listed. We can transfer a certain amount into the General Fund so we have
$11,000 going in for street materials and supplies. We also have $20,000 in the Street
Improvement Fund to deal with maintenance repairs.

The Lodgers' Tax Fund is the requested amounts as put to us. Remember last year the pitch |
made to the Council is bringing the museum in is only doable if a very significant amount of our
promotional money and some of our non-promotional money goes to promote the museum. This
year your lodgers' tax paid for six billboards set up throughout New Mexico. We are putting
$25,000 like we did last year to promote it. That left an amount of $23,500, which is up a couple
of thousand from last year. Last year was the first year we didn't give money to the motorcycle
rally. The Board recommended $3,000 this year and they asked for $5,000. It is the Council's
right to reallocate anything they don't believe is benefiting the citizens and particularly to your
lodgers to keep their hotels filled. The Auxiliary for Ruidoso Downs got cut pretty bad. The
Summer Concert Series got $4,000 to promote it. The Zia Festival got $1,000. The Chamber of
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Commerce got cut about $2,000. The Art in the Pines Studio Tour got $200 and | know they
have at least one on the tour in Ruidoso Downs. What upsets me is the radio advertising. Tim
Keithley is getting only $4,000 this year. Mayor Pro-tem Garrett said what upsets me is the
Auxiliary. Itis always used in the confines of Ruidoso Downs. $2,000 is just no money for
advertising. Councilor Miller asked is the $50,600 the total amount. Administrator Waters said
that is the total projected. That could change a little bit. This is what is left over after you
allocate $25,000 to the museum. We also have $2,100 dedicated to city pins and city maps we
hand out.

The non-promo lodgers' tax does not have to be used for promotion. It can be used to improve
your parks, Christmas lights, police traffic control for racing events, All American Park walkway
construction, the visitors' center and 5 percent goes into the general fund. Then we have $60,850
non-promo that goes to the museum to help operations. This is allowed under State statutes.

A celebration of the sixtieth anniversary of the incorporation of Ruidoso Downs was discussed.

Administrator Waters said we have $2,800 in the Recreation Fund that is unallocated. You can
use it for city-sponsored events.

Next is the Solid Waste fund. | have the same amount in it but I am being told this is going to go
up $1.85. They will have to come before the city council. Next year the Municipal League is
going to lobby to get a credit from the State for municipalities that have 20 miles or more to go
to their landfill. There was a lengthy discussion about solid waste rates.

Next is the Water & Sewer Improvement fund. Most of these projects are carryover. We are
trying to get some projects finished this year. We do have $250,000 for water rights acquisition.
We have $725,000 in the Riverside well. We have the SCADA system we are carrying over.
We have $145,000 left from the Miriam project and we are going to do as much of Wood Lane
as we can. Part of the Wood Lane will be paid for by a private contractor. The Sanitary
Improvements Phase | is the same thing we had last year. Doug Siddens is paying for bringing a
line up from Parker Road to Agua Fria. That is about $150,000 and we are putting in another
$50,000. Hopefully we get a grant this year to match. We always put in $10,000 for emergency
water in case we have a valve break or sewer pump. It is a contingency fund.

Councilor Holman arrived back at the meeting.

Next is the Water and Sewer Improvement Fund. You will see that | have for the water side as
opposed to the wastewater side, $10,000 budgeted for the electronic water meter replacements.
We actually got a grant for $180,000 to put everybody on electronic water meters. We have
$10,000 for spare pumps for the system. Usually we buy about $4,000 worth of fire hydrants per
year. Dan asked for $15,000 but we can only afford $5,000. The Denton well does not have
auxiliary power and | felt like that was important so we have budgeted $25,000 for dedicated
power to the Denton well.

Sewer collection, there is your $9,000 if you want me to cut but it will take out manhole rings
and lids, spare lift station pumps, and portable sewer vacuum unit that they have asked for. 1
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think we need all of these. The new wastewater rates are factored in here. They increased 7.4
percent for operations and 7.5 percent for the reserve. | can put this off one more year but that is
all. That is what | need to know is whether you want me to raise it or strip it or a combination of
both. There was a discussion about just charging a minimum or per gallon usage.

You will see that revenues are fairly flat. We have a lot of people skip out on their bills but we
are calculating that into those increases.

The Water and Sewer Security Fund is the deposit people put on their account. It has to stay in a
separate account and you have to have it available when they leave. We can't even get interest
on it. That is a pass through fund.

The Colonias Fund is the grant | got last year for the water rights. As soon as we put in the well
we are going to put water rights in. We got $500,000 and we are matching it with $50,000.
Our citizens get more State money per person than any other town around here.

Mayor Pro-tem Garrett asked do you see any problems with this budget before we get to the
Council meeting. Administrator Waters said | circled the items that everybody indicated they
wanted to see looked at. Lodgers tax, there is the projects money which | think we can pay for.
At least $2,800 can come from the cigarette tax money. | will put in children or youth events.
You can change any of this Tuesday night. If we put something in for the library we will have to
take it from some place else. | am taking any suggestion if you want more money in one place or
less in another.

Museum Director Smith discussed the Institute of Museum and Library Services and their
project grant program that would help pay for collaborative projects for the Hubbard Museum
and the library in Ruidoso.

Councilor Miller moved to adjourn at 6:55 p.m. Seconded by Councilor Holman. Motion
carried.

Mayor Pro-tem Garrett

ATTEST:

Carol Virden, City Clerk
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