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OFFICE OF THE MANAGER
BOROUGH OF CHAMBERSBURG
100 SOUTH SECOND STREET

CHAMBERSBURG PA 17201

October 30, 2006

To the Mayor and Town Council of the Borough of Chambersburg.

I am Dieased to submit for your review and consideration the 2007 Budget for theBorouSh of Chambersburg in accordance with the Code of the Borough of
Chambersburg Chapter 50, the Borough Manager is responsible for preparing and
submitting to Town Council a budget for the next fiscal year with an
messaae. I think the budget document clearly sets forth the challenges which this
governing body and our community face as well as an appropriate fiscal plan o mee
rseTallenges. Moreover, the fiscal challenges that we face o-r the next several
years will be discussed since we are rapidly approaching the end of this decade.

The year 2006 has been one of
recognition and achievement. In
May 2006 the Borough received the
Governor's Award for Excellence in
Local Government for its innovative
approach to managing the electricity
market uncertainty by constructing
state of the art generation facilities
and negotiating a power supply
agreement that optimized the value
of the Borough's generation
capabilities. The Borough also was
recognized by being the recipient of
a series of grant awards. The first
was announced by Congressman
Shuster and the Department of

Homeland Security which awarded the Borough $202,231 to purchase and upgrade thenrDepaS.^"dio system to , n™ UHF dtjital -v"* -
„«h Frattklln Coutity's radio sysfm tje other wo rSLSo tte
first was a grant from the Department of Conservation and Natural Resources n ne
amount of $150 000 which will be used to bring about significant improvements to the
Tke waters Memorial Park. The second grant was from the Department of Community

Ken Klothen (DCED) presents Governor's Award to
Council President William McLaughlin



and Economic Development in the amount of $165,000 to replace p mast lightingD^es in th^downtown This grant was the result of Governor Rendelfs Hometown
Streets Initiative. Town Council took two significant actions with
adoDted a riqhts-a-way ordinance as a tool to maintain control of the Boroug g
of-way since the Federal and State legislatures (prompted by the
industrvf are attempting to reduce the Borough's authority in that area. Toanl'e ordinance in an effort to provide for aquieter^ ,Tmt1
oeaceful community. Town Council engaged Johnson, Mirmiran and Thompson (JM )
to assist Ttte updating of the Borough's Comprehensive Plan as well as in the
Dianninq for the Elm Street Program. These two planning initiatives will be extremely
fmoortant to the community as we move into the next decade. Two significant public
works projects were brought online in 2006. The Borough's
tank was incorporated into the water system in the
demonstrated its value in the heavy rams and flooding of June 2006. As a result or tnis
storm event the Borough was unable to operate itsWatei^r^en Thus, the
Borough turned to its storage capacity to
provide water to the community without the
plant operating for more than a day. That
storage capacity consists of not only the new
tank in the Chambers 5 Business Park but also
the Birkenbine Tank, the Dull Hill Reservoir and
the clearwell at the Water Treatment Plant. The
Borough also completed the Falling Spring
Interceptor project in the downtown area which
enabled development to continue in the
northeast quadrant of the Borough as well as
portions of Guilford Township. The Borough has
continued to work on three other major projects
- the $1.1 million Roland Avenue Improvement
(Safe Routes to School) project which we
expect to be complete in late Fall 2006, the
S5 2 million Village on Falling Spring project
which we expect to be complete by late spring of 2007 and the $1.5 million South End
Sanitary Sewer project (including the reconstruction of Mill Road) to be complete by th
summer of 2007. Moreover, in 2006 the Borough will have invested in
million in street improvements (including Roland Avenue). '
that is about as much as the Borough invested during the entire decade of the 1990s in
street Improvements. With the Borough's continued '®®^®''® '̂P
new or upgraded infrastructure (and a healthy economy), we ®fP®®* ^®
to continue the strong commercial and residential development in the Borough.
the housina market has softened somewhat in comparison to the last two years, \we st iiexpect sSnifTcant residential development in Laurich Meadows, The Enclave, Map e
Run, Mill Creek Acres West, Nicholson Square, Grandview Crossing, Progress Squa
and Progress Village.

Chambersburg's Water Storage Tank in
the Chambers 5 Business Park



ThP budaet Dresentation will provide an explanation of each major appropriation andloL revenue cateS of the general fund as well as abrief summary of each of the
enteS ?unds internal service funds. There are anumber of fisca impacts
that are spread throughout the 2007 budget. First, with regard to personnel
fsee the chart in Section No.7), the total number of authorized positions is schedulefe DoSns This number reflects the actual hiring of three (3) firefighters whose
Dositions were allocated in 2006. Additionally, it reflects the addition of two (2) Police
officers and three (3) sanitation workers. Moreover, it reflects the upgrade of two ( )Sime positions (1) in Recreation and one (1) in Community Developmen toS.™ SecoU, th. b»d,.. includes ^ZS
employees in the Borough. However, it must be noted that the Borough is cur y
negotiLing with the Chambersburg Police Officers Association and ^
for new contracts beginning January 1, 2007. Third ^00^ Xut an^
hpalth care costs resulting in a premium of almost $2.7 million in 2UU/ (wiinoui ariy
changes in benefits). Though the Borough joined the Capital Region
rCRIT'l and the Pennsylvania Municipal Health Insurance Cooperative (PM )SSe ot cJlec^vefy purchasing employee health benefits with the expected resuj
being a reduction in health care costs, we will not know the ° - g. x
exoerience until mid 2007. Fourth, for the tenth straight year we are budgeting for Stat®
Aid to cover much of the 2007 municipal financial obligation for the Borough s Pensio ^HowLer the Borough's share of the pension cost in 2007 will double in compar^on to
thP 9nn6 Borouoh contribution Moreover, it should be noted that absent State Aid theBorough ITteCdSr. to ,h. eniiro cost ($1,023,899 in f
ruorS is the o,ui«al.nt of appfOxMol* 6-1/3
Fifth for the tenth straight year there are no universal transfer r- j u
(including unemployment compensation) and Workers' Compensation Fun s. o ,durtrextroorS losses in certain departments, there are targeted transfers to the
Workers' Compensation Fund from the Electric, Fire, Police, Recreation and Ambula
Departments in 2007.

With certain inflationary costs as weil as our effort f° ^
additional personnel allocations, the General Fund contains a f.®' ®
increase of three (3) mills for 2007. Additionally, we expect our electric rates to increase
in the soring of 2007 Moreover, we are recommending a$5 increase in the annual fee

S"l.™liPinsppotion of fonlal pfope/fiPS,
increase would result in total revenues of approximately
re-insoections) This amount would pay for approximately 89/o of the total costs or tneye£"?n1pection of rental properties program. As - to the
decade the real estate tax rate and electric rate increases for 2007 will not be an
anomaly As we move through this budget presentation, you will
fhatTould result in an additional seven (7) mills of real estate taxes from 2008 to 2010
il JS as an PlPcthc fata i""aaa. rasultipg Irom anp» P°»»?f a"PP »
sewer rate increases resulting from the upgrade and expansion of the Wastewat
Treatment Plant.



il ISSS r2oT "«5S-o?S
Sf'sT.ffiSo'nS "TfaSTriSa^
2001, $38,072,775 in 2000, $40,681,845 in 1999 and $45,019,371 m1998,

Respectfully,

^ric "W. Oyer,

Eric W. Oyer,
Borough Manager

New businesses come to Downtown Chambersburg



GENERALFyND

PLAN TO THE END OF THE DECADE

Given the recommendations that will be made 8
throughout the General Fund presentation, »
the fiscal year 2007 cannot be taken in g
isolation. As was noted previously, the |
recommendation is for a three (3) mill real i
estate tax rate increase in 2007 to support
five (5) additional positions as well as an
upgrade of two (2) part-time positions to full- f
time positions. Moreover, in 2008 Iwill again
be recommending a three (3) mill tax rate
increase to cover the costs of an additional
police officer as well as the debt service on a
bond issue for the construction of a new
police station and renovations to Borough
Hall. This will be the first time since 1998 that
the General Fund has had any debt service
payments. As you will recall, in December

fo™ .hr&2Zi"cr—"a.. I"
thev noted "the existing Chambersburg Borough Hall is a historic building with limitecaoabiSres for e^Ssion and/or addition due to the lack of available space surrounding
the buildina Its historic building status and location within the historic district Theyfurther nliled thafthe "space program or spatial 'wish lisf of each departnient does
reflect an overall need for more enclosed building space; however, this overall need forLddltionrspacrcan be somewhat alleviated by more efficient use of the existmg
soace "Having reviewed the study and discussed its results with the A®®'®*®an^Deoartrlie^ HeaTit made no sense to Invest up to $1.27 million (in 2005 dollars)
in renovations with the results being ageneral dissatisfaction with the available space
However in light of the recommendations from the Municipal Resources o
Deoartment Review (September 2006) which include five (5) additional POlice officers
throuah 2010 Iam recommending that the Borough construct a new pohce station in
hp Thfrd Ward A^roposed location for this facility would be the old Thaddeus StevensSchlS sitro? the'cTner of S. Main Street and South Street which is currently owned
?v the ChambersburArea School District (CASD). CASD officials have indicated a
willingness to work with the Borough to acquire the ^ ^er 2^^^
the recommendations of the Chambersburg Police Department Study (September 200 )as weN as arecert tour of the new police station in Carlisle, it is evident that the Pol^e
Department should have astation which accommodates J
planned for the department as well as contains features such as aroll call room, better
training facilitias and adaquat© lockar space.

Proposed site for new Police Station



Municipal Pool at Memorial Park

Purpose

Debt Service
Local Library
Street Lighting
Gas, Water and Electric
Fire Apparatus
Fire Station and Municipal Building
Ambulance and Rescue Squads
Pensions

Shade Trees

Additionally, in 2009 and 2010, 1will
be recommending a two (2) mill tax
increase in each of those years. The
total offour (4) mills would be for the
purpose of two (2) additional police
officers, three (3) additional
firefighters and debt service on a
bond issue for the renovation of the
Municipal Pool. Memorial Park and
the Municipal Pool are invaluable
resources for the community. In
2004 the Recreation Department
completed a study of the Municipal
Pool that called for $2.5 million in

iviuiiioiycii. ww. - renovations. If Town Council is

interested in Including any other recreation capital Improvements (l.e^ Mike Waters

The fiscal Impact of these recommendations raises the question of the boroughs

levy additional mills for the follov/lng special purposes.
Millage

unlimited
unlimited

8 mills

8 mills

3 mills

2 mills

1/2 mill

1/2 mill

1/10 mill



GENERALFUND

REVENUES

GENERAL FUND REVENUE

Q Interfund
Transfers

• Operating
Income

While many local governments are
facing virtually flat revenues (declining
revenues when adjusted for inflation),
we are budgeting a 1% increase in
general fund revenues for 2007. This
increase comes primarily from revenue
categories such as real estate tax,
wage tax, deed transfer tax and the
Emergency and Municipal Services
Tax (EMST). In addition to the real
estate tax rate increase, the increases
in these taxes are associated with
development in the Borough. Once the
Borough is essentially built out, one
must anticipate that the real estate tax

recelDts will actually go down due to reassessments, the wage tax receipts will orily be
adjusted for general Increases In wages and the deed transfer ax receip s
reduced by one-half or more.

Moreover, we may see a reduction in EMST
revenue as early as next year. It is our
understanding that the leadership of the PA
General Assembly is committed to making
amendments this year. If the amendment
provides for the withholding of the tax over
the entire year in 2007, we could lose up to
25% of our budgeted revenue from EMST.
The 2007 budget does not reflect the impact
of such an amendment. In fact, in 2007 we
budgeted an increase in EMST receipts
because there are now more people working
in the Borough (approximately 22,500) and ^
the low income exemption refunds have been less than anticipated.

Even with the increases from the revenue
additional three (3) mills ($489,000) in the real estate taxes for 2007 ^ave ^d®^^
hudnet of $646 715 since we are budgeting 2007 appropriations of $2? „ „ . .Sid rS"u.s (inoludins tr.nsfcrd" to he at $9,810,500. The shortlall
S SoSSih teseoL irom the pdo, ,.a, ia order to
« mauired bv State law. The projected cash balance at the end of 2007 is $733,995
which is 70% of the 2007 General Fund appropriations. This cash position is consistentwJh Council's policy of maintaining an unreserved, undesignated fund balance of not

N. Third Street improved with EMST monies



1,.== th:,n of that year's total appropriations. This deficit budget (appropriations

entitted "C?ties°Caught in Cash Crunch" also tells what things could be like if we do not

Deoartment of Community and Economic Development (DGED), notes mat uutu nas
identified 100 municipalities that are financially endangered following an
f^ancial statements He indicates that most are boroughs and cities. Boroughs and
cities are the communities without growth.

Rpinw are two (21 tables which provide information on the Borough's real estate tax and
r=»nS 19M, tL Is ImpoBss. sisc. -e.l »x

annroximatelv 40% of the General Fund operating income in 2007. Thus this niaxes
fhe rTeslate taxVe major source of revenue to meet rising expenses in the future.

Table

RFAL ESTATE TAX MILEAGE HISTORY

YEAR

1990

1991

1992

1993

1994

1995

1996

1997

1998

1999

2000

2001

2002

2003

2004

2005

2006

2007

BOROUGH

30.5

30.5

30.5

30.5

30.5

30.5

30.5

30.5

30.5

30.5

30.5(12.2y
12.2

12.2

12.2

17.00

17.00

17.00 ***

20.00

COUNTY' SCHOOL TOTAL

14.0

15.5

15.5

15.5

17.0

18.0

18.0

23.0

23.0

23.0

25.75 (10.3y
10.3

14.75

14.75

16.75

20.75

21.75

83.0

92.5

97.5

104.5

113.0

116.0

116.0

120.5

123.5

127.5

129.5(51
54.3

56.79

58.33

62.53

67.00

70.68

.SY

Includes library support of0.6 mills /DnD\
*Rates after change from 40% to 100% Ra lo (

Borough represents 15.5% of the total millage in 2006***

127.5

138.5

143.5

150.5

160.5

164.5

164.5

174.0

177.0

181.0
M85.75 (74.3y
76.8

83.74

85.28

96.28

104.75

109.43



Table

RFAL ESTATE TAX REVENUE HISTORY

TAXABLE TOTAL
YEAR ASSESSMENT REVENUE

1990 $49,183,600

1991 51,621,500
1992 53,986,660

1993 54,841,270
1994 55,256,660
1995 55,766,400
1996 56,904,460

1997 57,514,670

1998 57,565,860

1999 58,351,860

2000 58,964,040
2001 152,687,000(1)
2002 154,920,000
2003 156.461.167

2004 156,803,930
2005 160,597,210
2006 164,173,580 (2)
2007 168,517,729 (3)

$1,456,589
1,493,141
1,580,447
1,607,951
1,613,600
1,626,116
1,661,128
1,667,494
1,696,045
1,705,895
1,734,260
1,811,866
1,810,580
1.851.523

2,547,855
2,668,300
2,711,600 (e)
3,272,000 (b)

REVENUE

% GROWTH

8.0

2.5

5.8

1.9

0.2

0.8

2.2

0.4

1.7

0.6

1.7

4.5

-0.1

2.3

37.6(4)
4.7

1.6 (e)
20.7 (b) (5)

% CPI-U

6.1

3.1

2.9

2.7

2.7

2.5

3.3

1.7

1.6

2.7

3.4

1.6

2.4

1.9

3.3

3.4

3.4 (e)
3.0 (e)

ALL

CONSTRUCTION
VALUE

,244
060

459

709

,058
,465
,181
317

237

925

726

064

,459
722

565

230

892 (9/06)

$43,833
10,588
31,996
19,404
22,145
13,564
23,119,
20,333,
18,818,
25,073,
22,802,
15,306,
18,889,
18.787

27,170,
40,520,
50,381,

This reflects the taxable assessment based on 100% PDR. Through January, 2004 the
taxable assessment is subject to further adjustment due to interim and supplemental
taxes as well as the results of assessment appeals.

(2) Borough Tax Duplicate (3-1-06).
(3) School Tax Duplicate (7-1-06).
(4) Revenue growth includes 4.8 mills tax rate increase
(5) Revenue growth includes 3.0 mills tax rate increase

As one can see 2007 will be a record year In terms of the value of building Permits£ued forconsiructl. Through September 2006, Commonwealth Code nspect^n
(.hP BoroVs cod.

iciqued oermits with a construction value of $50,381,892. While tnal,™SMTo^oomn9 in th. Borough, ills hot iodtct... o th.

Ss'oo "hi. 20 mills would i.sull in Ih. Borough rerremng .ppro»m.l.iy $80,000
from construction value of $50,381,892.



BOROUGH OF CHAMBERSBURG
GENERAL FUND REVENUES 2007

12.0%

0.8%

9.4%

14.6%

6.2%

13.6%
2.9%

40.5%

• Real Estate Taxes
• Other Taxes
H Wages & Net

Profits Tax

I I Licenses, Permits,
Fees, & Others

• Federal & State
IP Interest I noome
• Transfers from

Other Depts.

• Surplus Operating
Funds (Diff. bet.
rev. & exp. to show
what is needed to
cover all exp)

Target construction begins in the commercial area of the Gabler Tract

10



fiFNERAL FUND

appropriations

GENERAL FUND EXPENDITURES
12.0

10.0

8.0 .••I
M 6.0

4.0

2.0

0.0

ssassgssss
1I1ISIIII2

o o

< < < < << < < <

pni ir.F DEPARTMENT

The Police Department has the largest
appropriation in the General Fund with a 2007
budget of $3,946,950, an increase of 8.6%
over the 2006 budget. The departments
budget represents 37.7% of the 2007 General
Fund appropriations. The budgetary increase
($312,600) is reflected primarily in the
following categories: payroll ($2,118,150),
pension ($465,700) and health insurance
($512,800). The costs of the two (2) additional
police officers are reflected in the payroll and
health insurance categories. The pension
category will not be impacted by the additional
officers until the following fiscal year. It should ^aa ao/
be noted that in 2007 the contributions to the Police Pension p
nf the total reauired Borough contributions to its pension funds. In fact, personnel
(Davroil ?nd rS) costs represent 87.6o/o of the department's budget. Moreover the
department's transportation costs will increase by 25% in order to fPPr°P"®'®'y
desired vehicle replacement program. In 2007 the department has scheduled the
replacement offive (5) vehicles.

11
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Since the late 1990's the Local Law Enforcement Block Grants (LLEBG) primarily haveJ,^D?orted the department's capital budget. With the Borough's match (approximately
in»/ of the local proiect monies), the department has had significant monies availab
lort.™ »onll J Muipm.nt Asumm,., ol tl.os. ...il.ble funds «a.
follows:

LLEBG/Borough

97/98

98/99

99/00

00/01

01/02

02/03

03/04

04/05

05/06

06/07

Total

Federal Grant Local Match Total

$83,470
85,375
83,085
77,421
83,457
44,444
34,011
16,050
17,500
10,474

$535,287

Corporal Cody &Chief DeFrank
with the new Tactical Team Vehicle

$9,265
9,486
9,232
8,602
9,273
4,938
3,779
1,783
N/A

N/A

$92,735
94,861
92,317
86,023
92,730
49,382
37,790
17,833
17,500
10,474

$56,358 $591,645

The above numbers clearly reflect the
benefit of the Block Grant Program to the
Police Department, the General Fund and
the community. However, since the 2002-
2003 grant year, the available monies
have declined as a result ofa reduction in
grant monies and the County taking a
share of those monies. For the first time
in almost a decade the department
requested general fund monies to begin
the upgrade of the police communications
in 2006. This upgrade is being driven by
the County's Public Safety Radio Project
which will result in a new UHF radio
system. The department projects that it
will invest approximately $162,500 in new

radio equipment in conjunction with the new County system. The
$112 500 for portable radios in 2006 and is budgeting $50,000 for mobile units in 200Tfhl department alL is close to completing anew wireless communication system that
SfenableThe laptop computers in poiice and fire vehicles to communicate with the
Borough's computer system in Borough Hall. This new wireiess
possible through aCOPS Technology Grant sponsored by Congressman Bill Shuster^
The department put into service in 2006 anew custom-built police tactical earn vehiclemadrSLsible by a State grant sponsored by Senator Terry Punt. In 2007 the

12



Hpnartment expects to put into service a new special van that will also transport the
tactical team equipment and members. This van is made possible through aState gran
sponsored by Representative Rob Kauffman.

The above information shows just how valuable grant prograrns have been to the
ChambSuii Polic D.papm«l With the .nticipatetl
aoDroximatelv $74,000 in 2007 while the average cost of a police officer wn oe
aooroximatelv $90 200 it is the staffs intention to seek grant funding for the five (5)SorSci cAioet. through 2010 ,o«nded b, tte
Recentiv the State House of Representatives convened to address the growingpSSet'df gun tdlated .iol.nce throughout tho OMO n"ot;»Vh:
QriooWcir nf thp Hous© introducsd a nsw initiativ© known as 10,000 n© y
2010" Through this initiative the State would allocate $225 million to ^
Dolice officers statewide by the end of the decade. If anew grant program to support th
hiring of municipal police officers becomes a reaiity, Town
accelerating the schedule for the hiring of police officers as set forth in the Police Study.

In 2007 the department will continue its drug enforcement efforts. It will continue to
assist the FrankNn County Drug Task Force with its heroine initiative activities as well as
IS* SS $5,525 fowaids thrdd (3) court, drt.ctl.o. '"f^
Denartment's Crime Impact Team will continue to focus on illegal drug a^twity in tnetoouT"Sfcllly. th. ddpartrrrrtit will contiau, it. drrtg f
the DARE (Drug Abuse Resistance Education) Program for the Chambersburg AreSchool dU^CCASD) at the Middle School level. The department has nine (9)
sDeciallv trained officers to teach students alternative lifestyles to drug abuse. The
CASD reimburses the Borough for the cost of this drug education program. TheSI "soSS. uooparall?.!, with th. CASD to pro.kl. aP»l »
r.hambersburo Area Senior High School, J. Frank Faust Junior High School and the
Chambersburg Area Middle School on a daily basis. In addition to the school distric,the SroSh also provides special police assistance to the Franklin County Housing
Authority, the Chambersburg Mall and several other school districts in the are .

FIRF^ AMBULANCE (EMS) AND THE
FIRE CODE DEPARTMENTSFire, Ambulance, &Fire Code

« 1.8

i S S i ^ ^ ^ ^ < I
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Th©s© combined departments under the
direction of the Emergency Services Chief
(BSC) have the second largest 2007
appropriations category in the General
Fund. The combined 2007 budget for
these three departments is $2,766,065, an
increase of 8.2% as compared to the 2006
budget. Much like the Police, these
departments' costs are driven by payroll
($1,175,030), pension ($133,700) and
health insurance ($326,750).



The departments' budgets represent 26.5% of the Genera Fund appropr,J^ns. The
Dersonnel (payroll and related) costs for these departments represent 67.4 Aof thai
budaets With the anticipated hiring of a new Emergency Services Chief, I think that
Town Council should provide the department with specific direction either prior to or inLnlnS with the new chiefs arrival. That being the case. Iwant to prov.de ^
Council with an overview of a series of recommendations for the
which have been incorporated into the 2007 budget. My recommendations are as
follows:

1. Ordination ^ r n
Town Council should ordain the department as follows.

The Fire Department is a department within the municipai government of the
Borouoh of Chambersburg. The Chambersburg Fire Department, under the
suoer/ision of the Emergency Services Chief, combines volunteers and career
personnel to provide fire prevention/suppression and emergency medica
services.

The volunteers are members of one of the five volunteer fire corbpanies
(chartered in the Borough). The volunteers must meet certain requirenients for
departmental membership as determined by the Emergency Services Chi .
The career personnel include the ESC, the Assistant ESC and not ^4
career firefighter/EMTs. Three of the firefighter/EMTs may be promoted to the
position of Captain and three may be promoted to the position of Lieutenant.

FnTw!?i'aTc'cypra"nce''by one of the volunteer companies chartered by the
Borough aperson would become avolunteer member of the Department through
the following process: (1) submit application for membership to the ^ ®
Emeroencv Services Chief, (2) satisfactorily complete a physical examination and
within one year of membership, (4) attend one departmental training session p
month, (5) participate in at least 5% of the total Department f.re calls, and (6)
remain physically fit for duty based on abiennial physical examinati

' up to ,» (6) cru.- flrs.gh»r/Eb.rp
three (3) in 2009) to the present complement. The six (6) additional careerShSis wli Se used to insprov. ,hs ,«sc.i..n,s. dths ;
suppression operations as well as the f
Prevention Code and the suppression preplanning efforts. The addition or six
career firefighter/EMTs and the redeployment of the career firefighter
from the Franklins would facilitate the Headquarters engine responding as afullystaffed (cLeeO engine company. An analysis of the fire call data for_^he past three
years (2003-2006) would indicate that an engine company would be capable of

14



handling (suppressing) 99.6% of the Borough fire calls. When a full alarm
occurred, the dispatch in addition to the Headquarters engine would be the
Headquarters truck (supplemented by the ambulance crew, if available), the
McKinley Street engine (all volunteer) and a Franklin's engine (all volunteer). If
any of the engines were unavailable for a full alarm, the Borough has a number of
companies on box assignments (automatic mutual aid) which will provide the
necessary engine and personnel within the NFPA response standards. The
automatic mutual aid assignments are backed by formal mutual aid agreements.
The Department shall establish the following time objectives for fire suppression
based on the NFPA standards; four (4) minutes or less for the arrival of the first
arriving engine company at a fire suppression incident and/or eight (8) minutes or
less for the deployment of a full first alarm assignment at a fire suppression
incident for 90% of the incidents.

4. Career Supervision ^ ^ + k
It is proposed to improve the day-to-day supervision of the department by
promoting six (6) of the career firefighters to the positions of Captain (3) and
Lieutenant (3). In 2005 Council approved an amendment to the Borough's Civil
Service Rules and Regulations that provided for these positions. The pay for ^e
Lieutenant's position would be 5% above the highest paid firefighter position
(Firefighter V&10 E.D.) and the pay for the Captain's position would be 10%
above the highest paid firefighter's position. By contract the staff will be required to
"meet and discuss" the proposed supervisory positions and pay rates with the
Firefighter's Union. This proposed approach to supervision in the Fire Department
is modeled after the supervision in the Police Department. The Lieutenant and
Captain positions are essential to improving the daily functioning of the
Department.

NOTE: It is imperative that additional career personnel be part of a defined strategy
to meet certain public safety needs.

The Fire Department will transfer $50,000 to
the General Capital Reserve to assist with
the resurfacing of the bay floor and the
renovation of the kitchen at Headquarters
Station. The department is also looking at
the possibility of roof replacements at both
Headquarters and McKinley Street stations.
The Ambulance Department has budgeted
$27,250 for a specialized stretcher and a
small vehicle to transport equipment at
special events. The department is looking at
grants to fund these requests. Grants have
been of great value to the Fire Department as
well as the Police Department. Congressman
Bill Shuster sponsored a grant through the
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Department of Homeland Security which will provide $202,231 to purchase and upgrade
the department's portable and mobile radio units to be compatible with the County s
new UHF digital system. Moreover, the department has been informed by the PA
Emergency Health Federation that it will receive grant monies to replace all of the
department's AED units. It should be noted that the departments will make atransfer of
$25 000 to the Workers' Compensation Fund to support losses in the past year,
should also be noted that the Ambulance Department is expected in 2007 to generate
$570,000 in revenue representing approximately 6.9% of the General Fund operating
income. Moreover, in the near future Council should receive a report from its ALb
Advisory Committee regarding the feasibility of the Borough upgrading its current EMS
operation from basic life support (BLS) to advanced life support (ALS). The committee
has prepared a preliminary report which is currently under review by Parastar Inc., an
EMS/Fire Consulting, Management and Billing firm from Southfield, Michigan.

HIGHWAY. TRAFFIC AND STREET LIGHTING DEPARTMENTS

Highways, Park. &Traffic, &StreetLights
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These departments deal with the traveling
public with a combined 2007 budget of
$1,322,850, a decrease of 35.4% as
compared to the 2006 budget. These
combined budgets represent the third
largest appropriation category in the 2007
General Fund. These departments
represent 12.7% of the 2007 General
Fund budget. The decrease in these
departments is attributed primarily to the
decrease in programmed appropriations
for the construction and overlay of streets
and alleys in 2007. In 2006 the Borough
will spend in excess of$2 million on street
improvements including a $1.1 million

Roland Avenue Improvement project (Safe Routes to School). The 2006 street
improvement effort is about as much as the Borough spent on street improvements
throughout the entire decade of the 1990's. 2008 will also be a big year in stree
improvements as we plan to undertake the $1 million Brumbaugh Avenue Improvement
oroiect. Just like Roland Avenue, we will be seeking a Safe Routes to School grant to
help fund this project. Given the effort which the Borough has made to improve its
streets, alleys, bridges and stormwater drainage in the past five (5) years, it is important
to note the following for the record:



TABLE

PUBLIC WORKS PROJECTS

2002 ACCOMPLISHMENTS

A. RECONSTRUCTION OF STREETS
East Washington Street
(Second Street to Third Street)

B. OVERLAY OF STREETS
Progress Road

Eisenhower Drive

Broad Street

North Seventh Street

South Fourth Street
(Catherine Street to Washington Street)

South Sixth Street

(Lincoln Way to Catherine Street)

North Street

(Broad Street to the terminus)

C. OVERLAY OF ALLEYS
Delaware Court

(Pennsylvania Avenue to Norland Avenue)

Rutherford Court

(Fourth Street to Seventh Street)

Smith Alley
(Harrison Avenue to Second Street)

Riddle Court

(Vine Street to Commerce Street)

Cambridge Court
(Hudson to Ohio Avenues)

Morrow Place

(Alley north of College Avenue parallel to Edgar and
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Wilson Avenues)

Jaguar Court
(1®" alley north of McKlnley Street between Brumbaugh
and Stouffer Avenues)

Meridan Court

(Alley parallel to Park and Ramsey Avenues between
Scotland and Wilson Avenues)

Dupont Court
(Alley parallel to 6^^ and Streets from Montgomery
Alley to East King Street)

D. BRIDGES
Grant Street (replace deck)

E. STORMWATER DRAINAGE
Martin Avenue (at Hood Street)

PUBLIC WORKS PROJECTS

2003 ACCOMPLISHMENTS

A. OVERLAY OF STREETS
Coldbrook Avenue

(McKinley Street to Wayne Avenue)

Hood Street

(Lincoln Way to Commerce Street)

Orchard Drive

(Long Lane to Stanley Avenue)

Grandview Avenue

(Franklin Street to King Street)

Long Lane

B. OVERLAY OF ALLEYS
Taylor, Pine and Pierce Courts

Taft & Filmore Courts

Goshen Court

Monroe Court
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Calvert Court

Rosemont Court

Ruthrauff Court

Prescott Court

Swan Court

McKinley Court

C. STORMWATER DRAINAGE
Brandon Drive/Stanley Avenue upgrade

High Street upgrade

D. RECONSTRUCTION
Orchard Drive Rail Crossing

in 2003 West Catherine Street from Main Street to Redwood Street was overlaid with
Community Development Block Grant monies.

PUBLIC WORKS PROJECTS

2004 ACCOMPLISHMENTS

A. OVERLAY OF STREETS
Hollywell Avenue (also construct shoulder)
(Industrial Drive to Borough line)

King/Glen Streets
(Area around fountain)

Rustic Hill/Westgate/Brookwood Drives

Summer Street

(Stouffer to Brumbaugh Avenues)

Elder Street

(Seaton Court to Proposed Rife Street - base only)
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B. OVERLAY OF ALLEYS
Ludwig Avenue
(Third to Washington Streets)

Burkhart Avenue including Sumac Court
(Franklin Street to Lincoln WayWest)

Shireman Court

(Queen Street to Lincoln Way East)

Buckeye Court
(Liberty Street to Rutherford Court)

Coyote Court
(Buckeye Court to Elm Avenue)

Clippinger Alley
(Second Street to Harrison Avenue)

Central Avenue

(Lincoln Way East to Washington Street)

Ludwig Avenue
(Second Street to Central Avenue)

Stanley Court
(Liberty to Catherine Streets)

Bison Court

(Elder Street to Commerce Avenue)

Duke Alley
(Elder Street to Commerce Avenue)

Etna Court

(Duncan Avenue to King Street)

Pine Court

(Cleveland Avenue to Tyler Court)

Rutherford Court

(Eighth Street to Coldbrook Avenue)

Pomeroy Court
(Franklin to Federal Streets)
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c.

Cemetery Alley
(Franklin to Hood Streets)

Polk Court

(Ludwig Avenue to Queen Street)

Allison/Arthur/Alpine Courts
(entire lengths)

STORMWATER DRAINAGE
Ohio to Roland Avenues

In 2004 the Borough reconstructed the Wayne Avenue/Derbyshire Avenue intersection
in a cooperative project with PennDOT.

PUBLIC WORKS PROJECTS

2005 ACCOMPLISHMENTS

A. RECONSTRUCTION OF STREETS
Roland Avenue (design)

B. OVERLAY OF STREETS
East Catherine Street
(6^^ to Coldbrook)

Franklin Street

(Lincoln Way to Loudon Street)

South Street

(Main Street to Hollywell Avenue)

Grant Street

(Kennedy Street to Fifth Avenue)

King Street
(Main Street to Second Street)

Fifth Avenue

(Grant Street to Rotz Lumber)

South Seventh Street
(Wayne Avenue to terminus

Hamilton Road
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C. OVERLAY OF ALLEYS
Harrison Avenue

(Queen Street to Waters Playground)

Ludwig Avenue
(Second Street to Third Street)

Tyler Court
(McKinley Street to LortzAvenue)

D. STROMWATER DRAINAGE
East Washington Street
(East Point to Seventh Street)

PUBLIC WORKS PROJECTS

2006 ACCOMPLISHMENTS

A. CONSTRUCTION OF STREETS
Roland Avenue (to be completed in 2007)

B. RECONSTRUCTION OF STREETS
Mill Road (to be completed in 2007)

0. OVERLAY OF STREETS
Wolf Avenue

Third Street (King Street to terminus)

Mt. Moriah Street

Edglea Drive

Elm Avenue

Washington Street (Sixth Street to
Coldbrook Avenue)

King Street (Hood Street to Main Street)

Kennedy Street

Water Street (Queen Street to South Street)

Grant Street (Kennedy Street to Second Street)
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Norland Avenue (Scotland Avenue to highline)

McKinley Street (Fourth Street to Sixth Street)

Orchard Drive (Main Street to Wayne Avenue)

Stouffer Avenue

In 2006 we will have used Community Development
Block Grant monies for the reconstruction/overlay of
Oak Street and the overlay of Burkhart and Conner
Avenues. Additionally, the Borough worked with
CSXT and PennDOT to have the at-grade railroad
tracks on South Main Street removed.

Bruce Carbaugh-Streets Supervisor
In the Public Works Deoartment

PUBLIC WORKS PROJECTS - 2007

OVERLAY OF STREETS
West Queen Street

Central Avenue (Washington Street to McKinley Street)

Norland Avenue (Scotland Avenue to Edgar Avenue)

Stanley Avenue (Blanchard Avenue to Stouffer Avenue)

Total for 2007 projects

PUBLIC WORKS PROJECTS - 2008

RECONSTRUCTION OF STREETS
Brumbaugh Avenue

OVERLAY OF STREETS
Cleveland Avenue
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$ 70,000

$ 20,000

$ 50,000

$120,000

$260,000

$1,000,000

$ 75,000



North Fourth Street

Hazel Street

Mentzer Avenue

Laurel Avenue

Lineworker Jerry Overcash
repairs traffic signal

Total for 2008 projects

$ 50,000

$ 25,000

$ 25,000

$ 25,000

$1,200,000

It should be noted that the 2007 Traffic budget
continues the $30,000 transfer to the General Fund
Capital Reserve (traffic section) for traffic signal
construction and replacement. In 2006 we installed
two dedicated left-turn signals - one (1) on
McKinley Street at Stouffer Avenue traveling
eastward and one (1) on Norland Avenue at Fifth
Avenue traveling westward. In September 2006
Town Council approved a contract in the amount of
$457,000 for a traffic signal coordination system for
the Norland Corridor as well as the installation of
traffic signals at Norland Avenue and St. Paul's
Drive, Norland Avenue and Parkwood Drive,
Norland Avenue and Gateway Avenue and Walker
Road and Gateway Avenue. We expect the
installation of these signals as well as a new signal
at Scotland Avenue and the new Norland Avenue to

be operational in early 2007. Moreover, a Hometown Streets grant of $165,000 will
bring about the replacement of 22 mast lighting poles in the downtown in 2007. A
transfer of $30,000 from the street lighting operating budget to the General Capital
Reserve fund will support this street lighting project. Moreover, in 2007 the Borough will
complete its traffic signal LED (Light-Emitting Diode) program with the relamping of
traffic signal heads at approximately 25 signalized intersections. Replacing the green
and red incandescent lamps with LEDs is important because LEDs have an extremely
long life span and are significantly more energy-efficient than incandescent bulbs.

RECREATION DEPARTMENT

The Recreation Department, the fourth largest General Fund appropriation category,
has a 2007 budget of $1,121,050, an increase of 8.2% over the 2006 budget. The
department represents 10.7% of the 2007 General Fund budget. The personnel (payroll
and related) costs represent 59.3% of this department's budget. As was noted
previously, the budget contains the position of a full-time Program Supervisor. The
supervision of department programs has been carried out by part-time personnel to
date. It is anticipated that such a position would allow for the expansion of existing
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programs as well as the development of
new programs and events. With new and
expanded programs and more effective
marketing of those programs, it is expected
that the community's recreational needs
will be better met as well as additional
income will be generated for the
department. This is consistent with the
following major recommendation in the
Comprehensive Recreation, Parks and
Open Space Plan - "The Chambersburg
Recreation Department should continue to
actively look to develop new and diverse
recreation based programs that meet the
immediate needs of the local residents and

that can continue to generate program-based revenue." The department will transfer
$20,000 to the Workers' Compensation fund to cover losses over the past year. The
department also will transfer $30,000 to the General Capital Reserve (Recreation) to
support some minor capital improvements in 2007 (air conditioning in Bard Hall and the
Skate Park in Memorial Park).

However, the Recreation Department has
outlined almost $4.5 million in needed capital
projects in the near future. The department will
get started on some of that work in 2007 with
improvements to the lighting at Henninger Field
as the result of the generosity of the Clay F.
Henninger family and improvements to the Mike
Waters Memorial Park as the result of a
$150,000 DCNR grant. When DCNR Secretary,
Michael D. Beradinis, visited Chambersburg to
announce the grant award, he noted that
"Chambersburg is one of the best communities,
doing it the right way." Ithink his comment "doing
it the right way" was a reference to the Borough's
efforts to develop a Comprehensive Recreation,
Parks and Open Space Plan and a Master Site
Plan for the Mike Waters Memorial Park and
then seek funding to support components of the
plan. The department anticipates that the DCNR
grant along with the Borough's match will enable
the department to implement phases three and four of the recommended improvements
to the Mike Waters Memorial Park. As was noted previously, I have recommended a
bond issue in 2010 for the $2.5 million renovations to the Municipal Pool at Memorial
Park. As was noted by the consultant in the Comprehensive Recreation, Park and Open
Space Plan, the top priority for the Borough is to put a majority of its financial support

Skate Park in Memorial Park



into the rehabilitation of existing recreational facilities. The consultant went on to say
that continuing to obtain future recreational land should be a secondary priority.
However, in the last two years the Borough has acquired 19 acres of land in new
developments which will need to be developed. The Recreation Board is currently in the
process of reviewing RFPs from consultants with regard to the creation of recreation
site master plans for parks in three new developments. Additionally, the department is
reviewing RFPs from consultants with regard to a Conococheague Study which would
provide for enhancing that water resource to better complement the rail trail and the
Village on Falling Spring projects.

GENERAL ADMINISTRATIVE DEPARTMENT

The General Administrative Department has the fifth
largest appropriation for the 2007 General Fund. This
department represents 7.5% of the General Fund
budget. The department's budget for 2007 is $788,150,
an increase of 5.6% over the 2006 budget. The
Administrative Services (Finance) Department
represents just about 45% of this department's budget.
The General Administrative Department contains the
overhead of all the General Fund departments as well
as salaries for elected officials and tax collection
expenses. It is from this department that we finance
special services such as our annual report to the
community. This department continues a very modest
transfer to the General Capital Reserve (General
Administrative section) to be used for physical
improvements to the second floor of Borough Hall as
well as the replacement of office equipment.

PLANNING. ZONING AND CODES DEPARTMENTS

Before After

Results of Housing Rehabitation Program
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The combined 2007 budget of the
Planning, Zoning and Property
Maintenance Departments is
$413,700, an increase of 20% as
compared to the 2006 budget. These
departments represent 4% of the
2007 General Fund budget. The
increase in the appropriations for
these departments is significant
primarily due to a full-time position

(Community Development Specialist) which replaces a part-time position. This position
represents an expansion of the previous Housing Rehabilitation Specialist position with
additional responsibilities in terms of Property Maintenance inspection as well as the
administration of grants (i.e. HOME grant for housing rehabilitation) and other CDBG



"bricks and mortar" projects. This will enable the Planning Administrator to place greater
emphasis on the Elm Street and Comprehensive Planning processes as well as enable
the staff to put some additional hours into Property Maintenance Code enforcement.
Recently the staff met with the strategic planning committee of the Chambersburg Area
Development Corporation (CADC) to discuss the Borough's code enforcement program,
especially the Property Maintenance Code. As CADC considers additional investment in
Downtown Chambersburg it is looking to the Borough for consistent and aggressive

enforcement of the Property Maintenance Code.
CADC intends to continue to partner with the Borough
to build a better community.

MISCELLANEOUS DEPARTMENTS

The combined budget for these departments in 2007 is
$98,450, an increase of 1% as compared to the 2006
budget. These departments represent less than 1% of
the 2007 General Fund budget. The maintenance of
landscaped areas (especially in the Downtown)
represents over 50% of this budget.
The notable 2007 appropriations are as follows:

of
FftA»K«S-W
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Street trees on S. Main St.

Civic Purposes
Shade Tree Commission
Emergency Management
Fair Housing
21®^ Century Partnership
Maintenance of Landscaped Areas

$ 8,000
$10,000
$10,000
$ 1,000
$ 4,000
$50,000

BOROUGH OF CHAMBERSBURG
General Fund Appropriations 2007

4.0%

10.7%

12.7%

26.5%
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ENTERPRISE FUNDS

The Borough has six Enterprise Funds (Electric,
Gas, Water, Sewer, Sanitation and Parking).
These funds are supported by revenues
generated from charges to the users for
services rendered. The funds are not supported
by tax dollars or transfers from other funds. The
established charges (rates) which determine

^ ^ ^ t revenues for these funds can be adjusted at
/ —A * anytime throughout the year. At this time we

ji>\ v\ JmHI anticipate an increase in the electric rates in the
spring, 2007 due primarily to PJM slashing by
roughly 50% the Borough's allocations of
Auction Revenue Rights (ARRs) for 2006/2007.
PJM Interconnetion is a regional transmission
organization of which the Borough is a member.

The Borough receives ARRs (credits) on their congestion costs because the Borough
helped pay for the construction of the Bedington-Black Oak transmission line prior to
deregulation of the electric industry. PJM can collect congestion costs for transmitting
power over the Bedington-Black Oak line when the amount of need for the use of the
transmission line exceeds the line capacity, thus constraining the line and causing
congestion. With the loss of up to 50% of our financial hedge against these congestion
costs, the Borough is exposed to an estimated $5.7 million in additional congestion
costs for the year beginning May 2006. Thus, the Borough has filed a complaint with the
Federal Energy Regulatory Commission (FERC) in an effort to seek a refund of the
current congestion costs being paid to PJM and to seek a long term solution to the
congestion costs issue. Moreover, the American Public Power Association (APPA) has
been very supportive of the Borough's position in this issue. In the September 4, 2006
issue of Public Power Weekly APPA wrote - "Something is very wrong, APPA said in
support of two small municipal utilities facing millions in unexpected congestion charges
levied without warning by the PJM Interconnection. In an August 23'̂ filing, APPA told
the Federal Energy Regulatory Commission that a complaint by Chambersburg, Pa.,
and Front Royal, Va., makes a persuasive case that PJM violated its tariff and the
Federal PowerAct in slashing their allocations of financial transmission rights (known as
auction revenue rights, orARRs) by almost half although there was no material change
in the towns' ARR requests, power supply resources or loads from prior years. But
putting aside the tariff and legal arguments and looking only at the damage PJM's
actions have wrought, the situation cries out for redress" APPA said.

While not associated with the 2007 budget, utility rates will be affected by two (2) other
events in the upcoming budgets. First, another electric rate increase is expected in
2008 as a result of a new power supply contract. The Borough's current wholesale
power supply contract with Detroit Edison Energy Trading (DTE) expires December 31,
2007. Whether it is an extension of the existing contract with DTE or a contract with a
new supplier, current electric market conditions indicate that we should expect

Computer map showing PJM Congestion
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significantly higher wholesale power costs. While we
intended to develop a rate stabilization fund that would
help to mitigate the immediate impact of higher
wholesale power costs on our customers, the PJM
congestion costs issue has rendered that impossible in
light of the ongoing capital requirements for the
Borough's electric system. Second, sewer rates will
need to increase in order to fund the upgrade and
expansion of the Wastewater Treatment Plant. As the
result of significant growth in the Borough and the
surrounding townships. Town Council engaged Buchart-
Horn, Inc. to develop an Act 537 Sewage Facilities Plan
for the Borough. Additionally, the Municipal Authorities
for Greene, Guilford and Hamilton Townships have also
undertaken Act 537 planning. The primary purpose of
the Borough's 537 planning is to evaluate alternatives
for expanding capacity and implementing nutrient
removal technologies at the Borough's Regional
Wastewater Treatment Plant. While there are no study findings at this time, it would not
be surprising if the capacity of the plant will need to double. Such a finding would result
in the need for significant capital to expand and upgrade the Wastewater Treatment
Plant.

While the citizens of the Borough will be faced with increased utility costs in the future,
they still benefit greatly from the Borough owning and operating its own electric, gas,
water and sewer systems. As Alan Richardson, President and CEO of the APPA,
recently noted in a speech regarding public power, "we exist to serve the public
interest...city-owned and state-owned utilities are still here because they are responsive
to citizens, not share-holders, and they have built a track record of low rates and
superior service."

ELECTRIC

The mission of the Electric Department is as follows: The Chambersburg Electric
Department will provide to our customers viable energy products and services that are
safe, reliable and competitively priced. The Electric Department will produce economic
and other benefits for the Borough, its citizens, its employees and its customers while
operating in a professional and courteous manner within a structure of local
accountability and local control." The Chambersburg Electric Department is the largest
municipal electric utility in Pennsylvania. Of the 35 municipal electrics in Pennsylvania,
Chambersburg is the only one with generation capabilities. As was noted previously,
the department faces significant challenges in 2007 with the PJM congestion cost issue
and the development of a new wholesale power supply contract. As if dealing with the
complexities of the deregulated electric market is not enough, the department is
responsible for among other things its $1 million investment in the underground electric
with regard to the Village on Falling Spring Project, the installation of approximately $/2
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Harry Cooper
Electric Supply Supervisor

million in new traffic signals, the administration of the
Hometown Streets grant to replace all of the mast
street lights in the downtown and the energizing of
the significant development that is occurring in the
Borough. In 2007 the department will contribute
$775,000 to the General Fund. That contribution
represents 3.7% of the 2007 projected revenue from
the sale of electricity. Below is a table showing much
of the department's capital work for 2007.

Table

2007 Electric Capital*

Install gate and rebuild vehicle bridge over stream at power plant $ 200,000

Install switches, transformers and underground cable
in newdevelopments $ 315,000

Construct the Cree Substation expansion $ 800,000

Begin implementation of remote meter reading project $ 50,000

Construct alternate feeds to Hospital from 12 KV Source $ 85,000

Purchase manlift for use at Orchard Park Generating Station
(replaces rental unit) $ 25,000

Provide for back up master for SCADA $ 50,000

Provide for improvements to distribution system (poles, service, etc.) $ 175,000

Reconductor feeder cable along 1-81 $ 85,000

Begin voltage conversion in Rustic Hill/Geyer Drive Area $ 85,000

Provide for improvements &enhancements to generation stations $ 70,000

*List does not include all capital work Total $ 1,940,000
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GAS

The mission of the Gas Department is as follows: "The Chambersburg Gas Department
will provide our customers with prompt, professional service; a reliable and safe system
with reasonable and stable rates. We exist to generate benefits for the community we
serve." To that end, the department continues to be successful by providing a safe
natural gas utility, gas rates significantly lower than the local private gas systems,
service that is second to none and contributions to the General Fund to offset Borough
property taxes. Though the department has not had a rate increase since January,
1995, it has had to pass on the Borough's higher wholesale gas costs over the last few
years. As we approach this winter, the department projects that the Borough's
residential heat customers will pay a little bit less than last winter. Since the Borough
has the lowest gas rates in the State, we know that the Borough's residential gas
customers will pay less than natural gas customers in the region. Last winter Columbia
and PP&L (investor-owned utilities) residential gas customer costs averaged 22-33%

higher than the Borough's residential gas
customer costs. However, it appears that
extremely high gas commodity costs as well as
continued price volatility will continue in the gas
industry for the foreseeable future. As Dr. Mark
N. Cooper, director of research for the
Consumer Federation of America, noted in the
March 13, 2006 issue of Public Power Weekly
- "Financial markets, not supply-and-demand
imbalances, are a driving force behind high
natural gas prices. The gas market's heavy
reliance on unregulated commodities trading

and policymakers' refusal to intervene in gas
Gas Supervisor Nick Jacobs markets are big factors."

In 2006 the department replaced over a mile of cast iron and bare steel mains with
plastic while adding 2-72 miles of new plastic mains primarily in conjunction with the
residential and commercial development on the Gabler tract. The department has
undertaken a number of cost saving measures (in-house leak surveys, in-house electro-
fusion of plastic pipe, etc.) as well as membership in the Municipal Gas Authority of
Georgia (MGAG) which have enabled the department to control costs, avoid gas rate
increases and remain debt fee. The department will contribute $335,000 to the General
Fund in 2007. That contribution represents 3% of the expected revenues from the sale
of gas in 2007. Highlights of the departments planned 2007 capital program are shown
on the table below.

31



Table

2007 Gas Capital*

Central Avenue - renewgas services $ 5,000

Norland Avenue - replace 1,150' of 4" 01 gas main with
6" PE and renew services $ 70,000

W. Queen Street - replace 1,000" of 4" and 6" 01 gas main with
4" and 6" PE and renew services $ 50,000

W. Washington Street - replace 400' of4" 01 gas main with
4" PE and renew services $ 20,000

Wilson College Science Center expansion - install
New gas service $ 10,000

GablerTract - install newgas mains and services $ 30,000

Miscellaneous new gas services $ 35,000

Rebuild Wayne Ave., Orchard Dr. and Norland Avenue
Regulator Stations $ 20,000

$240,000*List does not include all capital work

WATER

The mission of the Water Department is as
follows: "The Chambersburg Water Department
will provide its customers with the best quality of
water possible at a reasonable price. The
department does this by protecting the
watershed, treating the water using the best
available technology and delivering the water
through a gravity-fed transmission and
distribution system at adequate pressure and
volume." Chambersburg is known for its
excellent water quality and supply. The supply
originates from an 18.5 square mile watershed in
the Michaux State Forest and is stored in the
Long Pine Run Reservoir containing up to 1.8
billion gallons of water. From time to time there
are still questions about the impact on our water
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system with regard to the loss of the Birch Run Reservoir. That being the case, the
following material from the Borough of Chambersburg 2006 Water Quality Report is
worth repeating:

"Is the absence of Birch Run Reservoir going to impact our water system? Many people
expressed concern over this decision to remove a reservoir at a time when water
shortages commonly make headlines in the local paper. No. Birch Run Reservoir
accounted for only 17.5% ofouravailable storage. We easily endured the worst drought
in recorded history during 2002-03 without the service of Birch Run Reservoir as it was
drained to minimal depth for safety concerns during that time. Extensive studies were
conducted to determine the safe yield of our system with or without Birch Run Reservoir
and it was determined that even without Birch Run Reservoir, the safe yield of our
system is greater than what we are permitted to treat (6MGD). Nonetheless, the

feasibility of replacing the dam was considered;
however, the extreme cost to do so, estimated at $30
million, was deemed too high for the benefit gained and
would have resulted in a significant rate increase."

The Water Department continues to invest in the
distribution system. The six (6) person "pipe crew" must
stay ahead of the aggressive public works program as
well as take on new installations. In 2006 the "crew"
installed over A-Vz miles of water mains. As a result of
this crews work, the "unaccounted for" water in the
Borough's water system has been reduced from 35% to
14% on average. While the department's debt service is
only $279,500 in 2007, that number will increase as the
department completes projects such as the cleaning
and lining of the 1911 water transmission main east of
the Borough which is financed by the PennVest
Program. The department will contribute $72,000 to the
General Fund in 2007. The department's 2007 capital
program appears in the following table.

Table

2007 WATER CAPITAL*

7

Dale McGhee

Water/Sewer Pipe Network
Maintenance Supervisor

Cleaning and Lining of 1911 Transmission Main

Painting of Clarifier at Water Plant

Design of Weirs and Tower Modifications
At Long Pine Dam Run Reservoir

Installation of meters (Route 30 customers)
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Design of Birkinbine High Service Area $ 190,000

Water Treatment Plant Controls Study $ 20,000

Street reconstruction and overlay projects (costs to be determined)

*List does not include all capital work Total $1,037,400
(miscellaneous punch list items for Route 30
transmission mains, 2 million gallon storage tank
and Kennedy Street main)

SEWER

The mission of the Sewer Department is as follows:
"The Chambersburg Sewer Department will provide
residences, businesses and industries with sanitary
sewer service at the lowest possible costs. The
wastewater shall be collected and treated to meet or
exceed state permit requirements for the protection of
the public health and the environment." The Borough
owns and operates a state of the art wastewater
treatment plant (WWTP) to provide service to not only
the Borough of Chambersburg but also the Townships
of Guilford, Greene and Hamilton. This regional
treatment facility has been a symbol of intermunicipal
cooperation for almost 40 years. The plant can treat
up to 6.8 mgd average daily flow and up to 17 mgd
peak flow. As was noted previously, with the rapid
development in the area and the need for compliance

with PADEP's proposed Chesapeake Bay Tributary Strategy, the Borough and the
Township authorities have undertaken Act 537 Sewage Facilities planning to prepare for
the expansion of plant capacity as well as the implementation of nutrient removal
technologies. In 2006 the "pipe crew" installed over A-Vt. miles of sewer main. The
department also brought the upgraded Falling Spring Interceptor in the downtown online
as well as made substantial progress in the construction of the southend sanitary sewer
(including a new $72 million pumping station). The department's 2007 capital program
appears in the following table.

Table

2007 Sewer Capitar

Ron Kelly
Wastewater Treatment Supervisor

Construct the Mill Road/S. Main Street sanitary sewer main

Installation of Mill Road/S. Main Street sewer laterals

Act 537 Sewage Facilities Study for WWTP expansion
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$300,000 (Boro share)
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And Nitrogen and Phosphorus Removal

Design/Construction of Equipment Storage Facility
At WWTP

Overlay/Street Reconstruction Projects (costs to be determined)

*List does not include all capital work Total
(miscellaneous punch list items for Falling Spring
Interceptor and Progress Road Pump Station)

SANITATION

The mission of the Sanitation Department is to
keep the Borough sanitary and clean. It does so
in accordance with the Pennsylvania Solid
Waste Act (97) and the Pennsylvania Recycling
Act (101). The Sanitation Department (and the
Parking Department) are different from the other
enterprise funds in that they are not capital
intensive. In carrying out its mission, the
department collects municipal solid waste from
residential properties weekly and recycles on a
monthly basis. For the first time in 30 years the
department will collect solid waste by containers
from commercial and industrial establishments.
Following an analysis which indicated that the
Borough could collect container waste in a more
cost effective manner than a contractor, the
Borough will purchase three (3) container trucks (two (2) new and one (1) used) and hire
three (3) sanitation workers to begin the collection of municipal solid waste by containers
effective March 1, 2007. The department also collects solid waste from downtown public
containers (including the Rail Trail) as well as provides for leaf collection and
composting, bulky item collection and disposal and Christmas tree collection and
chipping. The department collects and disposes of almost 13,000 tons of refuse
(excluding commercial containers), 300 tons of bulky items and about 600 tons of
recyclables annually. The department also performs the task of sweeping streets and
alleys as well as doing weed control and hand mowing in the public rights-of-way. The
department is not proposing an increase in Sanitation rates for 2007. Since our disposal
rate of $39.50 per ton (for 2007) will not increase in 2008, we may be able to avoid a
rate increase again in 2008. Our present residential rate of $11.50 per month is
significantly lower than the sanitation rates paid by the residents in surrounding
municipalities.

$110,000

$150,000

$588,000

Arnold Barbour-Operations Supervisor
in the Public Works Department
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PARKING

Chambers Center Lot

The Parking Department is responsible for the
operation, maintenance and improvements of the
metered parking facilities in the downtown area.
At this time these facilities have almost 1,100
meters. The Downtown Parking Committee
provides recommendations to Town Council with
regard to the metered parking facilities in the
downtown. The Committee is interested in
continuing the replacement of the old mechanical
meters with electronic meters in order to reduce
meter maintenance costs as well as reduce
customer complaints. The Committee is also

interested in developing additional parking to the rear of Borough Hall as well as
purchasing additional property for parking in the downtown. The Committee is exploring
a commercial endeavor on the Loudon Street lot that would result in revenues for
downtown parking as well as improvements to the Loudon Street parking lot.

Abutment for new bridge across the Conococheague Creek
Village on Falling Spring Project
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INTERNAL SERVICE FUNDS

The Borough has six Internal Service Funds which are designed to provide specific
services to the General and Enterprise Funds. These service funds are as follows:
Stores, Motor Equipment, Engineering, Self Insurance, Workers' Compensation and
Administrative Services. Since these Internal Service Funds exist solely for the purpose
of providing services for other funds and derive their revenue from charges for services
rendered, Iwill provide only a limited review of these funds.

ADMINISTRATIVE SERVICES

Administrative Services is the largest of the
Internal Service Funds in terms of both
personnel and appropriations. Administrative
Services is synonymous with the Finance
Department. The Finance Department is
responsible for the complete financial, utility
meter reading and parking meter operations
of the Borough as well as the operation and
maintenance of Borough Hall. The proposed
2007 budget is $2,063,250, a decrease of
5.7% over the 2006 budget. The budgetary
decrease is primarily due to a reduction in
payroll resulting from 2006 retirements. In
2007 the department will fill the vacancy in
the Information Technology (IT) section
created by the retirement of the data processing supervisor. In November 2005 the
Borough's auditor's (Smith Elliott and Kearns and Company) issued a report on
information technology matters for the Borough. In that report they recommended the
hiring of an additional person in the IT section anticipating the retirement of the data
processing supervisor. Though the department was unable to temporarily add an IT
position in 2006, the staff has developed the position of Computer Networking and PC
Technician which will allow for the realignment of IT responsibilities resulting in a more
efficient distribution of work, more appropriate backup and the additional segregation of
duties. The present IT staff is involved in a series of projects that are critical to the
Borough operation. These projects include the installation of a wireless communication
system which will enable the laptop computers in Police and Fire vehicles to
communicate with the Borough's computer system in Borough Hall, the installation of a
new telephone system for the Borough and the upgrade of the Borough's IBM system
from a Model 270 to a Model 520 which will improve the speed and capacity of the
Borough's computer system. In 2006 the Borough received for the first time a Certificate
of Achievement in Excellence in Financial Reporting from GFOA based on the
Borough's Comprehensive Annual Financial Report (CAFR). The department will
continue to seek that recognition.

IT Supervisor Peter Kolva

37



MOTOR EQUIPMENT

In terms of appropriations, the Motor Equipment Department is the second largest
Internal Service Fund. The department currently manages a rolling stock of over 110
vehicles. The department purchases and maintains the motorized vehicles for all
departments. In turn, the other departments pay the Motor Equipment Department
rental rates which are designed to cover operation, maintenance and depreciation. The
department's appropriation in 2007 is $1,741,400. The vehicle upkeep and purchases of
new equipment account for over three-quarters of this departments budget. The
department's 2007 vehicle purchase/replacement schedule is reflected in the table
which follows. The department will contribute $50,000 to the General Fund in 2007.

Table

2007 MOTOR EQUIPMENT CAPITAL

Police

Replace Vehicle #888 being a 1998 Ford Crown Victoria with a
2007 Dodge Charger. Vehicle #888 will be sold at auction. $ 30,000

Replace Vehicle #98 being a 2000 Chevy Impala Sedan with a
New Chevy Impala Sedan for detectives. Vehicle #98 will be sold $ 27,000
at auction.

Replace Vehicle #391 being a 2003 Dodge Intrepid with a
2007 Dodge Charger. ^ 30,000

Transfer Vehicle #391 being a 2003 Dodge Intrepid to the Crime
Impact Team. Vehicle #1009 being a 1998 Chevy Lumina will be
sold at auction. ^ 9,000

Replace Vehicles #596 &#597 being two 2005 Ford Crown
Victorias with two 2007 Ford Crown Victoria Interceptors. $ 50,000

Transfer two 2005 Ford Crown Victorias being Vehicles #596 &#597 to K-9.

Sell Vehicles #389 &#390 being two 2003 Ford Crown Victorias at auction.

Engineering
Replace Vehicle #1786 being a 1997 Jeep Cherokeewith a
2007 Ford Explorer. ^ 25,000

Replace Vehicle #7 being a 2000 Ford CargoVan with a
2007 Ford Cargo Van. ^ 20,000
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Finance

Replace Vehicle #935 being a 1999 Ford Ranger Pickup with a
New 2007 ext.-cab 4x4 compact pickup truck. Vehicle #935 will
be sold at auction.

$ 18,000

Gas

Replace Vehicle #771 being a 1997 Ford 1-ton dump truck with a
2007 1-% ton dump truck. Vehicle #771 will be sold at auction.

Replace Vehicle #755 being a 1997 Ford ext-cab 4x4 compact
Utility truck with a 2007 ext-cab 4x4 compact utility truck.

Ambulance

Replace Vehicle #1-8 being a 2000 Ford Type 1with a
new 2007 Type 1 Ambulance.

Codes

Replace Vehicle #84 being a 1990 Chevy Lumina with a new
2007 Ford Explorer. Vehicle #84 will be sold at auction.

Total

$ 40,000

$ 25,000

$140,000

$ 25,000

$439,000

NOTE: In 2006 Town Council authorized the purchase of two (2) new 32 cubic yard high
compaction side load refuse trucks for commercial collection. We anticipate the delivery
of those new vehicles ($323,962) in 2007.

STORES

Carol Kellogg
Warehouse Suoervisor

The Stores Department (Warehouse) is responsible for the
purchase, storage and disbursal of approximately $1,000,000
worth of inventory. Approximately half of this inventory is
turned over each year. While the 2007 Stores appropriations
are $761,700, about 75% of those operating expenses are
the purchase of materials to replace the inventory which has
been sold throughout the year to other departments. The
Warehouse inventory is used to support the construction and
maintenance functions of primarily the Borough utilities. The
inventory kept at the Warehouse enables the Borough utility
departments to respond rapidly to emergencies as well as
anticipate project needs without waiting for essential items to
be delivered. The efficient purchasing procedures practiced
by the Stores Department provide significant cost savings to
the Borough. The Stores Department works closely with its
user departments to manage inventory in the most cost
effective manner.
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ENGINEERING

The Engineering Department is responsible for
furnishing civil engineering, surveying, drafting,
utility location and GIS services to other
departments. It maintains records and
drawings of streets, utilities and properties
owned by the Borough. The department
designs and inspects the Borough's public
works projects and provides for the inspection
of curbs and sidewalks done by private
contractors. The department is very much
involved in the development of the
implementation strategies relative to the
Borough's new policy with regard to sidewalks
and curbs. The department continues to
develop and maintain a Geographic
Information System (GIS) for the Borough.
Today the department is maintaining and building on 207 layers of GIS information and
233 different GIS maps. This information represents a total of 49 gigabytes on the Gib
server. The department has scanned over 22,000 documents. More significantly, the
GIS information is now being accessed in the field through the use of laptop computers.
In addition to the Department Head, the Engineering Department operates with four
employees and the 2007 appropriation for the department is $211,675. Many of the
department's charges are made directly to the user departments. The location of utilities
as well as the building and maintenance of the GIS information dominate the
Department's workload. The Engineering Department will contribute $25,000 to the
General Fund in 2007.

SELF INSURANCE AND WORKERS' COMPENSATION

The Self Insurance and Workers' Compensation Funds
exist for the purpose of funding risk which the Borough
does not transfer to commercial insurance carriers or
insurance pools. The Workers' Compensation Fund
underwrites the risks to the Borough resulting from job-
related injury or illness to its employees. A Specific
Excess Workers' Compensation Policy with a million
dollar limit and retention of $350,000 limits the fund's
exposure. The Borough's Workers' Compensation Self-
Insurance Program is subject to State regulation and
certified annually by the Pennsylvania Department of
Labor and Industry, Bureau of Workers' Compensation.
We project the cash balance for the fund to be about
$617 311 by the end of 2007. That projected cash balance
meets the requirement ($539,068). The trust fund
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agreement requires the Borough to maintain a trust fund to provide for a source of funds
for the payment of benefits. In order to maintain that balance as well as cover
departmental losses, the Electric, Fire, Police, Recreation and Ambulance Departments
will be making transfers to the Workers' Compensation Fund in 2007 totaling $110,000.
Though not regulated by the State, the Borough maintains another trust fund called the
Self Insurance Fund which underwrites the risk to the Borough in the areas of general
liability, errors and omissions and
unemployment compensation. As the result of
good experience which has contributed to the
actuarial soundness of the Self Insurance
Fund, we have been able to transfer $250,000
per year since 2001 to support the General
Fund operations. However, in 2006 we
transferred only $50,000 from the Self
Insurance Fund to the operating General Fund.
In 2007 we will not make a transfer from the

Self Insurance Fund to the General Fund due to
the deteriorating cash position of the Self
Insurance Fund. Both the Self Insurance and
Workers' Compensation Funds are subject to
independent actuarial review on an annual basis to ensure their viability. Moreover, the
Borough Safety Committee is actively involved in reducing risks. The Committee
conducts inspections of Borough facilities and operations as well as reviews all losses
with the ultimate objective of eliminating workplace hazardous conditions, accidents and
injuries.

Nancy Foster
Finance Department Supervisor/

Assistant Treasurer

Development continues at Nicholson Square
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CONCLUSION

The Chambersburg municipal operation is large, varied and complex. Of the 21
municipalities in Franklin County, Chambersburg is the largest, having about one-
seventh of the County's total population. However, the Borough's revenues and
expenditures represent about 60% of the total revenues and expenditures for the 21
Franklin County municipalities. Moreover, Chambersburg is the only community in
Pennsylvania to own and operate four utilities. The size of the operation makes the
budgeting process a major challenge. However, the budget process will only become
more difficult because there are major expenditures that need to be addressed with the
backdrop of a declining revenue base in the foreseeable future.

The 2007 budget contains the following programs which will have a very positive impact
on the community:

Chambers Fort Park/Montgomery Alley Revitalization Project
Roland Avenue Improvement Project
Continuing Investment in Public Safety
Street and Alley Improvement Program
Installation of new Traffic Signals
Replacement of Street Lights
Improved Fire Code Inspection Program
Systematic Inspection of Rental Properties
Rehabilitation of Owner-Occupied Housing
Numerous Electric Distribution System
Improvements
Major Gas Main and Service Replacements
Major Water and Sewer System Improvements
Parking Meter Replacement Program
Motor Equipment Purchase/Replacement Program
Geographic Information System

I encourage the Mayor and Town Council to review this 2007 Budget presentation
carefully since it will serve as our financial, policy and operations guide to continue the
Borough's tradition of sound fiscal management. Please keep in mind the following
dates which you have set in order to meet our legal obligations with regard to the
adoption of a budget:

Adoption of the preliminary budget and
publication of the Notice of Public Inspection

Adoption of the Final Budget and
enactment of the Tax Ordinance
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I want to thank the Assistant Manager, the department heads and their staffs for their
dedication and hard work throughout the year and their special efforts in the preparation
of their budgets. I offer a special thanks to the Director of Finance (Cas Rzomp), the
Budget Analyst/Financial Support Specialist (Janine Shoap), the Borough Secretary
(Tannie Mickey), the Assistant Borough Secretary (Jamia Wright) and the Engineering
Technician (Brian Fogal) for their significant efforts in the preparation of the Borough's
2007 Budget.
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BOROUGH OF CHAMBERSBURG

MISSION STATEMENT

The Borough of Chambersburg is a municipal government in southcentral Pennsylvania
committed to the well being of those people who live, work, play and travel in the
community. We will strive to: 1) furnish such quality service as our citizens want and are
willing to pay for; 2) manage our human, financial and physical resources in the most
efficient and effective manner; 3) treat our employees, citizens and visitors with fairness,
respect and equality; 4) protect persons, property and quality of life; 5) operate in
accordance with the laws and constitutions of the Commonwealth of Pennsylvania and
the United States of America; 6) make Chambersburg the model for Pennsylvania
communities. (Adopted: April 22,1992)
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GROWTH - 2006

The Enclave and Mill Creek Acres West

Maple Run

Budget photos courtesy ofBrian Fogal
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BOROUGH OF CHAMBERSBURG
General Fund Estimated Expenditures

2006

10.1%

27.4%

9.9%

19.6%

3.1%

6.6%
^ 0.6%

31.5%

20.6%

• Police

H Fire,
Ambulance &

Fire Code

• Highway,
Traffle &
Lighting

• Recreation

• General
Administrative

• Planning,
Zoning & Codes

H Misc.

BOROUGH OF CHAMBERSBURG
General Fund Appropriations 2006
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Administrative
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BOROUGH OF CHAMBERSBURG
General Fund Actual Expenditures
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