Town of Millinocket, Maine
197 Penobscot Avenue
Millinocket, Maine  04462
(207) 723-7000
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Dear Citizens:
The Town of Millinocket is undergoing some financial difficulties and the Town Council wishes to inform you of the hardships that we face in the next few months.
Cash Flow
It has been reported to the Town Council, School Board and to the Citizens in open meetings, that the Town has a severely limited cash flow.   The Town’s fund balance has been systematically decreased down to $1.3 million as reported in the 2012 audit, which could interrupt operations for both Town and School.   Last year, the Town’s first tax payment was due around mid-November which is the equivalent of filling up your car’s gas tank on July 1 and paying for it mid-November.  The Town and School’s fiscal year starts July 1st each year and yet, community and school services need to be paid from July 1st to when tax monies start to be received at the Town office. 
The Cash Flow issues come as a result of a number of actions.  1.  The Council applied $660,000 from Fund Balance to keep the mil rate (tax rate) low.  2.  The school department finished FY 12 with a $305,000 overdraft which directly decreased the fund balance.  3.  The school applied the full amount of Sudden and Severe Dislocation monies against their FY 13 budget and as you all know, the Town received a portion of what was anticipated, leaving $210,000 that was covered from the Town’s Fund Balance.  In addition, the lawsuit that the Town and School embarked upon resulted in an overdraft to the Town’s legal budget that was covered from the Town’s Fund Balance in FY 12 and FY 13.  All of this contributed in reducing the available cash to operate as we wait for tax payments.
Tax Anticipation Note Monies
	On Thursday, June 13, 2013, the Town Treasurer and Town Manager commenced the process for the FY 2014 Tax Anticipation Note.  This process started earlier than last year because the current balance in the checking account is about $800,000 with about 3 to 4 more payroll and accounts payable warrants to be processed for year end.  The Town and School spend on average about $303,000 per week and the $800,000 represents about 2.5 weeks.  We can stretch the checking account balance from revenues that we collect in the coming weeks prior to when tax payments start to come in to the office.  We also plan to hold certain payments until such time as our cash flow improves.  The Town needs to concern itself with making current payroll, utilities and other health and safety operational costs as we work through this cash situation.
Some of the amounts to be held back are the monthly payments made to reimburse former employees for health insurance premiums, $11,416/month for Town Retirees and $53,666/month for School Retirees.  We know this is something that we will have to pay to these folks, but in this current cash flow crisis, we will be holding them until a later date.  Currently the Town has a FY 14 obligation of $137,000 in retiree health insurance premiums and the School has a FY 14 obligation of $644,000 in retiree health insurance premiums.
The Town has sought out advice on borrowing money to help pay the bills as they are incurred.  Last year, the Town borrowed $1.5 million on or about September 15, 2012, but this year, the Town would need to borrow about $3 million near the beginning of July 1, 2013.  Our cash flow has decreased significantly and if we don’t borrow money we will need to generate tax payments sooner than last year.  
Discussions with the bank indicate that the Town’s ability to borrow TAN funds is dependent on the Town’s ability to pay the loan back before the end of the fiscal year.  The Town’s ability to pay the TAN is predicated on having a healthy cash flow and the status of major taxpayers such as Great Northern Paper, which is still its major taxpayer.
Cate Street Capital (Great Northern Paper) has not paid its second half taxes for FY 2013 and are currently in the process of demolition of the majority of the mill property.  We cannot be assured that Cate Street will be timely in paying FY 14 taxes based on their current tax payment delinquency.  Because of this, the Town is a lending risk to banks and interest rates will be higher than normal for any loans.
Earlier Due Date for FY 2014 Taxes
	Because the Town is not a desirable candidate to borrow tax anticipation note monies, the Town plans to commit taxes in mid-July with a due date for payment of mid-August in an effort to improve the cash flow for the Town and School.  Although it was discussed to have one payment only, the Town Council decided to set up two payments on the taxes for FY 2014.
Delinquent Taxpayers
While Cate Street Capital has not paid its last half tax payment for FY 13, this is only part of the problem.  Their 2nd half payment is about $450,000 which represents about 2 weeks operating expenses for both Town and School.  In addition, the Town has 39 properties that have been acquired for non-payment of taxes and/or sewer.  The Town has not been as aggressive in collecting these delinquent tax payments as they should and are currently starting to take a different approach to collect all past due accounts.   The first 12 properties represent about $82,000 in unpaid property taxes and about $13,500 in unpaid sewer liens.  The plan is to have all tax acquired property processed before Fall, 2013.
FY 2015 Property Valuation as of April 1, 2014.
	As many of you know, the former paper mill, Great Northern Paper is currently demolishing a major part of the mill.  It is anticipated that the Administration and Engineering and Research buildings will remain intact.  Number 11 paper machine is still being marketed by Cate Street for sale and the steam plant and industrial wastewater plant is also not included in the earlier demolition project.  However, it behooves the Town to consider a worst case scenario of about 75% loss in industrial valuation which equals about $58 million loss.  
In addition, Specialty Minerals, Inc. (SMI) is slated for removal of its’ machinery and equipment from the mill site in the summer of FY 14.  This represents about $4,040,000 in lost valuation as well.   These two properties alone represents a loss of $62,040,000 or a loss of 24% of the total taxable value for the Town.
As a result, this impending decreased tax valuation will negatively impact the ability of the Town and School to continue to operate “business as usual” and significant changes to services should be expected.   The Town Council and School Committee will need to work together to develop a strategic plan of services as well as work with the businesses and citizens in the Fall/Winter to define operations and future developments  as part of redefining what the Town of Millinocket will be for future generations.
The Town and School have 10 to 12 months to redefine themselves and to set a course of action that will serve the citizens into the future.  It will be important for the citizens to engage early in the process and be part of the solution.  The Town Council will keep all citizens informed as we progress through these changes.

Respectfully submitted,
Millinocket Town Council and Town Manager
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