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Correspondence Sheet

City of Cincinnati
June 15, 2009

To:

Mayor and Members of City Council



From:

Milton Dohoney, Jr., City Manager  

Subject:
RECOMMENDED 2009 BUDGET GAP PLAN AND MONITORING REPORT FOR THE PERIOD ENDING APRIL 30, 2009
The purpose of this report is to provide the City Council with the Administration’s recommended 2009 Budget Gap Plan as well as outline the status of the City's operating budget as of April 30, 2009, to note any significant variances, and to provide related recommendations.  
Background
In an FYI memo dated June 12, 2009, the Finance Director outlines the revised General Fund Revenue Forecast for 2009.  The revenue estimate decreased from $365.0 million to $345.1 million, which is a decrease of $19.9 million.  The primary reason is the decline in Income Tax revenue.
This decrease necessitates immediate action to address the gap.  The Administration has prepared two plans to address the gap.  Plan A avoids major employee layoffs but relies more on the use of one-time balances and Plan B includes employee layoffs, but relies less on the use of one-time balances.

2009 Budget Gap Plan A

	Specific Department Reductions
	Amount
	FTE

	· Expenses to be covered by Grants
	$3,613,790
	

	· Expenses to be covered by Restricted Funds
	$992,860
	

	· Revenue Enhancements to cover Expenses
	$66,000
	

	· Miscellaneous Personnel/Non-Personnel Reductions
	$1,877,160
	23.1

	· Outside Funding Reductions
	$607,350
	

	· Targeted City Service Reductions
	$1,815,920
	24.8

	Specific Department Reductions Subtotal:
	$8,973,080
	

	
	
	

	Cost Savings Days
	$4,245,690
	

	
	
	

	Use of One-time Reserves/Balances
	
	

	· Reserve for Contingencies
	$281,320
	

	· Return available Excess Income Tax over Estimate
	$6,400,000
	

	Use of One-time Reserves/Balances Subtotal:
	$6,681,320
	

	
	
	

	Total:
	$19,900,090
	47.9


Plan A: Specific General Fund Department Budget Reductions
In this section, the mid-year General Fund Department budget reductions are summarized by department.  These budget reductions can stem from either savings identified as part of the Budget Monitoring exercise or from actual reductions that departments will make in order to close the gap.  Department reductions ranged from 1.5% to 6.5% of the budget with five departments taking a reduction of 5% or more.
The following reductions are recommended by the Administration and total $8,973,080 after factoring in any additional General Fund impact related to the reductions.  Such impacts would include forgone General Fund revenues, lump sum payments to laid off employees for accrued leave balances, etc.  An overall gross reduction amount and an overall reduction amount net of any related General Fund impact (i.e. layoff costs, revenue loss, etc.) are presented for each department.  Please refer to Attachment A for the details of each individual reduction.  
Office of the City Manager – $207,112 gross and net, 3.5% Reduction
The Office of the City Manager will reimburse salaries of Office of Environmental Quality (OEQ) staff with the Energy Efficiency and Conservation Block Grant (EECBG) for time spent on that program.  In addition, savings identified as part of the Budget Monitoring exercise will be returned.  These savings consist of personnel savings stemming from miscellaneous position vacancies and miscellaneous non-personnel savings.  Savings also identified as part of the Budget Monitoring exercise for the Cincinnati Initiative to Reduce Violence (CIRV) Program will also be returned.  The Economic Development Director position will be left vacant for part of the remainder of the year.  Also, the rent expense for the Office of Contract Compliance’s Centennial II facilities will be waived for the remainder of the year through a one-time reimbursement from the Centennial Operations Fund 340.

Citizen Complaint Authority – $25,040 gross and net, 5.3% Reduction
The Citizen Complaint Authority will return personnel savings that were identified as part of the Budget Monitoring exercise and that stemmed from a vacant Investigator position.  This Investigator position will also be held vacant for the remainder of 2009.

Department of Community Development – $298,353 gross and net, 4.6% Reduction
The Department of Community Development will eliminate funding for The Center for Closing the Health Gap.  In addition, reimbursements from the Neighborhood Stabilization Program (NSP) and the Community Development Block Grant Recovery (CDBG-R) Program for staff time spent on those programs will be increased.  Also, the rent expense for the department’s Centennial II facilities will be waived for the remainder of the year through a one-time reimbursement from the Centennial Operations Fund 340.

Department of Finance – $179,935 gross and net, 3.4% Reduction
The Finance Department will return personnel savings that were identified as part of the Budget Monitoring exercise and that stemmed from miscellaneous position vacancies.  In addition, the department will postpone filling a Buyer position and an Administrative Technician position.  Also, the rent expense for the Purchasing Division’s Centennial II facilities will be waived for the remainder of the year through a one-time reimbursement from the Centennial Operations Fund 340.

Department of Fire – $1,127,820 gross and net, 1.5% Reduction
The Fire Department will cease the operations of the two Basic Life Support (BLS) ambulances added to the department’s complement in 2009.  This will return to the service levels provided in 2008.  
Department of Health – $784,000 gross and net, 4.1% Reduction
The Health Department will eliminate funding for the Poison Control Program provided by Children’s Hospital.  In addition, the Public Health Nurse 2 positions within the School Nursing Program will be reduced from 1.0 FTE positions to 0.8 FTE to reflect the summer vacation months.  A Sanitarian position will be held vacant for the remainder of 2009, and other yet-to-be-determined positions will be held vacant.  Also, additional funding from the Community Development Block Grant (CDBG) will be utilized for the CincyCare initiative.  Funding for Federally Qualified Health Centers (FQHCs) will also be eliminated for the remainder of 2009.

Department of Human Resources – $90,667 gross and net, 5.1% Reduction
The Human Resources Department will postpone filling two Senior Human Resource Analyst positions.

Department of Law – $145,540 gross and net, 3.3% Reduction
The Law Department will eliminate the outside legal counsel budget along with law book supplements.  In addition, the public defender legal services budget will be eliminated.

Department of Parks – $240,120 gross and net, 5% Reduction
The Parks Department will transfer personnel costs such as salaries and overtime to the Stormwater Management Fund 107.  

Department of Planning & Buildings – $223,507 gross and net, 4.9% Reduction
The Department of Planning & Buildings will increase reimbursements for staff salaries in the Land Use program.  The department will return personnel savings that were identified as part of the Budget Monitoring exercise and that stemmed from a position in the Customer Service program remaining vacant longer anticipated.  Non-personnel savings that were also identified as part of the Budget Monitoring exercise and that stemmed from the elimination of some temporary personnel will be returned.  Temporary personnel for the Census 2010 Project will be eliminated.  In addition, the department will postpone filling the Urban Conservator position and a Customer Relations Representative position.  Also, the department will enter into an agreement with the Community Action Agency (CAA) to reimburse the City for inspections provided by department staff for the CAA’s weatherization program.

Department of Police – $2,038,392 gross; $3,274,473 net, 2.0% Reduction
The Police Department will utilize grant resources it has applied for from the Community Oriented Policing Services (COPS) Recovery Program to retain 157 Police Officer positions.  The reduction amount is based upon the amount the City would receive if the grant were to be fully awarded.  The grant will cover the salaries of the positions that would otherwise be eliminated along with the related employee benefits.  

Department of Public Services – $1,417,096 gross and net, 6.5% Reduction
The Department of Public Services will transfer Winter Maintenance expenses to the Street Construction, Maintenance & Repair Fund 301.  Personnel savings stemming from position vacancies and miscellaneous non-personnel savings identified as part of the Budget Monitoring exercise will be returned.  The Neighborhood Operations Division’s weekly Yard Waste Collection Program will be replaced by a five day drop-off program for yard waste.  This will impact 12 part-time employees.  In addition, the tire collections contract will be reduced to match actual demand levels.  In addition, the department will return electric utility savings stemming from the demolition of the Neighborhood Operations Division’s John Street facility.  Solid waste disposal costs will be reduced based on the existing trend of 9,000 tons collected.  A Truck Driver position will also be eliminated.  The City Facility Management Division will reduce the Property Management program and the Maintenance Services program.  The division’s Energy Management program will also be reduced to reflect the lower rate obtained for natural gas.  Also, the rent expense for the Centennial II facility will be waived for the remainder of the year through a one-time reimbursement from the Centennial Operations Fund 340.  The City Facility Management Division budget includes the rent for the Income Tax Division of the Finance Department, the Department of Human Resources, and the Department of Recreation.

Department of Recreation – $565,443 gross and net, 3.6% Reduction
The Recreation Department will reduce miscellaneous non-personnel line items, primarily within the Maintenance program which will impact maintenance levels.  In addition, the part-time personnel budget will be reduced, and the pool season for 2009 will be shortened by eight days.  Also, the department will close the Carthage and Camp Washington recreation centers.  This will impact 6.6 FTE, which will impact 40 to 60 part-time employees and displace three full time employees.  The shortening of the pool season will affect additional part-time employees as well.
Regional Computer Center – $265,000 gross; $244,106 net, 5% Reduction
The Regional Computer Center will eliminate four Computer Operator 2 positions and two Lead Computer Operator positions while adding two higher level Information Technology Coordinator positions as the result of operational efficiencies stemming from improved software and system automation.  In addition, a one-time reimbursement from the Telecommunications Fund 336 will be used to fund the 800 MHz radio system.

Department of Transportation & Engineering – $149,870 gross and net, 4.3% Reduction
The Department of Transportation & Engineering will postpone filling five positions in the Engineering Division and use funding from the Street Restoration Fund 623 to cover the department’s CAGIS fee.  In addition, the department will switch natural gas vendors for streetlights and decrease payments for lighting assessments based on actual energy usage.  Also, a Civil Engineering Technician 3 position will be transferred to the General Aviation Fund 104, and miscellaneous non-personnel reductions will be made.
Cost Savings Days
This proposal would impact all Non Enterprise Agency Employees (employees who are not in Water Works, Metropolitan Sewer District, Stormwater Management Utility, Parking Facilities, and General Aviation). This equates to 4,101 current employees.  The proposal includes six Cost Savings Days in 2009 which would save the General Fund $4.2 million in 2009.  The proposal also includes a total of 10 Cost Savings Days in 2010 which would save the General Fund $7.1 million in 2010.  This item will require an ordinance for non-represented employees and would require bargaining group approval for represented employees.  Cost Savings Days are proposed as a way to achieve expenditure savings with minimal service impact and as a way to minimize the need for permanent layoffs.  Achieving this level of savings using layoffs instead would impact 749 General Fund employees in 2009.
Use of One-time Reserves/Balances
There is $592,560 remaining in the General Fund Reserve for Contingencies, a fund whose purpose is to cover contingencies which occur throughout the year.  Tapping into this resource in the amount of $281,320 allows no pools to be closed for 2009 as well as save the continuation of the paramedic training school in the Fire Department.  In addition, funds from the Reserve for Contingencies will be used to pay for the increased costs of the interim Recycling Contract which allows the City to continue weekly recycling.  This is discussed later in this report.

In 2007 and 2008, the City received excess Income Tax over estimate in the amount of $1,501,000 for 2007 and $4,987,000 for 2008.  Per policy and as disclosed in the year end reports, these funds were transferred to the Income Tax Permanent Improvement Fund to be spent on future year capital improvements.  Due to more pressing needs in the General Fund, the Administration recommends returning $6.4 million of these funds to the General Fund in order to close the gap.  It should be noted that City Council has precedent for this action when it returned $3.9 million of the 2006 excess Income Tax to support the 2007 budget.  It should also be noted that the International City/County Management Association white paper “Navigating the Fiscal Crisis: Tested Strategies for Local Leaders” notes that in times of economic stress, local governments should do their best to maintain spending even if it means spending down reserves in order to not exacerbate problems with the shrinkage of the local economy.
2009 Budget Gap Plan B

	Specific Department Reductions
	Amount
	FTE

	· Expenses to be covered by Grants
	$3,613,790
	

	· Expenses to be covered by Restricted Funds
	$992,860
	

	· Revenue Enhancements to cover Expenses
	$66,000
	

	· Miscellaneous Personnel/Non-Personnel Reductions
	$2,355,380
	25.5

	· Outside Funding Reductions
	$661,410
	

	· Targeted City Service Reductions
	$4,302,640
	254.2

	Specific Department Reductions Subtotal:
	$11,992,080
	

	
	
	

	Cost Savings Days
	$4,245,690
	

	
	
	

	Use of One-time Reserves/Balances
	
	

	· Reserve for Contingencies
	$281,320
	

	· Return available Excess Income Tax over Estimate
	$3,381,000
	

	Use of One-time Reserves/Balances Subtotal:
	$3,662,320
	

	
	
	

	Total:
	$19,900,090
	279.7


Plan B: Specific General Fund Department Budget Reductions
In this section, the additional General Fund Department budget reductions that comprise Plan B are summarized by department.  These budget reductions would have more severe impact on department services and operations and would involve major layoffs of full-time staff.  Department reductions ranged from 3.6% to 6.7% of the budget with 12 departments taking a reduction of 5% or more.

The following reductions are not recommended by the Administration, but when made in tandem with those reductions identified in Plan A, would achieve savings in the amount of $11,992,080 after factoring in any additional General Fund impact related to the reductions.  The incremental reduction amount above the Plan A reduction amount has been identified for each department.  Please refer to Attachment B for the details of each individual reduction.
Office of the City Manager – $125,964 gross and net
The Office of Environmental Quality (OEQ) will reduce curbside recycling to two pick-ups per month.  The Office of Contract Compliance will delay filling a Contract Compliance Specialist for the remainder of the year.
Department of Finance – $117,863 gross and net

The Finance Department will reduce Regional Computer Center services for the Income Tax Division which will impact progress on technology advances dealing with Income Tax collection.
Department of Fire – $2,733,198 gross; $1,846,450 net

The Fire Department will discontinue the in-house paramedic training program and eliminate nine fire companies and 105 Firefighter positions.  In addition, a Senior Accountant position will be eliminated.  This will result in layoff or displacement of full-time employees.
Department of Health – $295,000 gross; $76,442 net

The Health Department will eliminate the Litter Control Program, the Every Child Succeeds Nursing Program, and the Day Care Inspection Program.  This will result in layoff or displacement of full-time employees.
Department of Law – $76,000 gross; $45,468 net
The Law Department will eliminate two Senior Real Estate Specialist positions and an Accountant position.  This will result in layoff or displacement of full-time employees.
Department of Police – $1,725,081 gross; $547,110 net

The Police Department will reduce Police Visibility Overtime (PVO) expenditures and eliminate 99 Police Officer positions.  This will result in layoff or displacement of full-time employees.  
Department of Public Services – $54,060 gross and net

The Department of Public Services will reduce core services with Keep Cincinnati Beautiful and the cleaning services contract with the Hamilton County Sheriff’s Department which will impact OTR and CBD cleaning services. 
Department of Recreation – $205,652 gross and net
The Recreation Department will close 11 pools and the Mt. Auburn recreation center.  This will result in displacement of full-time employees and subsequent dismissal of part time employees.
Cost Savings Days

Both Plan A and Plan have the same Cost Savings Days proposal.

Use of One-time Reserves/Balances

Both Plan A and Plan have the same Reserve for Contingencies proposal.

Plan B would only return $3.4 million of excess Income Tax over estimate funds to the General Fund in order to close the gap.

Supplemental Appropriations
The budget monitoring exercise identified three departments and three non-departmental accounts which require a supplemental appropriation of resources to prevent a disruption in services.  An ordinance related to these transfers will be submitted as part of the General Fund reduction ordinance.
General Fund 050
Office of the City Manager – Office of Environmental Quality – $195,000
An amount of $195,000 will be needed in contract services in the Office of Environmental Quality due to additional costs associated with the City’s recycling contract.  The loss of revenue sharing resources due to the current value of recyclables, additional hauling and processing charges that are part of the contract extension for June and July, and additional costs associated with the new recycling contract contribute to the identified need.  Funding in the Reserve for Contingencies account will be utilized to fund this additional need.  
Department of Police – $500,790
An amount of $500,790 will be needed in personnel services in the Police Department due to the new labor contract with the Fraternal Order of Police (FOP).  The need is the result of the contract rolling two types of training pay into members’ base salary.  Unused funding in the Reserve for Contingencies earmarked for Police Visibility Overtime (PVO) will be utilized to cover this additional need.  

Non-Departmental Accounts – $237,610

Three non-departmental employee benefits accounts will need supplemental appropriations due to the new labor contract with the FOP.  The Police Pension account will require a supplemental appropriation in the amount of $97,660, and the Medicare account will require a supplemental appropriation in the amount of $6,610 due to the contract rolling two types of training pay into members’ base salary.  The Employee Benefits account will require a supplemental appropriation of $133,340 due to the increased employer contribution to the FOP for members’ dental and vision insurance coverage.  Unused funding in the Reserve for Contingencies earmarked for Police Visibility Overtime (PVO) will be utilized to cover these additional needs.  
After the above three transactions there will be $116,250 remaining in the Reserve for Contingencies available for general purposes and $155,450 remaining in the Reserve for Contingencies available to be spent for PVO purposes.  This would mean a total of $1,061,600 would have been spent on PVO in 2009.
Health Services Fund 395

Department of Health – $490,000

An amount of $490,000 is needed in personnel services in the Health Department to restore a budget reduction made to the 2009 Approved Budget.  The department’s 2009 appropriation was reduced in order to maintain an adequate fund balance for the period and was based on revenue and expenditure information available for Health Services Fund 395 during the formulation of the 2009 Operating Budget.  The department concluded 2008 with a greater savings amount than anticipated, which in turn bolstered the available fund balance for 2009.  As a result, the aforementioned personnel services need will be covered through a transfer from the unappropriated surplus of Health Services Fund 395.  
Intradepartmental Transfers
Three departments indicated the need for intradepartmental transfers before fiscal year-end.  These transfers must be addressed prior to the Final Adjustment Ordinance (FAO) in November in order to prevent a disruption to operations.  An ordinance related to these transfers will be submitted as part of the General Fund reduction ordinance.
General Fund 050

Office of the City Manager – $38,740

An amount of $38,740 is needed in contract services within the Office of Environmental Quality due to the need to cover the salary of a temporary employee that is working on the City’s Climate Protection Plan.  Funding for an additional position to work on the Climate Protection Plan was included in the OEQ’s personnel budget for 2009.  Since a full-time employee has not been hired into this position, personnel savings will be transferred to cover the aforementioned need in contract services.

Department of Finance – $21,000

An amount of $21,000 is needed in contract services within the Accounts & Audits Division to cover the salaries of temporary employees that assisted with the completion of the City’s Comprehensive Annual Financial Review (CAFR).  Personnel savings resulting from vacant positions will be transferred to cover the aforementioned need in contract services.

Department of Public Services – $41,720

An amount of $41,720 is needed in personnel services in the Office of the Director to cover the salary of a Senior Computer Programmer/Analyst position that was not funded in the 2009 Approved Budget.  Contract services savings will be transferred to cover the need in personnel services.  The contract services savings will be the result of the department using the Senior Computer Programmer/Analyst position to complete work that the department would have contracted with a third party to complete. 
Income Tax-Infrastructure Fund 302

Department of Public Services – $54,380

An amount of $54,380 is needed in personnel services in the Office of the Director to cover the salary of a Senior Computer Programmer/Analyst position that was added to the department after the formulation of the 2009 Operating Budget.  Contract services savings will be transferred to cover the need in personnel services.  The contract services savings will be the result of the department using the Senior Computer Programmer/Analyst position to complete work that the department would have contracted with a third party to complete.
Budgetary Issues Requiring Ongoing Monitoring

There are three lingering budget issues that have not been fully addressed by City Council in 2009.    

Private Lot Abatement
City Council approved a report (Doc. # 200900441) that recommended a total of $310,000 for the 2009 Private Lot Abatement program.  City Council subsequently approved an ordinance (Ord #0148-2009) that allocated $214,466 in CDBG-R funds to this program.  This funding can only cover properties in low/mod census tracks. Therefore there is a gap of $95,534 in this program.
White Goods Program
There was a tie at City Council Finance Committee on report (Doc. #200900657) that recommended a total of $207,706 for the 2009 White Goods collection program.  While Public Services is currently collecting white goods there are not funds available for disposal of the white goods which could cause an environmental clean up issue.
Neighborhood Support Program / Neighborhood Business District Support Program Administration
City Council approved a report (Doc. #200900355) that recommended an addition of $60,100 to effectively administer the NSP/NBDSF Abatement program.  City Council subsequently rejected an ordinance would have allocated the funds.  This hinders the Administration’s ability to effectively manage the program.
General Issues
Labor Negotiations

Labor negotiations with Building Trades have just been finalized.  The Building Trades Contract expired on May 16, 2009.  Building Trades represents 28 employees so the budget impact of the new contract is minimal.
Fuel

Fuel was budgeted at $2.55 per gallon in the 2009 Approved Budget.  During this budget monitoring exercise, no departments identified needs related to increased fuel costs.  The majority of the departments are managing fuel costs; however, any significant and chronic increases in fuel costs may result in budgetary overruns in many departments.  Fuel prices and the related expenditures will continue to be monitored.

Other Funds that Requiring Ongoing Monitoring

The Finance Director has also revised revenue estimates in 2009 for the following funds:

· Street Construction Fund 301
· Income Tax Infrastructure Fund 302

· Motor Vehicle Tax Fund 306

· Income Tax Transit Fund 759

At this time the Administration does not recommend mid-year budget reductions for 2009 for any of these funds as there are adequate fund balances projected for year end 2009; however, if current trends continue budget reductions will certainly be necessary in 2010.  Revenues and expenditures in these funds will be closely monitored.  The Cost Savings Days will help these funds as well. 
Conclusion

The Administration’s recommended 2009 Budget Gap Plan A will close the projected gap for 2009 but mostly relies on one-time sources or savings that will not be available to help the 2010 budget.  Of the $9.0 million in reductions in Plan A only $1.9 million is not temporary in nature.  This coupled with the $7.1 million generated from Cost Savings Days will total $9 million in 2010.   The current projection for 2010 includes a $40 million gap.  This plan only addresses $9 million of that gap leaving a remaining gap of $31 million.  This means that the type of reductions contained in Plan B are almost a certainty for 2010.  As such, the Administration will be preparing a lay off plan to be presented as part of the 2010 budget.  
The Administration recommends that City Council approve Plan A by June 24, 2009 in order to implement the reductions in a timely manner so that the projected savings can be achieved.

cc:  Lea D. Eriksen, Budget Director
       Joe Gray, Finance Director

Attachments
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