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Opening:

Our purpose is to present our assessment and progress in terms of where we are in the
development of the 2012 Budget. We will also outline the cumulative resources of the
County as the Board of Commissioners begins their work in adopting a Budget for the
2012 fiscal year. The information we are presenting is preliminary. It will be preliminary
until a recommended budget is presented and the Board of Commissioners adopts a
budget. In the summary sheet attached, you will see the outline of the budget in terms of
a chronological sequence of action to date. The preliminary information presented is
intended to provide you big picture, policy level understanding. If you wish more details,
we along with the help of each department, can provide you detailed information in the
days and weeks ahead. We believe our most important task today is to present to you an
assessment of where we are in budget development process and then a summary of the
financial position of the County.

General Budget Statement

1. The budget work is a continuation from the preliminary budget baseline information
included in the Budget Guidelines. These were drafted with information available at the
time in April 2011.

2. Includes no changes in staffing levels over 2011 budget except as approved by the Board
throughout the year.

3. Includes a more substantive focus on 2013 budget to assist in projecting challenges or
opportunities in the 2™ year.

4. Budget does not include the use of any reserves or other one time sources of revenue.
Eliminates $860,000 of revenue included and used to balance the 2011 budget. Goal is to
balance the budget with current revenues only.

5. At September 6, 2011, County has not received cost/rate data for Retiree Health Care,
Health Care and general liability fringe/program expenses and accordingly the budget
will be subject to change upon receiving these rates.

Assessment of the Progress to Date for the 2012 budget:

As compared to the previous two (2) budget cycles, we are much further along at this
point of the year and the challenges are more manageable. We have met all tasks on the
approved budget calendar sliding slightly on the submittal of the preliminary budget to
the Board. However, we believe this schedule slide is very easily corrected and the goal
of an adopted budget by November 22 remains on schedule. We have received the
complete cooperation from all departments/offices of the organization and any responses
to our requests for budget data has been outstanding.

The preliminary 2012 budget (based on revenues) is $42,763,770. This is slightly higher
(less than 1%) than the 2011 adopted budget of $42,375,635 or an increase of $388,135.
While budgeted property tax revenues have been adjusted higher over 2011 by
$1,621,366, other General Fund revenues are lower.

The result, is a preliminary 2012 Budget with a deficit of $1,212,129 and looking out
further, a projected 2013 deficit of $1.86 million. These are Finance Department budget
numbers (2012 Budget Finance Column) and are not the numbers of the departments and
offices. The requested column (2012 Amended Budget Request Column) represents the
amounts of the departments/offices and that deficit figure is $2.43 million.
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As we hold more budget meetings we will focus on aligning these figures more closely.

Financial Resources of the County:

The cumulative resources of the County include both current year revenues and what is
held in reserves within fund balance and the budget stabilization fund. Our efforts have
been towards developing a budget using only current year revenues and no use of any
reserves.

Current Revenues:

Preliminary budget General Fund revenues stand at $42,763,770 and represent the
level of resources the County had in 2004. Property tax revenues are budgeted at
$26,376,534 and is the amount the County had approximately 7 years ago.

Reserve Funds:

a. The audited unreserved/undesignated fund balance at year-end 12-31-2010 is as
follows:

» GF Unreserved/Undesignated Fund Balance $5,050,268

b. The budget stabilization fund balance at year-end 12-31-2010 is:

$2,194,665
Add the June 7, 2011 Budget Adjustments from the
2010 budget fund balance $791,171

» Budget Stabilization Fund Balance @ 9/1/2011  $2,985.836

Cumulative total of unreserved/undesignated fund balance
and Budget Stabilization Fund:
$8,036,104

Prior Financial Information Transmitted:
Previously, staff supplied the Board of Commissioners with the following:
e 2012 Budget Guidelines; presented April 26, 2011; final draft dated May 10, 2011
e Annual CAFR for the period ending 12-31-2010 presented June 28, 2011
e 2012-2013 Budget Development Assumptions Summary presented August 23,
2011

These aforementioned documents and presentations contained information on the
financial performance, trends and operational challenges of the organization. All of this
information was drafted to assist in decision making involved in budgeting, but for also
for other policymaking. While we are using all of this information along with other data
to develop the 2012 budget we have had to make projections and assumptions used for
the initial budgeting/forecasting contained in the preliminary budget. As updated figures
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come in for what we have projected, these amounts will be incorporated into the budget
and the budget revised accordingly. This is customary as not all budget information is
available at the same time. We will keep the Board informed of progress along the way as
these updates change the budget either closer to or further from a balanced budget. This
will be ongoing until final budget adoption.

Our approach to date and we intend to continue in this way, is to use both conservative
and best estimates for all revenue and expense line items. The preliminary budget
presented, includes estimates for the coming year and 2013. For each budget year, we
have asked that all data be as realistic as possible as opposed to optimistic. No figure will
be included in a more positive view than the best information at the time provides for.
We will use the latest information available from departments and employees who are
most knowledgeable of the issues impacting expenses and revenues.

However, there are differences in some estimates for both revenues and expenses
between the Finance Column and Amended Budget Request Columns that will need to be
resolved. As the budget is moved forward for adoption, keep in mind the outcomes we
want to achieve when resolving these differences will be to avoid as much as possible the
need to make any mid-year 2012 budget adjustments due to unrealized revenues or
understated operational expenses. Our intended use of reserves is for cash
flow/management and to back stop any year end budget adjustments for current year,
2012 and beyond.

Background Budget Information:

It should be clear to all stakeholders, employees and others, continued changes in
operations and how programs and services are funded will be required. These changes
will be in the form of program, service and personnel reductions/restructuring. There will
be no getting around or avoiding this reality. The last 4 years operating budgets, after
audited figures demonstrated, resulted in operating deficits in 3 of 4 as follows:

2007 ($528,000)
2008 ($3.4 million)
2009 ($1.9 million)
2010 $1,991,171

While the 2010 operating surplus changed a trend from the prior 3 years, it should be
recognized, Retiree Health Care obligations were not funded at the ARC and assets in the
trust were converted to pay eligible claims. Had the ARC been funded, the operating
surplus would have been considerably less. This effect is presented more clearly later in
this presentation under the Retiree Health Care section.

The Board of Commissioners will have to provide policy direction that will result in
budget cutting from the amounts included in the preliminary budget. A balanced budget
must be submitted to the County Board of Commissioners from the Administrator/CFO.
Ideally, this is done with clear policy direction from the Board. These policy decisions
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should allow staff to deliver a balanced budget within the framework of your policy
direction and within the established budget calendar. Your policy direction should lead to
the allocation of resources to best achieve the outcomes you desire and goals you expect
the organization to meet.

Staffing and Funded Position Levels:

Over the course of the past 3 budget cycles, the County has been reducing the work force
through voluntary separations, attrition and other restructuring. The attached chart and
table confirm the rates of employee staffing reductions over the past 12 years:

Budgeted Full Time Employees
2000-2011
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2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Budget Year
Year Count Year Count
2011 423 2005 572
2010 479 2004 575
2009 549 2003 599
2008 566 2002 603
2007 560 2001 600
2006 559 2000 605

As the employee count is reduced, the rate per employee to spread certain benefit costs
(especially post employment benefits for current and retired employees) is increasing as
fewer employees are available or are eligible to charge the cost of the ultimate dollar
contribution amount. As the prior promised benefits are funded, the rates on each dollar
of current payroll must be increased to collect to total.
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Since adoption of the 2011 budget, the following staffing changes and related
employment costs have taken place and are included in the 2012 preliminary budget:

* Funding for 3 additional Deputy Sheriffs (total increase of 1. 3
additional less 2 cancelled school contracts)

= Staff with public health added programmer to 60107

= Corrections Officer Supervisor split between jail and dorm; also
backfilled co vacancy due to promo to supervisor

= Additional funding to cover the straight wage increase of 104 annual
hours for the Corrections Officers. Includes the wage based fringe
increase. Incorporated into 2012/2013 budget.

= Any wage step increases included for positions as part of CBA or
policy covering non-union group 7his is incorporated.

= Other Tier 2 wage scale used for new hires/vacancies

»  Addition of 4 nursing positions at Public Health

After meeting with each office and department, it is our initial assessment, a balanced
budget will again be difficult to achieve as each year the additional cost cutting and
reductions prove harder to obtain. Operating supply and related expenses have been held
flat for the past 10 years. Any deficit will not be closed with only operating supply
reductions. Compounding the challenges in the current year is the trend for less revenue
and increasing expenses next year and in ensuing years for both operating expenses and
post employment/legacy costs.

We again recommend your planning horizon needs to be beyond 2012. Plans should look
at what is forming on the horizon with revenue sharing reductions in 2013 and the
possible elimination of the personal property tax. These two (2) sources together would
represent approximately $3.6 million in revenue reductions. Couple this scenario with
likely additional costs for health care, pension contributions, wage scale adjustments and
inflationary increases for operating supplies and we can easily forecast a 2013 deficit of
$5 million. The shortfalls are projected to be large and reserves cannot fill the
differences between revenues and expenses. We simply need to be realistic about the size
of the likely challenge and not underestimate what will be required.

Revenues:

Property Tax Revenue-This is the General Fund’s largest single source of revenue
representing approximately 61% of revenues. Property taxes also represent 100% of the
resources to fund the Commission on Aging and its programs and the Fairview Home.
Property taxes as a revenue source have diminished since 2008 from $29.5 million to
$26,376,534 for 2012 or a total of $3,204,247.

Looking longer term at this revenue source, Proposal A caps increases in taxable value to
the rate of inflation or 5%, so even if property values suddenly turned, our revenue source
would not dramatically increase but instead increase at no faster than 5% annually. To get
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back to the highest property tax receipts in 2009 would take 4 years (assuming a 5%
increase), so a more likely scenario is 5 years (at 2.5%) or 2017 unless economic
development aides in property tax receipts increasing faster. With State revenue sharing
being reduced in 2013, and other receipts seeing downward pressure, total General Fund
revenues are projected to continue trending lower. This is especially noteworthy if the
CPI remains flat and less than the aforementioned rates.

Following is a summary of the property tax revenues in years 2004-2013:

YEAR | EST/Actual Property %
Tax Revenue Change $ Change

2004 $25,279,778 #VALUE! #VALUE!
2005 $26,362,233 4.28% $1,082,455
2006 $27,831,605 5.57% $1,469,372
2007 $29,119,697 4.63% $1,288,092
2008 $29,580,781 1.58% $461,084
2009 $28,632,000 -3.21% -$948,781
2010 $27,267,793 -4.76% -$1,364,207
2011 $26,778,208 -1.80% -$489,585
2012 $26,376,534 -1.50% -$401,674
2013 $25,980,886 -1.50% -$395,648

Source: Monroe County Equalization Department

Based upon the actual receipts for 2010 property taxes and up to date information from
Equalization, the budgeted 2012 property tax revenue has been adjusted to the figure
outlined above. This is the result of property tax values and resulting receipts not
declining as much as initially projected.

Revenue Sharing Reserve Fund:

The 2011 year end projected balance of this fund will be $3,798,594 after drawing the
state authorized amount of $2,986,791 for the 2011 budget. The state authorized amount
of $3,049,466 will be budgeted for 2012 leaving a balance of approximately $749,128 at
year end 2012. Based on this withdrawal schedule, the fund balance will be less than the
prior year’s withdrawal, and for the 2013 budget, the County will then rely on a revised
formula with approximately $1 million less in revenue for the 2013 budget and beyond.
The table and chart that follow, represent the information outlined above:
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BALANCE AT
YEAR 12/31

2004 | $ 7,140,573
2005 | $ 12,678,885
2006 | $ 18,619,729
2007 | $ 16,324,176
2008 | $ 13,010,325
2009 | $ 9,881,110
2010 | $ 6,785,385
2011 | $  3,798,594*
2012 | $ 749,128

*Preliminary subject to audit
**Projected based upon budgeted transfers

Year End Balance of Revenue Sharing Reserve Fund 2004-2012
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$4,500,000 -

$2,500,000 :I I .
$500,000 - T
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B BALANCE AT 12/31

Fund Balance

Revenue Sharing Reserve Fund Interest Transfer-in:

Transfer-in from the interest earned on this fund has been eliminated as a transfer-in
amount. Prior year budgets have included up to $250,000 and the 2011 budget included
$100,000. The net effect is a loss of this revenue amount in 2012 and beyond.

Interest Income:

Interest income will be higher by $17,000 over the prior year budgeted amount. This is
due to the factors noted in the preceding paragraph on the revenue sharing reserve fund
drawing down but cash deposits increasing due to increased fund balance year over year.
The effect on General Fund revenues due to both lower fund balances and especially

lower interest rates is shown in the graph below:
Source: Monroe County Treasurer
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General Fund Interest Income 1987 to 2012
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Annual Interest Revenue

Other Revenue:

Generally, most all other revenue line items are showing reductions or no change over
prior year due to lower activity. These other line items account for over 40% of the
General Fund revenues and lower amounts contribute to budget imbalance.

Special Revenue Funds 2006-2012:

Annually, the General Fund includes amounts that are transferred into various special
revenue funds. These amounts are summarized in Cost Center 101-975000. The General
Fund amount is the difference between the special revenue fund’s income and its
expenses. As these special revenue funds are able to either raise additional
income/revenues and/or reduce expenditures, it has a direct dollar correlation to the
amount required from the General Fund. A comparative view of the major special
revenue funds and the budgeted transfers out for the past six (6) years is shown below in
summary and then by each Special Revenue Fund:

General Fund Annual Transfers-Out 2006-Preliminary 2012
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Annual Amount
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General Fund Transfers-Out
By % of Cumulative Totals 2006-Preliminary 2012

Central Dispatch Child Care/Youth
17% Center

Fairview 299,
5% M— -
Dormitory /A

21% Imaging Foc Public Health
1% 9% 18%

Inmate Dormitory Fund- Increased housing of ICE detainees has resulted in
additional revenue and a lower GF transfer-out. The fund’s 2010 and 2011 revenues were
developed based on average monthly housing figures of 80. The average for 2010 was 90
and through August 2011 was 83.75. If this trend continues and expenses are held stable,
the County would confirm the 80 inmate count as part of the revenue estimates for 2012.
However, the Sheriff’s Office estimate for the 2012 monthly housing count is 77 inmates
or a revenue loss of $82,000 over the 2011 budget. This is one of the deviations outlined
previously in this budget document. The 2011 budgeted transfer out is $1,116,040 and
compares favorably to the prior year budgeted amounts as outlined below. The 2010
year-end fund balance of the Inmate Dormitory Fund was $514,235 due to higher
revenues and expenses held below budget, but we will point out $150,000 is being used
to cover jail overtime in 2011.

The history of general fund budgeted transfers-out is as follows:

Year Original Budgeted Amount Inmate Dormitory Budget
2012 $1,020,498 $3,448,646
2011 $1,116,040 $3,478,804
2010 $1,920,123 $3,967,247
2009 $2,040,969 $4,254,449
2008 $2,050,394 $3,911,303
2007 $2,010,394 $3,866,374
2006 $1,325,042 $3,463,289
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Inmate Dormitory Fund-Transfers-Out & Total Budget
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Fairview Home-A restricted fund was established to record the revenue from the
millage and transferred into the Fairview operating budget. We continue to include
applicable cost allocation plan charges to Fairview for central services provided by
resources of the General Fund. The 2012 budget will include funds for capital equipment
upgrades and facility needs that have been deferred for the past few years. The history of
general fund budgeted transfers-out is as follows:

Year Original Budgeted Amount Fairview Budget
2012 $0 $1,446,235

2011 $0 $944,675

2010 $415,865 $745,865

2009 $608,340 $933,340

2008 $557,790 $932,790

2007 $611,985 $920,440

2006 $453,219 $803,219

Fariview Home-Transfers Out & Total Budget
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Central Dispatch Fund-A question on the November 2010 general election ballot

to fund a surcharge on telephone service was defeated. Preparations for the budget are
based on available funding formulas for access fees/911 surcharge amounts and the
General Fund covers the difference with a transfer-out appropriation to the Central
Dispatch Fund. In 2011, the appropriation is $1,199,497 and the preliminary 2012 is held
even. The 2010 year-end fund balance of the Central Dispatch Fund was $147,996.

A history of general fund budgeted transfers-out is as follows:

Year Original Budgeted Amount Dispatch Budget

2012 $1,196,952 $2,305,179

2011 $1,196,952 $2,269,038

2010 $1,199,497 $2,273,616

2009 $1,697,584 $2,324,067

2008 $1,569,601 $2,314,514

2007 $1,303,353 $2,259,967

2006 $1,157,279 $2,063,763

Central Dispatch-Transfers-Out & Total Budget
$2,500,000
$2,250,000
$2,000,000
$1,750,000
€ $1,500,000
é $1,250,000
< $1,000,000
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‘D Budgeted Transfer-Out B Central Dispatch Total Budget ‘

Child Care Fund- Funding for the Child Care Fund (Youth Center) is provided by

the County and state sharing of 50% of qualified expenses. The history of general fund
budgeted transfers-out is as follows:

Year
2012
2011
2010
2009
2008
2007
2006

Original Budgeted Amount

$1,887,582
$1,896,336
$2,167,149
$2,458,842
$2,882,678
$2,650,672
$2,556,431

Child Care Fund Budget

$3,907,620
$3,909,882
$4,447,627
$4,936,463
$5,122,914
$4,842,631
$4,217,277
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Child Care Fund-Transfers-Out & Total Budget
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Public Health Fund-The 2012 Public Health budget totals $5,443,973 and is offset

by $1,092,668 of transfer-out from General Fund. Much of the revenue generated is
dependent on state funding/reimbursement formulas and may be impacted by State
budget outcomes and additional reductions. The history of general fund budgeted
transfers-out is as follows:

Year Original Budgeted Amount Public Health Budget
2012 $1,092,668 $5,433,973
2011 $1,117,364 $5,675,636
2010 $1,367,365 $5,523,465
2009 $1,671,487 $6,536,642
2008 $1,545,616 $6,594,384
2007 $1,452,955 $6,080,789
2006 $1,479,295 $5,761,422
Public Health-Transfers-Out & Total Budget
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Friend of the Court-The history of general fund budgeted transfers-out is as

follows:
Year
2012
2011
2010
2009
2008
2007
2006

Original Budgeted Amount
$703,304
$818,381
$654,165
$650,591
$533,227
$487,312
$523,354

Friend of the Court Budget
$2,660,340
$2,717,763
$2,816,371
$3,243,588
$3,214,061
$3,244,646
$2,912,402

$3,500,000

Amount

$500,000

$0

Friend of the Court-Transfers-Out & Total Budget
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‘D Original Budgeted Transfer-Out B F.O.C. Total Budget ‘

2012

As a footnote to the above, as has been reported previously, the FOC fund has closed the
past four (4) years with fund deficits of $63,535, $175,000, $351,288 and $240,000. The
deficit is a result of not just the amount the County transfers-in, but of expenses and
revenues available to the FOC. The Board will need to determine the level of funding
from General Fund to support the FOC.

Imaging Services- Beginning in 2011, this service division is staffed with one (1)

printer/technician after the early retirement of the other employee. We expected revenues
to be lower with only one (1) employee and likewise, expenses have been lower. The
preliminary 2012 transfer-out reflects this as well as use of fund balance within the fund
to result in $0 transfer out from General Fund as noted below:

The history of the general fund budgeted transfers out is as follows:

Year
2012
2011
2010
2009
2008
2007

Original Budgeted Transfer-out

$0

$17,460
$71,998
$82,767
$84,392
$60,000
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Until 2007, this fund was able to cover expenses from charges to internal departments
and other billings. When the County moved to a print-on-demand model and reduced the
individual department’s line items for printing services, less revenue was generated as the
operation of the fund moved to a more service based rather than product based concept. A
reduction in available internal billings from departments followed as they were provided
with electronic forms and services and dramatically reduced printed materials.
Accordingly, to keep this service viable, a transfer in has supplemented the operation

since 2007 but will not be included in the 2012 budget:

Transfer-Out Imaging Services

$85,000
$75,000 -
$65,000
-g' $55,000 -
g $45,000
< $35,000
$25,000
$15,000 .
$5,000 ‘ :
2007 2008 2009 2010 2011 2012
Year
B Transfer-Out [ Transfer ‘
Special Revenue Funds Summary:
The original budgeted transfers out to the special revenue funds are as follows:
Fund Name: 2009 2010 2011 2012 Preliminary
Inmate Dormitory $2,040,969 $1,920,123 $1,116,040 $1,020,498
Fairview Home $608,340 $415,865 $0 $0
Central Dispatch $1,697,584 $1,199,497 $1,196,952 $1,196,952
Child Care Fund $2,458,842 $2,167,149 $1,896,336 $1,887,582
Public Health $1,671,487 $1,367,365 $1,117,364 $1,092,668
Friend of the Court $650,591 $654,165 $818,381 $703,304
Imaging Services $82.767 $71,998 $17.460 $0
TOTALS $9,210,580 $7,796,162 $5,889,363 $5,901,004
Health Care:

A few notes and budget impacts considering Health Care benefits:
1. The total number of employees of the County is down but health care cost

increases, especially in prescription drugs is contributing to rate increases.
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2.

For employees covered under collective bargaining agreements executed prior to
9/15/2011 and in effect through 2012, the cost sharing of the base PPO 3 health
care plan moves to 12% for employees and 88% for the County.

A rate increase of 8.25% to the illustrated premium year over year has been
calculated and included in the 2012 preliminary budget subject to receiving the
actual rates.

For all employees not covered under current CBA’s and with effective dates after
9/15/2011, employer health care cost will be limited to the provisions of the
Publicly Funded Health Insurance Contribution Act (PFHICA).

Responding to both cost impact and the PFHICA, new plan designs developed by
our employee benefit consultant and in consultation with our TPA, BCBSM, will
be offered to employee groups who will be subject to the provisions of the
PFHICA. The intent of these new designs is to offer employees plans to lower
their premium cost share while allowing opportunities to more actively manage
their individual health care needs. The intended outcomes of these new plan
designs are savings to the employee and employer.

There are three (3) collective bargaining agreements with expiring contracts at 12-31-
2011. The negotiations will be taking place soon. The number of employees represented
under these expiring CBA’s is 78. In addition, there are 85 non-union employees and 22
elected officials who will be impacted by the changes from the implementation of the
PHICA.

Retirement System:

Employer Retirement System Contributions rates are up over 201 1as noted below:

Emplovee Group 2012 2011 2010 2009
General County 22.23 17.29 14.92 13.26
Sheriff 24.11 20.50 19.43 17.58

Central Dispatch 20.48 19.09 19.45 18.79
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Pension Contribution Rates

Percentage Funded

1 Hl

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
Year

W Sheriff (J General [ Dispatch

e 2012 Contribution will be per actuarial rates for all employee groups
2011 Contribution $5,164,372

e 2010 Contribution $5,004,692
2009 Contribution $4,263,281

For the 2™ year removed (12/31/2008) the actuarial valuation of the pension plan assets were
93% of accrued liabilities.

For the 1* year removed (12/31/2009), the actuarial valuation of the pension plan assets were
89% of accrued liabilities.

For the most recent valuation (12/31/2010), the actuarial valuation of the pension plan assets are
83% of accrued liabilities.

On a market value basis, the funding position of the pension plan is 78%.
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Pension Fund Funded Ratio
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As the obligations increase and with lagging investment performance, the pension fund’s ratio of
assets to liabilities deteriorates. This in turn places additional financial strain on the employer in
the form of increased employer contributions to the pension fund. Since most employee groups
contribute low if any amounts, the County, as employer must increasing contributions. The charts
above demonstrates this information.

Percentage Funded

Retiree Health Care:

Retirees &_ Active Annual Average
Beneficiaries Participants Year Expenditures SR& B
2012
646 368 2011  $5,700,000 (1 $ ?
597 406 2010 $4,660,265 $7,806
408 546 2009 $4,573,826 $11,210
398 580 2008 $3,039,883 $7,638
398 580 2007 $3,315,293 $8,330
374 598 2006 $4,374,135 $11,695
227 2005 $2,292,392 $10,098

In the past six (6) budgets, the County has underfunded the contribution to the Retiree
Health Care trust fund. The actuarially recommended contribution and the County’s
funded amounts are shown on the following page:
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YEAR 2006

GROUP ACTUAL ARC OVER/ (SHORT)
COUNTY

AGENCY $ 265,914.57 $ 234,236.00 S 31,678.57
DISPATCH $ 108,749.07 $ 121,243.00 S (12,493.93)
GENERAL $ 1,780,424.65 $ 2,745,801.00 S (965,376.35)
SHERIFF $ 1,175,433.16 $ 1,515,359.00 S (339,925.84)
YEAR 2007

COUNTY

AGENCY $ 300,513.67 $ 288,074.00 S 12,439.67
DISPATCH S 197,284.54 S 185,301.00 S 11,983.54
GENERAL S 2,817,426.57 S 3,810,929.00 S (993,502.43)
SHERIFF S 1,863,727.78 S 2,027,592.00 S (163,864.22)
YEAR 2008

COUNTY

AGENCY $ 324,775.22 $ 330,761.00 S (5,985.78)
DISPATCH $ 275,392.09 S 278,372.00 S (2,979.91)
GENERAL $ 4,605,854.56 $ 4,684,870.00 S (79,015.44)
SHERIFF $ 2,156,191.77 $ 2,333,636.00 S (177,444.23)
YEAR 2009

COUNTY

AGENCY $ 259,054.95 $ 456, 908.00 $ (197,853.05)
DISPATCH S 214,428.73 S 242,990.00 S (28,561.27)
GENERAL $ 2,401,611.69 $ 4,744,783.00 $(2,343,171.31)
SHERIFF $ 1,928,776.79 $ 2,343,474.00 S (414,697.21)
YEAR 2010

COUNTY

AGENCY $ 423,404.38 S 523,476 S (100,071.62)
DISPATCH $ 222,845.69 S 225,220 S (2,374.31)
GENERAL S 1,224,081.71 $ 3,808,955 $(2,584,873.29)
SHERIFF $ 876,434.66 $ 2,393,160 $(1,516,725.34)
CUMULATIVE ACTUAL ARC OVER/ (SHORT)
COUNTY

AGENCY $ 1,573,662.79 $ 1,833,455.00 $ (259,792.21)
DISPATCH $ 1,018,700.12 $ 1,053,126.00 $ (34,425.88)
GENERAL $ 12,829,399.18 $ 19,795,338.00 $(6,965,938.82)
SHERIFF $ 8,000,564.16 $ 10,613,221.00 $(2,612,656.84)

TOTAL $(9,872,813.75)
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Cumulative Funding-Actual vs. ARC 2006-2010
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For 2012, we have not yet received the actuarial valuation however, the ARC is budgeted
at $6.4 million. We do expect the recommended contribution to increase over the prior
year due to the following:

Investment income in the trust has not performed well enough to offset expenses
Interest assumptions on the rate of return from the fund are overstated based on
both performance and prior underfunding of the recommended contribution
amount. A likely adjustment in the interest rate assumption alone will increase the
unfunded liability. If a rate is not adjusted to impact 2012, then we can anticipate
it for 2013 and beyond unless other measures are taken to offset the differences
between the assumed discount rate and actual fund performance.

The total return of the RHC fund since inception is 4.17%. The policy index is
4.58%. The larger problem is the actuary assumes a rate of return of 7%. This
coupled with the County short-funding the ARC over the past 6 years at a
cumulative total of $9.8 million, a concern is that the assumptions being used do
not have a basis to continue.

Health care inflation is causing upward cost pressure.

Of the 368 active participants in the RHC plan, most now are contributing to
prefund the plan. The contribution rate is 1.5% to 3.0% of payroll for eligible
employees. The goal is to bring equity to all participants by having all eligible
employees contribute 3% of base pay into the fund. Employees within the
expiring CBA’s are not all at the 3% contribution rate.

Recent market values of the RHC trust were:

$23 million on 7-31-2010
$25 million on 7/31/2011
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e The 12/31/2009 actuarial valuation calculated the unfunded liability of the fund at
$60.3 million with a funded ratio of 31.50%.

e The 12/31/2008 actuarial valuation calculated the unfunded liability of the fund at
$60.8 million with a funded ration of 30.20%.

We have asked the actuary to present a summary report on the most recent valuation of
the retiree health care plan upon submittal to the County. We expect this to be scheduled
in September.

Employee Wages:

Employee wages negotiated in collective bargaining agreements include 0% raises. The
preliminary budget does not provide a wage increase for any employee group except for
step increases as part of the CBA or policies.

Board Decision Making and Policy Direction:

With the submittal of the 2012 Preliminary Budget, the Board of Commissioners will
have the opportunity to provide direction on the budget outcomes to be achieved and
where efforts to make funding reductions or revenue increases should be pursued. Past
working groups including Board Leadership and Finance Office staff have served to
formulate recommendations and action to then be reported on back to the full Board and
those actions confirmed, rejected or modified.

Methods to Appropriate/Reduced Funding:
Depending on how the budget process is viewed by Board, then staff may prepare
methodologies to consider in making the necessary adjustments to the budget in order to
balance the 2012 budget. Some options may include but are not limited to:

Appropriation formula from available revenues

Reduction formula from preliminary budget to meet target

Program reductions or eliminations

Other methods of reducing expenditures or raising revenues

If there are questions about the information contained within this document or the
preliminary budget, please contact either of the two preparers of this document.
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