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September 15, 2015

TO: Polk County Board of Supervisors
FROM: Dana Frey, County Administrator

SUBJECT: Polk County 2016 Operating and Capital Budget Recommendations

It is my honor to present you with a budget recommendation for 2016 for your
consideration and in compliance with my responsibilities under Wisconsin Statutes
section 59.18. A summary of this budget recommendation is attached along with
supporting documentation; full detailed information is available from the department of
administration on any department or expenditure category (and of course on any other
relevant financial subject).

Economically, the growth in employment and retail sales identified over two years ago is
continuing, with employment now above its pre-recession level and sales tax collections
continuing to set records. The County’s equalized value continues to imprdve, growing
by two percent, and residential real estate values continue to climb. Asin the past
several years, however, there are serious restrictions on revenues both because of the
state-imposed levy cap and the historically low rates of return on the County’s
investments. However, the County’s debt service is returning to more manageable
levels, which provides limited breathing room for operating budgets.

As noted in past discussions, constraints on revenues will, along with increasing
demands for services and other cost increases, force local governments to change. This
may be either in a transition, or an orderly and planned process towards a known
future, or a transformation, unplanned and uncontrolled changes towards an unknown
end. With your leadership, Polk County has taken steps to control its own future, and
this budget proposal continues that progress. This budget continues to limit the future
impact of past decisions by taking major steps to actively manage the County’s debt
instead of reacting to escalating debt service costs. In addition, for the first time this
budget recommendation incorporates detailed planning estimates for 2017 and 2018,
allowing for longer term planning and stable budgeting. This budget recommendation is
balanced for the three-year period, although danger signs appear in 2018 and, if
revenues or if significant expenditure savings cannot by found by 2019, major
restructuring will be required.
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This budget proposal also incorporates some long-overdue reorganization to improve
service delivery for the public and increase efficiency. First, it is proposed that the
current fragmented, patchwork system of service delivery in public health, assistance
for children and families, economic support, and behavioral health be streamlined
through the formation of a new Community Services Division of Polk County
Government. A recent review of service delivery by an outside consultant has strongly
recommended such a change, noting the increase in efficiency and improvement of
services through a single intake system and better collaboration between agencies.

Coupled with this is a proposed substantial overhaul of how Polk County provides
mental health services. Over the past several months, | have had a number of
discussions with County staff and others, culminating in a decision to undertake a
diagnostic assessment of the County’s mental health clinic. Although the assessment is
nowhere near final, the preliminary results are encouraging: the need for the clinic is
clearly there and the staff are very competent and very motivated. What is lacking is
modernization of systems, including software and records storage, better definition of
roles and responsibilities, marketing and education, and a revamped organizational
structure. To that end, | am recommending that the clinic receive funding from the
Asset Find of approximately $325,000, with $250,000 set aside for new management
‘softwa‘i‘z.e and $75,000 set aside for assistance with reorganizatf}on and restructuring.
This Io{\zjn would be paid back over a five year period. R

t

Third, it is also proposed that Polk County consider establishment of a business office,

combining aspects of the Clerk and Treasurer-as well as other agencies to handle all

payments and to provide simple services. It is also recommended that this office be

open longer hours than other agencies, allowing citizens to access services before or
after work.

Fourth, it is proposed that all fiscal services be coordinated through the Department of
Administration and, as Corporation Counsel has recommended, that the County
Administrator not serve as the department head. As with the overall organization,
fragmentation in fiscal services does not serve the County well, and the Administration
Director would be given authority over methodology, reporting, budgeting and financial
controls over all fiscal staff regardless of department. In a similar vein and as
recommended by Corporation Counsel, | am also proposing that the position of Deputy
County Administrator be created to serve as Acting Administrator in my absence.

Note that all of these changes would be implemented without any significant increase in
average property taxes: for the sixth year in a row, taxes on the average home will be
about the same as in the preceding year. In addition, the planning estimates for 2017
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and 2018 also do not propose any significant increase in levy even though it is proposed
that the County consider addressing its greatest infrastructure problem: the obsolescent
Highway Department facility. Adequate reserves and new debt service capacity will
allow for a modest new or redeveloped facility without any increase in levy. All told,
these actions mean that taxpayers can be confident that the County share of their
property tax bill will not increase significantly, if at all, for the foreseeable future.

The recommended overall budget expenditure is $58,879,096, an reduction of
$2,448,288 from the 2015 adopted budget. This decrease is largely because of the early
payment of a 2007 bond in 2015. Following the “last dollar levy” principle defined in the

budget preparation and execution policy® the final property tax levy recommendation is
$21,460,018, a 1.4% increase from the 2015 actual property tax levy. This levy amount
is within the state-imposed levy cap.

Budget goals and objectives:

There are three basic objectives to a budget process: to improve fiscal discipline and
budget transparency, to allocate funds in accord with County Board priorities, and to
improve the effectiveness and efficiency of public expenditures. This budget proposal
continues to make progress towards fiscal disciplirf;é through assurances of future
sustainability and conservative, realistic revenué aﬁ'd expenditure estimates. Fiscal
transparency is enhanced by the incorporation of all funds in a single budget, with
County Board action required to retain any dedicated accounts, and all fees and charges
listed on a separate, comprehensive fee schedule. In addition, the proposed budget also
incorporates an initiative to help move all departments and funds to the same general '
ledger as the County’s general fund in preparation fora longer-term replacement of the
County’s financial software and improved budget reporting.

Allocation in accord with County Board priorities is improved by linking department
narratives to the strategic and comprehensive plans and by specifically addressing the
issues raised above. Additionally, Board prioritization sessions have provided input on
programs considered important and, in preparing the budget, opportunities for
increased services or performance in these areas were considered. It is also the intent of
this process that governing committees have maximum opportunity for input and
policymaking in considering and making recommendations on the annual budget.

Efficiency and effectiveness continue to be addressed through program restructuring
and by specific initiatives to improve resource utilization in certain areas. This proposal

! In allocating revenues, all non-levy revenues must be calculated before property tax levy is assigned,
assuring the lowest tax level for any given budget
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continues to treat enterprises as stand-alone businesses, providing directors the ability
to reduce costs as needed to assure profitability. All programs will again be matched
with key performance indicators and, for selected programs, a logical framework will be
prepared, showing how program activities link to results sought by the County Board
and how progress towards those results can be measured. Finally, this budget also
proposes to begin an initiative towards redefining how citizens can best access county
services, taking into account improvements in technology and changing citizen needs.

Summary of Recommendations

These budget recommendations were developed through a process that began in late
2014. Every department was asked to submit an initial budget request that included no
additional levy support in operating or capital expenditures but did include an increased
cost for compensation and benefits. Following, administration met with departments to
determine potential opportunities for savings above and beyond the baseline amount in
coming to a final recommendation. Once again, the cooperation and assistance
received from every department head was outstanding.

Revenues:

In developing the 2016 budget propgsa‘a!, it was once again assumed that non-tax
revenues would generally be frozen (unless there was reason to know or believe
otherwise, i.e. amounts were certified or there was strong likelihood of a decrease in
funding). State aid is expected to stay about the same as in 2015, with cuts in a few
areas notably recycling at about $32,000. ) '

Substantially improved sales tax collections have been reflected in an increased forecast
of $2,900,000, an amount below the forecast recently supplied by the Wisconsin
Counties Association and that forecast by Polk County’s own time series model. It does
appear that the rate of increase in sales tax revenue has slowed, however, so the
forecast for 2016 through 2018 is for a 2.6 percent increase each year. The forecast for
interest earnings remains at an historically low level, with some modest increase in the
later years. The August 2015 interest rate for investments made in the Wisconsin Local
Government Investment Pool Was 0.13%.

Revenue from charges for services is expected to be up slightly from 2016 with the
recovery of the housing market, and intergovernmental revenue remains at a high level
as a result of work done by the Highway Department for other jurisdictions. Other
revenues, notably fees and fines, remain relatively flat.




Letter of transmittal

The last dollar levy principle requires that the property tax recommendation follow the
assignment of all revenues, effectively making it the resource of last resort in preparing
a budget recommendation. In normal circumstances, once a minimum level of
expenditures had been determined, options are considered to fill the resultant gap; the
final figure derived is levy. However, these are not normal circumstances: not only has
State aid been frozen — or, in many cases, cut — but the levy is only allowed to rise for
new construction, perhaps one percent per year. As the levy cap is based on the prior
year’s levy, it is therefore recommended that the full authorized levy amount be taken
for 2016, with any revenues above expenditures dedicated allocated to the contingency
fund and or assigned to other funds such as the Asset Fund. This would result in a levy
of 1.4%. Note that this increase is well below that for the average county of 1.8% as
estimated by the Legislative Fiscal Bureau.

Although change in the amount in the county share of the tax is impossible to predict
for any individual taxpayer, it is possible to predict that the average taxpayer will see
very little change in his or her county tax due to the effect of new construction. As the
county levy only accounts for about 20 percent of the total, change in school district and
~ town/village/city levies will have a far greater impact on the total tax bill.

Total revenues are recomniénded to be $58,725,182, a 2.4% decrease from the ZO_iS
budget amount, with muich of this decrease due to early repayment of the 2007 ‘bolnd in
2015. This total revenue amount has not changed appreciably since 2012. Table 1,
attached, provides greater detail on revenues and collection history. ‘

Exgenditdies:

Total expenditures are recommended at $58,879,096, a decrease <‘)f 42,448,288 from
the 2015 budget amount. This is also affected by the prepayment of the 2007 bond.
Personnel costs increase very slightly, despite a recommended compensation
adjustment and increase in benefit costs. Overall staffing is relatively unchanged.

Four years ago, the County Board acted to establish a new asset protection fund to
provide revolving loans for major capital projects or other investments. This year, it is
again proposed that the loan fund be appropriated to reduce future costs for four
initiatives: new electronic medical records software and implementation in the
Behavioral Health Clinic, exterior lighting in the Government Center, and a study of
building options for the Highway Department. All are to be repaid by the departments
listed.

There are very few areas where significant increases in levy revenues are needed to
maintain constant services. One area is recycling, with the need for a new truck and a
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cut in state aid. Together, these changes require an increase in levy support of $88,000.
There is funding for an imaging system to replace and supplant one used in the Register
of Deeds of $18,000, another $270,000 is assigned to Human Services to offset
placement cost increases, and it is recommended that $150,000 be transferred to the
Contingency Fund given the large costs of court cases late this year.

Fund balance:

This budget recommendation again complies with the County Board’s directive that the
general fund undesignated fund balance equal at least 20 percent of general fund
expenditures, again with a recommendation that the unassigned fund balance be held
at least 30 percent of general fund expenditures. Another recession, or lengthening of
the current excruciatingly slow recovery, will also affect State and Federal collections;
this, along with the state of Federal finances, makes future reductions in county aid
inevitable. Some of these reductions may come without adequate notice for the County
to respond, meaning that a reserve may prove necessary to avoid major service
disruptions or costly layoffs.

Capital improvements:

The 2015 budgét recommendation also incorporates a capital improyer%ﬁent planning
process, in part linked to the asset protection and internal investment fund. As was the
case last year, the amounts for 2016 are incorporated in the budget recommendation
directly, and'will be separately identified in a capital improvement plan for those items
1 over $25,000 and in a budget annex for items over $5,000. The five-year plan will be
released as a separate document within a few days.

Future budget implications:

As in the past, the intent in preparing this budget was to both ensure it was structurally
balanced, meaning that all continuing expenditures and, to the extent possible, to
reduce future liabilities. That effort has so far been successful. The 2016 budget
recommendation contains two forward year budgets for 2017 and 2018; these budgets
are balanced, and the intent of their inclusion is to provide the County Board a real-time
assessment of the impact of changes to the 2016 budget on future years. It is highly
unlikely that either the levy cap will be lifted, new revenues assigned or the state aid
cuts restored by the time counties prepare their 2017 budgets. However, 2018 is a
critical turning point: the state legislature will need to make a decision on these issues
as part of their budget deliberations in 2017 or else the role of county government in
Wisconsin will need to be redefined. This budget is intended to position the Polk County
Board two years from now to respond to that state decision. The 2018 budget close to
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balanced; if the 2017 legislature continues to follow the path of freezing or cutting local
revenues the County Board will have over a year to determine which programs should
be cut or eliminated. Note that these cuts will need to be substantial.

Conclusions and implications

The 2016 budget recommendation continues the transition to a smaller, more efficient
government, one more flexible and responsive in service provision, more competitive in
the market for talent, and altogether better at providing the services citizens want and
are willing to pay for. As noted last year, this is not an easy or rapid transition: the
temptation is to wait and see what happens. However, doing so would risk the very
outcome we most wish to avoid: having a future set for the County rather than having
the County set its own future, entering into a transformation rather than a transition

process.

Respectfully submitted,

).

Dana Frey ( : o
County Administrator S
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9/15/2015  2:58:05PM

Proposed Levy Allocation By Department

2016 2015 Difference

Levy Levy
ADMINISTRATION 101 (3,310,267) (3,088,294) 221,973
ADMINISTRATION 102 150,000 0 (150,000)
ADMINISTRATION 301 3,147,401 3,861,651 714,250
ADMINISTRATION 457 81,939 80,000 (1,939)
ADRC 212 110,785 110,785 0
BLDG, PARKS, RECYCLING 101 1,648,608 1,627,306 (121,300)
CIRCUIT COURT 101 623,680 580,514 (43,1686)
CORP CONUSEL/CHILD SUPPO 101 254,002 233,766 (20,236)
COUNTY CLERK 101 363,709 334,388 (29,321)
DISTRICT ATTORNEY 101 394,897 367,897 (27,000)
EMERGENCY MANAGEMENT 101 49,211 46,188 (3,023)
EMPLOYEE RELATIONS 101 383,737 364,596 (19,141)
FAIR 101 22,748 22,748 0
FORESTRY 101 (73,845) (78,974) (5,129)
HIGHWAY 701 3,144,868 3,086,675 (68,193)
HUMAN SEVICES & 211 3,885,545 3,611,103 (274,442)
INFORMATION TE(SHNOLOGY 101 571,927 §54,254 (17,673)
LAND & WATER RESOURCES 101 352,325 340,306 (12,019)
LAND/ZONING 101 365,546 350,027 (15,519)
LAW ENFORCEMENT 101 7,200,783 7,354,871 154,088
MEDICAL EXAMINER 101 103,128 101,538 (1,590)
MUSEUM 101 33,133 30,000 (3,133)
OUTSIDE AGENCIES 101 136,046 136,046 0
PUBLIC HEALTH 101 735,643 705,599 (30,044)
PUBLIC HEALTH 218 122,367 122,509 142
REG OF DEEDS 101 (33,466) (30,626) 2,840
TREASURER 101 37,352 36,206 (1,148)
UW EXTENSION 101 266,447 261,249 (5,198)
VETERANS 101 150,794 147,794 (3,000)
Total 20,919,042 21,170,122 251,080
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