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September 20, 2016

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

SUBIECT: Polk County 2016 Operating and Capital Budget Recommendations

v

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 recommendatlon is attached along with supporting documentation; full detailed

: |nformat|on is avarlable from the department of admmlstratron on any department ¢ or
expendlture category (and of course on any other relevant financial subject).

Economlcally, the growth in employment and reta|l sales that began about three years ago is
contlnumg, wnth employment showing a relatively spectacular i increase since early 2013. [t

now appears that all of the jobs lost in the last recession for County residents have been
restored, although as noted in the past this is a quantitative, not qualitative, measure. Sales
tax collections continue to set records, although this increase has slowed slightly this year,
Equalized value contlnues to improve, growing by 3. 5 percent and residential real estate
values continue to climb. Asin the past several years, however, there are serious restrrctlons
on revenues hoth because of the state-imposed levy cap and the hlstor|cally low rates of return
onthe County's investments. However, the County s debt service has returned to manageable .
levels, which prowdes opportunlty for renewed lnvestment in rnfrastructure

As noted in past discussions, constraints on revenues along with i mcreasmg demands for -
services and other cost increases will 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. With respect to capital investment and debt service, this budget recommends
replacement of an obsolete and inefficient Highway Department shop with no increase in debt
service (and no increase in taxes to support debt service), refinancing the 2005 bond issue to
"save several hundred thousand dollars in interest costs, and replacement of obsolete 911
equipment from current revenues.




This budget proposal also incorporates a long;overdue reorganization to improve service
delivery for the public and increase security and efficiency. It is proposed that Polk County
establish a business office, co-locating the Clerk, Treasurer, Register of Deeds and Land
Information in an open but secure area to handle most of the services the public requires in
this building. This would enable improved security throughout the building, as the first step
in limiting free access is to eliminate much of the need for that access. It would address |
serious issues on cash handling and segregation of duties as well. All elected officials would
retain all staff and current duties; the only change is co-location to provide an attractive and
convenient place for county services. It is also recommended that this office be open

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

Note that all of these changes would be implemented without any increase in property taxes
on existing property. For the seventh 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 2018 and 2019 also
do not propose any significant increase in levy. Polk County is the only county in the state with
a true three-year program budget; these actions mean that taxpayers can be confident that the
C.ounty‘ share of their property tax bill will not increase significantly, if at all, for the foreseeable
future.

The recommended overall budget expenditure is $52.7 million, an increase of $400,000 or
0.76% from the 2016 adopted budget. Following the "last dollar levy" principle defined in the
budget preparation and execution policy the final property tax levy recommendation is $21.6
million, a 0.67% increase from the 2016 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 discipline through assurances of future sustainability and conservative,
realistic revenue and 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 accounté, 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 for a 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 brogram restructuring and by
specific initiatives to improve resource utilization in certain areas. This proposal

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 begih 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 2015.
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 cdoperation and assistance received from every
department head was outstanding.

Revenues:

In developing the 2017 budget proposal, 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
increase slightly, by about $400,000.

Substantially improved sales tax collections have been reflected in an increased forecast of
S2,975,000, an amount supported by recent collections. The forecast for interest earnings
remains at an historically low level, with some modest increase in the later years. The August
2016 interest rate for investments made in the Wisconsin Local Government Investment Pool
was 0.13%. '




Most other revenues show little change (the increase in Other Financing Sources is an
accounting adjustment to fund part of the 911 upgrades).

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: 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. The total levy
increase is 0.67%.

Although change in the amount in the county share of the tax is impossible to predict for any
individual taxpayer, it possible to predict that the average taxpayer will see no 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 recommended to be $53,413,357, a 2.0% increase from the 2016 budget
amount, with much of this increase due to the financing of 911 system replacement discussed
below. This total revenue amount has not changed appreciably since 2012. Table 1, attached,
provides greater detail on revenues and collection history.

Expenditures:

Total expenditures are recommended at $52,734,067, a increase of $398,737 from the 2016
budget amount. Overall staffing is relatively unchanged. The single biggest change in the
budget is the replécement of the 911 system, with a cost of $1.1 million. The current
system is beyond its useful life and could rapidly become unreliable, especially as
replacement parts become difficult to find.

The asset fund is used to cover two major expenditures: an upgrade of lighting systems for
$40,000 and an additional $150,000 to fund implementation of the County Business Office
as discussed in last year’s budget.

It is proposed that a 2017 bond issue fund a replacement highway facility and a replacement
bridge on CTHJ. The latter will cost $600,000; the former a minimum of $9,‘OO0,000. ltis also
proposed that the total bond issue not exceed $12 million; the County Board can decide how
that is allocated and whether fund balances are used to help offset the costs.




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 expenditdres, again
with a recommendation that the unassigned fund balance be held at least at 33 percent of
general fund expenditures. Another recession 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 2017 budget recommendation also incorborates a capital improvement planning process,
in part linked to the asset protection and internal investment fund. As was the case last year,
the amounts for 2017 are incorporated in the budget recommendation directly, and will be
separately identified in a capital inprovement plan for those items over $25,000 andin a
budget annex for items over $5,000. The five-year-plan will be released as a separate
document for each committee. :

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 2017 budget recommendation
contains two forward year budgets for 2018 and 2019; these budgets are balanced, and the
intent of their inclusion is to pfovide the County Board a real-time assessment of the impa‘ct of
changes to the 2017 budget on future years. It is highly unlikely that either the levy cap will be
lifted, new revenues assfgned or the state aid cuts restored by the time counties prepare their
2018 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 iritended to position
the Polk County Board a year from now to respond to that state decision. The 2019 budget is
balanced, but if the 2017 Iegisl.ature continues to follow the path of freezing or cutting local
“revenues the County Board will have time to determine which programs should be cut or
eliminated. Note that these cuts will need to be substantial. '




Conclusions and implications

The 2017 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,

Q.

Daﬁié Fray
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- 9/20/2016  4:02:09PM

Proposed Levy Allocation By Department

2017 2016 Difference
Levy Levy
ADMINISTRATION 101 (3,055,928) (3,310,268) 254,340
ADMINISTRATION 102 181,757 150,000 31,757
ADMINISTRATION 110 292,061 161,416 130,645
ADMINISTRATION 301 3,160,000 3,287,152 (127,152)
ADMINISTRATION 457 0 81,939 (81,939)
ADMINISTRATION 458 183,255 0 183,255
ADRG 212 110,785 110,785 0
BLDG, PARKS, RECYCLING 101 1,626,575 1,648,606 (22,031
CIRCUIT COURT 101 670,867 648,680 22,187
CORP CONUSEL/CHILD SUPPO 101 283,738 282,502 1,236
COUNTY CLERK 101 339,822 363,709 (23,887)
DISTRICT ATTORNEY 101 419,755 394,897 24,858
EMERGENCY MANAGEMENT 101 0 49,211 (49,211)
EMPLOYEE RELATIONS 101 400,683 383,737 16,946
FAIR 101 22,924 22,748 176
FORESTRY 101 (67,798) (73,845) 6,047
HIGHWAY 701 3,202,020 3,147,027 54,993
HUMAN SEVICES 211 3,610,540 3,885,545 (275,005)
INFORMATION TECHNOLOGY ~ 101 585,744 627,537 (41,793)
LAND & WATER RESOURCES 101 359,454 352,325 7,129
LAND/ZONING 101 416,662 380,646 36,016
LAW ENFORCEMENT 101 7,268,378 7,310,883 (42,505)
MEDICAL EXAMINER 101 0 103,128 (103,128)
MUSEUM | 101 20,796 38,133 (17,337)
OUTSIDE AGENCIES 101 136,046 136,046 0
PUBLIC HEALTH 101 857,932 735,643 122,289 -
PUBLIC HEALTH 218 128,073 122,367 5,706
REG OF DEEDS 101 (34,638) (33,466) (1,172)
TREASURER 101 50,831 37,352 13,479
UW EXTENSION 101 278,253 266,447 11,806
VETERANS 101 163,266 159,204 3,072
21,611,853 21,470,176 141,677

Total
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