


SARASOTA COUNTY GOVERNMENT
Office of the County Administrator

INTEROFFICE MEMORANDUM

TO: Board of County Commissioners
FROM: James L. Ley, County Administrator
DATE: June 16, 2008

SUBJECT: Initial Budget M essage

Next week you will be presented with a BALANCED draft budget.

The purpose of this memo is to summarize how the “big number” budget challenges have been
addressed in thedraft budget. Thiscommunicationisin noway intended to speak to the many other
issues addressed in the draft budget.

Last week, we indicated that, with the impacts of Amendment 1, the economic downturn and
reductions in the value of the property tax base, we faced an approximate $42 million shortfall in
revenue from last year, roughly $39 million being from property taxes. Approximately $29 million
of that revenue shortfall would impact the General Fund and the services it supports. Within the
draft budget, the approximate $29 million dollar General Fund revenue shortfall would be mitigated
roughly as follows:

1)

2)

3)

A $10 million reduction in the budget of the various General Fund supported services.
Staff was asked to produce aflat budget and instead produced one that was $10 million
lower than directed. These reductions were achieved through a reduction in overhead,
staffing (last year’'s RIFs), efficiencies, restructuring of employee compensation and
restructuring. No community based level of service cutsare proposed by administration
as aresult of these adjustments.

The allocation of $17 million in one time money. These funds were accumulated by
vigorously scrubbing several dozen internal funds, prudent management of the 2008
budget, reimbursement for voting machines, managing of employee compensation and
reimbursement to the General Fund from the ESLPP program.

An alocation of $2 million from the Budget Stabilization and Economic Downturn
Reserve. This will till leave $34 million in the Budget Stabilization and Economic
Downturn Reserve.
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In addition to the General Fund, the EMS MSTU, Mosquito District, ESLPP and the Human
Services Grants program would face aloss of revenues. CRAswould also seearevenueloss. These
categories are addressed as follows:

1) The loss of $5.2 million in EMS revenues would be mitigated by a charge to EMS
reserves. No fire fee increases are recommended. While the draft budget presumes a
previously discussed slowing of investments and personnel enhancements, we are
currently conducting an intense review of the Fire and EMS business plans. We are
fairly certain that oncethereview iscompletewewill be ableto restore some el ements of
the plan during the coming budget year.

2) TheMosquito District revenue shortfall will be mitigated through the use of reserves of
the District.

3) Revenue loss to the CRASs and those programs supported by millage rates established
solely through Board budget policy (ESLPP and GIA) are not proposed to be mitigated.

This recommendation is made to you within the context of a budget planning exercise that has
looked out three to four years. We fedl that this year will be the worgt, that if there are revenue
lossesto the General Fund the next few years, they will be significantly lessthanthisyear. Over this
fiscal year, we built the Budget Stabilization and Economic Downturn Reserve up to its desired
standard of 60 days of equivalent revenue, we have held it virtually whole thisyear, and because we
now have both the Contingency/Emergency/Disaster Relief Reserve and Budget Stabilization and
Economic Downturn Reserve at their desired level, wewill produceinterest earningsthat will more
than offset the small proposed use of the Budget Stabilization and Economic Downturn Reservethis
year. Over thenext few years, theinterest on these reserveswill also provide asupplemental income
stream for the General Fund as well. The anticipated interest earnings, and the robust Budget
Stabilization and Economic Downturn Reserve, lead usto believethat we have created asignificant
enough cushion that will allow usto balance this year’ s budget with other one time monies without
asking you to make further additional level of service cuts.

Because the information and analysis required to make this recommendation only became avail able
within the last few days, we will not have draft budget books that reflect this recommendation until
Monday. | apologize. The budget workshop presentation that depicts my recommendations is
attached.

| would suggest that the first order of business at the workshop following, initial remarks, would be
to discuss the Administrator’s proposal. Depending upon the Commission’s disposition in this
regard, we can then proceed to receive genera overviews of core service budgets or we can proceed
down the path originally planned, that of reviewing proposed level of service reductions.
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Budget Introductory Remarks
LOOKING TOWARD OUR FUTURE

As we begin this budget discussion today, | want to tell you that, from a
combination of work you have done, work we have done, and events that
occurred this year, we are able to present to you a balanced budget with no
service reductions to our citizens.

We will explain how, in this time of reduced revenue and declining property
values, we can have a balanced budget without further service reductions to
the citizens.

We are recommending use of available one-time funds over and above the
designated Budget Stabilization and Economic Uncertainty Fund.

We believe this to be a sustainable strategy, one that is multi-year in
perspective, one that will preserve reserve resources, one that meets your
goal to preserve community services during this time of financial stress.

There are several things that should be discussed before we launch into the
recommended budget.

WE ARE RELATIVELY WELL POSITIONED.......

Because you responsibly handled the times of plenty, we can better handle
the lean times.

Because you did not grow government to the revenue available. You
reduced tax rates, shored up key services and saved for the inevitable rainy
day (which has arrived).

Because you agreed to fund a budget stabilization and economic uncertainty
reserve over the past three years, and because we received payback for
purchase of voting machines, we can now counteract certain revenue losses
in an effort to maintain services for citizens.

Because we reacted quickly to reduced revenues and acted on impending
budget chalenges over the past year through staffing and expense



reductions, we can now harvest some of those savings to maintain services
to citizens.

Because we have constantly worked to build efficient systems, we can do
more with less and maintain services to citizens. We are not perfect, we are
aways learning, we have created a culture that is both humble and
searching.

Because our organizational staffing philosophy has been to become a
smaller, high performing organization, appropriately compensated
workforce, we now have fewer people doing more and yet still motivated to
maintain high servicesto citizens.

Because we recognized that government cannot do it all, and to create a
greater sense of personal responsbility and community ownership in problem
resolution, you have invested in community responsibility through
organizations like SCOPE and events like our Get on Board and Commuity
Listening sessions and a variety of other community-based seminars on a
range of topics.

Now we are faced with some interesting challenges. The residents of the
state and the county have instructed us to operate government at less costs.
They have aso told us to maintain the most important services.

BOTH SIDES OF THE BALANCE SHEET

This is a discussion of a new strategic dimension in budget development,
planning and growth management. In the past, we have relied on growth in
the property tax base that was fairly consistent (recently, very aggressive).
That tax base growth is now being diminished by local and national
economic trends. Since the taxable value of all growth in tax base can enure
to the county budget, we have a clear interest in growthing the value of our
tax base.

We hardly ever discuss growing our revenues, except for increasing fees and
tax rates. The Legislature and voters have told us to evolve our thinking, so
lets talk about the importance of growing our tax base to pay for servcies our
citizens have asked for.
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Under state law, we know that, without an extraordinary vote of the County
Commission, our revenues can only increase at the rate of persona income
plus new construction unless a tax increase is approved. Aswe look at the
historic costs of our services, we find they have typically increased at a rate
greater than personal income plus new construction. Therefore, we can
expect to see the costs of services forcing increases in tax rate or reduction
in service levelsif new construction remains slow for an extended period.

| have asked staff to do an analysis of some of our general funded services
over time compared to projections of the alowable growth rate under state
law. | have asked to have this information presented first before we start the
excercise of reviewing our budget. Most of this and subsequent workshops
will be spent on matching our revenues to our expenses.

Lets look at three examples: Spending on Libraries, Sheriff, and Health and
Human Services. In each case, if we continue on the prior trend, our
spending will outstrip our projected growth in revenue and would eventually
cause either acut back in service or an increasein tax rates. Admittedly, this
analysis does not adjust for expansion of services over the period but it is an
accurate representation of our eleven year growth in each service.
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The gap between these lines can be closed by increasing property values and
new construction, raising taxes or fees, or reducing the costs of services or
the services themsleves.
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The value of new construction is not capped by state law. As along term
fiscal sustainability strategy, we have to keep in mind the contribution that
new tax base, built in the proper place as defined by our growth management
plan, is absolutely necessary to sustaining our general government services.
Growth management and tax policy have been inextricably linked.

In the business world, faced with such a challenge, it would be common
practice to establish a target for this revenue stream. In the County
Commission’s case, such a target would create a tangible connection
between the goals of budget sustainability and growth management. | would
encourage the Commission to have a conversation toward this end.

MANAGING EMPLOYEE COSTS

Our objective remains to have a smaller, high performing, fairly
compensated work force. Over the past year, we have spent considerable
effort in reviewing and managing employee costs. As you can see from the
graphic below, we have eliminated 219 positions, including 113 layoffs and
106 positions that will not be filled. In addition, the emphasis on
performance pay based on the bell curve shown below has helped control
costs. In the near future, you will see some additional reductions in force as
we focus on reducing the overhead costs associated with running the county.

In the coming months, you will see some organizational changes intended to
support a culture of breakthrough innovation in the selected areas. We have
talked to you about creating an operations/maintenance agency within the
county structure as well as a capital management agency. This
reorganization is intended to eliminate another level of management than
that achieved by moving to Business Centers.
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Managing Employee Costs- Current Update

Smaller Higher Performing
Includes Bargaining and Non Bargaining Excludes Bargaining- FY 08 targets
RIF of Unfilled RIF of Filled
Positions Positions (Layoff)
106 113 49.1%

Percentage

Total Positions Eliminated

219 (8.6%)

Aﬁﬂr—/7.7uo p-3%

Note: Data effective from 10/1/06 to 6/15/08
Soft hiring freeze sustained

Lowest Performing Highest Performing

**35 staff dismissed not including resignation in lieu of termin atio
Fairly Compensated
Excludes Bargaining

*Based merit increase on performance rating
*Monitored market pay

*Shared medical premium costs between
employee and employer

A smaller, higher performing,

fairly compensated workforce

We will also work to construct the organization such that it is limited to five
levels. We are currently at six, at best, and as much as eight in some cases.
The graphic below demonstrates the concept. The blue bands are where
most work gets done while the three inner rings are where strategy and
management take place. The idea here is, again, to reduce layers of
management and expand the roles of the professional/technical/trade experts.
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Managing Employee Costs -A Look to the Future
Key Roles in a5 Level Organization

Al
Sarasota County

Chief Strategists
Business Directors
Operational Managers
Professional/ Technical Experts
Trade/ Administrative Experts

A smaller, higher performing,
fairly compensated workforce

Some things will look a bit different while others will remain the same.
Restructuring will likely lead to another force reduction as the desired
efficiencies make themselves evident. As part of being high performing, we
are also asking some staff to adapt to a networked versus hierarchical form
of work, filling different roles under different circumstances. One employee
may be a high level manager but that employee may also provide good
technical expertise on some teams without being there as a manager. Jm
Harriott and Dave Cash are examples of such employees. A summary of
some of the things that will be visible in 2009 are shown below.
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Managing Employee Costs- A Look to the Future

What looks different in 20097? Sar';@}}ta(:ounty
Familiar staff wearing different “hats”

New positions supporting future business needs

No merit increases within the management team

Increased emphasis on reducing employee footprint

Flattened hierarchy calling for greater consistency; )
increased equity pressures leading to need for expanding
“at will” status into the professional band

e Areduced FY 09 payroll

And what will look the same?

* A continued commitment to ensure best practices in
human resources and organizational learning

< An eye on the long term; sustain SCG as an employer.@

choice

A smaller, higher performing,
fairly compensated workforce

MOVING ON TO SOME ADDITIONAL GENERAL OBSERVATIONS
ABOUT OUR BUDGET

The cost of fuel and energy will impact our operations and our ability to
respond to the community in, as yet, unforseen ways. Aside from reducing
our employee footprint, that is the use of square footage per employee and
the number of buildings that we occupy, our response time to code
enforcement and non-essential utility calls may be lengthened as we evaluate
the benefit of aggregating incidents and responding when enough cases are
available in an areato to support the efficient use of avehicle.

During this time of fiscal stress, there are also some investments that might
seem like good targets for elimination. | will highlight some that | believe
we should protect and, in some cases, enhance because | believe them to be
strategic in nature and necessary to adaptation to a new future.

Our contracted presence in Tallahassee and Washington DC isan areathat is
part of a long term capital financial strategy for septic tank replacement,
emergency management and transit that should continue through tough times
and good times.
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Our Emergency/Disaster Relief Reserve of 90 days is another area | believe
we should diligently maintain and protect. On the other hand, our Budget
Stabilization and Economic Uncertainty Reserve of 30-60 daysis one that is
appropriate to use judiciously to maintain basic services during economic
downturns. In the preliminary budget, | have recommended the use of a
small contribution from the Budget Stabilization Reserve to supplement the
use of additional available funds.

Maintaining buildings has aways been a chalenging task for public
organizations. Our buildings are aging and we have to continue to steer
funds toward maintenance. In addition, we are in rea need of a new EOC,
data center and 911 center. Whether we support these needs as a stand alone
facility or facilities or integrate them into a larger office complex, or satisfy
some of this need outside the county (the data center for example), remains
to be determined but a new EOC isin our not too distant future.

Finally, the areas of community building and economic development are
arguably more important now than ever. The need for strong community
partners, citizen/stakeholder  responsibility and more aggresive
diversification of our economy has never been stronger. The connection
between increasing the value of our urban area tax base through
redevelopment and the revenue side of our balance sheet is very clear and
suggests a need to further invest in planning resources and planning effort
when the opportunity permits.

A QUICK OF THE LOCAL ECONOMY

A few facts based on the Bureau of Labor Statistics Quarterly Census of
Employment anf Wages:

1. In 2007, employment in Sarasota County declined by 4,000 jobs.

2. 2400 of those jobs came in construction. That's adecline of 13.4%in
construction employment. The US employment in the construction
industry declined by just over 1%.

3. The number of jobs in manufacturing declined 15.2% losing 1,300
jobs.

4, Financia serviceslost 200 jobs mostly due to the real estate related
activities but the recent turmoil in the financial markets had only
begun to effect employment in the financial services sector.
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5. Employment in professional services and at corporate headquarters
lost 200 jobs (thisis one of the knowledge sectors that show the most
long-run promise for increasing incomes over the long run).

CONCLUSION

As you go through this excercise over the next three days, and later this
summer, a couple final things to keep in mind. Our residents have sent us
many signals regarding which services they feel are most important and how
much they are willing to pay. In our Citizen Survey, for more than a decade,
they have identified areas of service they hold in high value. The input from
our Listening Sessions and the Get on Board sessions aso provides
information for you. Finaly, we have a survey posted on our web site
asking citizens to tell us if they want a specfic service to be enhanced,
reduced, kept the same or eliminated. Summaries of all those are attached to
these remarks.

2008 COUNTY PRIORITIES ONLINE SURVEY

In May 2008, the County solicited public input about service level and
funding through an online survey on the website. Citizens are asked in the
survey to select their preferences for alist of 81 county services.

As of June 12, 2008, 370 residents participated in the County Priorities
Online Survey on the county website. The following summary information
outlines the survey results received to date.

Received the highest percentage of “ Maintain existing service / funding”
or “Increase existing service/ funding” :

Paramedic (89.2%)

Fire Services (85.1%)

Water Quality and Natural Systems (84.1%)

Road paving and maintenance (83.3%)

Wastewater and Reuse Water (83.2%)

Potable Water (80.9%)

Recycling Collection Services (79.8%)

Garbage Collection Services (79.8%)

Traffic signal / sign installation & maintenance (79.7%)
Police Services (78.4%)
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Received the highest percentage of “ Reduce service/ funding” or
“Increase service / funding” :
e Lawnbowling (91.6%)
Shooting / Archery Range (84.9%)
Clay tennis courts (80.6%)
Dental services (73.8%)
Agricultural / Consumer Education (73.0%)
Access 19 Public Television / Communications (68.9%)
Neighborhood Beautification Grants (68.9%)
Neighborhood Outreach / Planning (68.7%)
Public Computer Access (67.3%)
Funding for art programs (63.8%)

2008 “Get on Board” COMMUNITY ENGAGEMENT EVENTS

e Approximately 220 residents came together to participate in three
interactive learning sessionsin May 2008 that put them in the seat
of county commissioner in afictitious community.

Included in the sessions was an activity where residents could provide their
opinions about what County services matter most to them. A total of 188
people participated in the Community Priority Survey at the "Get on Board"
Events. Below are the combined data results from all three dates.
Participants were asked to choose the top three government services within
seven broad categories that they would value most highly, if Sarasota
County were able to provide these services over the next 12 to 18 months.
Each chart outlines the percentage of total participants that selected that
service as one of their top three choices.
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Public Safety

Police Services |100%

Fire Services |95%

paramedic services [
Beach Lifeguards 11%

Animal Control / Welfare 9%

Human/Social Services

Funding for social service agencies | 76%

Public health clinics |67%

0,
Juvenile justice programs I 0 /0

| 34%

Affordable housing subsidies

Mosquito control | 31%

Services for homeless | 23%

Septic system replacement assistance J_ 15%
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Environment

Environmental land | 81%
management

Fertilizer regulation |48%
Tree protection/maint. 7_470/0
Air quality monitoring | | 44%
Beach renourishment ] [37%

| | 34%

Wildlife protection

Underground storage 9%
tank removal

Recreation/Education

Library services | 71%

Park maintenance | 65%

Recreation programs for all ages 55%

0,
Environmental education | 39%

Summer camps for youth | 24%

Trails | 23%

Public pools 12%

Agricultural education 10%
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Quality of Life

. . . 0,
Community involvement /volunteerism programs | 71%

Historic preservation | 53%

Traffic caiming I 109/

Neighborhood code enforcement (aesthetics) | 46%
Neighborhood beautification grants | 41%
Litter control | 40%
Infrastructure
Road paving and 90%

maintenance

0,
Bus services 69%

maintenance

Sidew alk repair |44%

Bus bench maintenance | 24%
/bus stop installation

Median | 24%
mowing/maintenance
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Waterfront preservation

Beach cleaning/seaweed

Tourist promotion

Economic incentive
payments to businesses

Navigation maintenance

Economic Development/Tourism

73%

| 61%

removal

Funding for arts | ©

programs

| 47%

|43%

20%

CITIZEN SURVEY S

Citizens have expressed their spending priorities for a number of years
through our annual Citizens Survey, conducted by Susan MacManus and the

Florida Institute of Government.

In the 2007 survey, they were given an

opportunity to rank priorities for spending the penny surtax revenue. Their
priorities for county government were for:

Roads

Parks

Water and sewer
Sidewalks
Libraries

Street lights and public safety

Law enforcement

Environmental cleanup

Recreation
Public transportation
Bike paths
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e Drainage

Citizens also were asked what services they would cut if the county had to
reduce spending. Most, 29 percent, said they would cut nothing, even if they
had to. The other priorities for service reductions were, in order:

Parks

Beaches

Law enforcement

Transit, buses

Socia programs for needy residents

Libraries

Roads

Others wanted to cut alittle from each

2005 COMMUNITY CONVERSATIONS

Between May and August 2005, we held a series of six Community
Conversations with citizens to learn what they value in their community and
the legacy they want to leave for future generations. Over 300 residents
participated in the events and provided their input into the community
dialogue. Ranked in order below are the values and legacies that rose to the
top:

Vaues
1. Environment
2. Artsand culture
3. Affordable housing
4. Public safety
5. Public transportation

Legacies

Environment

Smart growth
Affordable housing
Cultura diversity
Arts and culture

akrwpNPE
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