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BUDGET & FINANCE COMMITTEE MEETING

Tuesday, April 30, 2013
Committee Room #2
PRESENT:
Alds. Wilson, Organ, Donegan, Tilleson, Dubinski, Birschel, Hanson, Ewerdt   -8 
ALSO PRESENT:  
J. Archambo, City Admin.; A. Kesner, City Atty.; J. Ruggini, Finance Dir.;

W. Porter, Public Works Dir.; B. Aldana, Asst. City Atty./HR Dir.
Ald. Wilson as Chair called the meeting to order at 8:02 p.m.  - 7
Financial update on Hart Park Senior Center
The committee reviewed a memo from the Finance Director presenting a financial update on Hart Park Senior Center.

Mr. Ruggini explained that there was a lot of funding discussion for the Senior Center during the 2013 budget process. One of the reasons we have begun working with the YMCA so closely is for partnering purposes and because of fiscal stress related to Community Development Block Grant (CDBG) funding. In looking back to 2003 funding has dropped from $160,000 to $80,000 which was budgeted in 2013. 
Mr. Ruggini said that additional flexibility was provided to the YMCA for the 2013 budget. Funds for the program were previously collected by the city’s parks department and revenues were provided to the YMCA on a reimbursement type basis. Due to the reimbursement formula the YMCA was never receiving the full amount of revenue. Because of this there was not a lot of incentive on the YMCA’s part to fully maximize the incoming revenue to look at the programs fee structure.

Department of Housing Urban Development has advised that the City can expect a five percent reduction in the CDBG funding this year due to the federal sequester.

Janet McMahon, YMCA, spoke about the quarterly stakeholder meetings that have been held reviewing the finances for the Senior Center. She said Hart Park has an Advisory Board that operates on their own; as a complement to the core programs of the center. Ms. McMahon said the Advisory Board has shown to be very skilled at fundraising and is an important partner to the success of the Senior Center.

Ms. McMahon replied to a question that Mary Noel Johnson is the director of the senior center, and is the one who sets the fee schedule.
Mr. Ruggini said that Janet McMahon is retiring from the YMCA and thanked her for the great public service she has done, and on behalf of the city thanked the YMCA for being a great partner.
Authorization to continue to self-insure Worker’s Compensation benefit

The committee reviewed a memo from the HR Director/Asst. City Attorney requesting authorization to continue to self-insure Worker’s Compensation benefit.

Ms. Aldana noted that this item comes before the committee and Council every three years as the state requires formal authorization to continue to self-insure the workers compensation program. The self-retained level is $500,000.
Ms. Aldana said that having workers compensation is not optional but how you fund it is.  There are two options to continue to self-insure or purchase insurance through other sources. The City has benefited over time by self-insuring. This is proved through comparison calculations done by CVMIC.
Mike DeMoss, CVMIC, was present to give an overview and was willing to answer any questions. Mr. DeMoss suggested that if the City is large enough, it makes sense to self insure and review every three years.
Over an eight-year period, the City saved 47% by self-insuring rather than purchasing a fully-insured product. From a business point of view it makes sense to self insure. He said the biggest problem is funding the peaks and valleys and you must insure you are taking a reasonable approach. The City does purchase excess insurance for this program to limit its risk.
Moved by Ald. Wilson, seconded by Ald. Donegan



to recommend continuing self-insuring the City’s Worker Compensation




program.  Ayes: 8

Public Policy Forum report on the transfer of certain Milwaukee County Water Utility customers to the Wauwatosa Water Utility
The committee reviewed a memo from the Water Superintendent regarding a formal request from Milwaukee County to take over water supply services for three properties currently supplied by the Milwaukee County Water System. The UW-M Milwaukee Innovation Park development and the Wisconsin Department of Transportation Zoo Freeway construction project will negatively impact the ability of Milwaukee County to effectively and efficiently serve certain customers in the project areas.
The City of Wauwatosa Water Utility plans to acquire Milwaukee County customers and expand into Milwaukee County’s service area as a result of the aforementioned construction projects.

As part of the potential acquisition process, the Public Policy Forum was commissioned by the Milwaukee County Department of Administrative Services and the City of Wauwatosa to explore ownership options for the Milwaukee County Water Utility. The Forum’s preliminary analysis targeted two initial service areas of the County Grounds.
The Water Utility received a written request from Gary Waszak, Facilities Maintenance Manager, representing Milwaukee County, to provide water service to the following three properties during Phase l of the potential service acquisition: 9480 Watertown Plank Road, University of Wisconsin Milwaukee; 10602 Underwood Parkway, Milwaukee County; and 10200 Watertown Plank Road, Wisconsin Lutheran College.
In March of 2013, the Wauwatosa Water Utility submitted a formal authorization request to the Wisconsin Public Service Commission for acquisition of customers previously served the by the Milwaukee County Water Utility distribution system.

Mr. Wojcehowicz commented that for various reasons it made sense for the Water Utility to take over these locations. He felt it made financial sense to do this. Taking over these customers will provide additional revenue. This is an opportunity for intergovernmental cooperation between the two entities. The PSC will provide a third party overview.

Two regulatory agencies, Public Service Commission (PSC) and Department of Natural Resources (DNR), would have to approve the process.

Mr. Wojcehowicz said the capital cost outlay in under negotiations. There are no hard numbers yet to report.

The committee discussed the expense associated with the addition of a water tower. Mr. Wojcehowicz said the tower was built in 1953 and has been recently painted. He felt there was still value to the tower, although not perfect, he felt it would be ten to fifteen years down the road before it would have to be replaced. Mr. Archambo noted that this acceptance cannot have a detrimental effect on the City of Wauwatosa customer, financially or operationally. 

Mr. Wojcehowicz suggested that it could be about a month before additional information is available.

2014 Budget Cost-to-Continue Analysis and Five-Year Forecast

The committee reviewed a memo from the Finance Director regarding long-term revenue and expenditure trends for the General Fund.
Mr. Ruggini discussed his memo of the five-year financial forecast to give an idea of some challenges the City will be faced within the upcoming budgetary process and asked for feedback on key policy decisions to close the budgetary gap. 
Mr. Ruggini said although the City has a budgetary challenge, fortunately, they don’t have a financial challenge. With the City’s AAA rating they have healthy reserves and a strong tax base. How we treat our budget challenge could eventually have an effect on our financial status.
Mr. Ruggini reported that a structural deficit continues to be forecasted as expenditures continue to grow faster than revenues.  The model shown and discussed forecasted expenditures to be greater than revenues over the five-year period. Although only a five-year period is shown, the gap would continue if additional years were shown. He suggested the only way to fix the gap is to change the trend lines. Increase revenue growth, limit expenditure increases or a combination of these.
The Finance Director suggested that the City will face an annual budget gap as a result of the differential between revenues and expenditures. If the fund balance were simply used each year to balance the budget, the gap would grow to $8.3 million by 2018 and the unreserved fund balance would be exhausted by 2016.
An assumed cost of living increase is built into each year as well as assumptions related to fringe benefits.
Historical health insurance costs are anticipated to rise 6.2% annually thereafter based on actuarial analysis and assuming no plan design changes. Pension and social security costs will increase along with the salary. While a slight increase in the pension rate is assumed for 2014, the rate is anticipated to drop slightly in future years as the smoothing of the 2008 market losses is complete. Mr. Ruggini said to keep the budget gap under control the City will continue to eliminate positions, plan design changes on the health care side and to be determined what the ongoing compensation study recommendations are. The two-tier pay plan has been effective.
The 2014 budget gap is a little greater than $1.8 million. The two main drivers are compensation and debt service on the expenditure side.  On the revenue side there is very limited property tax growth. 
Budget strategies that Mr. Ruggini requested feedback on include: levy for increased debt service, health insurance premium increases/plan design, phasing in elimination of appropriated surplus applied and departmental levy reductions.

Mr. Ruggini discussed departmental levy reductions and based on his assumptions, there would be a gap of $675,000. This probably would amount to service level reductions for the police and fire departments. Mr. Ruggini said they are still looking at ways to reduce the budget gap.
Mr. Ruggini reiterated that he is not asking the committee to make a policy decision this evening. Mr. Ruggini is still looking at what the levy will look like.  
Ald. Wilson agreed with Ald. Donegan that they would not want to cut ourselves short on the levy for debt service issue. 

Ms. Aldana responded to a question about the health insurance plan design, explaining that this is a piece of the compensation study. Generally the City is in range on the employer side, but not in range, on the low side, for employees. The study shows that there is room for increasing employee contributions, while still remaining competitive. 
Ms. Aldana explained that in terms of strategy one thing to keep in mind is that health insurance premiums are negotiable with the police and fire unions, whose contracts expire at year end. For all others you could make a unilateral decision. A plan design change is also a possibility.  Ms. Aldana felt that getting the budget shortfall of $500,000 out of the health plan is a big number.
Ald. Wilson asked if spread across the board, what employee insurance premiums would look like. Mr. Archambo felt it would be a combination of premiums and plan designs. Currently employees pay 10% of their premium if they are in the wellness program and 20% if not. They are looking at an increase of 15% for wellness and 30% if not in the program.
Mr. Ruggini suggested that revenue from increased premiums, exclusive of police and fire, is not enough to get the budget where it needs to be. Mr. Archambo said they are looking at a number of initiatives for design change. Ald. Wilson said he didn’t want to make it difficult for employees to remain healthy or to forego health care. At the same time if there is flexibility and the market would bear it he was in favor of addressing it. Ald. Wilson recalled that the Council preferred to have this spread out equitably for all those who have insurance, not just one group of employees.
Ald. Donegan questioned whether the budget deficit included any benefit from the salary study. Mr. Ruggini said if there was any change it would offset the insurance premiums in tandem. Mr. Ruggini said the benefit design was in discussions but it is clear that the premium is negotiable for police and fire. It was felt it would make the most sense for a combination of premium and design change for budget purposes.
Ms. Aldana said they are redesigning the wellness program, outcome based, in lieu of participation based. The amount of your contribution would be based on your outcome and risks. Currently employees are scored now for information purposes only. 
Mr. Ruggini said his preference in a perfect world would be to not change the insurance design. He suggested with a major change last year moving to a high deductible, that he would like to have one or two years of experience to see if there are any behavior changes and employee use and utilization of health care.
Ald. Donegan suggested the budget shortfall be targeted with salary decreases first, followed by insurance plan design changes and lastly premium amounts.
There was brief discussion made regarding departmental levy reductions and its unintended consequences with larger departments.
Ald. Donegan said that policy choices should come back to committee for discussion on this. Ald. Wilson suggested that Community Development Committee may want to look at service reduction ramifications.

Vouchers
	Name
	Dept.
	Reason and location
	Date
	Amount

	Jamie Cruz
	Police
	Annual Motorcycle Officer In-Service - Franklin
	4/22-04/23/13
	66.96

	Julie Gibbs
	Police
	Annual Motorcycle Officer In-Service - Franklin
	4/22-04/23/13
	70.70

	Michelle Scott
	Police
	SurviveThrive Together 911 Center Training - Madison
	04/11-04/12/13
	474.60

	Tamara Krueger
	Police
	SurviveThrive Together 911 Center Training - Madison
	04/11-04/12/13
	477.77

	Gregory Geis
	Police
	SurviveThrive Together 911 Center Training - Madison
	04/11-04/12/13
	473.60

	Doug Braun
	Police
	In-Service training - Oak Creek
	4/4/13
	39.27

	Katie Gierach
	Police
	In-Service training - Oak Creek
	4/4/13
	38.48

	Diane Schindler
	Health
	Dane County's TB Summit - Madison
	3/21/13
	107.56

	Paul Leist
	Police
	In-Service training - Oak Creek
	4/4/13
	39.27

	Patrick Kaine
	Police
	In-Service training - Oak Creek
	4/4/13
	39.27

	Michael Pearson
	Police
	In-Service training - Pewaukee
	3/20/13
	8.70

	Joseph Karius
	Police
	In-Service training - Pewaukee
	3/20/13
	9.00

	Donald Semega
	Police
	In-Service training - Oak Creek
	4/4/13
	40.22

	Jamie Cruz
	Police
	In-Service training - Oak Creek
	4/4/13
	9.00

	Farris Griffin
	Police
	In-Service training - Oak Creek
	4/4/13
	30.27

	Timothy Lilly
	Police
	In-Service training - Oak Creek
	4/4/13
	39.96

	Luke Vetter
	Police
	In-Service training - Oak Creek
	4/4/13
	9.00

	Abby Pavlik
	Police
	In-Service training - Oak Creek
	4/4/13
	8.16

	Cory Wex
	Police
	In-Service training - Oak Creek
	3/20/13
	9.00

	Ryan Cepican
	Police
	In-Service training - Oak Creek
	3/20/13
	8.95

	Bradley Isaacson
	Police
	In-Service training - Oak Creek
	4/4/13
	7.94

	Jack Morrison
	Police
	In-Service training - Oak Creek
	3/20/13
	8.05

	Ralph Torrez
	Police
	In-Service training - Oak Creek
	4/4/13
	10.35

	Ryan Cepican
	Police
	SWAT School Training - Franklin
	1/25/13
	7.74

	Cory Wex
	Police
	Traffic and Impaired Driving Law Program - Appleton
	04/01-04/03/13
	487.50

	Ryan Cepican
	Police
	Traffic and Impaired Driving Law Program - Appleton
	04/01-04/03/13
	295.50


Moved by Ald. Hanson, seconded by Ald. Wilson that the


vouchers be allowed and paid .  Ayes:  7   Present: 1 (Donegan)
The meeting adjourned at 10:02 p.m.






Carla A. Ledesma, City Clerk
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