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The current financial crisis in Washtenaw County is unparalleled in recent memory. With nearly 66% of County
General Fund revenues being derived from property taxes, the recent decline in residential home values has
led to a significant loss of revenues. Additionally, expenditure levels will continue to trend higher unless
structural changes are made.

In February 2009, we identified a $26 million structural deficit. As the economic situation evolved and new
data became available, the deficit grew to $30 million.

Washtenaw County Administration has worked diligently to find long-term, structural solutions to the 2010/11
budget deficit. Four major approaches to budget balancing were utilized: maximizing revenue growth,
department identified expenditure reductions, employee compensation and benefit modifications, and major
organizational changes. This framework became part of a multi-faceted approach used to generate budget
balancing options.

Over $14.4M in structural solutions were presented to the Board on June 3™ as Phase 1 of the 2010/11 budget
development. This included $4.3M in new revenue, $6.7M in department reductions, S1M in organizational
changes and $2.3M in non union employee salary and benefit changes. As part of the Employee Compensation
& Benefits category, conversations with our labor partners began in order to determine what modifications to
the existing labor contracts were possible, and what concessions would be made for the open contracts in
2011. Asthese conversations are on-going, the 2010/11 budget has assumed labor savings that are our target
for these discussions.

Throughout the process, the organization and community were engaged to assist in establishing options.

Many informational sessions were held with the Board of Commissioners providing an opportunity to gather
input and incorporate into the recommended budget. Once chosen, options were prioritized, taking the
following criteria into consideration: potential General Fund savings, impact on county staffing or full-time
equivalents (FTE), community and service level impact, political feasibility and alignment with County’s Guiding
Principles.

Administration worked with departments to create ways to maximize revenue generation and help stabilize
the long-term fiscal situation. We sought ways to reduce the cost of conducting the county’s business and
create a leaner, more efficient organization. We looked at our mandated and discretionary services to help us
better understand what we must do, what we have chosen to do and the serviceability levels for how we do
them. In an effort to minimize the impact of reductions on citizens, we will continue to collaborate with
private, non-profit and public organizations.



For each option, a range of scenarios were developed and an analysis was performed to provide a snapshot of

what the impact might look like. Heavy consideration was given as an attempt to preserve services and jobs.

We sought to have an equitable process although funding decisions were made in a strategic manner rather

than an across the board approach.

The recommendations outlined below, while less than desirable, are important to meet our legal mandate of

producing a balanced budget and to assist with the long-term fiscal stability of the organization.

Projected Projected .
Position
Recommendation GF Savings | GF Savings
(FTE) Loss
2010 2011
Administration | Elimination of 1.0 FTE Assistant to the Administrator for | $118K S118K 1.0
Public Safety & Justice
Act 88 Implementation of 0.040 mills ($4.00 annual cost per $603K S603K 0.0
taxpayer based on $100K taxable value) that can be
used for the following activities:
e Ann Arbor SPARK $200K
e  SPARK East $50K
e Eastern Leaders Group $100K
e  4H Activities S60K
e Horticulture $27K
e  Agricultural Innovation $15K
e Food Systems Economic Partners $15K
e Heritage Tourism $50K
e Director of Economic Dev & Energy $87K
Building Maintain program with new fees and collaboration with | $285K $285K 2.0 (plus
Inspection ETCS for Weatherization inspections. Eliminate (previously (previously other vacant
Mechanical Inspector and Customer Service Specialist allocated allocated positions)
position. No general funds are projected to be needed, | from capital | from capital
with a potential for surplus. Any surplus that does reserves) reserves)
materialize will be allocated to repay previous
allocations from capital reserves.
Mental Health | Reduce General Fund support except required local $2.4M $2.4M 6.75 to
match for Project Outreach (PORT) and Justice Project 73.25
Outreach (JPORT) for remaining support of $432K. (depending
WCHO and CSTS will maintain most programming on WCHO
through reprioritization and maximizing outside decision on
revenue. WCHO Board will decide on approach for vocational
vocational services and may choose to contract with a services)
different provider. County also needs to provide
funding for mental health services in jail ($185K).
MSU Extension | Secure services through ACT 88 where eligible. $132K S$132K 0.0
Increase fees to minimize General Fund costs. (S102K ACT (S102K ACT
88) 88)
Public Reduce General Fund support by $200K through use of | $160K $160K 0.0
Health/MOE outside revenue; increase support by $40K for General

Fund to cover Health Improvement Plan (HIP)




Strategic Eliminate current department and re-create with new S600K $600K 3.0, plus

Planning business plan and focus on Economic Development and | ($137K Act (S137K Act revenue

Energy. Maximize outside revenues including grants 88 also 88 also generation
and ACT 88. included included supporting
above) above) positions

Support Eliminate positions, predominately through vacancies $602K $750K 5.6

Services and retirements. Maximize revenues through Register

of Deeds Technology Fund and City of Ann Arbor
Information Technology Collaboration.
Head Start Reduce general fund support by lump sum amount of S167K $167K 0.0
$167 with details to be identified. Do not expect loss of
positions or significant service impact.
Outside 20% reduction in 2010 and additional 20% reduction in | $392K S$731K 0.0
Agencies 2011 for total of 40% reduction by 2011 for all Human (included in
Services allocations Phase 1 but
not adopted)
Professional Focus on internal leadership academy courses. Pursue | $S96K $96K 1.0 (Included
Development | collaborations and sole source vendor to minimize (Included (Included above in
costs but retain commitment to employee above in above in Support
development. Elimination of position (due to Support Support Services)
retirement) included above under Support Services. Services) Services)
Sheriff Conversations with the Sheriff are ongoing at this time | TBD TBD TBD
Corrections to determine the necessary position and budget
modifications associated with the jail expansion.
Special Eliminate $150K for WALLY North South Commuter Rail | $850K S850K 0.0
Initiatives Reduce ELG from $300K to $S100K, fund in ACT 88 (S350K Act ($350K Act

Fund SPARK and Eastern County Incubator in ACT 88 88 also 88 also

Reduce Housing Contingency from $160K to $110K included included

Reduce Supportive Housing from $250K to $150K above; above;
portion in portion in
Phase 1) Phase 1)

Further Trial Court — Lump Sum Reduction of $800K in 2010 $1.25M S1.7M 3.0 plus
Reductions in and an additional $450K in 2011 for total $1.25M potential
Serviceability Prosecuting Attorney — Elimination of 1.0 FTE Senior changes in

Assistant Prosecuting Attorney for total savings of $47K Trial Court
Clerk — Elimination of 2.0 FTE Chief Deputy and Record

Management Specialist for total savings of $150K

Treasurer - $200K annual from property foreclosure

and increase in Accommodation Tax Revenue (S60K)

TOTAL PHASE 2 BUDGET SOLUTIONS IDENTIFIED $6.18M $7.12M 21.35to
*please note this does not equal a sum of the items 87.85

shown above as it nets out any double counting, items
included in Phase 1 and savings not realized in the GF




Budget Status

2010 2011
PROJECTED GENERAL FUND BUDGET DEFICIT FOR PHASE 2 ($5.6M) ($16.4M)
TOTAL PHASE 2 BUDGET SOLUTIONS IDENTIFIED $6.18M $7.12M
Revised WCERS Actuary Calculation SIM SOM
Assumed Labor Savings from Unions $3.5M S5M
Projected GF Budget Surplus / (Deficit) $5.08M ($4.28M)
Carry forward of Projected Surplus ($4.28M) $4.28M
Net Projected GF Budget Surplus / (Deficit) $800K 1]

Note: The final recommended budget will differ from the amounts shown above. Line item
development will ensure no double-counting, alignment with Phase 1 recommendations, updated Cost
Allocation Plan and other increases in line items determined necessary in base budget discussions.



