MicHAEL P. BrLL

MayoRr
November 15, 2010
To: The Honorable President Wilma D. Brown and Members of City Council
From: Michael P. Bell, Mayor
Subject: Proposed 2011 Operating Budget

I am pleased to present for your review and consideration the 2011 Proposed Operating
Budget for the City of Toledo. The year 2011 will present a challenge to our City to
continue to provide services in an environment of increased expenditures and declining
resources. In spite of these challenges, my budget includes no additional taxes.

The good news is that we project our income tax collections for 2011, including
continued aggressive collection of past due taxes owed the City, to be $145.5 million as
compared to $141.3 million in 2010, a 3.0% increase. However, local government funds
from the state are projected to be nearly $3.8 million less in 2011 as compared to last
year, with concerns expressed by many that the State of Chio may reduce this funding
further as it struggles with an $8 billion projected deficit. The total anticipated General

Fund revenue from all sources, not including one-time revenue transfers for 2011, is
$214.5 million.

Wage increases based on contracts negotiated by the prior Administration and approved
by the last Council, restoration of most of the employee concessions achieved in 2010,
and significant severance costs have a dramatic impact on 2011 expenditures. The
General Fund personnel cost for 2011 is $155.5 million, a 6.4% increase over 2010.
Total expenditures in the General Fund for 2011, including non-personnel costs, are
$229.0 million.

In order to bridge the gap between the $229.0 million in General Fund expenditures and
$214.5 million in General Fund revenues, the following adjustments to revenue or
expenditures are included in the 2011 Proposed Operating Budget:

®

A $6.3 million transfer from the Capital Improvements Fund to the General I'und

$4.85 million in sale of assets

$3.3 million from trust fund balances moved to the General Fund
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& Cost savings from development of an early retirement plan, a health care
dependent eligibility audit, reduced utility expenditures and medical coverage
savings.

With these adjustments, basic services for our citizens can continue.

We must, however, recognize that the City cannot rely forever on one-time fixes to
balance a budget. True structural changes are needed, especially in the area of wages and
benefits, in order to place this City on a sound financial footing for the future,

The following paragraphs highlight significant elements of the 2011 Proposed Operating
Budget:

Solid Waste

It costs the City $14 million per year to collect and dispose of refuse, including the debt
service on the trucks and carts. This amount does not include the amount that should be
budgeted annuaily for landfill cell development and replacement of vehicles and carts.
When these costs are added in, the annual Solid Waste budget should be $16.3 million.
‘The cuarrent refuse fee brings in approximately $8.9 million in revenue per vear. The
move will save Toledo $2.8 million in 2011.

I propose to turn over control of the City’s refuse collection operation to the Lucas
County Solid Waste Management District (LCSWMD) effective September 1, 2011, In
the spirit of regional cooperation, I am requesting that Solid Waste Management District
assist in investigating the possibility of establishing countywide refuse and recycling
collection services, including the residents of the City of Toledo.

Fire and Rescue

In order to control mandatory overtime costs due to contractually-required minimum
staffing levels, the 2011 Budget includes funding for 50 new firefighters who will be
sworn 1n and begin their training next month.

The City also proposes to contract with the Village of Ottawa Hills to provide emergency
medical and fire services to the Village starting January 1, 2011. The ten members of
the Ottawa Hills Fire Department will become Toledo firefighters under this proposal.

Police
The 2011 Budget includes a class of 25 Police Officers who will begin training in
October. Unfortunately, the City’s financial position does not allow for a larger class for
2011.



Municipal Court

I wish to commend Presiding Judge Timothy Kuhlman and Clerk of Court Vallie
Bowman-English for their willingness to work with my Administration to control costs in
2011.  Many vacant positions at the Court will not be filled in 2011, and other cost
saving measures will be implemented to mitigate the impact of the Municipal Court on
the City’s overall expenditures.

Other Criminal Justice Costs

Criminal Justice costs continue to be a significant expense for the City. The 2011 cost
for Regional Jail charges, NORIS, County prisoner contracts and associated criminal
justice programs is $11.57 million, just slightly over 2% greater than the 2010 expense.

Summary

The City will continue to face fiscal challenges in 2011 as we did in 2010. Although the
economy 1s showing signs of improving, our costs (especially for wages and benefits)
continue to outpace our revenues. We cannot continue to rely on Capital Improvements
Fund and other one time transfers to balance our budget. One clear message came from
the most recent election. Our taxpayers expect the City of Toledo, and other
governments, to live within their means.

As the Administration undertakes negotiations with six of our eight labor unions we must
recognize that the control of personnel costs is critical to the financial survival of our
City. The public demands, and we must seek, significant structural changes in employee
compensation and benefits in our labor contracts.

My pledge is to continue to strive to maintain services our citizens expect within the
revenues they are wiliing and able to provide. 1 ask Council to work with my
Administration to keep our costs under control in 2011 and beyond.

Council is urged to begin its review of the 2011 Proposed Operating Budget vet this year,
with the goal of adopting the Budget by January 31, 2011. I and members of the
Administration look forward to assisting Council as you review and deliberate the 2011
Proposed Operating Budget.
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