MILWAUKEE COUNTY FISCAL NOTE FORM

DATE:
06/13/2011
Original Fiscal Note 

 FORMCHECKBOX 

Substitute Fiscal Note 
 FORMCHECKBOX 

SUBJECT:
Vacation and Sick Leave Proposal - County Executive Proposal
FISCAL EFFECT:

 FORMCHECKBOX 

No Direct County Fiscal Impact
 FORMCHECKBOX 

Increase Capital Expenditures


 FORMCHECKBOX 

Existing Staff Time Required



 FORMCHECKBOX 

Decrease Capital Expenditures

 FORMCHECKBOX 

Increase Operating Expenditures


(If checked, check one of two boxes below)
 FORMCHECKBOX 

Increase Capital Revenues 


 FORMCHECKBOX 

Absorbed Within Agency’s Budget
 FORMCHECKBOX 

Decrease Capital Revenues


 FORMCHECKBOX 

Not Absorbed Within Agency’s Budget


 FORMCHECKBOX 

Decrease Operating Expenditures
 FORMCHECKBOX 

Use of contingent funds

 FORMCHECKBOX 

Increase Operating Revenues

 FORMCHECKBOX 

Decrease Operating Revenues

Indicate below the dollar change from budget for any submission that is projected to result in increased/decreased expenditures or revenues in the current year.

	
	Expenditure or Revenue Category
	Current Year
	Subsequent Year

	Operating Budget
	Expenditure
	
-25,000
	
-50,000

	
	Revenue
	
0
	

0

	
	Net Cost
	
-25,000
	

-50,000

	Capital Improvement Budget
	Expenditure
	
     
	

     

	
	Revenue
	
     
	

     

	
	Net Cost
	
     
	

     


DESCRIPTION OF FISCAL EFFECT


In the space below, you must provide the following information.  Attach additional pages if necessary.

A. Briefly describe the nature of the action that is being requested or proposed, and the new or changed conditions that would occur if the request or proposal were adopted.

B. State the direct costs, savings or anticipated revenues associated with the requested or proposed action in the current budget year and how those were calculated. 
  If annualized or subsequent year fiscal impacts are substantially different from current year impacts, then those shall be stated as well. In addition, cite any one-time costs associated with the action, the source of any new or additional revenues (e.g. State, Federal, user fee or private donation), the use of contingent funds, and/or the use of budgeted appropriations due to surpluses or change in purpose required to fund the requested action.  

C. Discuss the budgetary impacts associated with the proposed action in the current year.  A statement that sufficient funds are budgeted should be justified with information regarding the amount of budgeted appropriations in the relevant account and whether that amount is sufficient to offset the cost of the requested action.  If relevant, discussion of budgetary impacts in subsequent years also shall be discussed.  Subsequent year fiscal impacts shall be noted for the entire period in which the requested or proposed action would be implemented when it is reasonable to do so (i.e. a five-year lease agreement shall specify the costs/savings for each of the five years in question).  Otherwise, impacts associated with the existing and subsequent budget years should be cited. 

D. Describe any assumptions or interpretations that were utilized to provide the information on this form.  

A.  The County Executive is proposing changes to the ordinances that would change the following:

1.  Change to Vacation Entitlement - grant only half of entitlement after first six months, and second half of entitlement after twelve months.  Full vacation entitlement would be given on the January 1st following 1st anniversary date.
2.  Change to Vacation Carryover - Vacation carryover will be limited to 56 hours of unused vacation time at the end of any fiscal year.  No provision for exemption is provided to the carryover rule.
3. Change to restoration of Accured Sick Leave to returning employee - Returning employee will only be entitled to the restoration of 20% of "Cancelled" sick leave balance every six months upon return to the County.  Cancelled leave is the leave they had accrued as of the date they previously left the County.

4.  Sick Leave Accrual Limit - New employees or employees with a balance of less than 240 hours will only be entitled to sick leave accumulation of 240 hours.  Employees who currently have more than 240 hours of accrued leave will not earn any additional sick leave until their balance drops below 240 hours.

B.  The cost for each of the changes to the proposed ordinance is as follows:  The provisions will only apply to non-represented employees, since union contracts are currently in place.
1.  Change to Vacation Entitlement - Approximately 31 employees in 2010 would have been impacted by this change, since they were either new employees with no previous Wisconsin government work, rehired employees, or new employees with previous Wisconsin government work.  Under the current, rules these employees would have received a total of 1,960 hours in the first year, and 2,400 hours in the second year.  Under the County Executive proposal the employees would have received 1,320 hours in the first year and 1,320 hours in the second year.  Under the County Executive proposal, the full balance of 2,400 hours would have been received in the third year by these employees.   The savings in total hours over a two year period  would have been 1,720 under the County Executive proposal.  Actual cash savings may or may not occur, depending on if overtime is worked for the staff work hours lost due to vacation time.  These 1,720 hours are equivalent to $37,000 in wages, but do not directly provide savijngs.
2.  Change to Vacation Carryover - Vacation carryover will be limited to 56 hours of unused vacation time at the end of any fiscal year.  There were 458 non-represented employeess that had vacation carryover.  There are 227 non-represented employees who had vacation carryover that exceeded the proposed limit of 56 hours.  The total hours of vacation carryover that exceeded the limit 56 hours limit was 8,752 hours.  These hours will have to be taken over the next two years by these employees in order to reduce the vacation carryover to the required limit by December 31, 2012.  If any of these employees work in departments that may require overtime, a cost could be incurred to cover the additional vacation time of these employees.  Once implemented, this change in policy could reduce the vacation payout at retirement for employees.  The average wage rate for these employees was $35.00, so a potential cost savings in future years could occur of $153,000, if vacation carryover is reduced before the year of retirement.
3. Change to restoration of Accured Sick Leave to returning employee - Returning employee will only be entitled to the restoration of 20% of "Cancelled" sick leave balance every six months upon return to the County.  Cancelled leave is the leave they had accrued as of the date they previously left the County.  The restoration of a cancelled sick leave balance has occurred for less than 5 employees in the last two years.  Savings would be generated by this change in policy if returning employees left  in the first two and a half years, before their sick leave balance was fully restored.  A recent rehire left within the first six months of employment, which cost the County $25,000 under the current policy.   The revised policy would have cost the County $0, sincehis sick leave balance would not have begun to be restored until after six months..
4.  Sick Leave Accrual Limit - New employees or employees with a balance of less than 240 hours will only be entitled to sick leave accumulation of 240 hours.  Employees who currently have more than 240 hours of accrued leave will not earn any additional sick leave until their balance drops below 240 hours.  There are a total of 786 non-represented employees.  The Non-reps include 456 employees who currently have a sick leave balance greater than 240 hours.  These employees, who have a balance of greater than 240 hours, are accruing an additional 43,700 hours of sick leave each year, or 96 hours per employee.  These hours are either being used as sick leave or are adding to the accrued balances of employees.  These additional accrued sick leave balances could turn into a payable upon the retirement of the employees.  Approximately 7,800 hours are being added to the payable balance at retirement for these employees.  This is a potential added liability of $245,000 per year, if all accrued hours were added to an employees accrued sick leave balance.  All hours will not be added to accrued balances due to the use of sick leave by employees.  In addition, the increase in liability does not mean an increase in annual cost, because the cost only occurs if an employee retires from the County.  An assumption of cost savings of $25,000 is being made for purposes of this fiscal note in the first year, and $50,000 in the second year. However, it should be noted with this new policy, the County may experience an increase in annual leave taken by employees, since they cannot earn more than 240 hours.  In addition, any policy on sick leave caps, should be compared to the current disability program held by the County.   
C. The savings in the current year would be limited under the four changes being made, but would provide savings over a longer period.

1.  Change to Vacation Entitlement - Defer entitlement, limited savings in first year.
2.  Change to Vacation Carryover - savings could occur in the future for retirees, who would have less of a carryover balance to be paid out at retirement.
3. Change to restoration of Accrued Sick Leave to returning employee -savings is limited, except for those rare cases where an employee returns and is paid out for sick leave, before being here 2.5 years.
4.  Sick Leave Accrual Limit - limit would reduce sick leave hours added to employee balances, which could reduce sick leave payout to retirees in future years.  This could save $25,000 for the remainder of the year, and $50,000 in the subsequent year.  Other issues need to be looked at with this policy, as it relates to disability programs, and potential unemployment costs.
D.  Calculations were based upon a report of sick and vacation accruals as of December 31, 2010.  The analysis is only based on Non-represented employees, and has not been extrapolated to other unions, since they are still under contract.

Department/Prepared By 
Department of Administrative Services - Scott B. Manske


Authorized Signature
________________________________________

Did DAS-Fiscal Staff Review?
 FORMCHECKBOX 

Yes
 FORMCHECKBOX 

No 

� If it is assumed that there is no fiscal impact associated with the requested action, then an explanatory statement that justifies that conclusion shall be provided.  If precise impacts cannot be calculated, then an estimate or range should be provided.  








