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COUNTY OF MILWAUKEE
INTEROFFICE COMMUNICAITON


DATE	:   June 5, 2012	

TO	:   Supervisor Marina Dimitrijevic, Chairwoman, County Board of Supervisors

FROM	:   Scott B. Manske, Comptroller

SUBJECT	:   Fiscal Impact of the Payment of the 2010 Furlough Hours Decision


Accounting Issue:
“Governments should recognize a liability for claims and judgments as soon as it appears probable that a loss has been incurred and the amount in question can be reasonably estimated” (Governmental Accounting Standards Board Statement 10 paragraph 53).  The amount accrued should include an amount for incurred but not reported claims if two criteria are met: 1) It is probable that a successful claim will be asserted; and 2) the amount can be reasonably estimated.

Accounting for Furlough Hours Liability related to AFSCME DC-48:
[bookmark: _GoBack]On May 20, 2011, the Wisconsin Employment Relations Commission (WERC) issued a decision that limited the number of furlough hours for AFSCME DC-48 members to 45 hours for the 2010 fiscal year.  For certain AFSCME DC-48 employees, the County had instituted up to 208 hours (26 days) for 2010.  The number of furlough hours required of employees exceeded the maximum hours allowed under the WERC decision by 163 hours (208 hours less 45 hours).  As a result, if the County was not successful in an appeal, the County would be required to accrue a liability for this judgment.

The County appealed this decision by requesting a rehearing before the WERC.  On June 29, 2011, the WERC denied the rehearing, and reaffirmed their decision regarding the limitation of a maximum of 45 furlough hours per year for 2009 and 2010.  

The County was well under the 45 hour furlough limit for 2009, but was over the limit in 2010.  As a result of these two decisions, the County had a potential liability for 2010 related to the furlough hours for AFSCME DC-48 employees that exceeded the 45 hour furlough limit.  Since the 2010 books were still being closed, a decision was made to accrue for a portion of the liability related to furlough hours that exceeded the limit.  An accrual of $2.0 million occurred at the end of 2010 based on an estimate of the furlough hours that exceeded the 45 hour limit, reduced by any offset from outside revenue from any source, such as grants, or other fees.

The County appealed the decision of the WERC regarding the 45 hour annual furlough limit for AFSCME DC-48.  On February 27, 2012, Circuit Court Branch 8 affirmed the decision of the WERC regarding furlough hours limitation of 45 hours.  Pending any further action by the County Board, the Office of Corporation Counsel has authorized the filing of an appeal with the Court of Appeals.  Based on the current status of the litigation, it was determined that accounting rules would require the accrual of interest.
  
Based on the decision of the WERC and the Circuit Court, an additional accrued liability was made for the close of the 2011 books.  The liability was increased for interest costs that have been incurred on the unpaid furlough decision, and increased under an assumption that no revenue offset would occur for the liability, except for those funds that were completely funded by outside sources.  The liability was increased by another $1.5 million for the County and $586,000 for the Airport and Department of Family Care, for a total accrued liability of $4.1 million.

The $4.1 million liability consists of $3,480,000 of liability related to furlough hours taken that exceeded the 45 hour furlough limit for AFSCME DC-48, plus interest of $620,000 for 2010 and 2011.  Interest is continuing to accrue at approximately $35,000 per month on the liability balance.  No accrual has been made for 2012 for interest incurred on the liability.

Conclusion:
The decisions of the WERC and affirmed by the Circuit Court placed a limit of 45 hours on the number of annual furlough hours that could be imposed on AFSCME DC-48.  Based on the timing of the WERC decision in May 2011, an accrual of $2.0 million was made at the end of County’s 2010’s fiscal year.  The affirmation by the Circuit Court of the WERC decision in February 2012, required an additional accrual of $1.5 million in 2011 for costs associated with the furlough decision, including the accrual of interest costs, and no offset for outside revenue.  An additional accrual of $584,000 associated with employees of the Airport and the Department of Family Care were charged to those departments.  

The total accrued liability is $4.1 million for the payout of furlough hours that exceeded a 45 hour annual furlough limit as determined by the WERC.  These charges reduced the available surplus in 2010 by $2.0 million and in 2011 by $1.516 million.  The reported surplus for 2011 of $11.5 million has already been reduced by the furlough hours accrued cost of $1.5 million for 2011.

___________________________	
Scott B. Manske        
Comptroller         
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