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COUNTY OF MILWAUKEE
INTEROFFICE COMMUNICATION


DATE	      :	July 1, 2013

TO	:	Supervisor Willie Johnson, Jr., Co-Chairman, Finance, Audit and Personnel Committee
		Supervisor David Cullen, Co-Chairman, Finance, Audit and Personnel Committee
		
FROM	:	Brian Dranzik, Director, Department of Transportation 

SUBJECT	:	Revenue Deficits in excess of $75,000 – MCDOT – Highway Division

Policy Issue:
County Ordinance 56.02 requires each person in charge of any County office, department agency, or any non-departmental account to:

" … submit a written report to the County Executive, the committee on Finance and Audit of the County Board and the Department of Administration whenever such person has reason to know or believe that a deficit of seventy-five thousand dollars ($75,000.00) or more in any revenue account will occur for the division of county government under the supervision of that person.  

Background:

	Item
	Short Description
	Budget Amount
	Actual amount to date
	Projected Amount
	Variance between budget and projected

	2212-2218
	State Reimbursement Revenue
	$ 16,025,802
	$5,316,933 
	$15,440,802
	($585,000)


The Actual amount to date is State Reimbursement revenue billed for January through March of 2013 only.

Cause of Deficit:

The deficit is the result of a decrease in the Highway Maintenance Incidental Rate (HMIR) that is charged to the Wisconsin Department of Transportation (WIDOT) for work performed on State Trunk Highways and the Expressway system in 2013.  WIDOT reimburses Milwaukee County for 100% of the costs to maintain the State Trunk Highways and the Expressway system.  The HMIR is calculated to recover the costs of off-time, fringe benefits, and worker’s compensation as a percentage of labor hours from the prior year. Changes in staffing levels and changes in benefit rates will also affect the HMIR.  Each year, the HMIR is adjusted in the first quarter based on the prior year’s actual activity. 



	The HMIR had remained relatively stable for many years. From 2006-2010 the rate averaged 135%.  In 2011, the HMIR increased to 175.31% due to a reduction in direct labor worked in 2010 as a result of the furlough days. This resulted in an over recovery of costs in 2011.  The 2012 rate, based on 2011 costs, was reduced to 147.16%. In 2012 there was a reduction of approximately $1,000,000 in overall incidental costs from 2011, caused in part by the large number of retirements.  This resulted in an over recovery of $809,322 in 2012.  The 2013 HMIR has been calculated at 111.01% and would result in an estimated reduction in recoverable funds. Based on work performed in the first quarter of 2013, an increase in fleet costs billable to WIDOT in all of 2013 and projected winter overtime based on historic averages, a shortfall of $585,000 is currently projected. However, the department has developed a list of strategies in the “Plan of Action..” section below that can potentially recover the current  revenue deficit.

Will this be an issue beyond the current year?

The incidental rate on State Reimbursement Revenue can fluctuate from year to year based on prior year activity.  Events of the past few years have caused the HMIR to fluctuate more than what would normally be expected. State Reimbursement Revenue deficits that occurred in prior years were absorbed in the Highway budget and have not resulted in a tax levy deficit. Unless there are major changes to labor rates or fringe benefits in the future, we would expect the HMIR to level off back into the 135% range.

Plan of action or alternatives to offset the deficit

There are 156,295 hours of staff time allocated for State Highway work in 2013. An additional 7,635 hours of worked labor, equipment and materials would be needed to be charged to WIDOT or other entities to cover the anticipated revenue deficit of $585,000. Highway Maintenance is proposing various strategies to reduce the revenue deficit. 

These strategies include:
· Increasing the number of employee hours worked on State Trunk Highways and Expressways, while reducing the number of employee hours worked on County Trunk Highways. Based on current staffing levels there are approximately 7,480 hours of county staffing hours available for July through October, 2013.  If 2,610 county trunk highway staffing hours were moved to State highway staffing projects the estimated increase in revenue would be $200,000. This number could also increase based on additional state requested work. County trunk highway maintenance would be reduced until November.  Major safety issues would be addressed such as pothole repairs, sign and signal maintenance. The three week mowing cycle on County trunk highway would have to be increased and litter pick-up reduced. 
· The reduction in county staff time would have a tax levy savings of $90,000 due to the reduction in county work on county trunk highways.
· With WIDOT agreement, hire Highway Maintenance winter season staff in mid-October, rather than at the end of October, for non-winter work on state highways only. This would add 1,310 billable hours of work, and potentially $100,000 more reimbursement revenue.  
· The DOT maintenance staff is constructing concrete bus passenger loading pads at roughly twenty locations.  The resulting work should provide $40,000 in additional revenue.
· With WIDOT agreement, increase the overtime hours worked on state highway maintenance during the non-winter months. An additional 500 hours of overtime at a rate of time and one half would result in $55,000 of additional revenue.



· With WIDOT agreement, maximize the purchase of roadway materials needed for State Highway Maintenance at year end while remaining within the county budget for commodities.  This would include the purchase of winter chemicals (not salt), and road patching chemicals such as cracksealer and cold patch, and catch basin and attenuator replacements in the amount of $100,000. Any increase in revenue due to the purchase of state material would be equal to the increase in expenditures.
· On average, winter weather events in November and December produce a total of six major salting/plowing events. For every incident above the average, an additional plowing event at the end of a week could result in additional state reimbursement revenue of approximately $160,000. 

These changes, if realized, would provide approximately $585,000 to offset the projected deficit.  


Prepared by: Clark Wantoch, Director of Highway Operations


	
					 
Brian Dranzik, Director
Department of Transportation



cc:  Chris Abele, County Executive 
	Marina Dimitrijevic, Chairwoman, County Board of Supervisors
       Don Tyler, Director, Department of Administrative Services 
	Josh Fudge, Interim Fiscal and Budget Administrator
	Stephen Cady, Fiscal and Budget Analyst, County Board
	Jerome Heer, Director of Audits
	Scott Manske, Comptroller
	Molly Pahl, Analyst, Comptroller’s Office
