



	



March 24, 2020

To: Brian Maxwell, City Manager
      Honorable Mayor and City Council
From: Michael W. Loftin, Assistant City Manager for Finance

RE:	Consider an ordinance amending the FY 2020 Operating Budget to transfer funds reserved for all General Fund departments for health insurance, and pay increases to specific departments’ budgets.

I.	Background
A. The FY 2020 Adopted Budget set aside funds in pooled accounts to account for the increase in health benefits costs and corresponding contributions by the City to the Health and Life Insurance Fund at $185 per city employee per month.  In the General Fund, the budgeted health insurance funding pool included $1,240,000.

B. The Adopted FY 2020 General Fund Budget also included pooled funds for police pay ($285,000 for raises effective January 1, 2020), fire pay ($567,000 for adjustments effective October 1, 2019) and non-civil service personnel pay ($275,000 for two per cent COLAs effective October 1, 2019).

C. This pooled approach has been used for the last several years with pay increase funding transferred to operating departments’ budgets late in the fiscal year if underruns in non-personnel accounts were insufficient to cover the added cost of increases.
II.	Issues
A. The relatively large increase in health insurance funding of $185 per employee per month when combined with the pay increase funding pool will likely result in more overruns for operating departments than in prior years.
B. Projecting overruns in the Budget Status reports and elsewhere will simply be inaccurate and should be addressed before it begins to appear as though significant numbers of operating departments are underfunded in FY 2020.
C. Enterprise and Internal Service Funds are not included in this adjustment because they are less likely to experience the same issues as General Fund.
IV.	Alternatives
A. City Council approves the proposed budget amendment that allocates sufficient funds for pay and health insurance now.
B. City Council modifies the personnel budgets of operating departments later in the fiscal year, although it is clear that they are needed now.
V.	Recommendation
Concur in Alternative A.

