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SUBJECT
An ordinance amending the 2010 Budget Ordinance for the Department of Development and Environmental Services and declaring an emergency.
BACKGROUND
The Executive-proposed 2010 budget for the Department of Development and Environmental Services (“DDES”) was accompanied by Proposed Ordinance 2009-0574, which would have increased permit review fees.  The increased fees were anticipated to generate an estimated $3.75 million of additional revenue.  During budget deliberations, including consideration of the proposed fees increase, the Council determined that the Executive proposal was not acceptable and requested that DDES develop potential alternatives.

In response, the Executive stated that if the proposed fee increase were not approved, DDES would immediately reduce staff levels by 40 FTEs because:

(1) The current fees did not fully recover costs, and 

(2) DDES did not wish to utilize (a) its reserve funds, which have a carryover balance into 2010 of $5.1 million, or (b) its undesignated fund balance of $3.1 million
, as indicated in DDES’ financial plan. 

However, seeking to forestall potentially premature staff reductions, the Council-approved budget reduced the DDES-proposed staff level cut to 25 FTEs.  The remaining 15 FTEs were to be retained in accordance with the following DDES budget proviso:

Of this appropriation, $1,500,000 in expenditures and fifteen FTEs from the land use, building or fire marshal divisions shall not be expended or encumbered after March 1, 2010, unless a permit fee increase for the department of development and environmental services is enacted by ordinance before that date.

The effect of the budget proviso is to require DDES to submit for Council approval a new permit fee schedule that could provide a revenue base to allow DDES to keep these 15 FTEs.  However, to prevent such lay-offs, Council approval of a new fee ordinance has to occur by March 1, 2010; failing that, in order to be compliance with labor agreements, DDES is to issue lay-off notices by February 1, 2010.   

Since the adoption of its 2010 budget, DDES has been working to develop a new permit fee ordinance proposal for Council consideration.  However, Council review and action on that new fee ordinance proposal will not be completed by March 1, 2010. 
SUMMARY
· The proposed ordinance contains findings that:

(1) It is beneficial for unincorporated area residents to continue to have access to the current level of permitting services until Council action on a new permit fee ordinance, and 
(2) Extending the March 1, 2010 date by is necessary to allow DDES to continue providing the current level of permitting services.

· The proposed ordinance would extend the deadline for the required layoff of 15 FTEs from March 1, 2010 to June 1, 2010.
ANALYSIS
· In order for this ordinance to be effective prior to issuance of the February 1, 2010 layoff notices, it must be enacted as an emergency.
· Extending the layoff deadline to June 1, 2010 will allow DDES to retain the 15 FTEs beyond the March 1, 2010 even if DDES fees are not increased by the Council by that date.

Simply extending the deadline to June 1, 2010 does not eliminate the potential that DDES may have to issue lay-offs before a new permit fee ordinance could be considered.  The following scenarios may demand DDES to issue lay-offs notice before a fee increase could be enacted: 
· Lack of sufficient permit activity,
· Lack of sufficient incoming revenue, or
· Lack of willingness to utilize their reserve funds or to further reduce DDES’ undesignated fund balance to cover revenue shortfalls.
To reiterate, during the 2010 budget deliberations, DDES projected that if the proposed fee increase ordinance (Proposed Ordinance 2009-0574) were not adopted, 40 FTEs would need to be eliminated in order to bring their spending in line with anticipated revenues (i.e. not create a budget deficit).  The adopted budget cut 25 FTEs, which means that DDES is facing a deficit
 carrying these 15 positions through June 1, 2010, unless (1) a new permit fee ordinance is passed that accounts for these additional costs, or (2) reserves or fund balance  are used to pay for these positions.  Absent a fee increase, the longer the retention period of the 15 FTEs, the greater negative discrepancy between DDES’ 2010 budget and its likely revenues.  
· NOTE: The larger deficit could increase pressure to adopt higher fees to cover the deficit.
ATTACHMENTS

1. Proposed Ordinance 2010-0056
� This amount is $600,000 less that DDES’ target fund balance in its financial plan.  Therefore, any further use of the fund balance would increase the discrepancy between the actual fund balance and DDES’ fund balance target of $3.72 million.  


� A rough estimate of a monthly deficit could be developed by prorating the annual carrying cost of the 15 FTEs ($1,500,000) over 12 months = $125,000 per month.
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