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HOW TO USE THIS BOOK

The ounty budget is a financial plan of expenditures for the coming year and the means of

financing them during the year.
comparisons of revenues and expenditures.

ORGANIZATION

The budget is organized as follows:

- Transmittal Letter: A transmittal letter is
submitted by the county administrator to the Board of
County Commissioners (BOCC) at a regular meeting.
The county administrator’s letter summarizes the
recommendations to the board and the effect these
recommendations will have on operations. For 2005,
the letter is a summary of several transmittals to the
BOCC during the budget process. The original
documents are included in the appendix.

- County Profile: This section contains the
background and demographics of the county, an
organizational chart for Hamilton County, and a
listing of elected officials.

- Budget Guidelines: This section includes county
policies associated with the budget. Also included is
the five-year plan, a planning document prepared prior
to the budget season. The five-year plan focuses on the
general find, projects current year spending, and looks
at future years’ projected spending. The document
indicates if there may be a potential shortfall in the
future of the general fund. The current and future years’
amounts are derived after consultation with
departments using their best estimates.

- Budget Summaries: The budget summaries detail
the major aspects of the budget and the effects of the
additions/reductions on county operations. Major
revenue sources and assumptions used during budget
development are addressed. Financial summary
schedules are provided with comparisons of
historical, current and future year figures. A
summary of all positions within the county and
projected fund balancesare also included.

Functional Organization: The budget is organized

functionally. Each functional section is defined

and the inter-relationships  between areas

mentioned.

- Program Detail by Function: The core of
Hamilton County’s budget book includes detailed
programs for each department arranged within the
appropriate function. Program sheets contain the
program name, whether the program is mandated, and

The annual budget provides historical, current, and future

the funding source(s). A brief description is provided
as well as prior/current year accomplishments. The
program sheet also contains revenue and expenditure
information and FTE (full time equivalent) counts for
the program. PLEASE NOTE: Programs are not
separated by fund but are presented as a complete
program regardless of funding source.

Some program sheets are accompanied by a tax
levy sheet. These sheets contain amounts derived
from a particular property tax levy, the spending
plans as presented prior to voter approval of the
levy, and actual amounts for purposes of
comparison to the levy plan.

Each program also has objectives that highlight
selected goals for the budget year. Detailed
information called “indicators” is also provided.
These indicators outline the demand for services in the
program, the workload to be accomplished with
recommended staffing levels, and the amount of
time/resources it takes to accomplish each unit. In
addition, effectiveness/outcome indicators have been
developed to measure the objectives of the program.
Analysis is provided outlining the conclusions made
from the indicators presented. The analysis section also
notes any financial changes in each program and is
used by the budget analyst during the budget process.

- Grants: A complete listing of grants awarded to the
county i presented. Funding derived from grants is
included in functional programs. (Program information
for grants is included in the previous section.)

- Capital Improvement Plans (CIP): The budget
includes the county’s CIP and that of the Metropolitan
Sewer District. These are planning documents and are
not appropriated (but may be funded by other means
e.g., debt) within the budget.

- Debt: This section contains complete
information regarding the county’s indebtedness.

- Glossary/Acronyms/Index: A glossary is
provided to help the reader with complex
accounting terms and terms unique to Hamilton
County. An index is also provided.

- Appendix The Appendix includes all original
2005 budget transmittal documents.



Hamilton County Vision

To serve the residents of Hamilton County by providing
the best and most responsive county government in America.

Hamilton County Mission

To reach out to Hamilton County residents
to provide efficient service of the highest quality,
encourage resident participation in service development
and to deliver county services equitably.



GOVERNMENT FINAMNCE OFFICERS ASSDCIATION
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The Government Finance Officers Association of the United States and
Canada (GFOA) presented an award for distinguished pesentation to
Hamilton County, Ohio for its annual budget document in the fiscal year
beginning January 1, 2004, the 12th consecutive year the county has
received the honor.

In order to receive this award, a governmental unit must publish a budget
document that meets program criteria as a policy document, as an
operations guide, as a financial plan and as a communications device.

The award is valid for a period of one year only. We believe our current
budget continues to conform to program requirements and we are
submitting it to GFOA to determine its eligibility for another award.
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Regional Recognition

In 2004, Sporting News ranked Cincinnati
the No.1 college basketball city.
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Citizens of Hamilton County:

In 2005, Hamilton County faces a year of challenge and change. The budget process provides us the
unique ability to bring community issues into focus and make decisions to address these issues and seize
opportunities for the community.

It is encouraging to reflect on some of our community accomplishments. During 2004, new milestones
were reached in the ongoing transformation of the community’s riverfront with the opening of the
National Underground Railroad Freedom Center, the western plaza of Great American Ball Park and
the Cincinnati Reds’ Hall of Fame. In April, another important event—symbolic of the continued
cooperation between the City of Cincinnati and Hamilton County—occurred when ground was broken
for the expansion and renovation of the downtown convention center.

Hamilton County continues to be recognized by national and international organizations such as the
International City/County Management Association, Government Finance Officers Association, the
National Association of Counties, the National Association of County Information Officers, and the
Performance Institute for excellence in professional management and innovative programs that address
community needs. While we are rightfully proud of these accomplishments, we will not rest on them and
know that the organization must continue to progress in order to serve citizens effectively and efficiently.

The 2005 budget before you today was passed on March 23, 2005. A temporary budget was
legislated in December 2004 to allow a newly elected county commissioner to participate in the 2005
budget process when he took office in January 2005. This letter addresses the key issues contained in
separate transmittal documents authored under two county administrators between November 2004
and March 2005. (The original transmittal letters are included in the appendix to this budget book.)

In an era of cutbacks, the budget we present maintains service levels, is financially prudent, and attempts
to provide capacity to meet emerging community challenges. The general fund budget of $249.2 million
is a $9.1 million, or 3.5% decrease, from the adopted 2004 general fund budget of $258.3 million. The
2005 budget marks the second consecutive year in which the general fund budget will be less than the
prior year’s budget.



The total budget is structurally balanced and maintains existing service levels. The total budget is $2.37
billion, $72 million (3.1%) more than the 2004 adopted budget. Included in this number are $1.2 billion
of entitlements (mostly Medicaid-related), which are not appropriated and account for an increase of
$89.7 million compared to 2004. Without entitlement growth, the all funds budget is down $17.7
million.

Highlights of the 2005 Budget
The following are highlights of the 2005 budget:

« The budget is structurally balanced, with ongoing general fund revenues meeting ongoing
general fund expenditures.

« Essential service levels remain unchanged.

« The budget includes a new voter-approved levy for the Cincinnati Museum Center, as well as
replacement levies for Mental Retardation and Development Disabilities (MRDD) and Health
and Hospitalization services at Drake Center and drug treatment services.

+ Board action again will lessen the total taxes collected for special levies by approximately $1
million in 2005 through a transfer from the general fund to the special levies, accounting for the
estimated interest earnings attributable to levy funds.

« The county continues to provide a property tax rollback to owner-occupied residential
property owners. The 2005 rollback is calculated at $19.8 million and has been provided
since 1997, following voters’ approval of a 0.5% sales tax for the construction of sports
facilities and associated riverfront development.

«  There are no staff layoffs. The general fund budget includes a net increase of 2.9 full time
equivalent (FTE) positions from the current year budget. Across all funds, the budget includes
anet reduction of 10 FTEs. The budget includes a general wage increase of 2% effective
April 1, 2005. Consistent with the pay for performance compensation system, a 1%
supplemental salary adjustment is also included for all County departments. The budget
includes wage increases necessary to meet various collective bargaining agreements.

« In order to provide needed capacity for wage increases and other initiatives, the 2005 budget
includes an across-the-board reduction in the “other expenditures” category (supplies,
materials, contracts, etc.) of $1.85 million for all general fund operations. This represents a
3% decrease compared to the November 2004 recommended budget within the other
expenditure category. The reduction has been applied equally to all line items within this
category. Departments have discretion as to how they wish to manage within the overall
appropriation in the other expenditure category. Participation in the leveraged purchasing
program should result in reduced impact in these areas, as we believe the County will achieve
increased savings through this program.



« Specific areas targeted for budget reductions after the November recommendation include:
Ohio State Extension funding. The original recommended budget included $367,000 for
these non-mandated services. Given our strained financial condition not only for 2005
but also for the foreseeable future, a reduction of $100,000 was included. The Board
decision-making process included significant public input regarding the Extension
program, resulting in a county-supported program focused on 4-H and
horticultural/master gardening programs.

Consistent with Board direction, travel budgets for elected officials were reduced by
75%. The Board’s travel budget has been reduced from $12,000 to $500 for 2005.
This provided a reduction of $92,500 in the revised budget.

Consistent with the adopted budget goals, the Board of County Commissioner’s
computer support function was reduced by $50,000.

« The general fund reserves are projected to be $29.6 million at year-end 2004, including the
unrestricted component of the Budget Stabilization fund ($7.5 million). For 2005, general fund
reserves are projected to reach $34.8 million, or 14.2% of the ongoing general fund budget
expenditure level of $245 million. This increase in general fund reserves is another step
toward the Board’s goal of a 20% reserve by the end of 2006.

« Notwithstanding a continued loss of state funding, the Department of Job and Family Services
(JFS) continues to serve families and children in need. Through continued efforts to control
costs and maximize state and federal revenues, JFS also maintained a structurally balanced
budget.

General Fund Overview and Issues

The general fund faces significant challenges as we continue to see stagnant or declining ongoing revenue
in many areas. On the expenditure side, departments, for the most part, continue to live within the
budget. However, as we have held the line on budget growth there has been less under spending within
the general fund budget. In previous years, this under spending has provided a source for funding for
non-recurring expenditures and for building our reserve balance to meet Board goals. Going forward, it
appears we can no longer expect to have a significant amount of unspent fund balance to assist in
balancing our budget and meeting our reserve goals. As a result, future budgets will be more difficult to
balance. The budget includes difficult choices to bring the overall budget into line with this new reality.

Revenues

General fund revenues for 2005 are budgeted at $252.3 million, an increase of $15.2 million (6.4%)
compared to estimated 2004 revenues of $237.1 million. In terms of ongoing revenue, $245.4 million is
projected compared to $241.8 million of ongoing revenue in the 2004 year budget, a 1.5% increase.
Overall, general fund revenue has grown by only 5.3% from 2001 through the 2005 budget. This
growth has not kept pace with inflation (Midwest urban CPI) during this same period of 8.5%.
Similarly, total general fund expenditures have grown less than inflation, at 4.7% ($237.9 million in 2001
to $249.2 million in the 2005 budget).



Sales Tax. For 2005, sales tax, the single largest general fund revenue, accounts for
approximately 25.8% of revenue. General fund sales tax is projected to be $65.1 million, a growth
of 2.6% over the 2004 estimate. In 2004, sales tax revenue was one of the few bright spots within
the general fund, experiencing a growth of 5.2% compared to 2003. Some of sales tax growth in
2004, however, is attributable to unique circumstances including:

1) The application of local sales tax to telephone expenditures beginning in April 2004. The Ohio
Department of Revenue had previously estimated that the impact of this change would be a
1.5% increase in 2004 or a 12-month impact of 2%.

2) In June 2004, Hamilton County experienced a large sales tax receipt from the state. Much of
this increase (approximately $1 million) was due to the reconciliation of sales tax from various
large payors that operate in multiple counties. State officials have indicated that approximately
$500,000 (or 0.8% of the 2004 sales tax increase) is attributable to 2003 sales tax activity.

Removing these items to provide a comparison of similar tax bases between 2004 and 2003
reveals approximately 2.5% of real growth during 2004. In budgeting for sales tax in 2005, we
have used a 2.35% general growth assumption plus the addition of the telephone tax that was not
included during the first quarter of 2004, which is an additional 0.5% of growth, for a total
projected growth of 2.85% in 2005.

Property Tax. In 2005, the general fund property tax revenue remains stable and is projected to
be $34.4 million, 13.6% of total revenue. Hamilton County has maintained the same general fund
“inside” millage rate (2.26 mills) since 1932. As a result of an accounting change by the County
Auditor, the 2005 budget includes the cost of tax settlement fees. In the past, these fees were
deducted from revenues. The result will be increased revenue reported from property tax sources
in all funds along with corresponding expenses for the settlement fees. This will have the effect of
inflating budgets that include property taxes compared to prior years.

State Local Government Fund Revenue. State Local Government Fund revenue, a revenue
sharing mechanism comprised of sales and use tax, state personal income tax, the public utilities
excise tax and corporate franchise tax, is distributed to each county and then allocated among the
county, cities, villages, townships, and library districts within the county. In Hamilton County,
funding is based on a state-authorized alternate method of distribution. Based on current
information, Local Government Fund revenue is projected to be flat at $25.2 million, or 10% of
general fund ongoing revenue.

In recent years, the state legislature has taken actions that both freeze growth and cap local
government funding. As a result, counties have not realized any benefit from these sources due to
increased economic activity. While this “freeze” is scheduled to be removed as of August 2005,
there continues to be concern that the state may take action to reduce or eliminate this important
revenue sharing with local governments. Clearly, the loss of this significant revenue source (10% of
our general fund) would negatively impact public services in Hamilton County and in local
governments across the state.



Interest Earnings. Due to low interest rates and a reduced amount available for investment,
interest earnings have been dramatically lower in recent years. Interest earnings for 2005 are
projected to be $14.5 million, a slight decrease compared to the 2004 budget. Since 2001,
interest earnings revenue has declined 50%, an annual loss of $12 million to the general fund. The
net amount of interest earnings to the general fund is further decreased in 2005 by a transfer of
$957,000 to the Children’s Services levy. This transfer represents the estimated amount of interest
earned by the various special levies.

Recorder’s Fees. Another side of low interest rates is a significant rise in income in the
Recorder’s Office, resulting from real estate transactions such as home sales and refinancings.
Revenue from Recorder’s fees is now beginning to decline as the number of mortgage refinancings
has slowed. The Recorder and her team are to be complimented for taking on a significant
increase in workload over the past few years with minimal increase in administrative costs.
Projections for 2005 are $6.5 million, or 2.6% of the general fund. This is a decrease of
approximately $3.1 million from the peak in 2003.

Public Defender Reimbursement. While state law “requires” state funding of 50% of public
defender costs, the 2005 budget was built on the assumption that the state would only reimburse at
30% of county spending. If the state provided the full amount of reimbursement (50%), consistent
with statute, we would receive approximately $5.7 million — an annual difference of $1.9 million.

Court Fines and Forfeiture Revenue. While there has been some increase in activity in 2004,
court fines and forfeiture revenue continued to lag compared to historic levels. These revenue
shortfalls, which have occurred over the past three years, are primarily reflected in the Clerk of
Courts’ municipal criminal and traffic court operations. After a review of various cost components
many of which have not been adjusted in 7-10 years, the courts agreed to increases fines at a rate
that generates a projected $1.3 million in additional revenue during 2005.

Reinstitution of PRC Services Contracts. The Prevention/Retention/Contingency (PRC)
program is designed to help families residing in Hamilton County overcome immediate barriers to
achieving or maintaining self-sufficiency, with the objective of lessening the need for ongoing public
assistance. PRC is funded through a component of the state and county’s administration of federal
temporary assistance to needy families (TANF) funding. The Board has adopted a PRC plan,
which includes services in probation, juvenile court, public defender, and pre-trial services. These
areas of the general fund had provided service and received PRC reimbursement in 2000 and
2001. Ohio Department of Job and Family Services have reviewed the county’s PRC program
including these contracts. Since that time, however, funding has not been available to support these
efforts. Recently, the state has changed its funding approach (elimination of the consolidated
allocation), which led to funding again being available within the PRC area. The 2005 budget
includes a total of $2.675 million of PRC reimbursement, $1.425 million of which is considered
ongoing funding. This funding will need to be closely monitored during 2005 to insure that
programs and contracts are fully implemented. As with any state funding, we will also need to be
mindful of the potential of changes in available funds.



General Fund Expenditures

The total general fund expenditures of $249.2 million in the 2005 budget are $9.1 million less than the
adopted 2004 budget. For the second consecutive year, we have constructed a budget that is below
the previous year’s budget. Ongoing expenditures (total budget less one-time expenditures) for 2005
are projected to be $244.6 million, a 1.2 % increase compared to 2004. The cost of employee wages
and benefits continues to be the largest expenditure category, accounting for approximately 69% of
expenditures. Other significant expenditure categories include supplies and materials, contractual
services, and debt service. The following are highlights within general fund expenditures:

Administrative Services. The 2005 budget eliminates the $1.5 million base contingency within
the general fund. There continue to be items in contingency that are earmarked for specific
purposes. If emergencies arise, or new programs/spending are desired during the year, reserves
will need to be drawn down.

The budget includes the addition of a purchasing position. This staff addition is consistent with
recommendations from a 2004 management review identifying potential cost savings through
enhanced centralized purchasing across the county organization. The new position will increase
capacity within purchasing to serve more county customers.

Board of Elections. The Board of Elections will be required to convert to touch screen system
by the November elections in 2005. This conversion will result in additional costs for the portion of
the system not covered by the state, as well as changes in practices. Some of the changes will
result in additional costs, including higher quality standards for printed absentee ballots, technicians
for Election Day, and polling place costs due to additional services required for computer
operation. The budget includes these increased costs.

Building Inspections. The 2005 budget includes $150,000 for “development facilitation.” The
Department of Building Inspections has identified opportunities to enhance customer service.
These funds could be used for various initiatives such as an “ombudsman” position to help guide
customers, especially small businesses, through the development process or further advancements
in our continuing efforts to bring the building permit process online.

Coroner. Two additional positions are included in the Coroner’s office, firearms examiners and
DNA analyst. These positions are needed to meet rising service demands and will cost
approximately $55,000 total for a half year in 2005 ($110,000 full year). In addition, the Coroner
has requested additional funds for existing Senior Pathologist positions. The Coroner’s office has
worked with County Personnel to conduct a market study that justifies total salary adjustments for
four positions of approximately $50,000. To offset these additional costs, the Coroner has revised
the lab fee schedule and is exploring new services that will generate additional revenue. We are
projecting approximately $74,000 in additional general fund revenue.



County Facilities. A new cost engineer position is included in County Facilities consistent with
the recommendation of a 2004 management review. The position will develop cost estimates and
proposals for operating and capital projects, tasks currently performed by a contracted
architectural firm. The position will be closely monitored to assure savings in its first year, and is
anticipated to generate further savings in subsequent years. The budget includes a reduction in
outside architectural services equivalent to the cost of this new position.

Economic Development Funding. The budget includes funding of ongoing economic initiatives
through the Hamilton County Development Company (HCDC) and, beginning in 2005, $250,000
of annual general fund contribution to the convention center expansion project. Funding for 2005
only is provided for the Port Authority ($285,000), the Partnership for Greater Cincinnati
($250,000), and the Northern Cincinnati Convention and Visitors Bureau ($250,000 from the
general fund with an additional $250,000 pass-through from hotel/motel tax revenue provided to
the Greater Cincinnati Convention and Visitors Bureau).

The budget includes $1.025 million for one-time Commissioner initiatives, a reduction from the $2
millionin one-time expense in the 2004 budget. These initiatives include health care and managed
competition commissions ($175,000); customer service, website, and performance measurement
improvements ($400,000); building permit processing improvements ($300,000); and economic
development initiatives ($150,000).

Prosecutor’s Office. The budget maintains funding for the victim/witness of crime program
instituted in 2004 between the Board, Prosecutor’s office, City of Cincinnati, and the Cincinnati
Police Division. This pilot program is designed to provide additional security to victims and
witnesses of crime who have been threatened or intimidated in an attempt to stop the victim or
witness from testifying in the criminal trial.

Probation. For the 2005 budget the County has moved four probation officer positions back into
the general fund from the probation services fund. These positions had been in the general fund in
previous years. The cost of these four positions is approximately $240,000. In addition, a total of
$1.5 million of probation services funds will be transferred to the general fund as revenue.

Public Defender. Public Defender costs have risen dramatically in recent years. From 2002
through 2004, total Public Defender expenditures have grown from $9.86 million to $11.3 million,
a growth of 14.6%. During each of these years, the budget was amended to add between
$500,000 to $800,000 to meet rising costs, largely attributed to the growth of assigned counsel
costs. This overall growth is more than two times the rate of inflation (Midwest urban CPI) of
5.7% for the 2002-2004 period. In addition, compared to other urban Ohio counties, Hamilton
County appears to be the most expensive public defender operation in the state. Without change,
we should expect these costs to continue to mount with the Board forced to add another $500,000
or more of funding to the 2005 budget.



The Public Defender Commission is to be complimented for undergoing a management review
during 2004. This study, which has not been put into final form, makes several recommendations
and estimates that between $300,000 and $500,000 of savings could be realized through better
management practices. Along with the finding of the management review, it is clear that a business
plan is needed to install better expenditure controls while still providing the defense to which
indigent citizens are entitled. Exploring various methods of service delivery, including seeking
proposals from local firms for the provision of services, should be explored. There is a clear need
for both Public Defender Commission and the Board of County Commissioners to discuss these
issues.

General Fund Position and Wage Adjustments. The 2005 general fund supports 3,064.5
FTEs, a net increase of three FTEs compared to the 2004 budget. New FTEs include a
procurement specialist in county purchasing and a firearms examiner and DNA analyst in the
coroner’s office. The budget includes a general wage increase of 2% effective April 1, 2005.
Consistent with the pay for performance compensation system, a 1% supplemental salary
adjustment is also included for all County departments. The budget includes wage increases
necessary to meet various collective bargaining agreements. Contingency funding is provided for
union negotiations for the corrections supervisor’s contract, which expires in 2005.

The budget includes a 4% turnover rate that was applied to all general fund departments, with the
exception of those departments with fewer than 20 positions. No turnover rate was applied to
those departments. A lower turnover rate (2%) is applied to 24-hour operations. While this is an
increase from the 3.5% used in the 2004 budget, actual turnover is consistent with this assumption.

The three-year average is 4.24%.

The initial departmental requests for general fund expenditures of $283.5 million exceeded estimated
resources by $54.2 million. All of the county staff, both elected and appointed, worked long and hard

in cooperation with this office to evaluate revenue projections, to make necessary expenditure cuts, and

to put in place controls that resulted in the presentation of a balanced budget.

Restricted Funds and Other Issues
Communications Center. The Hamilton County Communications Center was established in 1949 as
a partnership between county government and suburban jurisdictions using the center. The original
funding basis for the center was the county paying for the capital costs and all the users, including the
county, paying their proportional share of the operating costs based on usage.

The county commitment to pay the capital costs has placed considerable burden on the general fund. In

2003, the county-funded, state-of-the-art 800 MHz radio system was brought on line. This $20.5
million project included both the system “backbone’ and purchase by the county of the majority of
radios used by suburban jurisdictions. The 2005 budget anticipates county payment of $1 million of
system operating costs from system users such as the Sheriff, Clerk of Courts, Dog Warden,
Metropolitan Sewer District, and Adult Probation.



Since 2001, the Board has acted to maintain the rate for system users at $14 per detail (emergency
dispatch event). As a result of this rate freeze, an additional general fund subsidy of communication
center operations has occurred. The 2005 budget maintains the $14 per detail rate, which results in a
$1.4 million general fund subsidy to Communication Center operations.

If inflation had been applied to the detail rate since 2001, the rate would be $15.29 per detail and
would reduce the general fund subsidy by over $420,000. If inflation for only 2004 were applied to
the detail rate, the rate would be $14.29 per detail, a $100,000 reduction to the general fund subsidy.

Dog and Kennel Fund. The dog and kennel fund requires a general fund subsidy in 2005 of
approximately $300,000. During the year, strategies will be discussed that should result in the
elimination of general fund dollars being needed by this fund. Among these strategies could be an
adjustment of the rate that must be adopted by the fall of each year. Also, the county could explore
initiatives that increase the ease of obtaining a dog license such as Internet sales, retail sales at large
pet retailers, or returning the operation of the licensing function to the Society for the Prevention of
Cruelty to Animals (SPCA).

Job and Family Services (JFS). Ongoing revenues for JFS exceed ongoing expenditures for the
2005 budget. There are many unknowns, however, for the 2005 JFS budget. While the budget is built
on the best data available at this time, the state is still in the process of refining a new funding
mechanism for all counties.

During 2002 and 2003, JFS demonstrated significant progress in controlling the growth in spending.
Expenditures associated with children in care (managed care) grew at levels of 30.5% and 24.5%
during 2000 and 2001, respectively. During 2002 and 2003, JFS implemented various control
initiatives that resulted in annual decreases of 8%. In 2004, managed care functions were brought
back in-house and have successfully resulted in savings of approximately 10%. In 2005, we
anticipate that costs will remain flat, as applying a rate increase for service providers will offset
additional savings.

Funding for Every Child Succeeds ($900,000) and Friends of the Children ($640,000) is included in
the 2005 budget. We will attempt to get the state to fund these initiatives directly with TANF dollars
and to allocate them directly to these entities. Otherwise, we will have to put out a request for
proposals as ODJFS has recently advised, through our audit process, that we must follow the code of
federal regulations that requires us to bid social service contracts in excess of $100,000. This is a
change in practice, as the Ohio Department of Job and Family Services (ODJFS) currently advises
counties, through its Administrative Procedure Manual, that social services contracts are exempt from
bidding.

Metropolitan Sewer District (MSD). As a part of last year’s budget process, the Board adopted
a three-year rate plan for MSD. Under this plan, rate increases of 8.6% and 7.9% are to be
implemented in 2005 and 2006 respectively. Taking into account the Board’s budget goals, the 2005
rate increase of 8.4% for the full year would have been proposed. This 8.4% increase included



approximately 5.9% attributed to consent decree related costs and debt service. This leaves 2.5%
attributable to growth in operating costs and maintenance of existing infrastructure. Due to the delay
in adoption of the MSD rate increase, an additional 3.6% was added to the rate to generate the same
revenue that the 8.4% increase (effective January 1, 2005) would have generated. This resulted in a
12% rate increase effective March 31, 2005.

The majority of the rate increases is driven by the district’s capital program required under the consent
decree entered into with the U.S. Environmental Protection Agency (USEPA) in 2003. MSD has
maintained the rate commitment made last year despite dramatic increases in utility costs, $1.4 million
over the 2004 budget for gas and electric. Also, sewer repairs and inspection of existing lines rose by
more than $700,000 compared to the 2004 budget.

Revised rates planned for future years are 4% for 2006 (previously proposed at 7.9%) and 8.6% for
2007 (previously proposed 13.1%). The rate schedule will be reviewed annually, as a part of the
budget process, and can be adjusted each year as conditions merit. This multiyear approach will help
provide rate stability to the community and MSD. The administration will bring to the Board options
and recommendations for the oversight and management of the consent decree capital program.

Storm Water Utility. Under the leadership of the County Engineer, Hamilton County has moved to
create a storm water utility serving 44 of the county’s 49 jurisdictions. The utility was formed to assist
communities in reaching USEPA mandates related to storm water quality issues. Individual
communities are able to select several of the services they desire, as well as the method of payment
for the services. At this time, 42 of the 44 participating jurisdictions have selected services and a
method of payment.

Stadium-Riverfront funding. While the stadium-riverfront financing plan has benefited from a
stronger sales tax year and the recent insurance payment related to design issues, the stadium-
riverfront (sales tax) fund continues to face challenges. These challenges include projected deficits as
early as 2006 and continued uncertainty regarding state capital funding for the completed riverfront
projects. We are continuing to explore opportunities to move forward with The Banks project, a
mixed-used development on the riverfront between Great American Ball Park and Paul Brown
Stadium.

Review of Special Purpose Levies

The 2005 budget includes voter-approved replacement levies for the Mental Retardation and
Developmental Disabilities (MRDD) and Drake levies as well as the a new voter-approved levy for
the Cincinnati Museum Center. The budget also includes the Board-directed application of levy-
earned interest revenue to the special levies ($957,000), resulting in a reduction of the Children’s
Services levy (.04 mills).

At this point, there are no levies (new or renewal) for consideration in 2005. The Board members
have created a Healthcare Commission to review the county’s role in the funding and provision of
various types of healthcare. The work of this commission will likely include reviews of the multiple



county levies providing care to citizens and could affect the structure of future levies.

Children’s Services Levy. The Job and Family Services Children’s Services tax levy expenditures
will decrease as closeout bills for Magellan have been retired and cost savings resulting from bringing
those activities in-house are being realized. The budget also reflects savings in childcare as a result of
screening consumers for Title XX day care funds prior to the use of levy funds. Additionally, the
budget reflects a loss of $8 million of state pass-through childcare funding. The Children’s Services
levy funds a large number of county mandates. Should this levy fail, a significant burden would fall on
the general fund to replace this funding.

Cincinnati Museum Center Levy. In March 2004, voters approved a new five-year 0.20 mill levy
for maintenance, operation and repair of the Cincinnati Union Terminal Building, occupied by the
Cincinnati Museum Center. The new levy is anticipated to generate approximately $3.5 million
annually over the five-year term. A contract for the use of these funds has been developed and will be
brought before the Board for consideration.

Community Mental Health Service Levy. The 2005 anticipated expenditures for the Mental
Health Board levy are approximately $900,000 more than the levy plan to compensate for reduced
state funding and increases in Medicaid agency budgets. The resulting shortfall will be addressed
through the use of existing fund balance within the levy.

Mental Retardation and Developmental Disabilities Levy. The levy for the Board of Mental
Retardation and Developmental Disabilities (MRDD) expired at the end of 2004. On November 2,
2004, voters approved a new (replacement) 3.62 mills MRDD levy. The new levy will generate
approximately $68 million annually over the next five years, expiring in 2009. A contract for the use of
these funds has been developed and will be brought before the Board for consideration.

Health and Hospitalization Levy: University and Children's Hospital. The 2005 property tax
levy revenue estimate is less than the originally planned 2005 revenue. According to the County
Auditor’s office, this is primarily due to less tangible personal property tax receipts anticipated in
2005. Expenses for inmate healthcare exceed the levy plan due to an increased number of inmates
and increased costs for the Correctional Medical Services (CMS) contract. The costs for the
Children with Medical Handicaps Program are also increasing consistent with state code
requirements. As a result of less estimated revenue and increases in the mandated programs for
inmate healthcare and the Children with Medical Handicaps Program, 2005 funding for the other
recipients of the Health and Hospitalization Levy was reduced. The budget anticipates the use of levy
fund balance by the end of 2005. Further reductions in levy-funded programs may be necessary in
order to balance in 2006, the final year of this levy.

Health and Hospitalization Tax Levy: Drake Hospital. On November 2, 2004, voters passed
a 0.84 mill replacement levy. The new levy will generate approximately $16 million annually over the
next five years, expiring in 2009. The Board must still determine the annual distribution of the funds
between Drake Center, Inc. and other county entities, specifically the drug treatment operations.



Senior Services Levy. Expenditures for the Senior Services tax levy are approximately $1.9 million
more than the levy plan for the Council on Aging contract in order to eliminate the waiting list in 2005.
This $1.9 million increase is consistent with the information presented by the Council on Aging to the
Board in August 2004. The Council on Aging received an additional $1 million in 2004 to eliminate
their waiting list and to serve approximately 6,800 clients. The additional funds in 2005 will allow the
Council to serve approximately 7,500 clients or 1,500 clients more in 2005 than in the original levy plan.
Current projections for the balance of the levy plan for 2006 and 2007, however, indicate that
revenues may not be able to continue to support this increased level of service. Given the current
trends, it appears that the county will not be able to maintain its “no waiting list” policy for senior
services clients without some subsidy from another source or taking this levy to the voters early for
increased funding.

Restricted Fund Positions Summary. Restricted funds support 3,249.5 FTEs, a net decrease of 13
FTEs from the 2004 budget.

Review of Local Economic Conditions

Another component to the development of our 2005 operating budget is a review of the economic
conditions facing the community. According to the Partnership for Greater Cincinnati’s 2005
Economic Outlook, 1ssued in October, our local economy will continue to track the national economy
fairly closely. The national economic slowdown and recovery is also seen in the local economy. Local
employment, however, seems to be trending slightly better than the national average. This is a good sign
and is a cause for cautious optimism. The report projects regional economic growth of 3.8% for both
2004 and 2005 with regional unemployment remaining slightly below 5%.

Review of Budget Goals

Following this letter is a review of the 2004 Budget Goals and a presentation of the 2005 Budget Goals.
The budget summaries section of this document also provides an overview of the significant changes in
the 2005 budget.

Capital Improvement Plan

The Capital Improvement Plan (CIP) is transmitted along with the budget document. The Metropolitan
Sewer District’s portion of the county CIP is also included. The non-MSD portion of the CIP includes
17 projects in three different categories: approved, recommended, and potential. The Board
appropriates funds for capital projects on a project-by-project basis, thus no appropriation is included
in this budget.

Five-Year Plan

The budget document includes a five-year general fund spending and revenue plan for the 2005-2009
period. This planning document, developed in conjunction with departments, provides an overview of
existing and future service needs matched against revenue projections. It includes an inflationary
assumption of 2.3%.



Cost control

Given the county’s difficult financial outlook, cost control will be more important than ever. When
examining the county general fund spending by category over the past five years, the two largest
components, judicial and public safety, have grown steadily. Together these two categories account for
73% of the general fund budget. If the county is to bring general fund spending in line with the reality of
more limited resources, the Board will need to engage other elected leaders such as judges to examine
methods to control costs. One approach would be a staffing and docket management study of the
courts.

General Fund Expenditures
by Function, 2001-2005 Budget
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Revenue Options
In preparing the 2005 budget, various options were explored to bring additional resources into the
general fund. The following is a list of some of the ongoing options the Board might consider.

« Real Estate Assessment Fund. A 2003 state budget bill (H.B. 95) expanded the
allowable uses of the Real Estate Assessment (REA) fund. In 2004, the County Auditor
agreed to shift additional costs for the operations of the Board of Revision from the general
fund into the REA fund. Other costs, estimated at $400,000 per year associated with the tax
map and the geographical information system could be applied to the REA fund. Budget
Office estimates show that the REA fund with a balance of over $20 million at the end of
2004. Funding these related activities out of the REA fund could provide some relief to the
general fund, while not inappropriately burdening the REA. The Board and County Auditor
would need to agree to the application of REA funds to these uses.

« Auto Title Fund. During the development of the convention center expansion plan in 2003,
approximately $2.1 million was identified within the Auto Title fund. These funds are still
available and could be used for one-time expenditures. The Board could work with the Clerk



of Courts to access these funds. The projected fund balance in the Auto Title fund is now
over $3 million.

Communication Center cost sharing. The 2005 budget includes a $1.4 million subsidy of
Communication Center operations. Commissioners could reduce or eliminate this subsidy by
asking other system users to carry a more proportionate share of operating costs.

Further analyze all fees to see that they are current. While fee review is always part of
the budget process, additional review of all fees could identify fees that have not been
adjusted over several years and, as a result, may no longer correlate with the cost of the
services provided. For example, the dog license fees have not been adjusted since 2001.
Without fee adjustment or other initiative to increase revenue, a general fund subsidy of
$300,000 will be required to keep the Dog and Kennel fund positive.

Real Estate Transfer Tax. The local permissive real estate transfer tax could be increased
from 2.0 mills to 3.0 mills, the full amount permitted under state law. An additional 1.0 mill of
real estate transfer tax is estimated to produce $4.5 million per year.

Other special funds. In addition to the REA fund described above, elected officials, such as
the Sheriff, Prosecutor, Treasurer and various courts, have special funds that could help fund
activities currently paid by the general fund. In the case of certain funds controlled by the
Sheriff and the Prosecutor, the Board does not have appropriation authority. The use of these
funds would need to be explored jointly by the Board and the elected official.

Conclusion

We are proud to present this budget document to you. Many staff throughout the county contributed
countless hours toward the completion of the budget. Their commitment to public service is evident
through the hard work they put into the budget process and into the services they provide to citizens
every day. We also wish to extend our special appreciation to the budget office staff: Lisa Anderson,
Chris Berger, John P. Bruggen, Jim Cundiff, Lori Hallal, Jack Herbert, Paula Knecht, Al Landis, Karen
McFarland, Lois Reynolds, and Rob Wagner. Their dedication and expertise made this budget
document possible. A special thanks to the Commissioners and other elected officials for their
leadership, stewardship, and support through which Hamilton County will meet future challenges.

Sincerely,

Interi
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County Administrator Assistant County Administrator -
Administrative Services



Review of 2004 Budget Goals

We were successful in achieving all of the budget goals established for the 2004 operating budget as
detailed below. We have also attempted to identify any areas where the 2005 budget is significantly
different from the 2004 budget.

1.

The 2004 budget shall be submitted to the Board of County Commissioners in
November to allow sufficient review time for adoption by January 1, 2004.

The 2004 budget was submitted on November 25, 2003 and adopted on December 17, 2003.

The 2004 budget will be based on current tax revenue adjusted to reflect growth and/or
reductions anticipated in 2004.

A thorough review of revenue sources was conducted as a part of the development of the 2004
budget. Overall, ongoing general fund revenue has grown by only 5.3% from 2001 through
2005. This growth has not kept pace with inflation of 8.5% (Midwest urban CPI) during this
same period.

All special funds shall, to the extent possible, reimburse the general fund for both
direct and indirect costs.

As in prior years, we continue to insure that the general fund is properly reimbursed for all costs.

The 2004 budget will be utilized to coordinate special levies to ensure there is no
duplication of services and that the respective levies take responsibility for all
obligations.

As in prior years, we did an extensive review of whether the general fund was contributing
monies for programs/services for which a special levy exists. There are no significant shifts in
services between levies included in the budget.

The level of ongoing general fund revenue shall meet or exceed the level of ongoing
expenditures. New or expanded services will be separated from existing ones.

Both the adopted 2004 and 2005 budgets are structurally balanced with ongoing revenues
meeting ongoing expenditures.

The 2004 budget will maximize federal and state revenues through a detailed analysis
to ensure that all general fund expenditures are being appropriately identified and

charged to the correct federal/state program.

The 2004 budget reflects continued reductions in state funding to the general fund and restricted



funds, such as the Department of Job and Family Services. The 2004 budget continues to

maximize nonlocal revenue and to provide enhanced services, to the degree possible, given
limited state and federal funding.

The 2004 budget process will be utilized to develop a legislative agenda to address
items impacting our ability to administer effectively and fund required and/or
necessary programs. The budget process will include a review of the funding
opportunities and financial implications of programs/issues advanced by the Board of
County Commissioners. These include: the development of an economic development
agenda designed to increase sales tax revenues and to respond to demographic
changes to reverse the trend of people and jobs locating outside Hamilton County;
responding to measures necessary to improve and enhance Hamilton County’s
emergency and domestic terrorism preparedness and to respond to emergency storm
water and flash flooding issues.

The 2004 budget included:

+  $2 million for economic development initiatives.

« Continued funding of the Home Improvement Program (HIP) within Community
Development.

« Additional staffing in Emergency Management (EMA).

« Additional storm water-related staff in Soil and Water.

. EMA, along with various other public safety agencies, continued to seek grant funds
for emergency and terrorist preparedness initiatives.

« The newly formed Storm Water Management District developed a countywide
framework for addressing storm water issues.

«  MSD continued to develop long-term solutions related to wet weather impacts on the
county sewer system including the implementation in 2004 of residential water-in-
basement (WIB) abatement program.

« The Community COMPASS process continued with a significant focus upon shifting
economic and demographic trends.

« The budget continued funding of the Hamilton County Development Company
(HCDC) as the county’s economic development agent. HCDC works to attract,
retain, and expand business in Hamilton County along with operating the most
successful business incubator and small business loan program in Ohio.

« The Board hired the International Economic Development Council (IEDC) to assess
the county’s economic development polices, programs and priorities. IEDC’s initial
recommendations were presented in June; the final report was presented in October.

The 2004 budget process will include a review of funding opportunities to allow
Hamilton County to continue being a leader in providing necessary support services to

individuals transitioning from welfare to work.

The human services components of county government continued to be under significant financial



10.

11.

12.

stress. Significant re-organization has taken place within the Department of Job and Family
Services with the expressed goals of improving service, meeting the challenges of reduced state
funding, and implementing a realignment that allows the county to maximize state funding.

The 2004 budget process will carry out federal and state-mandated county
responsibilities in the most effective way. Hamilton County will continue to
aggressively pursue alternative funding sources for these mandates.

The 2004 budget addressed federal and state mandates. Departments and elected offices have
reduced many expenditures due to our constrained operating budget.

The 2004 budget process will reserve dollars for employee pay adjustments, if any,
according to the county’s normal procedure.

A 3% adjustment was included in the 2004 budget after a review of market conditions and
information from sources such as the Chamber of Commerce and other salary studies.
Consistent with the Board’s pay for performance system, the budget included a 3% merit
increase for nonbargaining unit employees and two 1% one-time supplements (for participating
departments).

The 2004 budget will hold the growth of general fund expenditures supported by locally
generated funds, expenditures supported by county controlled taxes, and locally set
fees under the rate of inflation.

The 2004 general fund budget contained a decrease of over $900,000 in expenditures
compared to the 2003 budget. Since 1999, general fund spending has remained below the
inflation rate. The general fund property tax rate remained at 2.26 mills. The same rate has
been maintained since 1932. The 2004 special purpose levies decreased by 0.36 mills. In
total, the Hamilton County effective property tax rate was reduced by 2.15%.

No new taxes or fees were included in the 2004 budget. The vast majority of County fees
remained unchanged in 2004. Fees, such as building inspection and MSD fees, that the Board
has previously tied to an inflationary index have been adjusted accordingly.

Through the 2004 budget, the county will continue to increase the undedicated general
fund reserves with a goal of reaching a reserve amount of 20% of the general fund by
2006.

The 2004 budget projected an ending balance within the general fund reserves ($25.9 million)
and the unreserved component of the Budget Stabilization fund ($7.5 million) equals $33.4
million or 13.8% of general fund expenditures ($242 million). Year-end estimates show that the
total general fund reserve reached only $29.6 million or 12% of ongoing general fund
expenditures. The 2005 budget projects an ending balance of $34.8 million, increasing the
reserve to approximately 14% of ongoing general fund expenditures.



13.

14.

15.

16.

17.

Beginning in 2004, Hamilton County will develop an annual Commissioners’ Report
Card to citizens.

In April 2004, county staff, along with the United Way, presented to the Board a State of the
Community report with specific emphasis on Hamilton County data. Additional Hamilton
County data was presented in mid- August. The county partnered with the United Way in the
process that culminated in the final report of the State of Community report distributed widely
this fall.

During 2004, the budget will provide for the development of a “gainsharing” program
modeled after successful programs in other organizations.

The development of a “gainsharing” program was included in the 2004 work plan. A staff team
developed a series of alternatives for Board consideration. Any costs related to the
development and implementation of the program will be absorbed through existing budgets
and/or through the general fund contingency. The 2005 budget provides funding for a
gainsharing program.

The 2004 budget will reserve $2 million for targeted economic development
investments that provide for acceptable rates of return on investment for the County.

The 2004 general fund budget includes $2 million reserved for economic development
initiatives. Funding is earmarked for previous Board commitments to economic development
projects: the Ancor connector ($900,000), Evo-Tech incentive ($250,000) and the Tall Stacks
Festival ($80,000 per year in 2005 and 2006).

Through Metropolitan Sewer District funds, the 2004 budget will support a county
representative for one year with the responsibility of reforming operations and
improving customer service provided by the Metropolitan Sewer District.

The 2004 MSD budget included funding ($150,000) for the requested operations and customer
service oversight.

The 2004 budget will support the implementation of recommendations of the Homeland
Security Commission as agreed to by the Board of County Commissioners.

The Board has accepted this report. Components, such as the purchase of personal protective
equipment (PPE) for first responders, creation of the joint regional emergency operations
center, and a pilot threat and vulnerability study of county facilities have made significant
progress. There has not been specific direction provided relating to other Homeland Security
Commission recommendations.



18.

19.

20.

21.

The 2004 budget should continue the county’s leadership in serving seniors by
continuing the elimination of waiting lists for services provided by the county’s Senior
Services levy.

In October 2003, the Council on Aging (COA) notified the county that the waiting list had
grown to 400 clients. As a result, the BOCC appropriated an additional $872,000 to the 2004
COA budget. In August 2004, the COA again notified the BOCC that the waiting list had
grown and the BOCC appropriated an additional $52,568 to address the issue. Itis
anticipated that the COA will serve approximately 6,800 clients in 2004 or 881 clients more
than anticipated in the original levy plan. Given current trends, it appears that the county will not
be able to maintain its “no waiting list” policy for senior services clients without some subsidy
from another source or taking this levy to the voters early for increased funding.

The 2004 budget will provide for efforts to complete the collection of Paul Brown
Stadium overrun costs from responsible parties.

The 2004 budget included funding for services related to the cost overrun recovery effort. In
October 2004, the county received a payment of $14.25 million as a part of an agreement with
the insurance company representing various design professional entities.

The county will work to meet with the City of Cincinnati, as needed, at no more than
four times during 2004 to explore opportunities to keep costs down and minimize
overlap in services provided to citizens.

The 2004 work plan for the Commission and administration included continued meetings and
collaboration with the City of Cincinnati.

Increase county revenue by pursuing changes in state law that provides counties with a
voice in the approval of tax increment financing (TIF) districts.

A change in state law regarding the role of counties in the establishment of tax increment
financing (TIF) districts was passed in 2004. The legislation provided that counties have the
opportunity to receive a portion of the tax increment generated within TIF districts due to
revaluation growth.
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2)

3)

4)

2005 Budget Goals

The primary challenge confronting the County are its loss of jobs and population, items
that help address these challenges shall be given funding priority.

The budget and various initiatives funded within it begin to bring greater focus on efforts to stem the
loss of population and jobs and make county government more cost effective and responsive. This
will become an overarching policy consideration in the 2005 budget and beyond.

The Board intends to improve customer service in 2005. The budget should reflect this
customer service focus. Customer service programs to be funded include reforming the
County permit process, implementation of the Secret Shopper program, implementation of
the 946-INFO customer service countywide information number (which could serve as a
platform for a future countywide 311 system, if feasible) and the development of a more
user friendly website.

The county’s pilot secret shopper program is underway and a request for proposals for vendors to
assist in the countywide program is currently being developed. The 2005 budget provides funding
for implementation and start-up of the permanent secret shopper program and other customer
service enhancements within the Commissioners’ initiatives ($200,000). Funding within the
Commissioners’ initiatives of $300,000 is provided for improvements to the permit process and
development of a one-stop development initiative. Funding for the enhanced countywide
information number is also provided in the Commissioners’ initiatives in the amount of $100,000.
Improvements to the county website are supported within the Commissioners’ initiatives ($50,000)
and staff resources will be applied from the Regional Planning department to lead this effort.

The 2005 budget will include a gainsharing program that will encourage savings during the
budget year by rewarding employees who save taxpayer money in 2005.

A pilot gainsharing program has recently been launched with a countywide program expected to
follow. Staff resources from Regional Planning, Administrative Services and County Administration
will be used to support the program.

The 2005 budget shall provide support services to implement leveraged buying for all
departments under the Board and de partments under elected officials.

The 2005 budget includes two additional staff within Purchasing (Administrative Services) to
support leveraged purchasing initiatives. One position was recently approved by the
Commissioners and another will be transferred from another County department under the Board.
Staft has begun additional training and work with private sector purchasing professionals to increase
leveraged buying among county agencies.



S) The County will work with other funding partners to begin the Banks development project
in 2005; provided that it is able to do so without further jeopardizing the solvency of the
Stadium sales tax fund.

6)

County staff will continue to work collaboratively with the City of Cincinnati, the Port Authority, and
the Cincinnati Center City Development Corporation (3CDC) to move forward with The Banks
project, a mixed-used development on the riverfront between Great American Ball Park and Paul
Brown Stadium.

The 2005 budget shall provide support services for the four Board-created, citizen-led task

forces:
[ ]

Economic Development Task Force — evaluate and suggest reforms to the
County’s economic development practices to help reverse population and
private sector job declines.

The 2005 budget provides staff resources from Regional Planning and Administrative
Services to assist this task force.

Health Care Review Commission — evaluate and suggest reforms to the
County’s health care financing practices (specifically focusing on the Indigent
Health Care levy and the Drake levy) to assure continued quality care while
reducing the tax burden on Hamilton County taxpayers.

While the 2005 budget includes $90,000 to support the Health Care Review
Commission, funding from non-general fund sources will be sought as a first option.
Staff resources from Administrative Services will be provided to support the efforts of
this commission.

Managed Competition Committee — develop and implement a plan to evaluate
all county services and operations for potential benefit from a private/public
bidding process, and oversee a managed competition process for those services
and operations, which are deemed appropriate.

While the 2005 budget includes $85,000 to support the Managed Competition
Committee, funding from non-general fund sources will be sought as a first option. Staff
resources from Administrative Services will be provided to support the efforts of this
committee.

Tax Levy Review Committee — evaluate and suggest reforms to the County’s
policies and procedures for approving special levies to reverse the increase in
and reliance on, tax levy funding of countywide services.

Staff resources from Administrative Services will continue to be provided to support this
committee.



7)

8)

9)

The 2005 budget shall provide sufficient resources for the development and distribution of
a countywide report card to citizens.

Production of a county report card to citizens is supported within the Commissioners’ initiatives
($50,000) and staff resources from Regional Planning, Administrative Services and County
Administration will also be tapped to assist in this effort.

The County will work to encourage consolidation of services with other local governments
throughout Hamilton County, including, but not limited to:

a) Consolidation of the Metropolitan Sewer District

b) Creation of a countywide one-stop for development opportunities

The 2005 budget includes funding flexibility to support these initiatives. Specifically, funding for
one-stop development and building permit process improvements ($300,000) is provided within the
commissioner initiatives. Staff resources from Regional Planning and Building Inspections have also
been identified to assist in implementation. In terms of Metropolitan Sewer District consolidation,
this is largely a policy level issue to be discussed with the City of Cincinnati. Budgetary implications
are uncertain at this time.

The 2005 Budget will capture any savings resulting from a full evaluation and realignment
of IT support for the Board of Commissioners’ offices, as recommended by A.T. Hudson.
This is estimated to save up to $50,000 annually.

A $50,000 reduction has been implemented within the Board’s 2005 budget.

10) The 2005 budget will provide a vehicle for employee raises to departments willing to

cooperate in countywide cost savings measures, including the County’s leveraged
purchasing and gainsharing programs.

A general fund wage increase of 2% is effective April 1, 2005. The cost associated with the wage
increase is $1.5 million to the general fund. Consistent with the pay for performance compensation
system, a 1% supplemental salary adjustment is also included for all departments. The cost of the
1% supplement is approximately $1,170,000 on a one-time basis.

11) Through the 2005 budget, the County will continue to increase the undedicated general fund

reserves with a goal of reaching a reserve amount of 20% of the general fund by 2006.

The 2005 budget projects an ending balance of $34.8 million, increasing the reserve 2% to
approximately 14% of ongoing general fund expenditures.

12) The 2005 budget will be based on current tax revenue adjusted to reflect growth and/or

reductions anticipated in 2005.

A thorough review of revenue sources was conducted as a part of the development of the 2005
budget. Since 2000, the amount of actual revenue coming into the general fund has declined



significantly. Over the past five years, the average sales tax growth has been 1.3% with actual
declines in sales tax revenue in 2001 and 2003. Also during this time period, interest earnings have
declined dramatically. Since 2001, interest earnings revenue has declined over 50%, an annual loss
of $12 million to the general fund. This trend is likely to continue in 2005 and beyond. Current
projections show continued slow growth in sales tax, declining Recorder’s revenue (down from
previous all-time highs), and stagnant interest earnings. In addition, there continues to be concern
that the state may take action to reduce or eliminate the Local Government Fund (LGF). The LGF
accounts to $25.2 million or 10% of Hamilton County’s general fund revenue.

General Fund Revenue (2000-2004)
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13) All special funds shall, to the extent possible, reimburse the general fund for both direct

and indirect costs.

As in prior years, we continue to insure that the general fund is properly reimbursed for all costs.

14) The 2005 budget will be utilized to coordinate special levies to ensure there is no

duplication of services and that the respective levies take responsibility for all obligations.

As in prior years, we did an extensive review of whether the general fund was contributing monies
for programs/services for which a special levy exists. There are no significant shifts in services
between levies included in the budget.

15) The level of ongoing general fund revenue shall meet or exceed the level of ongoing

expenditures. New or expanded services will be separated from existing ones.

The 2005 budget is structurally balanced with ongoing revenues meeting ongoing expenditures.

16) The 2005 budget will maximize federal and state revenues through a detailed analysis to

ensure that all general fund expenditures are being appropriately identified and charged to
the correct federal/state program.



The 2005 budget reflects continued reductions in state funding to the general fund and restricted
funds, such as the Department of Job and Family Services. The 2005 budget continues to maximize
nonlocal revenue and to provide enhanced services, to the degree possible, given limited state and
federal funding.

17) The 2005 budget process will carry out federal and state-mandated county responsibilities
in the most effective way. Hamilton County will continue to aggressively pursue
alternative funding sources for these mandates.

The 2005 budget addresses federal and state mandates. Departments and elected offices have
reduced many expenditures due to our constrained operating budget.

18) The 2005 budget will separately hold under the rate of inflation a.) the growth of general
fund expenditures supported by locally generated funds, b.) total dollars generated by
special levy taxation, and c.) locally set fees (excluding MSD rate increases driven by the
Federal Global Consent Decree). In calculating the rate of inflation and the total dollar
amount, the County shall use 2003 as a base year, and use the Bureau of Labor Statistics’
Midwest Urban inflation rate to calculate the rate.

a) The chart below depicts Hamilton County’s performance in terms of general fund spending and
budget since 2003.

General Fund Expenditures & Inflation Goals
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b) The total dollars generated by special levies for 2005 has increased above the rate of inflation.
This is due to voter-approved increases to the MRDD levy, the new Museum Center levy, and the
continuation (although at a reduced funding level) of the Drake levy.

¢) In addition, MSD rates included consent decree related costs plus operational cost growth within
the projected 2005 and 2006 rate of inflation (2.5%).



General Fund

Non-Recurring Expenditures and Revenues

2005 Budget

Revenue Expense
Department Item Description Amount Amount
Administrative Microsoft Active Directory installation 140,000
Services - HAMCO
Board of County Board initiatives 1,000,000
Commissioners
Communications Lump sum payment for 06 and 07, received in 05 2,400,000
Center
County Administrator Revenue from real estate trade with Cincinnati 300,000
County Administrator Contract services - aviation contract 100,000
County Facilities B&B parking lot improvements 300,000
County Facilities Electrical panel verification project 731,000
County Facilities 2004 reimbursement from Community 50,000
Development
Economic Outside funding ($640K), Port Authority ($35K), 1,175,000
Development Cincinnati USA Partnership ($250K), Northern
Cincinnati Convention and Visitors Bureau
($250K)
Juvenile Court 2004 reimbursements received in 2005 1,020,000
Juvenile Court/ Portion of Prevention, Retention and Contingency 1,250,000
Probation (PRC) program revenue
Probation Billing of expenses from GF to fees account 1,500,000
Public Defender 2004 reimbursements received in 2005 357,228
Veterans Services