The 2009-10 Budget

An economy in contraction




What is the City Budget?

» The Sterling Budget is adopted each April by the Council.
» The Budget/Fiscal year runs from May | to April 30t

» 24 Separate Funds make up the Budget

» Each retirement plan (IMREF Fire, Police & Social Security) has
its own fund

» Programs that pay for themselves have their own funds (Solid
Waste and Wastewater)

» TIF Districts have their own funds

» Some Boards have their own fund (Band, Coliseum, Foreign
Fire, Library, Sterling Industrial Development Commission)

» The largest fund is the General Fund, which makes up
more than half of the City’s Budget



What is the General Fund?

» The General Fund encompasses Administration/Finance,
Building & Zoning, City Clerk, Fire, Police, Fire-Police
Commission, Public Works and Mayor & Council.

» Most of the revenues for the General Fund come from
Sales Tax, Property Tax, Shared State Income Tax, Shared

State Replacement Tax, Use Tax, Interest & Income and
Donations



Why is this year such a challenge?

»  Our General Fund is highly dependent on the economy of both Sterling and the State.

» Sales Taxes make the largest portion of our budget. If people are spending less to save or
because they don’t have the income, we lose sales tax revenues. We don’t have exact local
figures due to a reporting lag at the State level, but we know:

» U.S.auto sales tumbled |8 percent and GM had its worst year in nearly a half-century. -
AP 1/6/2009

» Analysts had predicted a |.2 percent drop in December sales from the previous month.
Instead, sales tumbled twice that, by a seasonally adjusted 2.7 percent. That put sales for
December 2008 at 9.8 percent lower than the same month a year before.The biggest
driver of the fall took place at the gas pump, where gas station sales tumbled 15.9 percent.
If that fall is taken out of consideration, other retailers' sales fell 1.5 percent. With
consumer spending making up more than two thirds of the economy, that's even more

worrying for economists, who still predict the recession to last into late 2009. -US News &
World Report 1/14/2009

» The funds we receive from Income Taxes are directly related to the corporate and individual
income taxes paid to the State. The State sets aside 10% of income tax for distribution to
cities based on population. Obviously, as the State’s business and personal income tax
receipts drop off, so does our share. The lllinois Comptroller’s office reports December 2008

> Income Tax receipts are 7% less than December 2007.



Why is this year a challenge? (part 2)

» Actual revenues are declining while most expenses are
increasing

» Major Operational General Fund Revenues

08-09 Budget 09-10 Estimate $Change % Change
Sales Tax $ 3,378,400 $ 3,376,549 $ (1,851.15) -0.1%
Income Tax $ 1,481,117 $ 1,441,070 $  (40,046.60) -2.7%
Property Tax $ 1,221,146 $ 1,304,853 $ 83,707.00 6.9%
MFT (non-GF) $ 457,000 $ 410,175 $  (46,825.20) -10.2%
Replacement Tax $ 391,400 $ 315,782 $ (75,617.51) -19.3%
Investments $ 247,500 $ 230,000 $ (17,500.00) -7.1%
Use Tax $ 212,600 $ 219,904 $ 7,303.60 3.4%
Interest $ 69,400 $ 20,000 $  (49,400.00) -71.2%



Why is this year a challenge? (part 3)

» Needed Fiscal Year 2009-10 Spending Changes

Major GF Expense Change$8-09 Budget 09-10 Estimate $Change % Change
Police & Fire Pension $ 520,364 $ 568,388 $ 48,024.00 9.2%
(incl Replacement Tax)
Merit/Step Increases $ 5,087,164 $ 5,163,471 $ 76,307.46 1.5%
Health Insurance $ 875,000 $ 953,750 $ 78,750.00 9.0%
General Insurance $ 358,438 $ 390,697 $ 32,259.00 9.0%
subtotal $ 6,840,966 $ 7,076,306 $ 235,340 3.4%




Bottom Line?

Major Year-to-Year Change 08-09Budget 09-10Estimate $Change % Change

Major GF Revenue Changes $ 7,458,563 $ 7,318,333 $ (140,230) -1.9%

Major GF Expense Changes $ 6,840,966 $ 7,076,306 $ 235,340 3%
Less to Spend Next Year from this Year $ (375,570)

AT his is before:
AAny costs for cost of living increases
Mecline in donations
ACuts from the State

ACensus 2010 losses
Kurther declines in the economy



10 Year Revenue Trends
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10 Year Revenue Trends
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10 Year Revenue Trends
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10 Year Expense Trends

City Contributions to Fire & Police Pensions
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10 Year Expense Trends

Insurance Costs to the City
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10 Year Expense Trends

9Years of General Fund Wages
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10 Year Revenue vs. Expense
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Revenue vs. Expense Trend
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Where does all the General Fund money go?

Expenses W 61.3% Personnel

m [2.0% Capital Project

m 3.8 % Equipment
m 3.4% Liability Insurance
M 2.0% Lease Payments

Personnel 61.3% m |.8% Fuel for CGH, UNIT 5 etc

(reimbursed)
m |.6% Vehicle, Bldg, Lighting, Traffic

Maint.
m |.4% Miscellaneous Charges

W 1.3% Other Improvements
(sidewalks, curbs, striping, etc)



Where does all the General Fund money go?

Expenses

Personnel 69.7%

W 69.7% Personnel
m 4.3 % Equipment

m 3.8% Liability Insurance

W 2.3% Lease Payments

m 2.0% Fuel for CGH, UNIT 5 etc

ﬁreimbursed)
m 1.9% Vehicle, Bldg, Lighting, Traffic

Maint.
W |.6% Miscellaneous Charges

m 1.5% Other Improvements

ﬁsidewalks, curbs, striBi nF, etc)
m 1.5% Street Lighting, Utilities, Phone

M [.0% Fuel



General Fund

Expenses

M Police Department

M Public Works

® Non-Departmental

B Fire Department

® Code Enforcement
Finance/Admin

m City Clerk

® Mayor & Council
Plan Commission

" Fire-Police Commission




Changing the Situation

» Reminder:We are public employees and work for the
citizens

» It is our job to deliver services as effectively and
efficiently using their tax dollars

» We can’t always expect citizens to readily accept tax
increases, particularly as many of them are in worse
financial situations than they were in just | year ago.

» Don’t expect or feel entitled to the status quo when
everything is changing around you. We can’t always
change the situation, but we can make the most of it.



Unemployment

» Whiteside County November 2007 — 5.3%

» Whiteside County November 2008 — 7.8%



Whiteside County
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Unemployment

Job-killing recession racks up more layoff victims

Jan 26 03:51 PM US/Eastern
By JEANNINE AVERSA
AP Economics Writer job
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WASHINGTON (AP) - The recession is killing jobs at an alarming pace, with tens of thousands of new layoffs
announced Monday by some of the biggest names in American business—Pfizer, Caterpillar and Home
Depot.

More pink slips, pay freezes and other hits are expected to slam workers in the months ahead as companies
desperately look for ways to survive.

"We're just seeing the tip of the iceberg—the big firms," said Rebecca Braeu, economist at John Hancock
Financial Services. "There's certainly other firms beneath them that will lay off workers as quickly or even
quicker."

Looking ahead, economists predicted a net loss of at least 2 million jobs—possibly more—this year even if
President Barack Obama's 3825 billion package of increased government spending and tax cuts is enacted.
Last year, the economy lost a net 2.6 million jobs, the most since 1945, though the labor force has grown
significantly since then.

he unemployment rate, now at a 16-year high of 7.2 percent, could hit 10 percent or higher later this year o

next year, under some analysts' projections.

Obama called on Congress Monday to speedily enact his recovery plan, warning that the nation can't afford
"distractions" or "delays."

With the recession expected to drag on through much of this year, more damage will be inflicted on both
companies and workers.



Headlines

Retail sales plummet 2.7 percent in December AP Associsted Press

Jan 14 0310 PM US/Eastern
By MARTIN CRUTSINGER
AP Economics Writer

WASHINGTON (AP) - Retail sales plunged far more than expected in December, ending a dismal holiday
season with a record sixth straight monthly decline, and there's no relief in sight as consumer demand
remains weak.

The Commerce Department reported Wednesday that retail sales dropped 2.7 percent last month, more than
double the 1.2 percent decline that Wall Street expected.

The December plunge in sales, which followed a November drop revised downward to 2.1 percent, confirmed
private sector reports that retailers had suffered their worst holiday shopping season since at least 1969.

For the entire year. retail sales were down 0.1 percent. a sharp turnaround after a 4.1 percent gain in 2007_ It
was the first time the annual retail sales figure has fallen on government records going back to 1892 Before
2008, the weakest year for retail sales had been an increase of 2.4 percent in 2002, the year after the 2001
recession.

Another report from the Federal Reserve showed that the economy started the new year on weaker footing.
Consumers cut back, hurting retail sales and forcing factories to cut production.

"Overall economic activity continued to weaken." the Fed concluded in a report based on information
collected between late November and Jan. 5.

The weakness in consumer spending has been a prime contributing factor to the economy's current swoon
and analysts say they don't see that turning around soon. They predict the current recession, already the
longest in a quarter-century, will continue at least until the second half of this year.

In a separate report, the Commerce Department said businesses cut their inventories by 0.7 percent in
November, the largest decline in seven years and the third straight month that stockpiles were reduced as



Oakland, California, Deficit Seen As Similar To Those Afflicting Many Cities.

The San Francisco Chronicle (12/24, Heredia) reports, "Oakland Mayor Ron Dellums said today that the city's dire financial predicament
will only get worse over the next few years necessitating a combination of cost cutting and raising taxes." The problem is said to be
common to "cities around the Bay Area and the nation" which "are facing deficits due to rising costs of public services, lax monitoring of
spending, a downturn in tax revenues and overly optimistic revenue projections." In Oakland's case, Mayor Dellums said the deficit
"could balloon by 2012 to nearly $113 million, with revenues that year projected to be $456 million and expenditures at $569 million."
The deficit is blamed on a reliance on "property transfer taxes which have dwindled with the mortgage meltdown" as well as
"floundering” retail sales taxes and rising "costs of providing police and fire service and maintaining parks and other basic city services."
Dellums "called on the City Council to work with him to make cuts and look for ways to increase revenues." Dellums suggested "city
office closure days, increasing employees' contributions for health insurance, reducing city subsidies, and raising sales, parking and hotel
taxes," and possibly reducing the police force.

Mesa, Arizona, Chooses Overhaul Of City Operations Over Secondary Property Tax.

The Arizona Republic (12/24, Nelson) reports, "Mesa officials have considered imposing a secondary property tax to deal with the latest
budget crisis but believe their first step should be a drastic overhaul of city operations, Mayor Scott Smith said Tuesday." The City
Council adopted "a package of proposals designed to cut the city's spending by about $61 million between now and mid-2010.The steps
included eliminating 343 positions, an across-the-board 2 percent pay cut for remaining city emPonees and reductions in humerous
public services." The Mayor said that enacting a secondary property tax was "sort of fool's gold" because it would be a year before the
revenue appeared.

Macomb County, Michigan, Seeks To Balance Budget By Making Deal With Unions.

The Detroit Free Press (12/24, Neavling) reports, "The Macomb County government appears on the verge of a deal with labor unions to
save hundreds of jobs and numerous services to seniors, lower-income families and farmers. The Board of Commissioners gave union
leaders one week on Tuesday to hammer out final details of a contract that would include major cuts in pension and health care benefits
for more than 2,000 employees." The county commissioners "must erase an $18.9-million deficit by year's end to balance the 2009
budget." Should the union leaders be able to find $10 million in savings, "Democratic commissioners have agreed to raise taxes by 0.4
mill early next year to generate $10 million."

Hamilton County, Ohio, Reduces Budget By $32 Million.

The Business Courier of Cincinnati (12/23, Monk) reports, "Hamilton County Commissioners Monday adopted a $1.2 billion budget that
reduces general fund spending by more than $32 million and eliminates hundreds of jobs but realigns spending to preserve sheriff
patrols." While "the final number of job cuts isn't yet known," it "won't likely exceed 500, said Bridget Doherty, an aide to Commissioner
David Pepper." The budget also includes "a waiver of raises for county commissioners and their staffs and the implementation of 10-day
furloughs for those employees." The total amount is said to be less than was spent in 1999.
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Kansas City Holds Public Meeting To Discuss Financial Situation.

The Kansas City Star (12/23, Horsley) reports, "About 100 people turned out Monday to argue over trash fees, regional charges for
Kansas City amenities and other approaches to the city's looming financial problems. One likely solution -- laying off 100 or more
employees from city government -- was barely discussed." Mayor Mark Funkhouser held a "Forum on Financial Preparedness," to be "the
beginning of a community conversation on how Kansas City can deal with the current financial crisis and the city's own chronic inability
to cover costs with existing revenues." At the meeting, "directors with the PFM Group...told the crowd the city's annual shortfall will rise
to more than $100 million annually in a few years if city leaders don't get a handle on labor costs and figure out a way to raise new
revenues." One of the directors "said she thought Kansas City was the only city of its size that doesn't charge a trash fee, which could
raise $20 million."

Expert Says As Many As Ten Local Governments Will Declare Bankruptcy Next Year.

Bloomberg News (12/23, Mysak) reports that John Moorlach, "the accountant who predicted the nation's largest municipal bankruptcy,
says as many as |0 insolvencies will roil the $2.7 trillion U.S. market for state, county and city debt next year as public finances worsen
amid calls for federal aid to state and local governments." Moorlach successfully predicted Orange County, CA's bankruptcy in 1994. Now
he is cited saying that "as many as four cities in the Golden State and six others nationwide may seek court protection from creditors
next year under Chapter 9 of the bankruptcy code, the section devoted to municipal governments."

Manassas, Virginia, Consolidates Divisions, Slashes Summer ProgramsTo Save Money.

On the front page of its Prince William section, the Washington Post (12/18, PW 1, Buske) reports that the Manassas City Council has
approved "a citywide government reorganization that includes consolidating departments, cutting summer programs and slashing jobs."
The city will pare down 12 divisions "into seven, and all summer programs through the Manassas Recreation and Parks Department,
except the operation of Stonewall Park pool, will be eliminated." Overall, this plan is expected to save about "$2.5 million over the next
year-and-a-half." The budget deficit for the same period is expected to be $5.4 million. By reorganizing, the city hopes to keep "property
tax bills flat."

California Cities, Towns Facing Bankruptcy.

The Wall Street Journal (12/18,White) reports that the cities of Isleton and Rio Vista, CA, are "fighting to avoid" filing for bankruptcy, as
the City of Vallejo, CA, did earlier this year, and "became the nightmare scenario for towns across the state facing...foreclosures, debts,
pension obligations, and the inability to raise money on bond markets." Currently, "California's troubled towns can't expect much help
from the state." On Dec. |7, "a state board voted...to shut off $3.8 billion in financing to hundreds of infrastructure projects to preserve
cash." Policy analyst Marie Ann O'Malley, of the state's Legislative Analysts Office, "says that distressed cities could turn to county
governments to take over some services," but because "many counties" are "also hurting financially, that option is limited." Yet "another
option" would be for cities to "dissolve themselves, she says.” That would also involve "county officials taking over city services and
orchestrating a recovery." The Los Angeles Times (12/17, Rau, Halper) also covered the story.
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Chillicothe, Missouri, Changes Health Insurance Coverage To Save $110,000.

The Chillicothe (MO) Constitution-Tribune (12/16) reported the Chillicothe City Council has approved new health insurance coverage
that is "three steps down from the current level." If the city chose to stay with its current plan, it would have seen "a 26 percent increase
in its premiums." Under the new plan, city "employees will only see a 6.7 percent inflation increase along with slightly higher deductibles
and copays," which will save the city more than $110,000.The city administrator said Chillicothe "would see a 26-percent increase in its
premiums" if the coverage remained unchanged.

Crossville,Tennessee, City Council Examines Ways To Reduce Spending.

Tennessee's Crossville Chronicle (12/16,Young) reports that the Crossville City Council is examining "ways to reduce spending for the
current budget with sales tax revenues down, but" is "also thinking ahead to plan for work on the upcoming 2009-2010 budget." This
year, "overall city revenue collections are down just under five percent from budgeted estimates,” and "sales tax collections continue to
be lower then collections from one year ago." Early in 2009, "work on the city's new budget will get underway by staff and managers,"
with the city council taking "up the draft budget by early spring." At the regular December meeting, "council members said cuts would
come from equipment purchases and capital spending and not from city employees, as the council wants to maintain the current level of
services to city residents." Meanwhile, to save money, "the city recently completed a series of energy audits on seven city buildings" and
will implement some recommendations.

Canton, Ohio, City Council Considers Buyout Plan, Pay Freezes To Address Budget Gap.

Ohio's Canton Repository (12/16, Balint) reports that no members of the Canton City Council "voiced opposition in committee
Monday night to a proposed 2009 general fund budget that includes a buyout plan and pay freezes." According to a budget worksheet
distributed by Service Director Thomas Bernabei last week, should an "early-retirement plan and other measures...not close the budget
gap between estimated expenditures and revenue, the last resort would be possible 'involuntary reductions of the workforce, or layoffs.
In addition, "under the proposed budget, pay raises would be suspended in 2009 for elected officials and nonunion employees, including
department heads and the police and fire chiefs." In order "to meet payroll and other expenses in early 2009, Bernabei is requesting that
council pass legislation to issue anticipatory notes of $2 million in the general fund." Bernabei also anticipates an even "gloomier budget
picture...in 2010."

Frederick County,Virginia, Administrator Proposes Budget Cuts Affecting Firefighters.

Virginia's Winchester Star (12/16,Tayloe) reports that on Dec. |5, Frederick County Administrator John R. Riley, Jr. "announced proposed
budget cuts that will affect the county's 350 volunteer firefighters." In order "to offset a $4 million shortfall in this fiscal year's
$245,843,255 budget, Riley and the Board of Supervisors are considering $1.68 million in cuts across all county departments." According
to the Star, "the biggest reduction to the county Fire and Rescue Department's approximately $7.62 million budget would come from its
$240,720 Volunteer Incentive Program (VIP), which the county government was supposed to begin funding this year." In addition to "the
proposed VIP cut, Riley announced a potential $50,000 cut to the Fire and Rescue Department's capital improvements program, and said
two vacant positions in the department would not be filled." Riley further "asked all county departments, including Fire and Rescue, to
prepare for up to |5 percent budget cuts next year."
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Cape Coral, Florida, Councilman Warns Appointee Candidates Of "Difficult” Year.

Florida's Fort Myers News-Press (12/14) reported that Cape Coral City Councilman Tim Day is predicting "the next year may be the
most difficult the city government has ever faced," and anyone who "fills a vacant seat on the City Council...won't have room for a
learning curve." He also predicted "hard decisions to make come budget time." The council was expected to select "one of eight
applicants” for the council seat, vacated by "departing Mayor Eric Feichthaler." The News-Press pointed out that "assessed property
values dropped 26 percent in Cape Coral this year," and "many expect a similar drop this coming year."

Lawrence County, Ohio, May Create Final Budget Early Due To Expected Shortfalls.

Ohio's Ironton Tribune (12/14) reported that in Lawrence County, commissioners are expected to begin work on a budget in which
"requests for appropriations thus far have outpaced resources by $2 million." Because shortfalls are expected, Commissioner Jason
Stephens "said he would like to have the permanent spending plan approved by the end of the year, instead of waiting until after 2009
begins so that each officeholder knows what they have to spend before the New Year begins." Ohio law "requires counties to have a
temporary budget in place by Dec. 31," and allows them to wait until March 31 for a permanent budget.The Tribune noted that
"number-crunching is likely to begin Tuesday at the commission's weekly work session."

Finances For Three Oaks, Michigan, To Be Assumed By State.

The Chicago Tribune (12/14, Jones) reported that Three Oaks, Ml, a 1,800-resident "vacation magnet for Chicagoans,” is "flat-busted,
belly-up broke," after "years of spending way more money than it had" and will have its financial affairs assumed by the state, "which has
some pretty whopping problems of its own to handle." Bret Witkowski, the Berrien County treasurer, said, "l think you're going to see
more of this happen," noting that "communities [are] struggling with the effects of mortgage foreclosures, declining home values,
investment losses and the overall economic crisis." He is "part of a team of local officials trying to make sense of Three Oaks' budget
mess.

Louisville, Kentucky, Delays Projects, Training To Eliminate Budget Deficit.

Kentucky's Louisville Courier-Journal (12/12, Klepal) reports, "Louisville Mayor Jerry Abramson unveiled a plan yesterday to eliminate the
city's projected $20 million budget deficit in part by delaying more than 40 building projects, pushing back training classes for police and
firefighters, and closing a downtown firehouse. But the plan does not call for laying off metro government employees. Nor does it raise
taxes or fees, or cut money earmarked for social service agencies that help the poor and unemployed." Abramson said that "the plan
accomplishes his goal of spreading the cuts' impact. Services to citizens have been reduced, most notably $1.4 million in road-paving
projects, along with library and community center closings. The mayor and his top management staff have taken a 10 percent pay cut."
Abramson also "said his team has contingency plans in case the economy worsens and the deficit grows."

South Beloit, lllinois, Turns To Spending Conservation To Address Budget Shortfall.

The Rockford (IL) Register Star (12/9, Fritscher) reports, "A slowly growing $200,000 budget shortfall has [South Beloit] officials
adjusting their spending. City_Council members are expected to meet early_next month to continue discussions on additional avenues _
for spending conservation, possible fee increases and ways to balance the $4.83 million budget." To save money, the police department is
"%t purchasing new vehicles," and the city "is looking to eliminate seven cell phones from the city's contract.”
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Three -Day Unpaid Furlough Expected To Save Cook County, lllinois, $15 Million.

The Chicago Sun-Times (12/5, Konkol) reports that "Cook County President Todd Stroger's proposed budget calls for shutting down county
government for three days next year." On May 22, July 6,and Nov. 27 "all county employees will be required to take unpaid days off," while
"non-union employees will have to take up to four more unpaid days off throughout the year." According to Stroger spokesman Gene
Mullins, "the furlough days will save about $15 million needed to balance the budget." In addition, Mullins said that Stroger "has been in talks
with finance committee chairman John Daley about possibly eliminating cost of living increases that the board approved for non-union
employees last year."

Report Underscores Fiscal Strains On State, Local Governments.

The Financial Times (12/5, Bullock) reports, "State and local governments across the U.S. are grappling with bulging budget deficits and
clamoring for federal aid as the economy worsens and lending remains tight." A report by the National Conference of State Legislatures, "a
bipartisan research group," notes that "California, which faces an $11 billion deficit that is projected to rise to $28 billion by 2010, declared a
fiscal emergency this week. lllinois has warned it has $4 billion in overdue payments ranging from rent to Medicaid costs. City hall in Atlanta,
Georgia, which faces a $50-$60 million shortfall, will close on Fridays from next week. Most city employees are going to a 36-hour working
week." The report "says deteriorating revenues in nearly every state are the main culprit behind fiscal conditions," and notes "most states
are required to enact balanced budgets, and state and local government officials have been calling for federal aid for months. State governors
were on Capitol Hill this week lobbying lawmakers for help and meeting Barack Obama, the president-elect."

Benicia, California, City Council Cuts City Operations, Big  -Project Funds To Save Money.

The San Jose (CA) Mercury News (12/5,York) reports that the Benicia City Council unanimously voted "to protect the city's nearly $6.5
million budget reserve by cutting more than $900,000 in spending.” The spending cuts are focused "primarily" on "reductions to city
operations and big-project funding. Between unexpected fund carry-overs from last year, the spending reductions, and some accumulated
savings above the city's mandated 20 percent reserve, the city will cover a $1.4 million shortfall." Meanwhile, "council members directed staff
to put together a contingency plan in case of revenue declines and unexpected new expenses," while "Mayor Elizabeth Patterson asked for
monthly finance updates." City finance director Rob Sousa said "Benicia had, so far, fared comparatively well in the current economic
downturn," but "acknowledged that the city's proposed new community center...will not open this or the early part of next year, as
planned."

Virginia Cities, Counties Prepare For Expected Shortfalls.

Newport News,Virginia's Daily Press (12/3) reports "that tax revenue for local governments could decline if the current property tax rates
remain the same for fiscal year 2010." And, "in some cases, the weak economy means cities and counties might cut the current year's budget,
or municipalities might have to spend part of their savings to balance the gap between expenses and revenue." According to the Press, "the
outlook for 2010 is bleak." Hampton expects a shortfall. "Newport News expects a $2.2 million deficit this fiscal year, and could end up $13
million in the red at the end of fiscal year 2010 unless the city cuts more spending," according to City Manager Randy Hildebrandt.
Poquoson and Williamsburg are also expecting shortfalls. James City County has cut "its operating and capital improvement budgets to make
up for the expected budget gap of $3 million this fiscal year." Gloucester and Mathews counties have asked department heads to trim their
budgets. Meanwhile, Isle of Wight is considering outsourcing some services, and is studying efficiency to save money.
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Cities Are Cutting Back In The Face Of Falling Tax Revenue.

USA Today (12/1, Bello) reports, "Battered by record foreclosures and falling tax revenue, cities are laying off workers, raising fees and
closing libraries and recreation centers." A September survey revealed "that city finance officers expect revenue from property, sales and
income taxes to decrease 4.3% this year," according to Chris Hoene, of the National League of Cities. "The problem will be worse next
year, he says, because there is a lag between current economic conditions and when they affect city revenue." As a result, many "cities are
making adjustments.” For example, Philadelphia is closing libraries and pools, and laying off workers. San Diego has "eliminated all six
service centers where residents went for help with city services, and it reduced the number of cadets in its police academy.” Atlanta is
cutting salaries, while Seattle is considering "increasing parking fees... and reducing spending on youth violence programs and housing for
the homeless." Meanwhile, "the US Conference of Mayors is asking Congress for a $90 billion stimulus plan to help cities with
infrastructure projects, the creation of green jobs and community development.”

Philadelphia's Suburban Governments Faced With Difficult Budget Choices.

The Philadelphia Inquirer (11/26, Nunnally) reports, "While Philadelphia reels from economic catastrophe and a series of severe public-
service cuts, suburban governments find themselves contemplating still more hard choices. The Pennsylvania counties ringing Philadelphia
uniformly loathe raising the property taxes central to their budgets -- all of which run into the hundreds of millions of dollars." But "tax
revenue is not keeping pace with rising government costs fueled by municipal-bond volatility and pension-fund shortages." Some
"governments have a relatively painless option: tapping cash reserves to get through a lean cycle, like a household using savings for
groceries." But, "tapping the surplus too often" could endanger a "county's bond rating."

[llinois Towns Deride Leqislation That Would Allow State To Keep Money Meant For Municipalities.

The Aurora Beacon (11/26, Lord) reports that several local governments in lllinois derided the state's "Emergency Budget Act of Fiscal
Year 2009." The amendment to Senate Bill 2083 "basically would allow Gov. Rod Blagojevich to withhold some income tax payouts to
local governments, instead keeping the money for use by the state." The act would allow eight percent "of the state's income tax in the
Local Government Distributive Fund" to be withheld. According to estimates by the lllinois Municipal League, the plan "would cost local
governments a total of $39 million over the next five months, and another $95 million between May 2009 and April 2010." In a letter to
Gov. Blagojevich, Geneva Mayor Kevin Burns wrote, "Taking more money from municipalities is not the way to solve the state's fiscal
problems." Local governments across the state "had the same reaction."

Montgomery County, Maryland, Faces Potential $250 Million Budget Shortfall.

The Washington Post (1 1/25, B5, Marimow) reports that Montgomery County, MD Finance Director Jennifer Barrett "warned yesterday
that the county's potential" $250 million "budget shortfall is at least twice as deep as previously projected as a result of the drop in the
stock market, a decline in home sale prices, and less-than-anticipated income tax revenue." Barrett also said that "the County
Council...should prepare for at least a doubling of the gap, to $500 million, in fiscal 2010." The projected shortfall comes as the County
Council is "scheduled today to take up County Executive Isiah Leggett's proposal for $49 million in midyear" cuts "that would affect a
wide range of government services." The revised budget projections also "do not include other potential problems, such as expected
cuts in" state aid, as Maryland faces a projected shortfall of more than $1 billion.
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City Of Plano, Texas, Eyes Potential Cuts To 2010 Budget.

The Dallas Morning News (11/25, Kim) reports that in anticipation of a cloudy financial future, the City of Plano, Texas "has taken the
unusual step of beginning work on its 2010 budget almost a year early." On Nov. 24 "at a daylong City Hall retreat,”" the city council "met
with the fire and police chiefs and other department heads" to "outline what services...might get cut." City Manager Tom Muehlenbeck
said that the council "will not make any final decisions for some time, as the 2010 budget begins Oct. |." But, in discussions providing
"clues into just how severely the souring economy has affected municipal budgets here and beyond," the council considered "paring back
services that city officials deem secondary.:' Earlier this year, the council "slashed 50 vacant positions in city government and raised a slew

of fees to help close a shortfall" in the city's "$400 million annual budget." Should the economy not improve, "further cuts and/or a
property tax rate increase are likely."

Calaveras County, California, Board Of Supervisors To Discuss Impact Of Economy On County Operations.

California's Union Democrat (I 1/25, Elkins) reports that the Calaveras County Board of Supervisors will meet on Nov. 25 to discuss the
impact the "troubled economy" has on county operations. Last week, Interim Community Development Agency (CDA) Director John
Taylor "announced...that eight employees in the building department may be laid off to help cope with revenue shortfalls in the
department," and suggested the elimination of "his own position as CDA director...by combining the building and planning departments
with the county's Environmental Management Agency." Meanwhile, analyst Jamie Azarvand "reported that the recent downturn in the
economy is creating a significant gap between transit operating costs and revenues," despite "record-high ridership" and increasing
"demand for public transportation.” Therefore, "Public Works has been asked to conduct a complete operational analysis of the system
and produce a plan for reducing costs, increasing revenue, and maximizing" operational efficiency.

Yuma, Arizona Expects $3 Million Revenue Shortfall.

In an editorial, the Yuma (AZ) Sun (11/24) writes, "Times are tough for businesses due to the slow economy, but they are also tough for
government entities who depend on sales taxes and other consumer-generated revenue to help pay the bills." The Sun adds, "Taxpayers
will need to temper their expectations. Less money for government operations could mean reduced levels of service and even elimination
of programs.” The Sun also notes that Yuma is "anticipating a $3 million revenue shortfall."

Sales Tax Revenue Drops In O'Fallon, lllinois.

The Belleville News Democrat (1 1/23,Wuerz) reported O'Fallon Finance Director Dean Rich said projects "will have to go into
mothballs" due to "declining sales tax revenue." City Administrator Walter Denton "said while sales tax revenue has been consistently
down about |0 percent since last fall, the numbers seem to have at least stabilized. He said cuts made in August to adjust the city's budget
seem to have been sufficient to weather the storm of the bad economy."
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Kansas City Assumes The Worst In Preparing For Potential Budget Shortfall.

The Kansas City Star (I 1/21, Horsley) reports, "Kansas City could be facing a $60 million to $80 million budget shortfall next year, City
Council member Deb Hermann warned Thursday." But, "Budget Officer Troy Schulte said the $60 million to $80 million shortfall
assumes that departments get many of their wish lists granted and that the revenue picture doesn't improve," which means that the
"situation is not that dire right now and that departments' budget requests will be severely pared.” Kansas City is using "a hiring freeze
and elimination of unnecessary expenses" to keep costs down. "The drop in fuel prices also helps." Still, some council members want to
"see more specific budget cutting by departments."

Some Cities Delay Projects In Light Of Tough Municipal Bond Climate.

USA Today (I 1/20, Gogoi) reports, "Spring Hill is one of the fastest-growing cities in the US.With its picturesque location in the rolling
hills of Tennessee, just 30 miles south of Nashville, plentiful jobs, reputable schools and affordable housing, the town has attracted people
from all corners of the country, and its population has swelled to 25,000 from just 7,000 in 2000." But, with the current Wall Street
woes, it "is finding it very difficult to raise the $42 million it needs for the construction (of an elementary school) from its usual source
by selling municipal bonds on Wall Street." USA Today adds, "Spring Hill's plight is being repeated in dozens of cities and counties around
the country. Given that the average municipal bond with a 30-year maturity is yielding around 5.2%, an eight-year high, local finance
officers are faced with a tough choice." Meanwhile, "some states and cities desperate for funds did brave the market at the end of
October. But they've had to pony up higher interest rates than in the past."

Some Cities Delay Projects In Light Of Tough Municipal Bond Climate.

USA Today (I 1/20, Gogoi) reports, "Spring Hill is one of the fastest-growing cities in the US.With its picturesque location in the rolling
hills of Tennessee, just 30 miles south of Nashville, plentiful jobs, reputable schools and affordable housing, the town has attracted people
from all corners of the country, and its population has swelled to 25,000 from just 7,000 in 2000." But, with the current Wall Street
woes, it "is finding it very difficult to raise the $42 million it needs for the construction (of an elementary school) from its usual source
by selling municipal bonds on Wall Street." USA Today adds, "Spring Hill's plight is being repeated in dozens of cities and counties around
the country. Given that the average municipal bond with a 30-year maturity is yielding around 5.2%, an eight-year high, local finance
officers are faced with a tough choice." Meanwhile, "some states and cities desperate for funds did brave the market at the end of
October. But they've had to pony up higher interest rates than in the past."

Wilkes County, North CarolinaTo Cut Spending In Anticipation Of A Reduction In Sales Tax Revenue.

The Wilkes (NC) Journal Patriot (1 1/20, Hubbard) reports, "Cost-cutting measures for Wilkes County (NC) government were
announced at the county commissioners meeting Tuesday night to help offset an anticipated reduction of at least $750,000 in sales tax
revenue this fiscal year." Commission Chairman Charles Sink said "essential expenditures, such as the purchase of a Wilkes Emergency
Medical Services ambulance earlier during Tuesday night's meeting, would continue" but there would be "a freeze on non-essential travel
and hiring." He also said "freezing non-essential capital expenditures the rest of this fiscal year, which ends June 30, should save about
$350,000. He said doing the same with travel should save about $75,000."
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St. Could, Minnesota Mayor Asks City Council For Guidance In Determining Which City Services To Kill.

The St. Cloud (MN) Times (1 1/18, Schumacher) reports that "St. Cloud Mayor Dave Kleis' administration asked City Council members Monday for
guidance in determining which city services might be on the chopping block," because the city "faces almost no revenue growth next year." Furthermore,
"budget solutions that helped the city avoid painful cuts in next year's budget won't work much longer." Therefore, "Kleis and his staff asked City Council
members to think about not just how to fund city departments and services, but to prioritize the main goals those departments are supposed to
achieve." Thus far, "City Council members allocated points to seven desired outcomes: fiscal responsibility, livability, community development,
sustainability, safe communities, transportation and quality delivery of services."

Louisville, Kentucky Expecting $20 Million Budget Shortfall.

Kentucky's Business First of Louisville (I 1/18, Adams) reports that, on Monday, Louisville Metro Mayor Jerry Abramson "said Louisville-Jefferson County
Metro Government officials will 'explore all options' to deal with an anticipated $20 million budget shortfall for the current fiscal year." Abramson said
the shortfall "is larger than the General Fund budget for Metro Parks and twice as large as the budget for the city's Health and Wellness department.”
Since Ford Motor Co. is one of the area's largest employers, Abramson said that "the loss of occupational tax revenue paid by auto workers could put
the city further in a financial bind."

Atlanta, Georgia Council May Cut City Expenses, Pay By 10 Percent.

The Atlanta Journal-Constitution (I 1/18, Stirgus) reports that the "Atlanta City Council on Monday discussed cutting its expenses -- and possibly its pay -
- by 10 percent as the city grapples with a projected budget shortfall of at least $50 million." Notably, the "proposal came less than a week after Mayor
Shirley Franklin announced furloughs that amount to 10 percent pay cuts for herself and about 4,600 city workers." The mayor "also declared a hiring
freeze and plans to take $12 million from the city's reserves." Nevertheless, "most council members say they support cutting costs, but are unsure how
to do it." According to the Journal-Constitution, "the council may vote on how to make the cuts later this month."

City Of Ottawa, Ontario To Consider Wage Freeze On City Workers.

Canada's Ottawa Citizen (1 1/14, Dare) reported that the City of Ottawa, Ontario "may try to impose a two-year freeze on city workers' wages in a bid
to get its finances under control." According to Barrhaven Councilor Jan Harder, approximately $30 million would be "saved each year by such a freeze."
On Nov. 18, the motion "will go to the council's corporate services committee." The motion also includes "a freeze on the wages of non-union staff."
Should the proposal get "the support of the committee, it would go to city council on Nov. 26." Currently, the City of Ottawa "is in the middle of a
tough budget discussion," and is considering "$35 million in cuts, as well as a five-percent tax increase." It is also trying to eliminate 500 jobs from "its
14,000-strong workforce."

Carlsbad, California Council To Review City Finances.

California's North County Times (1 1/16, Henry) reported the City Council "will gain an assessment Tuesday of Carlsbad's financial condition, given
recent national and international economic news." According to the Times, a financial status report indicates "city sales tax revenue was down $300,000,

or 4 percent, between July | and the end of October." Carlsbad's "investment income also was down and property tax assessment rates weren't climbing
by as big a percentage as past years." However, tourism appears to be growing, since the "hotel tax figure was up by $319,000, or 5 percent, in the first
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Charlottesville,Virginia Expects $1.8 Million Shortfall In City Budget.

WCAV-TV, Charlottesville,Virginia (1 1/17, Palka) reports on its website that Charlottesville "was projected to see a |.8 million dollar
shortfall in the city's budget this year." City Councilman David Brown is expecting a "tough couple of years." According to WCAYV, the
economic downturn likely means "focusing on projects that address infrastructure needs and cutting out some special projects.”

Charles City, lowa Administrator Seeks To Stabilize General Fund.

The Charles City (IA) Press (11/13, Klocke) reported that Charles City Administrator Tom Brownlow said, "If expenses increase by 3
percent and no additional money comes in, the general fund will decrease by about $193,000 for FY 2010." Brownlow "hopes to find
ways for each department to decrease spending” to stabilize the fund. However, the city also has "some flexibility in the form of Tax
Increment Financing (TIF) - money that under law may be collected to finance specific types of projects.”

Salt Lake City, Utah Mayor Seeks 5% Budget Cut.

Salt Lake City Mayor Ralph Becker "is calling for 5 percent across-the-board cuts to balance Salt Lake City's books," the Salt Lake
Tribune (11/13, Jensen) reported. Becker noted a "$3 million plunge in sales taxes and a $1 million drop in property taxes" and has
"asked his departments to prune expenses including new computers, travel, equipment and office supplies.” The Tribune added that
Utah's governor "recently called a special legislative session to shave costs" as well.

DeKalb County, Georgia May Have To Cut $40 Million To Balance Budget.

The Atlanta Journal-Constitution (1 1/11,Tagami) reports, "Crumbling buildings. New parkland but not enough money to maintain it.
Inadequate staffing." Those are "among the problems cited by DeKalb County officials in briefing memos as the next chief executive
officer prepares to take over. Don't look to CEO-elect Burrell Ellis for much relief." With tax revenue "waning and costs rising, Ellis, who
takes office in January, will have few options except to cut spending. Current county finance director Mike Bell says officials might have to
cut as much as $40 million in services -- or raise taxes -- to balance the 2009 budget."

Network Details How Sagging Economy Affects State, Local Governments.

NBC Nightly News (1 1/8, story 3,2:15, Holt) reported that "in statehouses and city halls across the country, leaders are facing their own
very difficult choices. Falling revenue is being followed by falling budget axes, striking places that can ill-afford it." To date, "27 states
already have mid-year shortfalls, and a dozen more will make cuts this year or next." Iris ]. Lav, of the Center on Budget and Policy
Priorities, explained, "Their revenues are failing because of foreclosures, because retail sales are down, because unemployment is up, and
people are not paying, or [are] able to pay, taxes." The combination of "sharply reduced income from real estate," sales, and income taxes
is "a recipe for financial disaster for state and local governments."
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Philadelphia Mayor Announces Layoffs, Unpaid Furloughs.

In the On Deadline blog in USA Today (I 1/7), Mike Carney wrote that "Philadelphia Mayor Michael Nutter just announced some drastic
steps to close his city's $108 million shortfall." The mayor announced that "the city plans layoffs, furloughs, and salary cuts." In addition,
"many employees who make more than $50,000 a year -- including the mayor -- will have to take five days off without pay this year and
next year." The mayor said the city will lay off "more than 220...employees." In addition, it will "eliminate nearly 600 unfilled positions,
more than 1,660 seasonal part-time jobs, and about 570 contractual, non-city jobs," Mayor Nutter said.

Local, State Governments Face Long -Term Fiscal Problems, Columnist Says.

In the Finance column in Governing (Nov. 2008) magazine, John E. Petersen writes that, despite the Wall Street bailout, "state and local
governments will have fiscal problems for a long time." As a result of the "dramatic unwinding of the credit markets" and spiraling interest
rates, the municipal bond market has suffered, leading to the postponement or cancellation of "long-term bond issues." Petersen points
out that "states and localities represent |5 percent of the economy, and employ...14 percent of the nation's workforce." States also
provide transfer payments and daily services "consumed by citizens and businesses." Now, "the balance between state and local current
revenues and expenditures is taking a rapid turn toward deficits." Calling the "unfunded liabilities" of public employee pension funds a
"long-term time bomb," Petersen concludes that "the disaster in the financial markets, is only Act One.The distress of governments -- at
all levels -- will inevitably have a major role in the following acts."

Port Orchard,Washington works to trim budget.

The Kitsap (WA) Sun (10/30, Gardner) reports that Port Orchard "is trying to figure out how to make due with $5.28 million less in
revenues as it prepares its 2009 budget." Reductions to county "personnel, raises and in departments' spending are" said to be likely. "The
county estimates that it can cut another $300,000 by having employees temporarily move to other departments during hectic times --
such as during elections and the fair -- rather than hiring extra help, said Nancy Buonanno Grennan, county administrator." Buonanno
Grennan noted that "a savings of another $300,000 or more might come from gas prices falling lower than the $5 per gallon once
expected," and pointed out that "there are positives and negatives from going through lean times." She said, "We've had to revolutionize
some of how we do business, and that's not a bad thing." Additionally, Buonanno Grennan said, "Shrinking revenues makes you more
creative. On the other hand you've got the real impacts citizens will see."

California towns struggle to pay police, firefighter salaries offered after 9/11.

The Wall Street Journal (10/31,White) reports Vallejo, California, like "many other California municipalities," offered "rich salaries and
benefits" to its police and firefighters after 9/11. Even before "the economic crisis deepened this fall," the city had found it could "no
longer afford" the pay packages, and "with crime on the rise and tax revenue sinking, this San Francisco Bay area city faces more cuts in
police and fire department budgets." The Journal adds that other California municipalities are facing "the same fiscal pressures," and
quotes Vallejo's bankruptcy attorney, Marc Levinson, as saying that "Vallejo is not unique" in its situation.



http://links.mkt700.com/ctt?kn=17&m=2872252&r=MTM0NTM0OTE3MQS2&b=0&j=MTAyNDg4MDM0S0&mt=1&rt=0
http://links.mkt700.com/ctt?kn=13&m=2850548&r=MTM0NTM0OTE3MQS2&b=0&j=MTAyMzgxODEwS0&mt=1&rt=0
http://links.mkt700.com/ctt?kn=1&m=2804635&r=MTM0NTM0OTE3MQS2&b=0&j=MTAxOTcwMTU2S0&mt=1&rt=0
http://links.mkt700.com/ctt?kn=11&m=2804635&r=MTM0NTM0OTE3MQS2&b=0&j=MTAxOTcwMTU2S0&mt=1&rt=0

Washington county seeks to bridge budget gap with government shutdown.

The Seattle Post-Intelligencer (10/27, Roberts) reported that County Executive Ron Sims said that if the union agrees, "King County
government would shut down on 10 extra days scattered throughout 2009 to help close a budget gap" by saving $10.1 million. "Budget
officials projected a $93 million shortfall in the amount needed to sustain the current level of general operations through 2009." County
Executive Ron Sims "earlier proposed limiting the cost-of-living adjustments for all workers to three percent as a way to save money. But the
unions opted for the furloughs instead."

Market downturn takes heavy toll on public pensions.

The Washington Post (10/28, D1,Whoriskey) reports on the front page of its Business section that the "market downturn is ravaging public
pension funds across the United States, with many state and local governments seeing more than 20 percent of their retirement pools swept
away in the turmoil." Even before "the financial crisis, many large pension funds already were considered to be inadequately funded,
according to the Government Accountability Office. The losses could force some states and local governments to ask taxpayers to pay more
into the funds, or to demand more contributions from the police, teachers, and other government employees whom the benefits cover."
Public pension funds "dropped 14.8 percent in value for the year ended Sept. 30, according to Northern Trust, an investment company. The
funds, which typically have most of their money in stocks, have probably dropped far more than that because the markets have dropped 20
percent more since then."

Galveston, Texas, Police And Firefighters Unions Vote For Pay Cut To Avoid Layoffs.

The AP (1/2) reports, "Galveston police and firefighters' unions have agreed to take a 3 percent pay cut to help the city avoid layoffs and save
$600,000." The city's budget is suffering "as a result of Hurricane lke." The tropical storm "devastated homes and businesses in the city." City
Manager Steve LeBlanc "predicted that the losses would cause a 30 percent decrease in property tax values and a 10 percent drop in sales
tax revenue."

Augusta, Georgia, Cuts Programs And Employees To End Deficit.

The Augusta Chronicle (1/4,Toone) reported, "Augusta's budget needs a good economy and low gasoline prices to stay afloat in 2009. City
of Augusta departments and programs were cut and 20 workers were laid off to balance the $688 million budget and stave off a tax increase,
said City Administrator Fred Russell. Lowered fuel projections were made, and $| million will be taken from the reserve fund to avoid a $3.4
million deficit in law enforcement." Russell said the city was "in trouble" if the price of gasoline increases, and the paper notes separately that
the Richmond County Correctional Institution and the Human Relations Commission will be eliminated this year, and arts and recreation
programs will see decreases.

Massachusetts Municipal Governments Expected To Lay Off Thousands.

The Boston Globe (1/25, Moskowitz) reported, "Brace yourself: Cities and towns across the state expect to lay off thousands of employees.
The impact will be widespread and highly visible - shorter hours and longer waits at town halls, larger class sizes, more potholes. ... The
massive cutbacks come as state and local governments respond to the rapidly worsening economy. Last Friday, Governor Deval Patrick
announced that he was cutting local aid to cities and towns by $128 million for the current fiscal year, and he proposed an additional $375
miltion cut for the fiscal year that-begins july 1:" The-Globe noted-that "about 14,500 teachers;firefighters; librarians; and-other tocal - -
e’ployees lost their jobs as a result of the state's last economic downturn and a cycle of cuts imposed by then-governor Mitt Romney that
reduced local aid by more than $500 million between 2002 and 2004."
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Boston Comes To Agreement With Police Union To Freeze Wages To Avoid Layoffs.

The Boston Globe (1/23,Valencia, Cramer) reported Boston "and the union representing police superior officers have tentatively approved a
labor contract that will freeze officers' wages in the next fiscal year, the first agreement Mayor Thomas M. Menino has secured in his plea to
have unions concede salary increases as an alternative to layoffs. The agreement with the Boston Police Superior Officers Federation must
be ratified by the union's 245 members, but the terms reached last night were seen as a victory for the city and for the police sergeants,
lieutenants, and captains who have gone without a contract since 2006." Boston Teachers Union president Richard Stutman "said his
membership is focusing on its support of proposals to allow cities and towns to levy meals and hotel taxes as a way to save money."

Whittier, California, Considers Budget Cuts.

The Whittier (CA) Daily News (1/22, Sprague) reports, "In the first go-around on reduced spending to balance the budget, City Council
members agreed Tuesday to slash about $670,000 -- or about 80 percent -- of City Manager Steve Helvey's proposed reductions. But that
was only in public. In a lengthy closed session, council members apparently were discussing more than half of Helvey's $2.2 million in
proposed cuts." The cuts "amount to about $900,000 in the Police Department's budget ... which has 128 officers, including 36 who serve
Santa Fe Springs, [and] comprises about 50 percent of the city's $54 million budget." Helvey argued "these cuts are necessary to ensure this
year's and next year's budgets are balanced."

San Diego, California, Considers Proposals To Balance Budget.

The San Diego Union-Tribune (1/22, Gao) reports, "A range of ideas on how to erase San Diego's chronic budget deficits -- from cutting city
employees' fringe benefits to charging a trash Pickup fee -- were explored Wednesday at City Hall." The ideas were proposed by the Office
of the Independent Budget Analyst. San Diego's "deficit could reach $50.7 million in fiscal 2010 and $115.4 million in fiscal 2014."
Councilman Carl DeMaio "pitched his idea of slashing employee fringe benefits, which he called excessive." DeMaio cited "A memo
produced by the city's financial management director at DeMaio's request [that] showed that fringe benefits cost San Diego $382 million in
fiscal 2009, or 61.28 percent of its budgeted salaries."

Pinellas County, Florida, To Cut Spending, Implement Cost  -Cutting Measures.

The Tampa Bay Newspapers (1/21, Porter) reports that for three years Pinellas County has "struggled to maintain a balanced budget.And,
according to county administrator Robert LaSala, things are going to be even more difficult in the coming years." LaSala said, "Property tax
revenues are way off the mark and sales tax revenue is way off the mark. It's as bad as I've seen it in my 35 years of local government
management." So "for the current budget year, 2008-09, LaSala said cuts would be needed to close an estimated $12 million gap," so
"departments would be asked to spend only 97 percent of allocated funds. Other cost-cutting measures include a hiring freeze, along with
curtailment of major purchases and all non-essential travel."
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Maine Expects Cuts In Government Jobs.

The Portland (ME) Press Herald (1/19, Kim) reported, "Government-sector jobs in Maine are expected to take a big hit in the current
recession, with only the retail sector losing more positions statewide, as municipal and state agencies shed workers to keep their budgets in
balance." The drop is forecast to be "about 0.9 percent, from 2008 to 2010," but that decline is nearly the I.1 percent projected for retail.
Government is said to have "accounted for 104,400 jobs out of an estimated total of 613,900 jobs statewide."

Rockford, Illinois, May Reduce Fire Crews To National Average Of Three Per Engine.

The Rockford (IL) Register Star (1/17, Kolkey) reported, "Under one of the options being considered to cut $5 million from a deficit
Rockford budget, the number of firefighters on engines would be reduced to three. Firefighters say that could degrade the department's
ability to fight fires and rescue residents." While "reducing the number of firefighters on the department's eight engines would bring the
department in line with the national average of three on a rig, according to information from the International City-County Management
Association. But having four on a fire engine is a nationally recognized standard.And it's the minimum number needed to safely attack a
structure fire." Meanwhile, "Aurora Deputy Fire Chief Hal Carlson said his department in a city of 170,617 residents runs fire engines with
three firefighters," and "Peoria Fire Operations Chief Gary VanVoorhis said firefighters would love to have four per engine. But the trade-off
might mean closing a fire station to be able to afford it." Rockford Mayor Larry Morrissey "said the city must face up to current economic
conditions and the change in demands for fire service, which increasingly is for medical emergencies," while "fire calls represented 3.5
percent of calls," last year, but "there were 781 fire calls."

Essex County, New Jersey, Plans To Cut 219 Jobs.

New Jersey's Star-Ledger (1/16, Read) reports, "Essex County Executive Joseph DiVincenzo Jr., capping weeks of sometimes dire economic
warnings, today introduced a $675 million budget that calls for the elimination of 219 positions, including 68 layoffs, in a belt-tightening that
will reach into nearly every corner of county government." The final version of "the budget package is a trimmed-down version of a working
document first talked about weeks ago, when DiVincenzo warned of a pending county tax increase atop the loss of a then projected 150
positions -- 43 through layoffs -- amid a $33 million falloff in revenue borne of a national recession." The article notes, "The cuts reach into
the prosecutor's office, where 30 positions are on the block, and the sheriff's department, where 28 positions will come off the payroll
sheets, many by not filling open positions."

Dallas May Consider Hiring Freeze To Control Budget.

The Dallas Morning News (1/9, Levinthal) reports, "Thanks to a reeling national economy, top appointed officials warned Dallas City Council
members on Wednesday to prepare for an austere budget year, with all deficit-plugging options -- including a property-tax increase -- up for
consideration. But while City Manager Mary Suhm and Chief Financial Officer Dave Cook cautioned elected officials that while crafting
Dallas' 2009-10 budget will probably be a tenuous — if not tortured — process, matters could be worse." In response, "District |3 council
member Mitchell Rasansky, chairman of the council's finance, audit and accountability committee, suggested Dallas consider a hiring freeze
and sharply reduce hiring consultants."
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That os ni ce and al |l

» We are getting a better idea of our revenues, but we won'’t
have a very good idea about the sales tax until it’s time to pass
the budget. No less, we have a good idea of where our
revenues will be... approximately half a million less than last
year.

» We also have an idea of known increases for next year (health
& liability insurance, pension contributions)

» A portion of the lost revenues were pledged or mandated for
capital costs (local option sales tax, donations, etc).

» So what we need to do is find ways to reduce operational
expenses by 10% compared to last year. VWhat can be
consolidated? What can we share with Rock Falls, Dixon or
Whiteside! Where do we have wasted dollars!? Are there
grant opportunities we’re missing?



What next? (cont 0d)

» | need to present options to the City Council on how to
achieve a balanced budget with my recommendation in
February, and then be prepared to execute the budget the
Council adopts beginning May |.

» Options may include:
» Additional taxes
» Program cuts

» Personnel changes



What next (cont od)

» As it stands, my preference is to avoid any change to staffing
levels.

» It’s my duty to find the means to continue providing the best service
to citizens that we can. This will require cooperation and
understanding on everyone’s part. | have no desire to add to the
area unemployment figures nor reduce the levels of service to the
community, but to accomplish this, we’ll have to look at other
avenues to control costs, including personnel costs.

» It’s also my responsibility to ensure that the City and the
organization keep moving forward. We can’t be so frugal that we
don’t have the tools to accomplish what needs to be done, nor can
we neglect the community and infrastructure such that we fall
further behind in improving the City for its future success.



WedOre 1 n this toget he

» One way or another, the revenues and expenses have to
come together and we're going to get there.

» We're all here to serve the same people and are
ultimately answerable to the same people. We
accomplish twice as much working together, whether it’s
in your own department or between departments.

» If you have suggestions or questions, please ask.

» If you can’t find me or I’'m busy, you can always email me.

Remember, 'm pulling for you. We're all in this together.
-Red Green



Questions?

STERLING.

shining hrightly ... Leading the way



