Changing the
Henrico Does Busin

VML Conference
October 3, 2011

County of Henrico, Virginia | &



Presenter
Presentation Notes
Good Afternoon –
Our nation has experienced what many consider to be the worst recession since the Great Depression. While the Great Recession officially ended in June 2009, economic indicators continue to lag significantly behind their pre-recessionary levels. Unemployment levels remain stubbornly high in fact for 28 out of the past 30 months national unemployment has been above 9.0 percent. GPD growth underwhelmed expectations in the first quarter of 2011 at 0.4 % down from the projected 1.9%. In addition, revisions to GDP estimates have shown the recession to be much more severe and the trajectory of the recovery to be much flatter than originally reported.

Needless to say, the economic downturn has detrimentally impacted us all. Many states and localities have been compelled to reduce service levels, increase taxes or layoff employees in order to achieve a balance budget. 

Henrico County has been fortunate – as a result of the long-term fiscal planning (prior to the recession) and the County-wide efforts to achieve savings and efficiencies during the recession – the County has weathered the storm. 

(Next Slide)
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Presenter
Presentation Notes
I will begin this presentation with a brief introduction to the County of Henrico and our local government.

I will then focus on the County’s long-term budgetary approach which has been a key to our success and a foundation for the effectiveness of County’s current efforts in savings and efficiencies. 

The County revenues were hit hard by the downturn – a story echoed across the nation by many other localities. In responding to the extreme reduction in revenues, the County leadership decided it was going to absorb the reductions internally so as to not increase the burden placed on citizens by the recession. 

We are not out of the storm yet, as such our efforts in savings will continue to be ongoing. The road to recovery will be long and the necessity for prudent fiscal management on the local, state and national level will be imperative to our sustainable recovery. 

(Next Slide) 


Henrico County — An Introduction



Presenter
Presentation Notes
Before I get into the details of the County’s cost saving efforts, let me first briefly introduce you to our County…
 
(Next Slide) 
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Area: 244.06 square miles
Population:306,935

Registered Voters: 195,108 in 2010.

Median Household Income: $58,194 (2007).

Approximately 25,000 businesses employ 155,209
people in Henrico County. 4 Fortune 1000 companies
headquartered here.


Presenter
Presentation Notes
Henrico County is a diverse urban and suburban county north of the City of Richmond, Virginia. The County’s local government serves a population of 306,935. Henrico is home to a thriving and diversified business community, which includes 4 Fortune 1000 companies. 

Of the 95 counties and 39 independent cities in the Commonwealth of Virginia, Henrico is one of only two counties that maintains its own secondary road system. Henrico maintains the 3rd largest road network in Virginia after the State and the City of Virginia Beach.

Henrico’s local government is unique in that it functions as a County Manager form of government…

(Next Slide)
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County Manager
; Henrico’s Board of Supervisors and County
Manager have governed together since 1996.

The policies and budgetary restrictions set by
the Board and the County Manager have kept
Henrico’s government as one of the leanest of
V. Hazelett, _ _ _ _ _
P. E. the lean while still delivering exemplary service.

Board of Supervisors

F. Thornton R. Glover, P. O'Bannon, D. Kaechele, J. Donati, Jr.,
Chairman Vice-Chairman Supervisor Supervisor Supervisor


Presenter
Presentation Notes
The current Board of Supervisors has been together since 1996 and has maintained a close working relationship with the County Manager, Virgil Hazelett, since 1996. A key element of the County’s success has been the long-term approach to policy making that the County’s management has taken. 

The policies and budgetary restrictions set by the Board and the County Manager have kept Henrico’s government as one of the leanest of the lean while still delivering exemplary service.

Henrico County’s expenditure priorities…

(Next Slide) 
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Presenter
Presentation Notes
Henrico County’s main priority is to maintain the exceptional level of services that Henrico citizens rightfully expect from their local government. 

This chart indicates how the General Fund budget for FY2011-12 is allocated. In looking at this pie chart, Education accounts for 54.3 percent while Public Safety, which includes Police, Fire, Sheriff, Building Inspections and Juvenile Detention is 21.0 percent. Combined, Education and Public Safety constitute just over three quarters - or 75.3 percent of the Approved General Fund Budget.

Again, the way funding is allocated is an expression of the priorities of the Board, and also of the services required to best meet Henrico Citizens’ needs. 

(Next Slide) 
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Newsweek recognized
Deep

Run, Freeman, Godwin
and Henrico High
Schools as four of
“America’s Best High
Schools” in 2010.

Ten schools earned

the 2011 Governor’s

Total Students
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Award for Educational
Excellence and 21
schools earned the
2011 Board of
Education’s VIP

Total Schools
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GF Operating Budget (FY12)
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48,431
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$15.8 Million
$403.8 Million
$9,061

Awards.


Presenter
Presentation Notes
As mentioned before, Education is a top budgetary priority for the County. The County’s investment in its educational programs is reflected in the innovative programs and the national recognition of numerous public schools in Henrico.

Henrico County Public Schools was the first school system in the United States to boldly initiate a student-laptop program.

Apple Notebooks – 11,500 for middle school students and staff
Dell Laptops – 14,800 for high school students and staff

Numerous public schools in Henrico County have received national recognition for the quality services provided to the County’s students. Here are a few examples… (Read from Slide) 

In the past three years Henrico County has opened three new Schools.

- Harvie Elementary School opened 2008
 Holman Middle School opened 2010
 Glen Allen High School opened 2010

(Next Slide)


Henrico County’s Financial Management



Presenter
Presentation Notes
The County's ability to provide high quality services even in a time of economic instability is largely due to Henrico’s long-term and conservative fiscal management. 

(Next Slide)
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When the recession started — Henrico
County better prepared than most.

Conservative revenue projections and
limited expense growth.



Presenter
Presentation Notes
When the recession started – Henrico County was better prepared than most. Prior to the recession the County’s leadership had reinforced the County’s long-term fiscal stability by capping expenditure growth, (limiting expense growth), and conservatively projecting revenues. 

(Next Slide) 
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Presenter
Presentation Notes
In recognizing the economy’s tendency to expand and contract, the County’s leadership decided to cap operating expenditure growth at 5% so that the County could build up enough reserves during times of growth for the County to use during times of economic hardship. 

This chart shows the County’s budget growth in blue, as compared to increases in inflation (cpi) in orange and population growth in red. 

For us, the level we chose to cap expenses was at 5% (the yellow line) as there was a strong historical correlation between inflation and population growth in the County and the 5% number.  Only in one year – in 2007 – did we exceed this 5 percent level. This increase was due to significant increases in health care and retirement costs that the County had to absorb.  Even then, it was only by one percent.

By capping expense growth in the good economic times, Henrico went into this recession better positioned than most.

The County maintains a healthy undesignated fund balance…


(Next Slide) 
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Presenter
Presentation Notes
The County’s undesignated fund balance which the Board agreed to maintain at 18 percent in FY2006, is double the level of most localities in the Commonwealth. 

The County’s healthy undesignated fund balance not only provides a buffer for the budget against economic shocks but it also improves the County’s standing with rating agencies and investors.  

Before the recession even began the County prioritized keep costs down and staying lean…

(Next Slide) 		
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Presenter
Presentation Notes
Henrico strives to provide the highest quality services to its citizens at the lowest possible cost to its citizens. One way in which the County’s achieves this goal is by keeping personnel costs down while ensuring service levels are not affected. 

In December 2009, Henrico (in the yellow) was in the lowest grouping for the ratio of employees per 1,000 residents.  Actually, if we rounded to two decimals here, you would see that Henrico is the lowest in the grouping.

In keeping costs down Henrico is able to maintain a attractively low tax burden on its residential and commercial citizens…

(Next Slide) 
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Presenter
Presentation Notes
This chart shows the combined taxes and fees that citizens would typically pay.  Henrico County Citizens pay the lowest taxes and fees among the comparable localities in Virginia.   

This chart shows that in Henrico it would cost a resident only $162.00 a month while in Richmond it would cost $226.47 a month.  The highest tax would be paid in Loudoun County at $364.97 per month.

The County maintains a 70% residential – 30 % commercial real estate assessment ratio to offset the residential service costs.

Henrico is one of only 34 counties nation-wide with a AAA triple bond rating…

(Next Slide)

Note: Selected Monthly Comparisons includes:
Real Estate Tax on an Average Home Price Sold by locality; Personal Property Tax on a $10,000 automobile; Electricity Utility Tax on a 1,000 kWh bill, Gas Utility Tax on a 50 CCF monthly bill and Water Utility Tax on $50 monthly bills; Vehicle License Fee; Refuse Collection (Henrico does not charge a Gas, Water, Cable Utility Tax or Stormwater Management Fee.)

Note: Selected Monthly Comparisons does not include: 
Stormwater Management Fees and Refuse Collection Fees
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One of 34 counties in the nation to hold this
credit rating.

First locality to have its triple AAA bond
rating reaffirmed after the Federal
Government’s Bond Rating downgrade.

Debt Ratio Guidelines

Debt as a Percentage of General Fund 7 7504
Expenditures

Debt as a Percentage of Assessed Value 1.49%
Debt per capita $1,650



Presenter
Presentation Notes
Henrico was the first locality to have its triple AAA bond rating reaffirmed after the Federal government’s bond rating downgrade.

One way the County ensures it retains a triple-AAA bond ratings is by following its conservative debt ratio guidelines. Each year,  a long-term debt affordability analysis is completed to ensure that the County does not exceed its ability to service current and future debt requirements. 

Although the County went into the recession with more financial stability than most – the Great Recession still cut deep into the local economy and the County’s revenues. 

(Next Slide)



Henrico County — Revenue Reductions



Presenter
Presentation Notes
In regards to the impact the recession had on the public sectors’ revenues, Henrico’s story is just one among thousands of others akin to it...

(Next Slide)
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Presenter
Presentation Notes
Henrico’s three primary sources of revenue which each contribute roughly a third to the budget are Real Estate Taxes, State and Federal Aid and all other local revenue such as personal property tax and local sales tax. Unlike many of the previous recessions in our nations history, the Great Recession impacted all three primary sources of the County’s revenues. 

In fact, in Henrico between FY2009 and FY2011 the County’s General Fund lost more than ten percent of all its total revenues. 

Two years after the official end of the recession Henrico and many other localities like it are still facing continued reductions in revenues…

(Next Slide) 
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Presenter
Presentation Notes
A key concern for local government is the depressed housing market and the impact on real estate tax revenues. Nation-wide, home Prices have fallen more in the Great Recession than during the Great Depression. In fact, home prices are now 33 percent below the 2006 peak and are back at a level last seen in the third quarter of 2002, according to Case-Shiller. 

Let’s take a look at the total impact the economic downturn has had on the County’s General Fun budget…

(Next Slide) 



FY2008-09 FY2010-11
Actuals Budget Difference

Local $567,223,106 $528,774,300 ( ($38,448,806)
State 327,278,263 275,337,000 ( ($51,941,263)

Federal 11,922,329 10,860,200 ($1,062,129)

Total $906,423,698 $814,971,500 (($91,452,198)



Presenter
Presentation Notes
In addition to real estate and State revenues, virtually every other County revenue has been negatively impacted in this economic environment.

In fact – and this is not a misprint – General revenues have declined $91.5 million since FY2008-09 when comparing actual collections that year to the FY2010-11 budget.  That’s over 10.0 percent of total General Fund revenues in just two fiscal years.

You can see where the drops have occurred.  Obviously, with real estate and elastic revenues such as the sales tax dependent on the economy – our local revenues have been impacted.  However, the drop in State revenues has been more precipitous.  While the State’s revenues account for 1/3 of the County’s resources – according to this information – drops in State aid account for nearly 57% of the $91.4 million revenue reduction experienced by this County in this time period.

Even more troubling - the Budget Office’s early revenue estimates for FY2011-12 reflect levels $30.0 million lower than total revenues collected five fiscal years ago – in FY2006-07.

In other words, Henrico County has lost more than five fiscal years of revenue increment in this economic downturn.  FIVE FISCAL YEARS!

(Next Slide) 



Changing the Way Henrico Does Business

<+



Presenter
Presentation Notes
The County has absorbed the reduction in revenues without passing this burden onto its citizens or employees. In short, we as a County have changed the way we do business.   You saw a few examples of how Henrico has changed the way we do business in the video and more examples will be seen later in this presentation.  This effort was started by each department being encouraged to find methods of savings and operating more efficiently while still maintaining service levels. This, along with the County’s prudent long-term fiscal management has enabled the County to weather the economic downturn more gracefully than many other localities. 

(Play Video)

(Next Slide) 
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Henrico established three
primary goals in response
to the downturn which it
has maintained
throughout:

No Reduction In Service

Levels

No Tax Rate Increase

No Layoffs



Presenter
Presentation Notes
The County has made it through this recession maintaining the core ideals of not increasing tax rates, not reducing service levels, and not laying off or furloughing employees. Considering the $91.5 million decline in revenues since FY2008-09, this is quite an achievement.  

(Next Slide) 


Each Department in the County evaluated their
FY2011-12 budgets — cutting costs and
Improving efficiency where ever possible.

As a result of these efforts the County was able
to achieve considerable savings.
$56,500,861 in Total Savings
One-time Savings - $5,465,532
Annual Savings - $33,305,329
Debt Service Savings - $17,730,000

Efforts in savings and efficiency are ongoing.


Presenter
Presentation Notes
The primary method by which the County achieved substantial savings was by “Changing the Way Henrico Does Business.”

In February 2010, the County Manager established a committee, inclusive of all department heads and key officials. This committee was tasked with garnering ideas as to how the County could operate in a more cost efficient manner, while still adhering to the County’s core ideology of no reduction in service levels, no increases in taxes and no layoffs. 

A number of sustainable cost savings initiatives have been implemented, and the County has recognized overall savings of more than $56.5 million to date, including annual savings of more than $33.3 million.  What you saw in the video as well as what follows in the next few slides are some of the major cost reduction initiatives undertaken, and how these initiatives have provided significant savings and permanently altered the way Henrico County will conduct business into the future.

(Next Slide) 



Henrico County achieved $21.6 million
total Personnel Savings.

278 vacant positions were either eliminated
or placed in the hold complement
throughout FY2009-2010 and FY2010-
2011.

122 positions from General
Government

156 positions from Schools.


Presenter
Presentation Notes
Henrico normally had a short term hiring freeze or delay.  However, a more stringent hiring freeze was implemented in 2009 and because of this hiring freeze the County has been able to generate $21.6 million in personnel savings.  This hiring freeze has kept personnel costs down without any layoffs. 

The hiring freeze resulted in 278 vacant positions being either eliminated or placed in the hold complement throughout FY2010 and FY2011. (122 vacant positions from General Government and 156 vacant positions from Schools.) 

Departments have been proactive in adjusting their operations to maintain their services with fewer positions.  

FYI:  Budgeted Vacancy Savings 
FY2010-11 = $5.2 million 
FY2011-12 = $5.7 million.

(Next Slide) 
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Use of Volunteers &
Interns

In FY2009-10, 1,144
volunteers were utilized
per month which equated
to approximately 106 full-
time employees. This
Initiative conservatively
saved the County
$4,600,000 in FY2009-10.



Presenter
Presentation Notes
Another way Henrico has realized considerable savings is through the utilization of volunteers and interns. 

In FY2009-10, 1,144 volunteers were utilized per month which equated to approximately 106 full-time employees.  This initiative conservatively saved the County $4,600,000 in FY2009-10.

(Next Slide) 



580 trillion BTU’s In energy consumption have
been saved since FY2003-04, leading to $13.5
million In savings.
Utilized methane landfill gas to generate revenue
from an electric power vendor — $150,000.

Central Automotive Maintenance utilizes
used motor oil to heat their facility -
$16,200.

Replaced most of the traffic signals incandescent
bulbs with LED - $100,000. (LED in traffic signals
replaced less often.)


Presenter
Presentation Notes
The Energy Reduction and Environmental Sustainability Program has been in place since FY2003-04.  In that time, an estimated $13.5 million has been saved due to saving 580 trillion British Thermal Units from several initiatives.  
Some of these initiatives are:
 Central Automotive Maintenance’s utilization of used motor oil to heat their facility. 
 The replacement of lights with more energy efficient options including replacing traffic lights with LED bulb that use less electricity and last longer which provides saving by requiring replacement less often.
 The utilization of methane landfill gas to generate revenue from an electric power vendor. 

(Next Slide) 



Reduction in size of newspaper ads - $37,900.
Altered the day of the week Planning’s legal
notices are published in the newspaper —
$11,600.

Creation of an E newsletter for Libraries reduced
printing budget - $65,000.

Reduced the number of toner cartridges in
contract for student printers - $450,000.
Reduction in number of school publications -
$23,302.


Presenter
Presentation Notes
Even small efforts in changing the way Henrico does business, when added up, have made a significant impact on the counties budget. 

(Read examples from Slide) 

(Next Slide)


Shifted prescribing responsibilities to
nurse practitioners and psychiatric-
level staff in MHDS where appropriate -
$200,000 in savings.

Renegotiated four current facility leases
— $99,400 in savings.
Extended four year laptop lease In

elementary schools to six years —
$1,000,000 in savings.


Presenter
Presentation Notes
The County reviewed process, leases and contract to see if operations could be done more efficiently or savings could be generated through the renegotiation of contracts.  As can be seen on this slide these efforts resulted in significant savings.

(Read Examples from Slide) 

(Next Slide) 


Reducing frequency of routine
maintenance of grounds

keeping, painting, carpet
replacement, etc. in schools —
$530,000 in savings.

Use of inmate labor for painting.
Opening of a fire extinguisher repair

shop.


Presenter
Presentation Notes
Henrico has achieved savings by changing its practices in maintenance and repairs, without totally eliminate critical maintenance requirements.  Example of these include the use of inmate labor for the painting of some county facilities. Also the County’s Division of Fire now repairs fire extinguishers in house at its certified fire extinguisher repair shop rather than hiring someone externally to perform this needed task. 

Next I will review the Henrico Advantage Card that has been a way of creating interest in our local economy…

(Next Slide) 
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Presenter
Presentation Notes
The Henrico Advantage Card (HAC) program is an initiative of the Eastern Henrico Business Association, the Henrico Business Leaders and the Lakeside Business Association, in partnership with the County of Henrico.  Over 100 retailers and businesses participate in the program, which provides daily offers and discounts. This card has encouraged our citizens to spend their dollars in our local economy.  If you would like on of these cards to use during your stay please see us after the program. 

(PLAY VIDEO)

(Next Slide) 


April, 2011

Copies of Efforts Available at
WWW.Cc0.henrico.va.us/financ



Presenter
Presentation Notes
During this presentation I have discussed some of the ways that Henrico has changed the way it does business.  If you are interested in seeing more of the initiatives that have been implemented the pamphlet is available on the County’s website.  

(Next Slide) 
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Looking Ahead

Future Challenges and a Long Road to Recovery

—


Presenter
Presentation Notes
In looking ahead, local governments in Virginia still have several significant budgetary challenges to face in the near future…

(Next Slide)


How will the State’s budgetary imbalances
Impact the localities?

Federal Health Care Reform Act —
Increased costs In future localities’
pudgets.

Has the real estate market reached
pottom — when will improvement be seen?
Stubbornly high unemployment —
deteriorating impact on federal, state, and
local budgets.



Presenter
Presentation Notes
Here are just a few of the challenges localities will be face in future budgets:
 State’s budgetary imbalances and possible reforms to VRS. 
 Federal Health Care Reform – and the increased costs that localities will have to handle in future budgets. 
 Continuation of depressed values in the housing market. 
 Stubbornly high unemployment – deteriorating impact on federal, state, and local budgets.

Lets focus on one of these challenges briefly…

(Next Slide) 




Governor McDonnell keeps alluding to
possible reforms to Virginia Retirement
System.

How will VRS “reform” impact localities?
The state has continually underfunded its
actuarial liability - $18 billion In
underfunded liabilities.

Possibility of a reduction in benefits or
changes in localities/employees’
contributions.


Presenter
Presentation Notes
The Commonwealth of Virginia’s possible reforms to VRS could pose serious challenges to localities that are dealing with already stretched budgets.

In addition to the items listed on the slide another major concern is how VRS and the State will handle the retirement costs for teachers and reporting of this liability, which could dramatically impact locality budgets.


(Next Slide)












Source: http://www.washingtontimes.com/blog/city-state/2011/sep/13/mcdonnell-its-not-about-politics-its-about-math/
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Presenter
Presentation Notes
This chart shows, quite clearly, that the unemployment rates we are seeing are at levels we have not seen for many years.  This chart goes back to 1981.  You would have to go back to 1982 to find an unemployment rate that exceeded 9.0 percent.  And history shows that it can be a slow climb back to full employment levels of below 5.0%.  In fact, if you go back to 1982 and move forward, national unemployment levels did not fall below 5% until 1997, 15 years later.

(Next Slide) 




Similar to 3Q 2010, fears of a double dip have
emerged.

Google Searches for “Double Dip Recession”
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Source: www.Google.coMote: Scale based on the average number of searches between January 2004 to present.


Presenter
Presentation Notes

This is an interesting slide in that it graphs Google searches for “Double Dip Recession” as a means to show the publics perception of the economy.

There are still wild cards in both the national and international economies that could stall an already sluggish economic recovery.  While we are optimistic that economic indicators will improve in the long-term – the short-term still requires continued effort to function more efficiently and save where ever possible, so that the County can emerge from the economic downturn a bit leaner but structurally unscathed. 

(Next Slide) 

Note: Scale based on the number of searches times greater than the average (between Jan. 2004 to Present).



Historically, the County has adhered to prudent
fiscal policies.

Economic downturn reduced County revenues
drastically.

Revenue reductions absorbed internally. No
Increase Iin taxes.

In order to Change the Way Henrico Does
Business, an examination of day-to-day operations
was performed by all departments.

Significant savings have been achieved due to the
County’s efforts.

It will be a long road to recovery.


Presenter
Presentation Notes
In conclusion, the County’s adherence to long-term fiscal policies prior to the recession mitigated the impact of the Great Recession on County operations but Henrico’s revenues were still severely impacted. 

The County’s leadership decided that is was not going to pass the burden of its revenue reductions to its citizens through tax increases, but was instead going to absorb these reductions internally. This was achieved by “Changing the Way Henrico Does Business” in which departments county-wide found ways to operate more efficiently and save.

the trajectory of the “Great Recession” is not only much deeper than previous recessions, but due to the severity of the recession and the slow pace of job creation the recovery is also shallower than the past recoveries and more susceptible to another shock. This being the case the County plans to continue its efforts in savings and efficiency. 


(Next Slide)


Thank You !

John Vithoulkas emaill:

Gene Walter emaill:
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Thank you for time today.


(END) 
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Good Afternoon –
Our nation has experienced what many consider to be the worst recession since the Great Depression. While the Great Recession officially ended in June 2009, economic indicators continue to lag significantly behind their pre-recessionary levels. Unemployment levels remain stubbornly high in fact for 28 out of the past 30 months national unemployment has been above 9.0 percent. GPD growth underwhelmed expectations in the first quarter of 2011 at 0.4 % down from the projected 1.9%. In addition, revisions to GDP estimates have shown the recession to be much more severe and the trajectory of the recovery to be much flatter than originally reported.

Needless to say, the economic downturn has detrimentally impacted us all. Many states and localities have been compelled to reduce service levels, increase taxes or layoff employees in order to achieve a balance budget. 

Henrico County has been fortunate – as a result of the long-term fiscal planning (prior to the recession) and the County-wide efforts to achieve savings and efficiencies during the recession – the County has weathered the storm. 

(Next Slide)
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