AGENDA
ORO VALLEY TOWN COUNCIL
BUDGET STUDY SESSION
APRIL 11, 2012
ORO VALLEY COUNCIL CHAMBERS
11000 N. LA CANADA DRIVE

BUDGET STUDY SESSION AT OR AFTER 6:00 PM

CALL TO ORDER

ROLL CALL

1. Presentation of Town Benefit Plan Renewals for FY 2012/13

2. FY 2012/13 Town Manager's Recommended Budget Department Overviews

FUTURE AGENDA ITEMS (The Council may bring forth general topics for future meeting agendas.
Council may not discuss, deliberate or take any action on the topics presented pursuant to ARS

38-431.02H)

ADJOURNMENT

POSTED: 4/9/12 at 5:00 PM by tlg

When possible, a packet of agenda materials as listed above is available for public inspection at least 24
hours prior to the Council meeting in the Town Clerk's Office between the hours of 8:00 a.m. — 5:00 p.m.

The Town of Oro Valley complies with the Americans with Disabilities Act (ADA). If any person with a
disability needs any type of accommodation, please notify the Town Clerk’s Office at least five days prior
to the Council meeting at 229-4700.
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CC-872 Item # 1.
Town Council Budget Work Session

Meeting Date: 04/11/2012

Requested by: Stacey Lemos Submitted By: Stacey Lemos, Finance

Department: Finance

Information
SUBJECT:
Presentation of Town Benefit Plan Renewals for FY 2012/13

RECOMMENDATION:

This item is for presentation and discussion. Town Council approval of the benefit plan renewals will
be requested at the April 18, 2012 regular Council meeting.

EXECUTIVE SUMMARY:

Representatives from CBIZ, the Town's insurance broker, will make a presentation regarding the Town's
benefit plan renewals for FY 2012/13. This will include maintaining existing benefit providers and levels
of benefits for medical, dental, vision, disability and life insurance. CBIZ will also cover the medical
self-funding methodology included in the Town Manager's Recommended Budget along with health
savings accounts (HSAs), a new option to be offered to employees for funding medical expenses next
year.

BACKGROUND OR DETAILED INFORMATION:

The major change proposed for benefits next year is the funding methodology for medical insurance. As
discussed in the FY 12/13 Town Manager's Recommended Budget, staff has reviewed the Town's
medical claim history with the Town's insurance broker, and believes that now is the time to switch to
self-funded insurance. Given the Town's excellent claim history, staff believes that there are
considerable financial benefits to be gained in future years from this switch.

The Town's annual expenditure for medical insurance is approximately $2.2 million, and although we do
not anticipate a sizable reduction in this expense in the first few years, we believe the benefit can be
maintained with less likelihood of potential increases and no further reduction in the quality of the plan.
Staff is planning for expenditures to remain flat at approximately $2.2 million the first year, and
recommends continuation of paying 100% of the employee-only medical premium cost and slightly over
75% of the dependent medical premium cost.

Under self-funding, the planned $2.2 million budget for medical insurance will go toward paying for the
following four (4) components of insurance costs:

¢ Medical claims - claims costs incurred by employees and dependents - largest component of cost

¢ Third party administrator - responsible for reviewing, approving and paying claims

¢ Reinsurance/Stop loss - excess insurance coverage needed to limit the Town's exposure on large
claims

¢ Wellness - continued emphasis on employee wellness program to maintain a healthy workforce



Also, for the first time ever, the Town will offer health savings accounts (HSAs) paired with a high
deductible heath plan (HDHP) as another option for employees to consider next year. The HSA plan is
structured to be cost neutral to the Town, but provides long-term consumer awareness for medical
insurance, and has become a popular offering more recently by employers.

FISCAL IMPACT:

The Town expects medical costs to remain flat at approximately $2.2 million for FY 2012/13. The FY
2012/13 Recommended Budget includes establishing the Self Insurance Benefit Fund with a one-time
base reserve of $300,000 contributed from General Fund contingency reserves. Employee deductions
for medical will remain at their current levels for FY 2012/13. These are shown below on a per pay
period basis:

Employee-only $0.00 per pay period

Employee + Spouse $44.94 per pay period
Employee + Child(ren) $26.22 per pay period
Employee + Family $83.51 per pay period

More specific information regarding the HSA premiums and Town contribution amounts to employee
HSA accounts will be provided at the study session.

SUGGESTED MOTION:
N/A
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CC-873 Item # 2.
Town Council Budget Work Session

Meeting Date: 04/11/2012

Requested by: Stacey Lemos Submitted By: Stacey Lemos, Finance

Department: Finance

Information
SUBJECT:
FY 2012/13 Town Manager's Recommended Budget Department Overviews

RECOMMENDATION:
N/A

EXECUTIVE SUMMARY:

This item will provide the opportunity for the larger service delivery departments to provide the Town
Council with an overview of their respective FY 2012/13 recommended budgets. The following
departments are scheduled for presentation this evening:

1. Police Department

2. Parks, Recreation, Library and Cultural Resources
3. Development and Infrastructure Services

4. Water Utility

5. Economic Development

Completion of the above overviews may be continued to the next budget study session scheduled for
April 25th if more time is needed.

Also, an additional spreadsheet is attached which compares the current year adopted department
budgets in the General Fund to the FY 2012/13 Recommended Budget amounts.

BACKGROUND OR DETAILED INFORMATION:
N/A

FISCAL IMPACT:
N/A

SUGGESTED MOTION:
N/A

Attachments
General Fund Comparison



General Fund Expenditures by Department
FY 2011/12 to FY 2012/13 Comparison

FY 2011/12 FY 2012/13 $ %

DEPARTMENT BUDGET RECOMMENDED CHANGE CHANGE COMMENTS

Council $ 220,573 $ 224,618 $ 4,045 1.8% Personnel increase due to COLA; Youth Commission funding $5k

Clerk 456,089 322,779 (133,310) 29.2% Reduction in Election expenses; personnel reduction due to staffing
changes

DIS 3,340,679 3,803,751 463,072 13.9% Increase due to expanded Transit services; Personnel increase due
to COLA

Finance 722,199 744 111 21,912 3.0% Personnel increase due to COLA

- ) . Reductions in O&M, capital & transfers out, increase in sales tax

General Administration 2,365,119 2,380,418 15,299 0.6% rebates; includes Council-Designated Reserve of $583K

Human Resources 482,649 496,156 13,507 2.8% Personnel increase due to COLA

Information Technology 1.235.704 1,213,633 (22,071) 1.8% R_eductuon in capital; GIS analyst allocated between the General,
Highway & Stormwater funds

Legal 841,832 816,559 (25,273) -3.0% Reduction ($42k) in Outside Professional Services

Magistrate Court 781,625 757,629 (23,996) -3.1% Eliminated staff position; reduction in O&M

Manager* 877.167 728,648 (148,519) 16.9% Mpvgd Econ. Dev. g{(pendnures to Bed Tax fund; reduced O&M:
eliminated staff position
Reduction in Library expenses; reduction in Recreation O&M;

K 0,

FRLECR 2,676,702 SOSHL1E (246;290) G.0% increases in Aquatics and Parks O&M budgets

Police 12.096.513 12,667,903 571,390 4.7% Pers_onnel_ increase QUe to COLA; increase in capital budget
(vehicles); increase in fleet expenditures (fuel)

TOTAL $ 26,296,851 $ 26,786,317 $ 489,466 1.9%

2012-2013 Recommended Budget
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