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COUNCIL April 26, 2012 

 

Wilmington City Council met in special session on Thursday, April 26, 2012, at 6:00 

p.m. with President Scott Kirchner presiding. 

 

Roll Call: Jaehnig, present; Wells, present; Stuckert, present; Wallace, present; Mead, 

present; Siebenaller, present; McKay, present.  

 

Acting Chief Duane Weyand was also present.  

 

President Kirchner: Since this is a special council meeting focused on the budget, we 

have dispensed with the Pledge of Allegiance this evening. We will move right into our 

only item on the agenda, which is the Finance Committee budget work session. Late this 

afternoon, we found out that actually there was a presentation put together for council to 

review insurance, which, of course, benefits one of the major line items in the cost of 

personnel for the city and in the budget in 2012 and again will be in 2013, so we will 

make a few adjustments, I believe. But let me turn it over to the chair of finance and see 

how he would like to begin the budget work session.  

 

Councilman Mead: I think we will just go ahead and take care of the presentation and 

then move ahead with the agenda the way it is.  

 

President Kirchner: Okay. Liz. I would like to welcome you and thank you for coming 

tonight.  

 

Liz Fortney, Hukill, Hazlett, Harrington Insurance Agency. I’ve been the broker for the 

city’s insurance since April 2005. I’ve put together a presentation tonight that addresses 

some of the issues surrounding the city’s benefit package, which is a large line-item in 

your budget, and we’re all aware of that. I wanted to spend some time talking about the 

type of plan we have here at the city, which is a self-funded type of plan. I want to talk 

about the costs involved in that plan, the benefits that are involved in the plan and the 

things that impact all of the above. I think that will address most of the issues in the 

email that was requesting this presentation. I call this Self-Funding 101 because we’re 

going to spend most of the time talking about how self-funded plans work and 

specifically how the city’s self-funded plan works. I do want to take just a minute and 

talk about some of the other cost-saving things that we have implemented since you all 

have been dealing with my agency, Hukill, Hazlett, Harrington, from April 2005 until 

now. We added a voluntary life plan, which enables the employees to purchase life 

insurance at their cost through payroll deduction and has no cost impact on the city’s 

budget. We also added line of duty coverage, which is triple indemnity for firefighters, 

police officers and officers of the court. In doing that, we were able to negotiate a 

contract that reduced the city’s overall cost for life insurance by $1900 per year. I also 

made the recommendation a few years ago that we self-fund the short-term disability 

plan. We did an analysis of claims versus premiums and elected to self-fund that 

coverage several years ago, and that resulted in a savings of approximately $10,000 per 

year to the city. A few years ago, four years ago to be exact, we also decided to self-fund 

the dental insurance. We are, as of the end of 2011, are paying just slightly less than we 

were paying in 2005 for dental. So the savings for 2011-2012 over a fully funded plan 

was around $32,000. Then we phased in a self-funded medical insurance plan over time, 

and that’s what I want to spend most of the time tonight talking about. Self-funding in its 

purest form means that employees have claims and the employer pays them. The City of 

Wilmington, with 143 employees, is not large enough to have a truly self-funded plan. 

So, we phased in self-funding over a period of years. Our first step was to move from a 

traditional type of plan to what is called a Health Reimbursement Arrangement or HRA. 

An HRA plan has an underlying insurance policy with a higher-than-normal deductible, 

which is partially funded by the employer. This enables premiums to be reduced and 

claims are only paid when they are incurred, so if you have a good claims year, the 

employer retains the balance of the unspent HRA money in the employer’s General 

Fund. If you all have any questions about this as we go, please stop me and we’ll just 

keep this very interactive.  
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President Kirchner: You indicated that this was phased in over a number of years. That 

portion of it was the beginning? 

 

Liz Fortney: That was the beginning in 2005 April.  

 

President Kirchner: Okay. And how long did that period continue?  

 

Liz Fortney: That continued until April 2009.  

 

President Kirchner: Okay.  

 

Liz Fortney: So over a four-year period. During that HRA structure, and just to give you 

a little bit of history of why we did that. When I became involved with the city’s 

insurance, the renewal for the 2005 plan year, which actually began January 2005, was 

delivered by the previous broker at the 11
th

 hour, with a 45% rate increase. It was too 

late for the city to react to that and it was also impossible for the city to absorb that into 

the budget. So, at that time, the city went out to bid. They met with various brokers – 

I’m not sure how many – and looked at various solutions to offset that 45% increase. By 

implementing that HRA strategy in 2005, we reduced the city’s cost in the first year by 

just at $400,000. So, it was a significant savings to the city to make that plan. In doing 

that, we did not make any significant changes to the employees’ level of coverage, so it 

was a win-win situation for the employees and for the city. That is how we ended up 

with an April 1 renewal date because of that change and for that reason. We retained that 

strategy for four years. Each of those four years (and we’ll talk about the renewal 

process in a moment) we did look at going back to a traditional fully funded plan and 

each year the HRA strategy proved to be more cost-effective. So, we retained that until 

2009.  

 

President Kirchner: Liz, can I ask a couple more questions? 

 

Liz Fortney: Sure. 

 

President Kirchner: On the last slide, and thought you had more to talk about there, and 

I’ll encourage everyone to put their cell phones on vibrate. I forgot to do that. Employer 

claims liabilities capped at number of employees times the maximum per person 

reimbursement amount.  

 

Liz Fortney: Correct. 

 

President Kirchner: Are we still in a situation where that is an effective statement – 

being self-funded?  

 

Liz Fortney: In principle but not in numbers. The numbers when you are in the type of 

plan that the city is currently in, which we will get into a little bit later, are much bigger 

than the numbers in a health reimbursement arrangement. Typically, with a health 

reimbursement arrangement, the maximum deductible that one may have is $10,000. In 

the case of the city, since you all had not looked at any type of self-funded previously, 

we actually started with a $2000 deductible and $4000 per family. So, we took a little 

baby step, put in a $2000, the city funded $1500. If you have family coverage, the 

deductible was $4000, the city funded $3000, which resulted in no net increase in the 

employee’s out-of-pocket cost. The city’s maximum liability in that first year had 

everyone in the city and their dependents maxed out; the HRA reimbursement that they 

were allocated was $412,500. During that first year, we did not spend the entire allocated 

amount, and the savings over the self-funded plan was right at $400,000.  

 

President Kirchner: Okay. Then moving forward to the slide you were on, you indicated 

that we made a switch based on that 11
th

-hour premium from the previous broker.  

 

Liz Fortney: Correct.  

 

President Kirchner: And then that caused us to shift to the April 1 start date? 
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Liz Fortney: Correct.  

 

President Kirchner: Can you explain to me why we had to shift to an April 1 start date? 

 

Liz Fortney: Certainly. When the renewal was delivered (and if my recollection is 

correct, it was on December 29 for a January 1 renewal). Obviously, when you get a 

renewal on December 29, there’s nothing that you can do other than sign off on it. 

Beginning in January, as soon as the new year began, the city began interviewing 

brokers and looking at plans. When you’re looking at moving 100 – and at that time a 

150 life group – from one carrier to the next, there is a time period involved to vet the 

brokers, decide on who you want to deal with, obtain quotes from insurance companies 

and implement the plan. That took the first quarter of the plan year 2005, which resulted 

in an April 1 effective date. Having said that, I know that April 1 date gives a lot of you 

heartburn because it’s not consistent with your fiscal year. What I do year to year is do 

departmental budgets using projections. So far, I have been pretty dog-gone close if I 

may say so myself. But, the advantage to having an April 1 effective date is that 70% of 

group insurance plans renew on January 1. So, underwriters are extremely covered up 

during that last quarter trying to renew those January 1 plans, and you don’t get a lot of 

negotiating time with underwriters in that fourth quarter. With an April 1 renewal, that’s 

probably one of the least common renewal dates. On the 2012 renewal, I actually was 

able to get four different meetings with underwriters to negotiate that renewal down. 

That does not happen for a January 1 renewal. There are plusses and minuses to it. I 

personally would rather have it on April 1 so that we’ve got that additional negotiating 

time with underwriters. Does that answer that question? 

 

President Kirchner: Yes. 

 

Liz Fortney: Okay. Is there anything else on this slide? In April 2009, we began looking 

at what is called a minimum premium plan, which is a larger step past that first baby step 

toward self-funding. Minimum premium plans are similar in concept in that each 

employee has a deductible. In the case of the city’s plan in 2009 it was $50,000. At this 

point, it is $55,000. Beyond that, the insurance company steps in and pays the claims. 

Minimum premium plans are a la carte. It’s like going to the cafeteria and saying, “I’ll 

take one of these and one of those and one of these and this is how much of it I want.” 

So, you can actually build your plan based on the goals and limitations of your finances, 

your employees and your administration. The minimum premium plans have a lot of 

moving parts, and I’m not going to try to make anybody an expert in that tonight, but I 

did want to touch on some of the important features so that you can kind of get an idea 

of how these things work. The first thing is specific stop-loss coverage, and that is that 

individual deductible, which is currently $55,000, that limits the city’s liability per any 

single employee or family unit. So, if you have family coverage, it’s $55,000 for your 

whole family. If you have single coverage, it’s $55,000 for you. Aggregate stop-loss 

coverage limits or caps the city’s liability for all the employees and dependents as a 

whole. So, when you go into a self-funded plan, a lot of people think, “Oh my gosh, we 

don’t have any idea what our liability is going to be,” and that’s not true if it’s properly 

designed, because that aggregate liability tells you what your maximum exposure is. So, 

you know what that is and if it goes above that, the insurance company steps in and pays 

the rest. Monthly accommodation is a budgeting tool. I use that maybe 50% of the time 

in the private world. In the public sector, where you can’t go out and raise your prices, I 

use it all the time. Monthly accommodation caps the city’s monthly exposure to 1/12 of 

the annual liability, so it is a budgeting tool. It helps you control your cash flow. Cash 

management and utilization review are two things that the insurance company, or the 

TPA, provides that help you determine medical necessity and control costs. And then we 

also have some cost-savings features that are built in at the employee level, which would 

include the Future Moms Program, the mail order drug program, and the 24-hour nurse 

line. So, there are protections built in at the employer level and also at the employee 

level. Are there any questions about that? 

 

President Kirchner: The aggregate stop-loss coverage caps the city’s maximum annual 

cost. Can you explain how that is calculated? Like in 2012, what would be our maximum 

annual cost?  
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Liz Fortney: Can I defer that for just one second, because I have a slide on it in just a 

minute? 

 

President Kirchner: Okay. If we’re going to coverage these in-depth. I didn’t know if 

this was it and then we move on to other… 

 

Liz Fortney: No…I’m going to give you…from the email I got, it sounded like you kind 

of wanted to know what the numbers are, so I have that all included.  

 

President Kirchner: Would it be possible for council to get a copy of this? 

 

Liz Fortney: Absolutely. I can email it to you.  

 

President Kirchner: Okay. Perfect.  

 

Liz Fortney: And I can also give you the supporting collateral that shows where the 

numbers came from. I didn’t do all the math on the slides. I’m happy to provide it for 

you. Are there any other questions on here? Okay. When the city started looking at 

minimum premium plans, we initially went with an independent third-party 

administrator and an independent stop-loss carrier. We were with that company, which 

was called Benovation, for two years. At the end of the two years, we went out to bid 

again and we moved the coverage April 1, 2011, so a year ago, to Anthem. So Anthem is 

now acting as the stop-loss carrier or the insurance provider and also the claims payer or 

the third party administrator. We did that for a few reasons. The first is the specific 

deductible with Anthem applies to the family. Under most stop-loss coverages, the 

specific deductible is applied per person. What that means to you is if you are a family 

of six and, God forbid, you and your other five family members were involved in a 

serious car accident and all went to the hospital, under most stop-loss contracts, the city 

would be on the hook for $55,000 per person. So, for the six of you, it would be $55,000 

times six. Anthem offered a contract that I felt was superior in that they capped the 

specific deductible per family. So, in that same scenario, if six people in a family were 

injured in a car accident, the city’s liability would be capped at $55,000. One of my roles 

as a broker is to analyze where risks might be incurred and try to mitigate those to the 

greatest extent possible, and I felt like this $55,000 family-specific was an advantage 

over what you previously had. In addition to that, Anthem offered a 24/12 contract. 

What that means is claims are incurred in 24 months, paid in 12 months. So, in a self-

funded contract, your contract starts April 1, but there could be a claim hanging out there 

from 9 months ago that just hasn’t showed up yet. That 24/12 contract says that Anthem 

will reach back all the way to 12 months ago and pick up coverage for anything that’s 

out there that we don’t know about. Your previous contract only looked back three 

months. So, again, I felt that this provided some additional protection for the city. The 

maximum total liability is capped under the Anthem plan at a level that is equal to and, 

in most cases, less than every other quote that we got, including the fully funded quotes. 

So I felt that in addition to having contractual advantages, the pricing with Anthem’s 

plan offering was also superior. The funding levels that the city uses, and this addresses 

one of the questions that was in the email, the funding levels are “What do we charge?” 

“What do we consider to be the single rate and the family rate?” Because when you have 

self-funding, it’s not really done that way. They’ve come up with a big pot of money by 

looking at the 500 people roughly that are covered under your plan and saying, “Okay, 

among all these people, how many dollars of claims do we think they’re going to have 

next year?” And that’s what it is. It doesn’t come out in a quote of ‘x’ amount per single 

and ‘x’ amount per family. It’s just a number and then we have to break that down using 

some mathematical formulas to come up a single rate and a family rate. However, it is 

important in doing that that we use funding levels that are based on the city’s maximum 

liability. Each year when we do the budgets for the departments, we break down, based 

on the funding level, how much Mary Kay needs to pull from each department for each 

single person and how much she needs to pull from each department for each family 

person. That money goes into an insurance fund and claims are paid out of that fund. If 

we didn’t use funding levels that were based on the maximum liability and the maximum 

liability was kept, then there wouldn’t be enough money in the insurance fund to pay 

those claims. Under law, self-funded, particularly with municipalities, are required to 

maintain adequate reserves to pay the claims. So we have to use funding levels that are 
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geared to cover the maximum possible costs. What happens when we have a good year 

and costs are lower than expected, is that we end up with a balance at the end of the year, 

or a surplus, if you will, in that insurance fund. That’s the position we’re in this year, 

which we are going to talk about a little bit more in just a moment. Are there any 

questions on any of that so far? 

 

Liz Fortney: Okay. So, to compare and contrast fully funded and self-funded plans. Fully 

funded plans – an advantage from an employer perspective is you have a premium that 

you pay every month, you know what it is, it’s easy to budget to, and it’s going to be 

fixed from one renewal to the next. Under a self-funded plan, you know what your fixed 

costs are, you know how much the premium is for that specific and aggregate stop-loss, 

you know how much it costs to hire an administrator to pay those claims (in this case, 

Anthem), but you don’t know what those claims are going to be until the year is over. 

You know what the maximum is, you know what the minimum is, but you don’t know 

where at on the spectrum your actual costs will fall. Under a fully funded plan, if the 

number of employees covered by the plan significantly decreases, you will realize an 

immediate reduction in your premium. You’re not insuring those people; you’re not 

going to pay a premium for those people. Under a self-funded plan, your liability is your 

liability, and if you lay-off 50% of your employees, your liability does not go down, 

except by the fixed costs. That is why, every single year when we talk about renewing 

the plan, the number one question is, are you expecting to have any significant reduction 

in workforce, because if you are, that would be a trigger to maybe look at going to a 

fully funded plan. The down side of a fully funded plan is that when you have a bad 

claims years, you’re going to get a big rate increase. So, the next year, you’re going to 

pay that big rate increase every single month, all the way through the year, even if the 

next year you have a great claims year – if it was a total anomaly. Under a self-funded 

plan, if you have a terrible claims year, they are going to raise that maximum liability, 

but if you have a good claims year the next year, you’re going to recognize an immediate 

savings because you’re only going to pay the claims that you incur. So, you’re not 

locked in to that rate increase like you are with a fully funded plan. Another advantage to 

self-funded plans is that there’s much greater flexibility and transparency in the claims 

process, so it enables us to look at what is driving our costs and is there something we 

can do with plan design to change behavior so that we can control the areas that are 

maybe being abused. Any questions on that? 

 

President Kirchner: When you’re talking about comparing and contrasting fully funded 

to self-funded, looking at how we fund a self-funded program, the part of the program 

that I’m curious about would be the down side. Let’s say we have a terrible claims year. 

How does that kind of a situation – obviously we all hope that never happens – but if 

you had a significant claims year, how would that affect the immediate budget of the 

city. Maybe you are going to get to that later… 

 

Liz Fortney: No. I’ll answer that right now. It’s actually a good time for that. It doesn’t 

really affect it at all, because you know what your maximum liability is from the start, 

and as long as you establish your funding levels to fund to the maximum liability and 

budget for that, then the city’s liability is covered and anything over and above that 

terrible claims year is picked up by the insurance company. So as long as you set those 

funding levels based on the maximum liability, it won’t have any impact at all. So, it can 

only be a plus if you have a better year than expected. Does that make sense? 

 

President Kirchner: It can’t be a negative, you’re saying… 

 

Liz Fortney: It cannot. 

 

President Kirchner: …because the funding levels that are put in every year fund to the 

maximum exposure.  

 

Liz Fortney: If it is set up properly, which we make sure that it is. 

 

President Kirchner: So, we always have enough to cover the worst year.  

 

Liz Fortney: Correct. 
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President Kirchner: Okay. Thank you.  

 

Liz Fortney: Any other questions on that? 

 

Loren Stuckert: I have a question.  

 

Liz Fortney: Yes sir.  

 

Loren Stuckert: On that 12/24 that you talked about…if you got into the 24 and they 

came back and had to clean up some claims that we didn’t know we had, would that 

impact…you know… 

 

Liz Fortney: No. Because they go back and they apply those to the maximum out-of-

pocket liability for this year and that’s why that 24/12 contract is more attractive. 

Because, you know, you don’t expect things to come back nine months later, and usually 

when they do it is due to some very large, very complex claim that just didn’t get 

processed and adjudicated in a timely manner. Insurance companies will pay claims up 

to twelve months following the date of service, so by having that 24/12 contract, you are 

contractually protected for the longest period of time that a provider can still file a claim 

against the city.  

 

Loren Stuckert: Even if you had a surplus.  

 

Liz Fortney: Correct.  

 

President Kirchner: There is something else that you said that I want to understand. With 

a fully funded plan, no matter what your workforce size, if you shrink it, you would 

instantly have savings, but in a self-funded plan, you would not.  

 

Liz Fortney: Correct.  

 

President Kirchner: And I want to understand why the not.  

 

Liz Fortney: The not goes back to the example that I gave about how there’s not really a 

single rate and a family rate, there’s a big pot of money. That pot of money is established 

contractually when the plan is written from year to year. It doesn’t matter if you decrease 

workforce. What typically happens, when people have a big decrease in workforce, 

they’re either having a layoff or something of that nature. People are generally not 

working in that case. So, if you have a pool of employees or ex-employees who are not 

working, which ones are going to pay the COBRA? Not the healthy ones. So, what 

we’ve found is that when employers have large reduction in workforce, their risk doesn’t 

decrease because the unhealthy ex-employees are the ones who take COBRA. With a 

self-funded plan, that liability is fixed and that’s why we have that discussion every year 

going into the renewal process.  

 

President Kirchner: And that takes place…? 

 

Liz Fortney: Annually.  

 

President Kirchner: In the first three months of this year? 

 

Liz Fortney: At the renewal.  

 

President Kirchner: Okay.  

 

Liz Fortney: You mean when does the discussion take place? 

 

President Kirchner: Yes.  

 

Liz Fortney: Oh. We start working on it in November for April 1. 
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President Kirchner: Okay.  

 

Councilman McKay: Liz, when would the following premiums would be reduced? 

 

Liz Fortney: I’m sorry? 

 

Councilman McKay: The following year after a major layoff, then the total premium, if 

you will, would be reduced obviously.  

 

Liz Fortney: The total liability would probably be reduced, but what the underwriter is 

going to look at is what are the claims going on in the group. So, let’s just take a 

ridiculous scenario that you have 200 employees and you lay off a hundred of them and 

25 of those hundred have cancer, and they all take COBRA. Well, they’re still on your 

plan and so, you know, in that case, it’s not going to go down the next year, any more 

than it would on a fully funded plan if all those people took COBRA. 

 

Councilman McKay: Thank you.  

 

Liz Fortney: Any other questions? 

 

President Kirchner: So, based on what you just said there, any more than it would on a 

fully funded plan if they took COBRA, then I’m gathering that the same scenario in both 

of them would still be affected the same way, the only difference being in a fully funded 

you would not be paying the premiums, now the individual would be paying the 

premiums, but the claims would affect your overall future rating…. 

 

Liz Fortney: Exactly.  

 

President Kirchner: …which goes to the cost of your insurance.  

 

Liz Fortney: The underwriting process is identical, whether it is self-funded or fully 

funded, it’s just a matter of who’s paying the claims. How the underwriter looks at the 

group is the same.  

 

President Kirchner: Okay.  

 

Liz Fortney: Any other questions on that? Okay.  

 

Paul Fear: If you had a zero claims year, for example, or a minimal claims year, and 

you’ve gone ahead and done your self-funding to meet what your guesstimates would 

be. How would that affect your next year [Inaudible]? 

 

Liz Fortney: It depends. That is not an insurance company question, that is an 

administrative question, because that is employer’s money. It’s in the employer’s bank 

account, and the employer can make a decision about what they want to do with that 

money. Now, my recommendation is make sure first that you have adequate reserves 

because that’s audited every year. We’re going to talk about that in a minute. Make sure 

you have adequate reserves there. Some employers reduce the employee contribution. 

Some employers put it in the General Fund. Some employers use it to improve benefits 

or add different coverages. It’s totally an administrative decision what you do with that 

money.  

 

Paul Fear: [Inaudible] the following year because you would assume what those losses 

were going to be. So, if you say you have that you have 140 employees or whatever your 

number is and you have $800,000 in the fund, that’s it for this year. Now, if you don’t 

have any claims and you have $800,000 in your fund because you haven’t paid any, you 

have the option of going to zero with the carryover or to reduce it or leave it the same 

and do something else with it.  

 

Liz Fortney: Exactly. But that has nothing to do with the insurance company. That’s an 

administrative question. Are there any other questions on that? 
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President Kirchner: So, you’re indicating those aren’t options to the plan like adding 

more coverage or reducing the employee cost.  

 

Liz Fortney: That’s an administrative decision that is made by the employer.  

 

President Kirchner: So, we don’t have to buy a plan with, say, a fixed employee cost and 

then the city’s cost is the rest regardless of family or single? Every year… 

 

Liz Fortney: No. You pay an administrative fee, which covers your insurance premiums 

and administration and providing the network and all the costs containment mechanisms 

and all of that. That’s an administrative portion. The rest is a variable function, which is 

claims. You know the maximum, but you don’t know the actual until the end of the year.  

 

President Kirchner: Okay. So, there is a fixed cost for the portions that are known in the 

administration of the plan…the stop-loss coverage and things like that.  

 

Liz Fortney: Correct.  

 

President Kirchner: The variable is in the claims itself and then the question that I have 

been led to be the answer to Paul. If you have a zero claims year and you have all that 

money left over, you can do things with it like add coverages. So, you could add vision 

and dental and things like that. And that’s what I’m asking, would that be kind of an a la 

carte menu where you would come and say, “Well, here are some other options that you 

have, if you would like them.”  

 

Liz Fortney: Assuming you would want to leave it within the insurance plan, which you 

don’t have to do.  

 

President Kirchner; Okay. Very good.  

 

Liz Fortney: Does that make sense to everybody? Okay, so there are four partners in a 

minimum premium plan. The first is the city. The city determines the plan design. The 

city determines what coverages we want to provide for our employees. How much do we 

want the employees to pay out of their pocket? The city purchases the stop-loss 

coverage. We look at different stop-loss levels every year. I do a risk-aware analysis and 

the city makes a decision. Do we want a $55,000 individual or do we want a $60,000 or 

a $75,000 or a $100,000? How much risk are we willing to take? The city selects a third-

party administrator – in this case Anthem – to process and pay the claims. The third-

party administrator processes and pays the claims. They setup and manage a provider 

network and they manage disease management, case coordination, precertification and 

things of that nature. The stop-loss carrier, which in this case is the same as the third-

party administrator, since we are using an insurance company, pays the claims in excess 

of the specific stop-loss or the aggregate stop-loss. What happens when you have a really 

bad year? The insurance company steps in and takes care of that. The fourth partner is 

the broker, Hukill, Hazlett, Harrington, in this case, and our function is primarily to 

assist the employer with risk-reward analysis, to look at different plans, to look at 

different contracts, determine what level of risk is appropriate for a given employer in 

their situation, how can we mitigate risk to the greatest possible extent, to vet TPA’s, to 

look at insurance contracts. We also provide a full-time customer service representative 

that is assigned to the city and their employees so that city employees are not wasting 

their time calling the insurance company and hanging on hold for 30 minutes. They have 

one point of contact in our office, and I think everyone in these two rows have talked to 

Lora on many occasions. You can call her for any line of coverage or for any question 

that you have. She takes the information, gets the answer, and gets back to you. So, that 

is something else that we provide. We also assist in the circumstance where there is an 

aggregate claim. Aggregate meaning you have that worst case possible claims year, 

which, in the case of the city, happened in 2010. The aggregate claim always generates 

an audit. An auditor comes in and looks at every claim that was paid and determines did 

the third-party administrator pay this claim correctly and is there any money due back to 

the city. There was a refund to the city and in 2011, when I reviewed the audit report, 

there were a number of claims in that audit that were declined as being inappropriately 

paid that I felt were accurate. I was able to do research, accumulate additional 
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information, send it to the auditor, and got an extra $53,000 returned to the city in April. 

So, that’s one of the functions that we also service. Any questions about the four plan 

partners? Yes, sir.  

 

President Kirchner: Did I hear you say correctly that 2010 was one of those worst case 

years? Can I understand what you mean by that? 

 

Liz Fortney: That means that you hit the aggregate maximum liability in 2010 and the 

insurance company stepped in and paid the amounts in excess of that.  

 

President Kirchner: So, we paid every penny out of what we possibly could in risk? 

 

Liz Fortney: Yes.  

 

President Kirchner: Did that affect, likely a silly question, the cost of 2011’s insurance? 

 

Liz Fortney: Yes and no. It affected the point at which 2011’s maximum aggregate 

deductible was set. However, 2011, miraculously, all the city employees recovered from 

their maladies and you had a great year, so you ended up with a surplus of $618,000 in 

your insurance fund for 2011, that you would not have had in there had you been paying 

a fully funded premium. So, yes it did impact it in the sense that if you had had another 

catastrophic year in 2011, your number would have gone up, but you didn’t, so it went 

significantly down. Does that make sense? 

 

President Kirchner: So, we put the two extremes back-to-back.  

 

Liz Fortney: Right.  

 

President Kirchner: We had a worst case year and a best case year, and we actually had 

an excess in our 2011 fund, which would have just ended… 

 

Liz Fortney: March 31. 

 

President Kirchner: March 31 of 2012, right? 

 

Liz Fortney: Correct.  

 

President Kirchner: So, we had an excess of $618,000 in that fund at the end of the plan.  

 

Liz Fortney: Correct. Any other questions on that? Okay, this is just a snapshot of the 

renewal process, because one of the things that I’ve heard, which really kind of surprised 

me, this year was that the perception among city employees is that we never shop the 

insurance. So, what I have here is a history going back to 2005, which is when I became 

involved with the city. 2005, we’re already talked about. Different brokers were 

interviewed, different proposal were prepared, and HHH was basically hired at that time. 

In 2006, we shopped insurance carriers and ended up renewing the same plan that we 

had with United Healthcare. In 2007, we shopped insurance carriers and we retained the 

HRA strategy in 2007 but we changed insurance carriers from United Healthcare to 

Humana. In 2008, we shopped insurance carriers and we renewed the same HRA 

strategy and stayed with Humana at that time. In 2009, the city shopped both brokers and 

insurance carriers. At that time, the city elected to stay with Hukill, Hazlett, Harrington 

as a broker, but we did make the move from Humana to Benovation. We also made the 

move from HRA, baby stepped to self-funding, then to a true minimum premium plan. 

In 2009, the city shopped insurance carriers and renewed with Benovation. In 2011, the 

city shopped both brokers and insurance carriers and they did again decide to retain 

Hukill, Hazlett, Harrington as the broker, and we made the move to Anthem for the 

reasons previously discussed. This year, in 2012, there are some differences in the 

process surrounding the insurance renewal, which we are going to talk about in a minute. 

But the city again elected to shop both brokers and insurance carriers in 2012. Once 

again, thankfully, Hukill, Hazlett, Harrington was hired to be the broker and we decided 

to stay with Anthem in the coming year, and you’ll understand that in just a moment. 

Any questions about this? 
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Liz Fortney: So, it has been shopped every year. We generally get, I don’t know, 

probably four to five fully funded quotes and about eight stop-loss quotes this year. You 

can see from that fact that we’ve changed carriers a few times that the insurance is being 

looked at actively year, it’s not just an automatic, send it to us on December 29 and we’ll 

sign off on it. The 2012 renewal, as I said, was a little different than it’s been in the past, 

because we’re under a new administration and some new processes have been 

implemented. The first was that an insurance committee, made of the HR Department, 

the Mayor, and seven city employees was established to interview brokers and review 

insurance proposals. My personal feeling is that this is an excellent idea because I think 

it gives employees ownership in the plan. If employees in leadership positions support a 

plan and understand a plan, they take that back to the rest of the employees and there is a 

greater level of satisfaction with the benefits that are provided. So, I was very happy to 

have an insurance committee in place. I personally requested quotes from Aetna, 

Humana, Medical Mutual and United Healthcare on the fully insured side. I requested 

quotes from all of those carriers on the self-funded side and also vetted two additional 

TPA’s, Employee Benefits Management Corporation out of Columbus, and Medical 

Benefits out of Dublin, Ohio, and obtained a number of different stop-loss quotes. The 

insurance committee reviewed all of the quotes from all of the different brokers and 

decided that the Anthem quote that was on the table was the most attractive for the city 

and decided to renew the plan as-is for 2012. Any questions about that? 

 

Liz Fortney: This is a snapshot that is currently in force for city employees, and this was 

one of the things in your email. This came right out of the employee meeting that we had 

a couple of weeks ago. The plan year deductible is $500 for someone with single 

coverage, capped at $1000 for someone with family coverage. There are co-pays for 

certain services, which include office visits, emergency room, urgent care, and 

prescription drugs. Office visit co-pays are $15 for primary care, $30 for specialists. 

There is $100 copayment for emergency room use and $35 for urgent care center use. 

The drug card is a three-tier drug card with a $10 for generic medications, $25 for brand 

name medications that are on Anthem’s preferred drug list, and $40 for brand name 

medications that are not on Anthem’s preferred drug list. Copayments accumulate 

toward the deductible with exception of those for prescriptions. Things other than 

copayment items are covered at 100% once those deductibles are met. Preventative care 

under this plan is covered at 100% and that is mandated by healthcare reform. 

Preventative services include most services that people would routinely have done, 

including routine adult physicals, routine well-child care, immunizations, pap smears, 

mammograms, osteoporosis screenings, PSA tests, flu shots, pneumonia vaccines, and 

for those of us who are over 50, Happy Birthday, your colonoscopy is covered.  

 

[Laughter] 

 

Liz Fortney: The preventative care is mandated. It is covered by all health plans at 100% 

under healthcare reform. Any questions about that? 

 

Liz Fortney: Funding for the 2012 plan year. The total maximum plan cost to the city for 

2012, including claims that have been incurred but not yet paid (if a plan stops on March  

31, there are claims out there that have happened that we don’t know about yet), so 

including those claims that are incurred but not paid, the net of employee pay-in 

contributions is $2,320,271. COBRA administration services cost an additional $2575 

per year based on current enrollment, and the reserves that are required, for the incurred 

but not reported claims, and this was just released in actuarial…  

 

TRANSCRIPTION INTERRUPTED – END OF TAPE 

 

Liz Fortney: …additional number on top of that. Does that make sense? 

 

President Kirchner: Can I…Again, I’m not sure that I understand. I understand that the 

reserves are part of the 2.3 million dollars roughly. That means that we only need to 

keep reserves of $308,700 on hand for the potential loss of 2.3 million? Or… 
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Liz Fortney: What that means is the estimation of claims that are out there that are 

incurred but not paid is $308,700. So, when you are calculating the funding for your 

2012 amounts that Mary Kay pulls from each department, you need to account for that 

$308,000 within that two million dollar number. 

 

President Kirchner: Okay.  

 

Liz Fortney: But if you’re funding to the maximum level, then that is taken care of.  

 

President Kirchner: So, we are already funding to that level and that’s an estimate of 

what could be out there as of the end of last year’s plan? 

 

Liz Fortney: Correct.  

 

President Kirchner: Okay.  

 

Liz Fortney: For dental insurance, the total expected dental plan cost to the city for 2012 

including incurred but not paid, the net of employee contributions is $122,892. Reserves 

for incurred but not paid, as reported by our actuary is $13,200. Now, having said that, I 

want to clarify that on the previous page I used the term maximum and on this page I am 

using the term expected. Dental claims are not covered by the aggregate or the specific 

liability. The dental plan here at the city is truly self-funded, so whatever it is, that is 

what we pay. Okay? So, there isn’t a maximum cap on dental insurance from an 

insurance perspective. Now, from a benefit design perspective, each person is entitled to 

only so much benefit, and dental insurance is the most predictable type of claims 

experience of any type of claim other than short-term disability, which we are also self-

funding. Any time you can totally predict the cost of something, you should just fund for 

it. You shouldn’t buy insurance. So, the reason that this says expected and the other said 

maximum is because there is no real maximum cap on a truly self-funded plan, which 

your dental insurance is. Does that make sense? Okay.  

 

Liz Fortney: Your vision insurance, interestingly enough, I got fully funded quotes for 

the vision insurance and the fully funded quotes came in lower than your actual claims 

experience for your vision, so we fully funded the vision insurance for this year. Since 

it’s fully funded, there’s no incurred but not paid; therefore, there is no reserve required. 

Any questions on that? 

 

Liz Fortney: Life insurance, which had a zero percent increase this year, is a fully funded 

coverage. The total cost for the group for the year is $8,923 based on current enrollment. 

Since it is fully funded, there are no reserves required. Now, I want to pass out a 

handout, and I didn’t realize there were going to be so many people in the audience, so 

I’m not sure I have enough for everyone but possibly the council members. I think this 

might help to crystallize in your mind what I’m talking about between fully funded and 

self-funded plans and how they work. What I did here is I looked at the plan year that 

ran from April 1, 2011 and just ended on March 31, 2012. I went back to last year’s 

bidding process and pulled out the best of the fully funded quotes, which was the United 

Healthcare quote. The United Healthcare fully insured, there in the orange, includes the 

fully insured premiums plus the incurred but not paid, or the run-out, from the prior self-

funded plan or minimum premium plan that one would have to pay if you changed 

carriers. The Anthem actual includes the administrative costs, the actual claims paid, and 

the run-out from the prior carrier. So in both cases, I’ve adjusted for that run-out, so it’s 

not skewed one way or the other due to that. If you look month over month, this is 

exactly what happens when you have a really, really bad plan year and then you have a 

really, really good plan year. The best fully insured  proposal that we got for April 1, 

2011, would have cost the city $2,711,292 for the plan year that just ended. The actual 

plan costs were $1,837,772 – a difference of $873,520.  

 

President Kirchner: Let me make sure I’m connecting the dots. 2011 being the best case 

scenario, 2010 being worst case scenario. Claims review, while UHC was giving this 

bid, would have been based on our worst case scenario year.  

 

Liz Fortney: As was the worst case under Anthem.  
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President Kirchner: Correct. But going into the best case year, we actually had planned 

$618,000 more based on the experience. I understand…I’m just wanting to connect these 

dots.  

 

Liz Fortney: Sure.  

 

President Kirchner: So, this $873,520 savings, had we had another year like 2010, could 

have been only…and I say only because I’m just comparing the numbers…but it could 

have been a…if I’m reading this right…$255,000 difference. So, there was a savings in 

the plan either way.  

 

Liz Fortney: Correct. 

 

President Kirchner: Two hundred and fifty-five was the original expected, and because 

we had lower claims, we actually had a significantly larger savings.  

 

Liz Fortney: That is exactly a perfect explanation.  

 

President Kirchner: Thank you.  

 

Liz Fortney: This is why I believe in self-funding because if the plan is set up right, you 

don’t have any downside risk and you have huge upside potential in the case that you 

have a good claims year. So, that’s really all that I have. I have all of the collateral in 

terms of running down by where these numbers came from, and I’m happy to share 

them. There’s no secret to it, but I just felt like I didn’t want to put too many numbers on 

the screen. Are there any other questions? Yes, sir.  

 

Paul Fear: What does it do for you in self-funding, as I’m reading in the industry, that 

you require the person that you hire to be a nonsmoker? What would happen if you 

required every employee and maybe a spouse to get a physical every year and a 

colonoscopy every five years? Would requiring something like that force down your 

insurance because you detect some of these things in advance and save people’s lives or 

is that something you can’t manage.  

 

Liz Fortney: Well, within in the law, there are certain things that you can in fact mandate 

through rewards or disincentives. You can use either the carrot or the stick. Under 

current law, an employer can charge up to 20% more for employees that do not meet 

certain wellness requirements. That might be as simple as, if you’re a smoker, we’re 

going to charge you 20% more. That’s what we do in our office. You can have wellness 

programs and say, “If you participate in the wellness program, you’re going to pay this 

out of this paycheck. If you don’t participate in the wellness program, you’re going to 

pay this out of your paycheck.” In today’s world, that maximum differential is 20%. 

January 1, 2014, that is going to 30%. So, there are also things in the law that prevent 

discrimination against people who are unable to participate. So, there are protections 

built in, but it is certainly true that the return on investment for wellness programs is 

huge. In fact, I met with the Wellness Director from Anthem for lunch the day before 

yesterday about the city’s plan. Danny’s already gotten an email on it and I’ve 

recommended that we have a mid-year meeting of the insurance committee to look at 

what things might be offered for the city and what kind of return on investment…. 

 

Paul Fear: [inaudible]…because PERS must have had some success because my wife’s 

on that. There’s three items, if she gets a pap, physical and something else every year, 

not only do they pay 100% of it, but they give her $75 in this spending account that she 

can use for…to offset her costs of prescription drugs. This year they’ve gone to…they 

have three or four drugs…she’s a diabetic….three or four drugs that are zero co-pay for 

the next 12 months. So…um…the last time she ordered them, she had zero co-pay, and 

of course that saves you [inaudible for transcription] 

 

Liz Fortney: You know, we actually implemented a program like that in the city a year 

ago. One of the analyses I did of the city’s claim experience was on the prescriptions and 

I discovered that Nexium was the most commonly prescribed prescription in the city. It’s 



 13 

a fact that 95% of people who take Nexium are taking it for heartburn, not for 

gastroesophageal reflux disease. So, what we did, we built into the Anthem plan last year 

that if you will take Prilosec OTC, which is one isomer different than Nexium, the only 

difference being that it doesn’t heal the ulcers in the esophagus, but if you’re taking it for 

heartburn, they’re therapeutically equivalent, there’s no co-pay for that.  

 

Paul Fear: You’re going to dispense them out of the mayor’s office? 

 

Liz Fortney: Yeah…that’s what we’re going to do. But, no, there’s no co-pay, so we’re 

already implementing those types of programs here at the city. A Nexium prescription 

costs the employee $40 and it costs the city about $240. A Prilosec OTC prescription 

costs the employee zero and costs the city about $24. So, we’re already are building 

those types of programs. Any other questions? That’s all I have.  

 

President Kirchner: 2012 – how did our costs compare to 2011.  

 

Liz Fortney: You mean our maximum costs? 

 

President Kirchner: Yes.  

 

Liz Fortney: If you look at the total maximum plan costs, net of employee contribution 

for 2011, the maximum cost was $2,469,358, which is a maximum per employee cost of 

$1,429. The actual cost in 2011 was net of employee contribution, $1,719,468, which is 

an actual per employee cost of $995. The 2012 maximum plan cost net of employee 

contribution is $2,320,271, which is a per employee maximum cost of $1,352. Of course, 

we have no idea what the actual cost will be and won’t for another year. That’s medical 

only. It doesn’t include dental, vision or anything like that.  

 

[Discussion] 

 

President Kirchner: When you say costs per employee…I’m just trying to get the 

numbers in my head and figure this out…um…does that include, like, and I’m sorry if 

you just covered this. Everybody’s on a single plan? Is that what I heard? Are you saying 

every individual covered by the insurance. In other words, employee and family 

members, when you give that per-employee number? 

 

Liz Fortney: No. That’s per contract. So, there are 143 belly buttons insured that are 

employees. The $1,429 maximum last year versus the $1,352 per employee maximum 

this year is per contract. And if that’s a contract with one person or a contract with six 

people, it’s still the same. Remember, we just have one big pool of money, so all we can 

do is divide it by the number of employees, which at this time is $143. So, that’s the 

medical. On the dental, the actual per employee per month cost in 2011 was $48.60 per 

employee or per contract. The vision plan, the actual cost per employee was $18.52, and 

the life was average $5.20 per employee. Any other questions? 

 

Councilman McKay: Thank you.  

 

Liz Fortney: Well, thank you for very much for your time. That was kind of long, I 

know, and I apologize, but there are a lot of moving parts and I wanted to make sure I 

took enough time to answer questions. This is my contact information that is on the 

screen. The best way to reach me is either on my cell phone or on my email. I am 

certainly willing to answer any other issues that may come up, so please feel free to 

contact me at any time. Thank you so much.  

 

[General comments of thanks] 

 

Mayor Riley: You’ll note that in the self-funded programs, it really is important to have 

a healthy program. Improving their health and maintaining their health. One of the things 

that Danny has done for us is to help with the employee health and safety programs. And 

that’s so we have employees who are really focusing on their health, which is, I think, 

one of the reasons why we had a good year last year. I also would like to note, Liz 

mentioned the employee insurance committee. It went very well. We did this at the 
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county all the time. I’ve always found that educated, empowered, informed employees 

make good decisions and recommendations. They listened to all of this and put in a lot 

of time and they came up with some recommendations and a good understanding of 

what was being presented by those. I think they made a good recommendation in the 

mayor’s office. I appreciate it.  

 

President Kirchner: Liz, one question did occur to me. As you noted in the beginning of 

the presentation, the plan timing does not coincide with the budget season. Would it be 

possible to shift that plan six months? As you’re indicating, January 1 is a bad time, but 

if you started on October 1, with us being able to see the budget in front of us and 

actually have the costs in front of us, as opposed to April 1 where it’s six months away, 

would that be something that at some time in the future we could look at?  

 

Liz Fortney: Absolutely.  

 

President Kirchner: Because it seemed like in 2005 when this all changed, we had a plan, 

we stayed with it until we found something else, and then we moved to that plan. So, the 

renewal can take place at anytime we want to go out and take another look is what I am 

understanding.  

 

Liz Fortney: Well, yes and no. The renewal with the current carrier is a little different 

than the renewal if you’re shopping to a different carrier. With the current carrier, 

they’re not going to come back and re-underwrite your plan in six months. So if you’re 

objective is to move to an October 1 plan date, then in January 2013 I would need to let 

the underwriter know that you’re wanting to renew in October. Then, they would do one 

of two things: they would either give you a discounted short renewal for six months or, 

preferably, they would give you a slightly up-charged renewal of 18 months. If you have 

a good year this year, that is, of course, what we would ask for because you want that 

locked in. Then you would go from January to October. But that would be the process if 

you’re not changing carriers. If you’re changing carriers, all these insurance contracts 

are unilateral and you can move any time you want to. But, right now, I feel like the 

contract that we’ve got with Anthem is extremely strong in a lot of areas. Unless they 

come back with some really unattractive pricing, I wouldn’t want to give that up if we 

don’t have to.  

 

President Kirchner: My application would be to look at it in a move-forward sense. You 

have a good claims year, obviously you ask about the move to an 18-month coverage.  

 

Liz Fortney: Mm-hmm. 

 

President Kirchner: That would then put it into a budget sequence that would make sense 

to the budgeting process. It also would keep you away from that final quarter of the year 

where you can’t get an appointment with folks and be able to negotiate that.  

 

Liz Fortney: Right. Sure. And if that’s something that you want to do, then the time to 

do that would be January 2013 and then we can ask them and see what they’re willing to 

do in that regard. It’s certainly possible.  

 

President Kirchner: Very good.  

 

Liz Fortney: Any other questions? I know you all have a lot of other things that are on 

your agenda, and I thank you very much for your time and attention.  

 

[General comments of thanks] 

 

President Kirchner: The other part of that email about understanding insurance involved 

understanding the analysis of the budget. Last October, Mary Kay, we would have set 

budget amounts for the entire year this year based on an assumed level of funding. As I 

recall, the budget’s pretty much stayed the same. Does that indicate that we now have, 

have you done the analysis on the impact, that was the part of the email request for this 

information, and I didn’t know if you had had time to prepare the budget impact to the 

benefits, obviously we saved $616,000 last year, on the insurance costs.  
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Auditor David Hollingsworth: I’m not sure if I understand your question.  

 

President Kirchner: Last October we used the same cost of insurance from last year to 

build this year’s budget.  

 

Auditor David Hollingsworth: Right.  

 

President Kirchner: Based on what she has described, we saw a decrease in the cost of 

that insurance. We also saw a lower than expected cost of the plan year.  

 

Auditor David Hollingsworth: I don’t know that we changed that. It probably was not 

changed once we got the renewal amount as far as our maximum exposure. That 

probably was not changed. That would have taken an act of council to do that.  

 

President Kirchner: Well, my question goes to, based on what she described, do we have 

budget impact positive? Budget impact to 2012 now.  

 

Auditor David Hollingsworth: We probably do, because I imagine that maximum cap 

probably came down. I don’t know what that dollar amount is, but there would be, 

because that maximum cap would have been based on 2010 basically, which was a bad 

year. No, we have not factored that in, and I don’t know what that number is off the top 

of my head.  

 

President Kirchner: If we could take a look at that, obviously that makes a very positive 

impact to this year’s budget situation.  

 

Paul Fear: You also have to decide if you’re going to throw the 618 of the operating 

budget and move it out of insurance. 

 

Auditor David Hollingsworth: I’m sorry…what? 

 

Paul Fear: That 618 that you saved, she says you can basically do something with. You 

can put it in your operating budget back from the insurance fund because you’re still 

funding the same amount next year whether it’s higher or lower, which you haven’t 

gotten the bill for. You basically have 618 to use.   

 

President Kirchner: That’s why I’m asking the question because we could potentially 

have just seen a very significant [inaudible] in budget impact.  

 

Mayor Riley: That money was paid by employees and the city for insurance purposes?  

 

President Kirchner: We have fixed levels of contribution from the employees. Is that 

correct? I do at work. I pay so much for my insurance whether I use it or not. Correct? 

That answers the questions I had. We’ll take a look at it when we get a chance. Bob, at 

this point, since she has completed her presentation, I would say that if you want to 

continue with the budget work session at this point.  

 

Councilman Mead: Thank you, Mr. President. I think we all are a lot more intelligent 

about the insurance package. A lot of people are probably like me, they’re like a rock, 

and self-funding sounds like it’s self-funded, but it’s much more complex than that. We 

really appreciate the fact that we’ve had someone in here to talk about it. Some of you 

might wonder why we are having a work session instead of a committee meeting. One of 

the reasons is that in a committee meeting, it has been determined that members other 

than the three committee members, even though they are council members, may not 

speak and may not discuss. In a full council meeting, anybody can discuss. It’s also an 

opportunity for other people that don’t usually come to council meetings or committee 

meetings to put the input into the process. One of the things that I want to say just 

personally is that…and I’m sure that everyone of you if you polled them would say that 

even though sometimes you may think it isn’t true, council really does care about the 

employees of Wilmington. It really does. We’re glad that there’s a good insurance 

package and we’re not out here to chop everybody off. When you hear some of the 
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information, you’ll understand why I’m giving [inaudible over coughing], maybe you 

are too. One of the things at the beginning, when we did the budget this past year, we 

had about a 1.3 million dollar budget in the deficit. If you will remember, if you can run 

your computer back to the meeting where we passed it, Randy, the mayor sat in the back 

and he said, I guess he had been elected mayor, he said, “You know, they’re just 

numbers on paper. You guys pass whatever you want, because at the end of the year, it’s 

not going to be that. It’s going to change.” So we know that Randy…I’ll call him Mr. 

Mayor…Mr. Mayor has been working on that since that time. I know he has been 

working and he’s done some things already. He’s working on it…the budget…and 

council has also. So, one of the things that I can tell you is that we all have to work 

together to accomplish a workable budget, and we’d like to bring the budget into line for 

this year that we’re in now – 2012 – in order that we’ll have a chance to balance the 

budget in 2013. If we don’t do anything to the size of our budget now, it’s going to be a 

good drop-off when the 2013 budget comes out, so we’re trying to get people and 

department heads, managers, council, the mayor, everybody thinking, “Okay, let’s all 

work together. Let’s get this thing done. Let’s work on it the rest of the year, so when the 

beginning of the year comes and we have a new budget, it won’t be such a crash.” The 

starting carryover, according to the auditor, needs to be 25% of our first quarter of our 

budget so we’ll have money to pay our bills in the first quarter. I know everybody wants 

to get paid. I know my salary is high enough that I want to get paid. So, keep that in 

mind. We planned later on to have a brainstorming session at the end of the meeting. 

Depending on the time and what the President of Council thinks, we may or may not 

have that at the end of this meeting. We want to work together. We want to try to get this 

budget under control. I’m not saying it’s out of control; I’m saying we don’t have any 

money anymore. The money is going away. So, we need to get it under control so we 

can manage it with the money. The city can manage. Mary Kay and the Auditor can 

figure out what’s going on, so by the time the 2013 budget comes around, it won’t seem 

quite as terrible. Thanks for listening. Mr. President. It’s yours. 

 

President Kirchner: At this point, we had scheduled some time for the Auditor to be able 

to go over the basic General Fund budget.  

 

Auditor David Hollingsworth: I can do that. It’s going to be kind of hard to do this early, 

especially I think Mary Kay talked to Marque. The first quarter is our biggest influx of 

income tax dollars, and I think there are still some revenues that aren’t in here. Right 

now we’re showing a fund balance of about a million-seven in the General Fund. I don’t 

know the exact amounts, but I know there are some income tax dollars that aren’t 

reflected in there that came in during the first quarter. They just haven’t been posted yet. 

We’ll have a better feel for that. I guess the questions, probably, as far as the revenues 

go, better addressed to Marque as far as…and it’s going to be hard to tell right now 

whether we’re going to hit the 4.1 or not.  

 

Marque Jones: With the volatile situation of the employers in Wilmington, it really is 

hard to determine like in the old days. You pretty much saw an increase of 2 or 3 

percent, but that’s days of the past now. The problem that we have is when a tsunami 

hits, all of the Japanese plants feel the same thing and we get affected when stuff like 

that that happens. As far as trying to predict what’s going to happen now, I mean, our 

big money is not going to come in until probably Monday or Tuesday because 

everybody’s trying to play that game – I’m going to keep it as long as I can, invest it as 

long as I can to get an additional revenue for our company, and then we will send it to 

you. So, that is why the last day of the quarter, and they know it, because the next day 

we can penalize every company we didn’t get that withholding payment from. We’re not 

really going to…I mean, as of today, we’ve collected this month $464,000. Compared to 

last year, it was $926,000, so ‘boom’ come Tuesday hopefully either Friday or Monday 

we get the biggest part of the withholding. The biggest withholder for all of this is ADP. 

They have like 200-plus companies in Wilmington that they withhold for. So, that’s a lot 

of income that will be coming in that package, and they always send it by 12:00 the day 

it is due. What I do is I track the top 20 withholding quarterly to see whether they’re 

going up or down. So, we’ve taken some hits. Say January was the 4
th

 quarter of 2011, 

now we’re in the first quarter of 2012 payment coming in, and it looks like the ones I 

have seen have really, some of them have significantly gone up, so hopefully by the end 

of the year, hopefully it will make up that difference, but there’s nothing to guarantee 
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that. Because, as you know, some companies are leaving, you know. That’s just the way 

it is right now. We know how much we’re going to lose. There’s no doubt. We calculate 

over the years what they’ve paid. We’ve already taken a look at that, so we’ll know what 

to factor in next year. Normally back in the days when Geoff was here, we normally 

would not give any prediction until after June because we felt by that time we’ve hit 

everybody with a failure to file, we’d gone after the businesses that hadn’t paid the 

withholding tax, and then that takes time for them to get it and then respond, argue about 

it, then respond, and we go to court or do something like that. So, normally by the end of 

the June we have a pretty good picture of where it is going to be.  

 

Auditor David Hollingsworth: It’s probably safe to say that 4.1 is probably the best case 

scenario, and we really haven’t done a whole lot on the expenditure side, so I don’t think 

the 1.3 that we’re talking about during the budgetary process, that really hasn’t changed 

a whole lot at this point. We’ve had a little change in employment, but as far as 

employment at the city, but I don’t think a big enough change that it is really going to 

impact the budget necessarily to a great extent.  

 

President Kirchner: I think that was really the basics of understanding that 9.2 budget, 

7.9 revenue, 1.3 is what we end the year with as a deficit to income, and then 

understanding carryover, as I understood it, was right around 2.5 million.  

 

Auditor David Hollingsworth: Right.    

 

President Kirchner: So, it was the basic coverage of that item. Marque, I know you 

talked about your timing and when you will have a better picture, and I understand the 

situation that you’re describing for the first quarter. We saw the announcement on Fortis 

Plastics. Have we encountered any other information? I know the Service Director at one 

point said there was indication of another company. Do we…? 

 

Marque: I haven’t gotten anything to say that they’re leaving…like we know Fortis is, 

but other than talk, I don’t know anything. I mean, we have numbers. If they do, we 

know what the impact is going to be right away. That’s…. 

 

President Kirchner: Do we have any kind of timing on Fortis? 

 

Mayor Riley: No.  

 

President Kirchner: You don’t have any kind of idea of whether it will be early in the 

year or late in the year? 

 

Service Director Reinsmith: Normally they always contact the mayor’s office.  

 

Mayor Riley: We did not get a warn notice from Fortis, unfortunately. We did get a 

letter that they’re still planning on leaving Wilmington. The timeline would be sometime 

by summer I would guess.  

 

Marque: I know they’re drawing down. They still have employees. We have people who 

have come in and filed their return and said, “I’m done.” We know they’re laying off, 

but to what extent, I don’t know.  

 

Councilman Jaehnig: These situations tend to be really volatile because one change and 

all of the sudden it has affected two or three months. Because, you know, we have had a 

couple of employers who have expected to be longer and then all of a sudden it sped up, 

and then others that expected to be real short and it ended up a year and a half. So, it can 

be really volatile. It doesn’t take much to change a decision.  

 

Mayor Riley: And I’ve heard scuttlebutt that there are other companies that are looking 

at that plant, but I mean, that is all pure scuttlebutt and you can’t hang your hat on that. 

My hopes and prayers are that somebody says, “Hey, let’s move to Wilmington.” That’s 

what we work on every day.  
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President Kirchner: Larry, in that council meeting when you mentioned another 

company…. 

 

Mayor Riley: That other company… 

 

Service Director Reinsmith: I know the Mayor has followed up with a phone call.  

 

Mayor Riley: I went out and talked to them. The other company, I mean, we’re talking 

about Technicolor. They have cut back on their staff, mainly through attrition, but it has 

nothing to do with any plan to move from the area. It’s a technological change. They’re 

moving from those big film canisters more to the digital, which rather than moving 

big…it’s really just a matter of manpower. Those big film canisters, when they come 

back, they have to hook them up, reel them, they’ve got to look at every film, which is 

very labor intensive, as you can imagine. With the hard drive, basically it’s like a big 

hard drive, for the new movies, the digital movies, they just come back in, delete it, and 

add a new one. There’s nothing to it as far as manipulating the film. So it’s a lot easier 

for them to keep the film going through. It is a technological process and a technological 

change going from the 35 mm to digital. It requires a little less work. But they have no 

intention of moving from the Wilmington area. But they have cut back on a few jobs. In 

fact, he told me, when I was talking to Tony Butcher, he said they still have a very active 

labor pool. There’s people coming and going all of the time.  

 

Councilman Jaehnig: Well, they were kind of the situation where they expected the 

theatres across the country to make the switch, but in these economic times, they never 

expected them to make the switch so fast because the cost of switching from film to 

digital is so expensive. They really thought it would be a slower process.  

 

Mayor Riley: If I recall the number that Tony gave me, it’s like $80,000 per camera. So, 

on our movie theatre, with five cinemas out there, you’re talking about a lot of money to 

convert from film to digital. He said there are a lot of outlets like ours that will probably 

hold off a long time before they switch.  

 

President Kirchner: Based on the outline that we had laid out, that basically covers the 

concepts of the 2012 budget, what we entered with and where we’re at. In terms of 

spending compared to revenue estimates, we’ve covered the question of when Marque 

expects to have a better idea of what 2013 revenues could look like, which could be after 

June. The next thing that we had on the agenda outline was the Town Hall review.  

 

Mayor Riley: I just saw the agenda today, but I had prepared a review of the Town Hall 

that I was going to present at the next council meeting, but since we’re doing this one, I 

will go ahead and pass these out to you. This is a review of the information that we 

received. There was a lot of feedback and a lot of give and take with the workgroups at 

all of the tables. There was a lot of good information. I took the information and I 

divided it into cost reduction suggestions and revenue production suggestions, so we 

have two different ways of looking at this. And I didn’t edit this. These were the 

comments that came through. I may have changed the wording a little bit, but whatever 

was written down is what we kept. I tried to put a little color code on there so we could 

see. Cuts in services and staffing would be in the cost reductions/combining 

services/restructuring service delivery systems. That was the primarily 21 items that 

came through on the cost reduction suggestions. The revenue production suggestions – 

we had 23 of those. Primarily, the largest one was increasing taxes or fees. Selling city 

property or services and developing city enterprise were both at six each. Just to go 

through some of these. Some of this is difficult. Like item 3, which had a lot of people 

saying, “Well, we need to utilize volunteers as much as possible.” That’s difficult to do 

with the industry that we have. Now, the park service will be utilizing volunteers more, 

that’s one of their goals, but again, they are not in the general fund. Now that we have 

reduced their expenses; we did the return of what would have been Scott Parrish’s 

salary, they are now operating as an enterprise fund. All of the money that comes in 

from the levies and from the CAT tax, those are basically the funds that they are working 

with, and the Park Department understands those are the funds that they are going to 

have to utilize for the rest of the year, and, bless their hearts, they’re fine with that. But, 

they are going to utilize more volunteers. That is something that we can do out at the 
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parks. If we can just go through these – if that is okay. Let’s start with cuts in services 

and staffing. Again, I didn’t edit through this. Delete city services that are unneeded – 

there was really no suggestion about what was not needed in city services. I would ask 

anyone who has any ideas of city services that we’re using and don’t need. A couple of 

things come to mind. I’m trying to think of services that we might cut back on or that we 

might reduce. Some of them, and I don’t see them as being budget solvers, but there are 

some ideas that have been voiced such as picking up leaves in the fall. We do that 

throughout the city once or twice in the fall. It would save some time, some money, 

some manpower, but it’s also a service the citizens expect. Not everyone mulches their 

leaves into their yard or bags them up. There are some cities that charge for leaf pickup, 

but then you would add that on to the revenue side to increasing taxes and fees. I don’t 

know, in talking with you gentlemen, I have yet to hear it voiced that anyone is wild 

about increasing taxes or fees that charge our citizens. So, if you can think of city 

services that need to be deleted, I’m all for that. Item 6, which is also cutting city 

services or staffing was to review executive wages. I’m assuming this is to reduce or cut 

costs. We’ve been doing that. We will do that throughout the year. Using local attorneys 

to save money, we have started trying to do that. I wish Brian was here. Brian is making 

all of the calls on which attorneys we use and that’s now with the Law Director. Looking 

into early retirement programs was one of the suggestions and I have spent some time 

looking at that. In fact, I have a meeting set up next week with Mark Brooker from the 

county. Mark helped us set up our early retirement incentive program for the county, so I 

do have a meeting set up with Mark early next week to talk about just this very thing. 

We will be looking at what value that might have to the city. In the county it saved a 

considerable amount of money, and we were able to cut our staffing by just a fraction of 

10%. It’s almost like reducing staffing through attrition except your stepping attrition up. 

You’re making it easier for people to retire, so it’s a win-win for the employees and for 

us. The downside is there is an initial cost to the buyouts. As we proceed down that path, 

I will give you the information that we have. Looking into furlough programs, that is 

problematic. I wish Danny were still here because furlough programs are difficult to do 

when working with civil service employees. 

 

TRANSCRIPTION INTERRUPTED – END OF TAPE 

 

Mayor Riley: With the county, the county did not use and still does not use civil service 

employees, so we were able to get some reduction in hours but those were all volunteer 

that we received from the county. It’s something to look into, but it’s going to be 

somewhat difficult to negotiate. Number 13 – cut workforce wherever possible. That 

will be part of the early retirement incentive program because obviously we will not 

rehire unless it’s a vital position such as a dispatcher, police officer, firefighter, that type 

of thing. One of the ideas, in fact, we just had a meeting within the past week with Ron 

Sexton, with item 15 – using Wilmington High School students as crossing guards. Ron 

Sexton was really not wild about that idea. There are some things that have obviously 

changed over the years. When I was a kid, it was a badge of honor to be a crossing guard 

and to help out. Right now, with my understanding with talking with Ron (and Duane 

was there at the meeting), it really is a liability. It is something that they are very nervous 

about doing – utilizing high school students or volunteers for that because of the 

liability. Duane, did you want to add anything to that? 

 

Acting Chief Duane Weyand: I disagree with it too. Plus, some of the routes that we 

have are not the most friendliest routes to school. If you look at Lorish and North South 

Street, it’s treacherous enough just for people we pay to do it. 

 

Mayor Riley: That is probably one of the most dangerous school intersections that we 

have – do you know where I’m talking about – on North South where Xenia Avenue 

takes off to the northwest and Lorish comes in from the east and then South Street goes 

straight ahead. That’s a horrible intersection. I talked to Larry Reinsmith about 

resignalization and what we might be able to do to make that more pedestrian friendly. 

The cost of doing that had been studied a few years ago and it was a very large cost. The 

city would actually have to buy property from all four corners to facilitate turns. 

Signalization was going to be over $50,000 as I recall, something in that ballpark. So, 

what it would save us in crossing guards would very quickly be eaten up in other 

expenses. We are going to continue to work with Ron Sexton and the high schools to see 
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what we can do with that. Closing one of the fire stations – we’ve practically done that 

already. Station 2 is not completely mothballed, but it is in the process. We do very little 

out of Station 2 other than storage of equipment.  

 

Councilman Wells: Where is the weight equipment that the police and fire have? 

 

Mayor Riley: It’s in the back bay of Station 2.  

 

Councilman Wells: Are they using it? 

 

Mayor Riley: I will refer to Russ on that. 

 

Duane Weyand: I can guarantee it’s used. I use it myself a couple of times a week. When 

I look at the sign-up sheet when I go out there, there is probably on average 30 

employees. It’s used average about 40 times a week.  

 

Mayor Riley: It goes back to our insurance discussion we had a while ago. It’s excellent 

for well fitness, particularly for our employees that need to be fit, like Police and Fire.  

 

Duane Weyand: I’ll add to that. It’s not just male friendly equipment. Two years ago 

Curves gave us the equivalent of about $10,000 of equipment, so there’s a lot of ladies in 

dispatch and other places that utilize the Curves equipment that is out there. So, it’s a 

benefit.  

 

Mayor Riley: I was amazed, when I was Safety Director we set that up as an exercise for 

actually all city employees. When I was out there a month or so ago, there was probably 

twice as much equipment. I was startled to see it.  I found out it was donated equipment. 

Excellent, professional equipment.  

 

Duane Weyand: A lot of it has come from donations. I bet Wal-Mart has given probably 

three grand in the last three years just to help buy certain stuff that we have out there.  

 

Mayor Riley: I would encourage council to go out there and pump some iron. One of the 

other recommendations is to discontinue the recycling program and to eliminate use of 

the streets sweeper. In the combining of services, merging administrative funds and 

functions. We do that all of the time and we will do that as we go through our early 

retirement incentive and whenever we get an opportunity to find efficiencies, that is one 

of the things that we will be looking for throughout the year. Combining services with 

the county, the parenthetical 9-1-1 is my input in there. That is one of the things that 

we’ve talked about. In fact, as you know, we’ve applied for a grant to study the 

possibility of combining some services with the county. Training the Police Department 

to be backup for EMS – I’ve got a real problem with that and the fact that when EMS is 

out and busy, so is the Police Department. Usually they are already helping. With motor 

vehicle crashes and things along those lines, you do not want to tie up your Police 

Department from doing their job in taking care of patients. There are very, very few 

communities who have combined their safety services so that everyone is cross-trained. 

That actually drives your cost up significantly in doing that.  

 

Duane Weyand: I will add that some of the officers have had some training with driving 

the squad, so that if there are only two people on the squad run and the officer is there, 

the officer will drive the squad back so you will have the paramedics in the back of the 

squad. So, we are working together as a team.  

 

Mayor Riley: By state law, you have to have two EMT’s on every run. Every time the 

squad goes out, you have to have two EMT’s. Quite logically, you are going to have 

some situations, if you have a major trauma, a CPR in progress, someone is really sick, 

you need both of your EMT’s working on that patient. That is where it is good to have 

PD available just to run them into the hospital and then they can be back on duty in 

nothing flat. Using co-op buying programs. That is one of the things that we are already 

looking into. It’s unfortunate that we do not have a purchasing agent or a purchasing 

department or a purchasing program. Again, in trying to balance a 1.3 to 1.5 million gap, 

changing toilet paper or getting a better deal on reams of paper is really going to be a 
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drop in a bucket. All of that needs to be looked at. I’m not downgrading it, it’s just one 

more thing for us to look at. In restructuring our services, it was recommended that we 

privatize city services wherever possible, and I agree with that. I have talked to folks 

about the privatization possibly even of the landfill, selling the landfill, looking at 

opportunities of getting out of businesses that are being run by the private sector quite 

successfully. The Rumpke’s and Waste Management’s of the world are doing a pretty 

good job of making a profit doing what it’s costing the city to do. In fact, in talking to 

Donnie, most of our cost comes out of the landfill where we are actually making a few 

bucks off of trash pickup and the building process of the landfill can be a problem. So, 

we are looking at privatization. Use technology to reduce costs – it is frustrating not 

having an IT person. We are looking at utilization of IT and other ways of getting 

information technology. Using sentenced offenders for city work – we do that already. In 

fact, if you come to the city building almost any day, you’ll see a few people, or at least 

one person usually, in an orange T-shirt that’s working like mad. We appreciate their 

work. Renegotiating water rates with ODNR – that’s in the process now. I already met 

with Cliff Rosenberger and had a telephone conversation with Jim Zehringer, who is the 

Executive Director of ODNR, and we have that on track for further discussions. The 

other restructuring service delivery is to bring back volunteer firefighters. I am not sure 

if that would be a cost savings or an expense. Andy and Russ have already started some 

conversations with what we are going to do with our fire and EMS staffing. On the 

revenue production side, there were just a few more items that were mentioned on 

revenue production, but as you’ll note, on the items that were tagged with a green 

button, most of those had to do with recommendations to increase fees or to increase 

taxes. One of the ideas that was presented by a couple of people was putting a police 

levy on the ballot. Right now, the Fire Department is really doing quite well with their 

levies. There are several levies that support the Fire Department or Fire/EMS. The Fire 

Department also has an EMS billing program where we do a soft bill. This started…how 

long ago was it, Andy? 

 

Chief Andy Mason: 2003. 

 

Mayor Riley: So almost ten years that we have been doing EMS billing. The way it 

works, the Supreme Court decided that you could do soft billing for EMS runs because 

the citizens are paying taxes for EMS. That would be considered their co-pay. So, you 

don’t have to charge the citizen for the co-pay, but you can charge the insurance 

company for the transport. Every one of us who pays health insurance, a small 

percentage of that is for emergency transport, so why shouldn’t we get that back when 

we transport someone from their home to the hospital or wherever they’re going. So, we 

started that nine years ago. It’s bringing a little over $600,000 now with EMS billing. I 

don’t know if that is trending up or down. I haven’t seen the trend on that, but it has been 

going on for quite some time and will continue. Charging for the use of the city park – 

Danny you might want to address that. I hate to put you on the spot, but we’ve talked 

about charging for use of the city park, even charging for rentals of the pavilions and 

dining areas out there. But, there is a problem with MVRMA on that, if you could 

address that.  

 

Danny Mongold: On the shelter, and I don’t have the figures with me, but it goes from 

$2500 liability if you don’t rent the shelters, to if you do rent the shelters up to $25,000 

minimum liabilities.  

 

Mayor Riley: It goes from $2500 to $25,000 is the difference. So if somebody spilled 

something standing in the puddle and then they get shocked in one of our shelters…  

Obviously, anyone can sue the city for anything they want, but if we charged them for 

the shelter, our liability changes dramatically in the wrong direction. I will leave that up 

to the city park to work out some of those issues and what might or might not be charged 

for the park and we’ll see how that works out.  

 

Councilman McKay: It doesn’t affect the General Fund anyway.  

 

Mayor Riley: No. It does not.  Charging for use of the portable stage. We already do 

that. A few people get free rentals since it was purchased with county funds, city funds, 

and I believe also the Agricultural Society. Each of us get a few free uses a year, but 
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anyone else that wants to use the stage, if it’s not under one of those, they are charged, 

how much is it, Andrea? $500? 

   

Acting Clerk Andrea Tacoronte: Usually it’s a not-for-profit, and that’s $500. 

 

Mayor Riley: So there is a charge for the portable stage. And there is also the note that I 

mentioned earlier about collecting for leaf collection, charging for composting at the 

landfill. Two people mentioned increasing the city income tax. I don’t know that it is the 

political will or the will amongst the voters to increase the tax. A 1% earnings tax – if 

you look around at neighboring cities, and I haven’t looked at all of them, but I know 

that Hillsboro is 1.5%, Washington Court House, I believe is 1.25%. How much? 

 

Unknown Speaker: 1.45% 

 

Mayor Riley: 1.45%. Xenia is over 2%.  

 

Paul Fear: They’re 2.25% in Xenia.  

 

Mayor Riley: They’re 2.25% in Xenia? So, we have the lowest earnings tax in the area 

of the counties around us, but that obviously is going to be a call for city council. If we 

increased it from 1% to 1.5% that half percent would bring in….Marque? 

 

Marque Jones: Roughly $2,000,000.  

 

Mayor Riley: $2,000,000. Increasing penalties for code enforcement. That’s not going to 

be a big money item. My idea for code enforcement is that we keep the city clean, neat 

and safe. That kind of ties in with increasing ticketing by police. Really, that’s not what 

we want to do. I hate the thought of using code enforcement or the Police Department 

ticketing people as a revenue source. That’s not what that’s for. I would never encourage 

that. The other item there that I skipped over was changing the earnings tax to an income 

tax, and I’m not sure how much money difference that would be. Marque, do you have 

an idea? 

 

Marque Jones: Now you’re taking in…now there’s good and there’s bad. Because you’re 

taking everything on the front of that 1040 to get to the bottom line – you know line 32 

or 33. If you take the losses, the gains, the interests, I mean there’s a lot involved. 

There’s only maybe five cities out of the 600 that have municipal tax be an earnings tax. 

The last I heard, the state wanted to do away with that too.  

 

Mayor Riley: Plus, people who are on fixed income, people who are retirees, we 

certainly do not want to put them in any more jeopardy than what they are. So, that’s not 

something that I would be willing to look at, but whatever the Treasurer and the Tax 

Commissioner would want to bring to council, I leave that to you. But, it was mentioned 

and I know when it was mentioned a few months ago, we already had citizens writing 

letters to the editor about that. So, Gary, just don’t put that in there.  

 

[Laughter and banter] 

 

Mayor Riley: Charging for fire and EMS runs…really? We pay taxes for that. I can’t see 

charging for fire runs. And actually EMS runs, that is already being done with our soft 

billing, so we’re getting over $600,000 from EMS runs. We’re not charging the citizens, 

we’re charging their insurance company. Those are the ideas that had to do with 

increasing taxes and fees. Selling of city property and services – the items that are 

highlighted in orange. One of the items was contract out our EMS services. There are 

services that would be glad to take over EMS runs for a community, but that does not 

relieve us of responsibility to do fire runs. We’re going to have people down at the Fire 

Station waiting and on call 24/7/365 for fire runs, so contracting out our EMS services 

just intuitively does not look like it would be anything that we would need to look at. 

But I’ll leave it up to Russ and Andy to take a look at and come back with any 

recommendations that they might have. Selling the property that the city is not using – 

I’m assuming from that they are talking about possibly Station 2. I can’t think of any 

other property that’s not really in use. There’s a little house that somehow belongs to the 
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city that’s on Wall Street right as you go back into the daycare, Rainbow Village. If 

anybody wants to buy that, I mean, it is for sale. I would be glad to sell some of these 

small properties, but there are people that have had their houses on market for months 

and months and they’re not getting bites. I don’t see this as being a buyer’s market for 

the city any more than it is for the citizens.  

 

President Kirchner: If I recall correctly that evening, I think somebody talked about any 

of the additional fire equipment we are not using at the time.  

 

Mayor Riley: I think I have that on there.  

 

President Kirchner: When they talked about selling city property, I think that was some 

of the discussion.  

 

Mayor Riley: That was right after selling the landfill, and that was a recommendation. 

Selling of the landfill, I don’t see that as selling just unused equipment, because the 

landfill certainly is an active place and is benefiting the entire community. I would see 

that more as privatizing a department that we might want to look at privatizing or at least 

having those discussions. The next item was selling unused fire equipment. I would take 

recommendations from Russ and Andy on that. We have some fire equipment that we 

ramped up in 2004 when the Air Park was getting real busy. The Air Park has some 

needs for fire equipment, primarily a lot of foam. If we got rid of fire equipment, I would 

hate to think what would happen with the Air Park. That is in our district and we do 

provide coverage for the airport. We do have equipment out at Station 2 that could be 

taken to the Air Park quite quickly if needed. I would ask Russ and Andy.  

 

Russ Burton: Your heavier apparatuses, if you go to sell them, you’re not going to get 

nearly the value they’re worth. So, it’s something that Andy and I and the Assistant 

Chief have talked about. It’s better to keep that stuff around because if something good 

would happen at the Air Park and more business came in, we still would be obligated to 

assist them.  

 

Mayor Riley: And the value of the equipment, unlike some motorized equipment, it’s not 

based on how many miles it has on it, it is how many hours it has on it. The value to us 

in having it there, it will be used sooner or later.  

 

Russ Burton: And you don’t want to have to buy it twice, basically.  

 

Councilman Jaehnig: Some of the fire equipment that we have on could affect also the 

rating of the Air Park and could affect their ability for NPIAS status and moving on. In 

regards to selling fire equipment, we need to be really, really careful with that that we 

don’t get a few dollars over here and just give away the future of the Air Park.  

 

Russ Burton: And when you talk about what they’re doing out there with the Port 

Authority, I mean, Andy can talk better, but the response time by the city plays in with 

what they’re trying to do and things like that.  

 

Mayor Riley: As far as I know, they haven’t approached us yet about keeping one of the 

engines at the airport, but I would not be surprised because of the NPIAS and the 139 

Certification, that at some point they might not want our help and possibly even provide 

a place out there to store some of the equipment, loaded with foam, specifically. I 

wouldn’t be surprised at all to see that.  

 

Chief Mason: There are a lot of things that go into deciding what you would consider 

unused fire equipment. You mentioned the ratings and such. You also have ISO ratings, 

insurance. Everyone’s insurance rates if you don’t have certain equipment. There’s a lot 

of things that we have to look at. We can’t just say, “Well, that truck hasn’t been used in 

six months. We’ll get rid of it.” Because we have three quarter of a million dollar 100-

foot platform truck. No, we don’t have a fire and use it every day, but you know, in a 

couple of years if DHL or whatever starts back up, what are you going say? “Now we’ll 

buy another one.” You know, that one is already paid for. We maintain it. It just doesn’t 

make sense to try to unload it.  



 24 

 

Russ Burton: And we were able to help Washington Court House out with a pumper. 

Both of their pumpers were broke, so we leased them a pumper for four months. We are 

able to help the community of Washington Court House out. It also generates revenue 

back to us for the lease to the city. 

 

Mayor Riley: The other two items also have to do with privatization. Someone 

mentioned privatizing the Sanitation Department. I’m sure they mean the Wastewater 

Treatment Plant. The county, by the way, I saw, you know, while I was County 

Commissioner, we worked hard to get the Martinsville-Midland-Westboro Wastewater 

Treatment Facility in. I saw in the paper the other day that the commissioners would be 

interested in selling that if anybody wanted to operate that system. On behalf of the city, 

I would say, “No, thank you.” 

 

[Laughter] 

 

Mayor Riley: But there is the possibility of privatizing just about anything that the city 

does. You can privatize transit. You can privatize Sanitation, Wastewater Treatment, the 

Water Department. We could privatize just about anything that we do, but you really 

lose control of the service and the cost when you do that, so those need to be considered 

very carefully. Then the last item was just developing city enterprise. All of us obviously 

are now, whether we like it or not, we are in the enterprise business. We need to do 

everything we can from and economic development, job creation standpoint. None of us 

stand alone in that. That is everyone’s responsibility, so when it comes to 

enterprises…and I encourage you….if you see somebody moving into town or you see a 

small business start. I just found out last night that a gentleman started a new auto repair 

business on Sugartree Street, so I stopped by today to speak to him. It was about 

lunchtime and he wasn’t there, but I left my business card and will get back with him, 

just to let him know, “Welcome to the city. If there’s anything that we as city 

government can do to help you out, let us know. That ‘s what we’re here for.” But the 

items that were there were for general increase in economic development. That was 

mentioned by five people. Obviously, that’s what we have been doing all along since the 

DHL announcement. This year, Mike Curry and I are now bringing some people 

together just to make sure that we don’t miss anything so we don’t have anything drop 

through the cracks. So, our economic development workgroup that includes everybody 

that has their finger in that pie has been going well. We’re trying to make sure that we 

get marketing out here, that we get the word out. That is something that we all need to 

work on, and that goes back to helping the private sector grow. This year, at least once a 

week, and sometimes more than once a week, I have stopped by businesses. Sometimes I 

will just drive by and stop in to see how they are doing, or I’ll call and make an 

appointment. Custom Molded there on Grant Street. I had a wonderful conversation with 

them. I stopped down and talked to Tony Butcher at Technicolor. I’ve been to several of 

the business talking with folks. We all need to let them know that we’re really glad that 

they’re here. Anything we can do to help, let us know. That is part of helping the private 

sector grow. If anyone saw Drew Hastings the other day at the Chamber of Commerce 

event, one of Drew’s comments was, you know, it’s almost like government is trying to 

make it difficult for small businesses to be successful. There is so much red tape and so 

much in the way that we need to make it as easy as possible for someone to start a 

business and make be successful. I could not agree more with that. Selling water to other 

suppliers – I would love to sell water. It’s one of the things that we dropped the ball on 

20 years ago when they established the agreement with the Ohio Department of Natural 

Resources. It was assumed that we would be a major vendor of water throughout 

southwest Ohio. It hasn’t happened. We are currently using about 1.5 million gallons a 

day. We’re paying for 7 million gallons a day. The very most we can treat is just shy of 4 

million gallons of water a day. One of the items down below there I want to jump down 

because it’s a tie-in. Use available water as an economic development incentive. If 

someone wanted to come here and the deciding factor was how much does the water cost 

and how much water do we have available, I would guarantee you that I will use water 

as an incentive to get someone to move their business here. In fact, we had a gentleman 

call just last week. I don’t know how serious he was, but he was talking about a lot of 

water. We don’t know how serious he was, but we said, “We’ve got more water than you 

could use.” We keep following those leads. Increasing tourism in the city – my hats off 
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to Debbie Stamper down at the Convention and Visitors Bureau. Rob is doing a lot of 

work with tourism. This weekend we’re going to have how many people here?  – 

thousands of people.  

 

Councilman Jaehnig: It depends on the weather.  

 

Mayor Riley: My understanding is every hotel in the city and up on the interstate – every 

hotel room is booked.  

 

Councilman Jaehnig: And in Jeffersonville.  

 

Mayor Riley: And in Jeffersonville and I believe as far south, probably, as Kings Island. 

They are booking rooms for the event that we’re having this weekend out at the air park. 

So, we’re doing that, and my hat is off to Debbie and Rob and all of the people on that 

board for what they’re doing with that. The last item that is in that purplish maroon color 

is drill for gas. I don’t know exactly where that came from, but drill for gas.  

 

President Kirchner: You asked the citizens and…[inaudible] 

 

Councilman Jaehnig: The lady was hoping that we were in the fracking area.  

 

Mayor Riley: Well, the shale that is on the east side of Ohio just isn’t here. Someone… 

 

Councilman Wallace: In our board meeting today, they said the whole state of Ohio is 

covered with that. Actually there’s been drilling done in Greene County recently. I 

asked, what are they looking for geo-wise, you know, what is it they are looking for to 

drill, and no one could answer that question. They are picking selected sites to drill and 

to get this stuff. 

 

Mayor Riley: One of the recommendations, and it didn’t make the list but it was a verbal 

recommendation that came after the Town Hall Meeting, so I didn’t put it on here, but 

there’s a lot of water used in the process and possibly we could put in a water line or sell 

a lot of water to eastern Ohio. Unfortunately, a lot of those counties that are doing this 

border the Ohio River, so that kind of negates the use of Caesars Creek water for 

anything. It would cost us millions of dollars to get it there. All of these things came out 

of the Town Hall meeting. We did include the questionnaire with the utility bills that 

went out for two months, and we received very few responses, but we did try to get as 

many comments in as we possibly could. This is a summary of all that we heard from the 

citizens during our Town Hall meeting. We are always open for suggestions. Like I said, 

a lot of these things we’re currently working on and we have already addressed and will 

continue to address.  

 

President Kirchner: Mr. Mayor, one of the things I know you did that night that I thought 

was really an interesting activity was requesting everyone there – every group rank city 

services. Did we have a chance to tally the ranking of city services that came in that 

night?  

 

Mayor Riley: Do you have the rating on that? 

 

Acting Clerk Andrea Tacoronte: I do not. Unfortunately, people did some odd things in 

the numbering. Rather than looking at the entire group and going one through twelve, 

they would do one side one through six and the other side one through six, so it’s 

skewed. It was difficult to get an accurate statistical analysis.  

 

Mayor Riley: Of the ones that I looked at, there were maybe only one or two that did an 

actual one through twelve.  

 

Acting Clerk Andrea Tacoronte: And some people puts one’s on four or five of them. 

 

Councilman Jaehnig: Like they were ranking each individual service between one and 

six.  
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Acting Clerk Andrea Tacoronte: Yes. So unfortunately, it was kind of an exercise in 

futility when we tried to analyze that.  

 

Mayor Riley: Actually, Scott, one of the things that I thought about, Mark Rembert is a 

real whiz at doing a lot of surveys and I had thought about asking Mark, with some of 

his work with the Chamber of Commerce, if he could try to help me put something 

together, because obviously I’m not real good at putting those kinds of surveys together 

because we got unusable results. I would like to see if Mark could help us do something 

like that. I already talked to him about it at one of our ED workshops, but I haven’t had 

an follow up with him.  

 

President Kirchner: Based on the time, we have run well over the original schedule. Of 

course, we had not anticipated insurance being here, as I indicated. We did not find out 

that that report was going to be available until late this afternoon. Mr. Finance Chair, we 

obviously have a budget process that will continue throughout the year. One of the 

things that was on here was the idea of setting up the next budget work session.  

 

Councilman Mead: Yes, Mr. President. The next budget work session is going to be May 

10, at 7 p.m. The agenda we don’t have yet. One of the things we had on there, we don’t 

need to do now.  

 

Mayor Riley: Bob, one of the things that I seriously need to hear from council are 

revenue ideas. We have been talking about cost reductions and revenues for the last three 

or four months. One thing that is a constant recurrence is, you know, reducing salaries, 

reducing people, cutbacks. One of the things that I looked at just this past week, if you 

took every General Fund employee that is in the city and in that group take out Fire, 

Police, and EMS and take out the courts. If you got rid of all of those people, the savings 

would be about $1.5 million. That is literally getting rid of everybody that works for the 

city other than Courts, Fire, EMS, Police, and the folks who work in the enterprise areas 

like the Water Department and the Sewer Department and that type of thing. If you look 

at just the non-enterprise fund – General Fund employees other than Police, Fire, EMS 

and the Courts. If you get rid of all them, the savings is about $1.5 million. So, we need 

to look at generating revenue as well as all of these cuts that we are looking at.  

 

Councilman Wells: I wanted to bring up one idea. I don’t know if this is feasible, but 

when we do our paving for our streets, is it possible to enter in with the county and Jeff 

Linkous and join together to make a bigger group and get better pricing on paving.  

 

Mayor Riley: We’ll have that conversation with Jeff Linkous. A lot of that is the timing 

of projects. If you have a project that is going to be taking place in the county, close to 

the city, where we need to have some paving done, that might be doable. But to get Ohio 

Asphaltic or Cox Paving to do a project for the county up on Brimstone Road and then 

come down the next day and do the city, they’re going to look at it as being two 

completely different projects. I’m not sure if that will get us much efficiency. But if we 

do have that opportunity, then absolutely.  

 

Councilman Wells: I just thought that joining with the county, you know, we all need 

paving. I didn’t know if that would save anything or not.  

 

Councilman Jaehnig: If I could just have the chairs, council, and president to just give 

me a moment. I would like to hand something out that is fine if we want to talk about it 

at the next work session. I want it to get it in council hands so they can start to look at it 

and start to think about it. Because, as we work through this, and in the first quarter it 

became obvious that there are areas that need to be reviewed and there are areas that 

savings are available. There is no doubt. Whether it be combining departments or 

realignment of administrative services, reduction through purchasing or even the ability 

to contract out some of the work. I’m concerned about the fact that we need to be 

working on two routes at the same time. Going through and making sure that we are 

cutting all of the cuts that we can make in the budget and making sure that we’re not 

wasting the taxpayers dollar is vitally important. My fear is that is going take us 6-8 

months and at the end of that period what we’re going to find or what we definitely 

could find is the only way to accomplish that tax would be then to affect safety services. 
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Now, I’m one council person and I’m sure most of the rest of them feel the same way, 

that affecting safety services is absolutely the last thing we want to do or something that 

literally should not be on the table, because we’ve already cut those services about to the 

max that we can cut them. So, I would like to propose that while we’re working on 

cutting these budgets that we take a look at, okay, should we look at a new police levy? 

If so, what should that be and how should that happen and what are the benefits and 

what are the detractions in that. Should we be looking at an income tax increase? Again, 

what are the benefits? What are the detractions? What’s the effect on our citizens? 

What’s the effect on our ability for economic development? Should we sell the landfill 

to pay off debt or whatever it is we can do with the funds? Thankfully, the growing pains 

that the county has gone through with the hospital sale, the one advantage that we can 

take advantage of is not go through the learning process that they had to in regards to 

what you can do with the funds after the fact. So, while hate the thought of tax increases, 

especially at a time when our citizens can least afford it, I do think we need to take a 

look at all of our options and be ready to have a discussion about it. Because, in 6-8 

months when we get done with the review of budget cuts, if the budget cuts are not 

going to do it, then we better be prepared wide awake for what our next step is. The time 

is not at the end of 6-8 months to start looking at it then. Okay, now we’ve figured out 

that we can’t cut everything that we can cut out of this, so now we have to look at one of 

these other things. No, we need to be prepared to know at that exact time that, okay, this 

is what we need to do. So, I’m going to make the following suggestion to Council, the 

President of Council and the Mayor tonight. While the Finance Committee continues to 

review the budget for cost cutting measures, I would like the President of Council and 

the Mayor to set up three new committees to review the three revenue-generating 

proposals as listed above at the same time. I would like a Police Levy Committee set up. 

This would be composed of five people: The head of the Finance Committee, Mr. Mead, 

David Hollingsworth, either the Chief or the Safety Director, one citizen appointed by 

the Mayor and one citizen appointed by the President of Council. An Income Tax 

Committee headed up by Mr. Stuckert from the Finance Committee, Paul Fear, the City 

Treasurer, Marque Jones, the City Tax Commissioner, one citizen appointed by the 

Mayor and one citizen appointed by the President of Council. And then another 

committee that looks at selling the landfill, headed up by Finance Member Mark McKay, 

with Mr. Reinsmith as the Service Director, Don Wells, the Chair of the Solid Waste 

Committee, one citizen appointed by the Mayor and one citizen appointed by the 

President of Council. Obviously, I would hope the President of Council and the Mayor 

could attend as many of these meetings as possible, but I would give them a work order 

of, we would like you to come back with your findings in three months and present what 

your findings are. Give us some options so that if we have to make the next step, we’re 

prepared to do so. Not that we should stop working on budget cuts, but we need to be 

prepared that if budget cuts are not going to get the job done, we need to be ready to take 

the next step. We can’t wait 6-8 months to find out if that is going to do it. So, I’m 

asking for everybody’s consideration in pursuing this proposal. I thank you very much 

all for your time.  

 

President Kirchner: Councilman Jaehnig, I appreciate the input. But I’m going to go on 

record right now and let everyone know, that I do and have believed that this city has a 

spending problem and they have had it for a number of years. As a member of council 

from ’05 to ’07, analyzing the annual budget increases under David Raizk, for that 

period of time, you were seeing approximately a 7% compounded annual growth rate 

and those budgets continued to grow beyond my time on council. In the past three years 

we have seen large deficit budgets approved without cutting taking place when it needed 

to, right-sizing the city to the size it should be. I am not a believer that this a revenue 

problem. We have an economic situation that is affecting the whole state, the whole 

county, the whole nation, and I think that we as a city need to live within our means. I 

will be happy to talk to the Mayor about your proposal, but I want to make sure that 

everyone knows I do believe that this city has a spending problem and needs to right-size 

itself to live within its means while we look at the idea of trying to generate more growth 

and get back to economic prosperity through growth. That would be my basic feeling. 

So, it’s time to take a good look at the budget and do the cost-cutting that we need to. 

I’m not a voting member of council. Council needs to vote its conscience on it, but I will 

be clear about where I stand. We have a spending problem.  
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Councilman Jaehnig: And I sure hope that you’re right…that at the end of the budget 

cutting, we are able to find that money. But what if you’re wrong?  

 

President Kirchner: With 7.9 million dollars coming into this city, estimated, in revenue, 

we have 7.9 million dollars that just a very few short years back covered our budget.  

 

Councilman Jaehnig: Okay, but answer my question. What if you’re wrong? Does it hurt 

to do this pre-work. I’m not saying… 

 

President Kirchner: As I indicated… 

 

Councilman Jaehnig: I’m not saying that we stop doing the rest of the work. I’m saying, 

let’s be prepared. Let’s work in advance. Let’s be proactive in how we proceed forward 

with things and not be, as you have pointed out in the past about the previous council, 

myopic in our viewpoint. Where before it was spend as much as you can or as much as 

you’ve got and not worry about that. If we concentrate solely on the budget and cuts, 

we’re being just as myopic, but in the opposite direction. I truly would like to see us 

pursuing as many avenues to make this city whole as possible because I don’t believe we 

have the time to get to the end of the 6-8 months and, God forbid, we find we can’t find 

1.3 million dollars, and we have no plan at that particular point. I don’t see how that 

hurts us.  

 

President Kirchner: Well, I agree with the idea of pro-activity. Three years ago, when 

you visited your first deficit budget, I came before council as a citizen and I made it 

clear that we needed to address the fact that we were spending more than we were taking 

in. As someone who has supported the past three deficit budgets without major cuts, I 

think pro-activity in this opportunity is a little bit late to the opportunities that we had 

while we had a carry-over that could help us more gradually…  

 

[TRANSCRIPTION INTERRUPTED – END OF TAPE] 

 

 President Kirchner: …not have the political will yet to live within our means. I believe 

that is the question this council must wrestle with. That’s my personal feeling. 

Councilman Stuckert.  

 

Councilman Stuckert: The mayor said something a minute ago that put a light on my 

head. He said we are enterprise. Our city is an enterprise. I jotted down a couple of 

things that, at least in my mind came on. If we’re an enterprise, we’re a business. When 

a business realizes that it’s not taking in, it’s revenues are not matching it’s expenditures. 

It has basically three things that it has to do. One thing that you look at as a business is 

you look at what can be accomplished by rolling up our sleeves and reorganizing this 

thing. Break out of the molds and think about reorganizing the whole ship. The second 

thing you do, is if I’m a business, do we have stores that we can afford to unload. 

They’re weighing us down. That’s privatization. That’s what you said. The third thing is, 

do we raise our prices? That’s taxes. We’re raising our prices. If we look at how we’re 

raising our prices, we have to look at what impact that has on bringing business in and 

we have to look at what that does to our citizens. Plus, we have the same problem any 

business how, is that the customers get to vote on it as whether they are going to buy our 

increase prices or not. So, it seems to me like if we can get that mind picture and roll our 

sleeves up and get busy on it, I think if I’m a business leader, I’m going to really focus 

on that reorganization. I’m going to focus on things that we’re doing that someone in the 

private sector could do at less cost and could do just as good at and that type of stuff. I 

would do that stuff. If I have to raise my price and the customer has to vote on it, I just 

don’t share the same optimism there. I think that we’re in an economy where we can’t 

expect to be able to raise our prices. So, looking at all three, that’s fine, but my mindset 

is, we need to…maybe we’re overlooking that. Breakdown the whole thing down on 

paper and reorganize it on paper. Get us some new models for how we are organized and 

things like that. Get real serious about how we can do this and what would be the 

savings.  

 

Mayor Riley: You make some great points. One of the things also in using that business 

model that you were talking about. City costs have gone up over the last 5-6-7 years 
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also, just like any business. Their costs go up. The other thing to look at, in your last 

statement Loren, is that reorganizing and maybe restructuring. You know, we have been 

a statutory city forever. Maybe it’s time to look at becoming a charter city. What benefit 

would that be for us if we became a charter city? One of the hardest things to deal with, 

and I had this when I was I Safety Director and I have it now as Mayor is working with 

civil service. There are a whole set of laws on civil service employees that make it very, 

very difficult. The county was not a civil service employer. We did not have to test all of 

our sheriff deputies, for example, before they came in. There is some more flexibility as 

a non-civil service employer. Possibly this is the time to talk with our Law Director and 

talk with some other people and look at some of the options and some of the advantages 

or disadvantages in becoming a charter city. 

 

Councilman Stuckert: Does that require a vote of the citizens too? 

 

Mayor Riley: Yes. Rob, thank you. I appreciate your work on this. I haven’t read 

through it yet, but I will certainly read through it and I will be glad to work with you and 

the President of Council in looking at these items.  

 

Councilman McKay: I appreciate Rob working on that. I second that we need to look 

forward, not backward, and really everything on the table. There’s nothing that is not on 

the table. I would be happy to work on this plan or any other that is proposed, because 

we’re all in this together, guys.  

 

Councilman Wells: I will say one thing, Mr. President. Bob Mead and I stepped up last 

year and tried to make a difference. We were attacked. The Finance Committee did not 

cooperate with us in any way at all to try to solve any problems. Nothing happened, and 

now, you know, we have this proposal. I mean, I think we’ve all been trying to work on 

these same things and I’m glad that finally, people are starting to realize that we need to 

do something. I just want to say that.  

 

Councilman McKay: Let’s look forward.  

 

President Kirchner: Anything else from council at this point?  

 

A motion was made by McKay and seconded by Jaehnig to adjourn.  

Motion passed. 

Council adjourned. 
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