September 15, 2008
Members of Denver City Council and the People of Denver:
We present to you the proposed 2009 budget for the City and County of Denver.

Like the preceding budgets of the past five years, the proposed 2009 budget reflects our continued efforts to generate efficiencies within our existing programs and align limited additional resources with strategic outcomes that best and most directly serve the needs of our citizens.
Financial Overview

Just as economic uncertainties continue to impact the national economy, our local and state economies are affected as well.  In Denver, this has had an effect on revenues associated with development, such as construction permits and plan-checking fees, recording fees and investment income.  Though we are experiencing a slowdown in several of these revenue sources, overall revenues have kept pace with our projections, and the 2008 revenue budget has been revised upwards slightly due to the receipt some of one-time items.  In 2009, we are projecting revenue growth of 2.9 percent versus a growth rate of 2.7 percent in 2008.  
The 2009 budget assumes slow growth in the economy.  Core sales tax revenues, representing 50 percent of total General Fund revenues, are projected to grow 2.9 percent from the revised 2008 forecast.  Overall General Fund revenues are projected to be $896 million, also an increase of 2.9 percent from 2008.  
Originally, 2009 operating expenditures were projected to grow at 4.8 percent over 2008, creating a $20 million gap against projected annual revenues.  Based on increases in compensation, benefits and average inflation, expenditures would normally grow at approximately this rate for the levels of service existing in 2008.  To slow the growth in expenditures, departments have carefully evaluated their projected spending to realign expenditures with key priorities.  The necessity of reducing expenses has required some tradeoffs, but each department has maintained the emphasis on the City’s key priorities and identified efficiencies which will have little to no impact on the delivery of service to citizens.  In addition to these specific savings, which totaled approximately $13 million, departments are being asked to save an additional 2.5% of their approved 2009 budget during the course of next year, enabling us to close the gap with added flexibility and accountability. This savings program will put department managers in control of how they achieve the savings and will generate an additional $7 million in savings.  Throughout 2009, our administration will continue to identify efficiencies that both produce savings and deliver improved service to the citizens of Denver.   
Total General Fund expenditures for 2009 are projected to be $914.0 million, an increase of 5.0 percent from our current operating budget.  The difference between projected revenue growth and budgeted expenditures is funding for one-time equipment replacement and technology infrastructure needs.   Reserves are being maintained at 15% of expenditures.
Operations
Despite rising fuel and utility costs, our efforts to limit spending and generate efficiencies in 2009 allowed us to include funding for critical high-priority items, including $600,000 in increased funding for the Crime Prevention and Control Commission; over $400,000 for gang-related prevention activities in the District Attorney and Sheriff budgets; $800,000 to maintain the fire apparatus replacement schedule; increased funding for graffiti prevention and removal coordination efforts, and increased funding to continue child victim advocacy services in the Police Department. 
In managing our fiscal priorities, we place significant value on the maintenance of cash reserves sufficient to maintain core services during economic downturns.  This priority is reflected in our ability to grow our General Fund reserve balance from $88 million in 2003 to $137 million in 2009. The projected 2009 General Fund unrestricted, unreserved fund balance of 15 percent of General Fund expenditures is consistent with the City’s established reserve policy as recommended by the Blue Ribbon Task Force on Financial Management and allows for almost two months of operations in the event of a major catastrophe or service interruption.  By continuing to respect our reserve policy, we are prudently managing our financial capacity and protecting our operations from significant disruption.  
Capital Projects
We propose to spend $80.4 million on capital projects in 2009.  The capital project budget is limited to critical maintenance and rehabilitation projects, matching funds to state or federal dollars, legal obligations, and other high priority items such as capital investments aimed at water- or energy-conservation savings.  In 2007 voters approved a new capital maintenance mill levy which will generate over $25 million for additional capital rehabilitation and maintenance projects in 2009.  The goal of this new annual funding stream is to reduce the amount of deferred maintenance needs for our existing parks, public works and building infrastructure.  In addition, voters approved over $550 million of bonds to address one-time major capital improvement needs.  In 2009, over $100 million of bond projects are expected to be implemented.
2009 Budget Priorities

Since 2003, City operations have been targeted toward and organized around five primary goals focused on enhanced quality of life, economic vitality and opportunity, customer service, workplace morale and fiscal responsibility. 
In 2008, City directors and managers worked to incorporate these goals into a strategic framework focused on 10 outcome areas for the future which will be institutionalized in an annual report card:
· People leading healthy and successful lives

· Vibrant and dynamic economy

· Availability of quality cultural and recreational opportunities for all

· Efficient, diverse, and accessible transportation system

· Safe communities

· Environmental stewardship

· High-quality customer service

· Motivated, diverse and prepared workforce

· Living within our means

· Internal services that help the City achieve it goals

For 2009, our budget process has focused on the existing and new initiatives the City is undertaking to achieve these outcomes.
Our administration continues to focus on safety since it is the foundation of our quality of life.  Since 2003, we have added 533 new police recruits, invested in safety-related technology enhancements, and implemented new crime reduction strategies.  In 2006 and 2007, Denver experienced two consecutive years of double-digit crime reduction, a trend that has continued during the first half of 2008.  Crime was down 12.2 percent through July of 2008 compared to 2007, and our 2009 budget will fund the key priorities necessary for the Police Department to continue to capitalize on its success at driving crime down.  The 2009 budget will increase funding for the Crime Prevention and Control Commission, now in its third year; extend funding for the gang task force in the District Attorney’s Office; add 11 public safety cadets in the Department of Safety, and provide resources to enhance probation and behavior modification programs in the County Courts.
To continue our commitment to environmental stewardship and making this an even better place to live, funding has been included to implement components of the Environmental Management System (helping to incorporate environmental considerations into day to day operations), the Denver Climate Action Plan, and the Greenprint Action Agenda.  In addition, a Solid Waste barrel collection program will be piloted in Public Works, and significant funding has been included in the capital improvements budget to improve energy- and water-efficiency in facilities and parks.  Our focus includes initiatives that improve parks irrigation systems, improve energy usage and efficiency of our buildings, and enhance recycling efforts.  

Funding has been included to implement improvements to the permit and development review process, which will assist in economic development efforts.  Components of the Strategic Transportation Plan and Transit-Oriented Development Plan will be implemented, as well as innovative improvements to parking services in the City.  Over $2 million will be spent improving the citywide trail system.
By the beginning of 2009, Human Services will have completed the first 18 months of its strategic plan.  The 2009 budget presents financial challenges that have required a reassessment of priorities and a realignment of strategic goals with a lower level of financial resources.  We will continue our efforts to meet the federal TANF work participation rates, where we have seen considerable success over the past year, and will expand on the service integration model, applying a holistic approach to family needs.  
To continue making Denver City government an even better place to work, the 2009 budget funds pay increases for Career Service employees to ensure the city remains competitive with the rest of the Colorado economy and can continue to attract talented individuals interested in dedicating themselves to public service.  The budget also includes pay and benefit increases in accordance with current and proposed collective bargaining agreements for Safety agencies.  
Finally, we have continued to run Denver’s government in a fiscally prudent manner.  Living within our means is a key priority, and our team again here presents a balanced budget.  Our focus has been and will continue to be on using taxpayer dollars as efficiently as possible.   We have approached the budget from a multi-year perspective as reflected in our efforts to preserve assets by continuing to fund capital and operating maintenance programs, replace equipment within planned schedules, and maintain adequate reserves in all of our major funds.
Conclusion

Like the preceding budgets of the past five years, the proposed 2009 budget reflects the difficult work of finding new efficiencies in agencies that have undergone substantial reductions in prior years, as well as the challenge of prioritizing our limited additional resources around our most critical priorities.  We wish to thank all those involved in the process for their time, thoughtfulness and energy.  We also wish to thank our City workforce on whom we rely so heavily for providing such high quality service and for generating creative new ideas for driving efficiency and improving service. 

The 2009 budget continues our focus of making strategic investments in the areas we believe will bring us the highest return relative to our priorities as a community, as well as constantly seeking improvement and efficiency in our operations.
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Sincerely,

John W. Hickenlooper
Mayor
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