The State of the City of Whiting
Mayor Joseph M. Stahura

February 21, 2006
It is with great pride that I submit my second State of the City Report to the Common Council of the City of Whiting pursuant to I.C. 36-4-5-3.  As with my first report, my intentions are to openly and honestly give the Council and all of our citizens a summary review of the condition of our City.  I hope you find the report informative.
Introduction
As was the case in 2004, our primary efforts in 2005 were focused on reducing the property tax burden for the residents of the City of Whiting.  We have attacked this issue in three strategic ways; lobbying for legislative relief and for the tools to provide relief locally, reducing expenses by improving the efficiency of our operations, and aggressively pursuing development opportunities to expand our tax base.  We are also closely following legal proceedings involving the assessed value of the BP Refinery.  While the City is not directly involved in this legal process, we are an interested party willing to help drive resolution to the outstanding issues currently on the table.  In my following comments, I will attempt to address each of our strategies in greater detail.
It is worthy to note, that during our countless reviews of individual property tax statements, that we are continually finding billing and assessment errors that are negatively impacting the Whiting property owner.  In an attempt to address these issues in a consistent and timely manner, the City has hired a local consultant to assist us in resolving these problems.  This consultant has worked on the city’s behalf to save dozens of tax payers tens of thousands of dollars by helping to correct these errors.  We will continue to provide this service to our residents as long as it continues to pay dividends.
Property Tax Legislation
Due to the efforts of community groups such as the United Citizens Association (UCA) and the Miller Citizens Coalition (MCC) and the participation of residents of our community, the General Assembly adopted legislation that allows the County Council to approve a 2% property tax circuit breaker for all property owners with a Homestead Credit.  This legislation was the first step in providing significant relief to our tax payers.  Also in 2005, with the help of Senator Frank Mrvan, I was able to drive legislation that allows a city to approve a “Local Homestead Credit” if the financial condition of the city warrants it.  I am proud to state that this piece of legislation was enacted largely due to the lobbying efforts of the City of Whiting and the legislative efforts of Senator Mrvan.  In December, the Whiting City Council formally adopted a 20% property tax credit based on this new law, for all properties in the City of Whiting with a Homestead Credit for tax year 2005 payable 2006.  This credit is intended to be a one-time only credit that we were able to fund through cost reductions and sound fiscal management.  In all likelihood, the City of Whiting will be one of the few municipalities in the state to adopt this measure of relief for its citizens.
As I outlined in last year’s report, relief from the property tax problems will occur in stages.  While we have achieved various degrees of success in 2005, we will continue to address this issue as we move into the future.  In 2006, we are pursuing additional legislative changes that allow us greater flexibility and increased stability in regards to property taxes.  Specifically, we are fighting for a permanent 2% circuit breaker that is automatically applied each year.  If we aren’t successful on this issue, we will continue to lobby to have language allowing a local municipality to adopt the 2% circuit breaker if the County fails to adopt the program.  This will ensure that your local leaders have the final decision on whether the cap is adopted.
It is important to note that all measures of property tax relief currently provided by legislation are totally funded by withholding a portion of the City’s property tax revenue.  This means that local government, via the Mayor, Clerk-Treasurer, City Council, and Judge is funding all avenues of property tax relief at this time.  This is currently being accomplished by reducing expenses and by improving efficiency.

Improving the Efficiency of our Operation
2005 brought several changes to our operation that have improved the efficiency of the how we deliver services to our residents and businesses.  In general, we are doing more work with significantly less employees than we have in the recent past.  We have reduced full-time employees (through attrition and not layoffs) from 2003 levels while still providing a high level of municipal services to our residents and businesses.  I commend each employee and their respective department leaders in working with me to accomplish these efficiencies.
Employee Count




Full-Time
Part-Time
Total Employees

End of 2003
125
75
200

End of 2004
118
78
196

End of 2005
107
80
187

Note:
The Part-Time employee count includes: Part-Time elected officials, seasonal employees, park program instructors, board members, college interns, etc.

The City of Whiting voluntarily participated in a privately funded study entitled the “Good Government Initiative”.  This study was driven by Congressman Peter Visclosky to assist local and county elected officials in identifying areas of opportunity to improve their operational efficiency.  The results of the study are due to be officially released in early 2006 and we look forward to addressing the findings as related to our municipal operations.

With regards to improving efficiency, both the Police and Fire Departments have been under tight scrutiny from various outside organizations.  I will discuss our reaction to these studies and our plan of action under the “Public Safety” section of this report.

In 2005, my request to reduce the number of members who sit on the Board of Sanitary Commissioners from five members to three was approved by the City Council.  While the change is minor in nature, the action confirms my commitment to look at all ways to reduce unnecessary costs by streamlining operations.
Another significant change in our operation occurred in late 2005, when we replaced the steel drum garbage cans with new plastic roll-out carts or totes.  New totes were purchased and delivered to each property for both trash and recyclables.  The cost of these new carts was offset by nearly $45,000 in grant money provided by the Indiana Department of Environmental Management (IDEM).  Beginning in early 2006, the new carts will allow us to reduce our trash and recycling pickup costs by over $125,000 per year.  Thanks to the grants, the cost of the carts will be recouped in just over one year from the cost-savings of the program.
2005 marked the second year that the City has partnered with the School City of Whiting searching for ways to reduce our mutual costs.  The efforts to share services and leverage our purchasing power have endless potential for mutual savings.  I look for this partnership to not only continue but to flourish.

We are also continuing to partner with cost reduction specialists who work to identify long term cost savings related to telecommunication services and energy issues.  These partnerships have resulted in measurable savings in the day-to-day costs of these services.  We also have plans for several cost savings improvements at the Whiting Community Center that I will detail later in this report.  The development of a comprehensive purchasing policy, aggressive competitive bidding and the pursuit of grant monies will also continue to improve the efficiency of how we deliver services to our constituents.  We will continue to make changes and improvements wherever it makes good business sense to do so.
Increasing our Tax Base through Development Opportunities
Without doubt, intelligent growth through new development will have the greatest positive impact on the property taxes of our residents.  Taking underutilized and vacant land and putting it back on the tax roles will not only stabilize the tax environment but will continue to drive property taxes down over time.  For each dollar that is cut from the City budget, only fifteen cents is applied to residential property tax relief, while an additional fifteen cents is applied to relief of the refinery’s property taxes.  Each cut will also likely result in the reduction of the level of services that are currently provided to the residents.  On the other hand, investing one dollar to increase the assessed valuation through new development has the potential to provide several dollars in residential tax reduction for each dollar spent.  For obvious reasons, I prefer the latter solution.  Our City is ready for new growth and the interest of outside developers is high.  My most difficult challenge will be to manage the growth to ensure that whatever new development occurs, that it is done in the best interest of the community as a whole.  I am currently planning to conduct an open community forum to announce more details surrounding pending development opportunities.  Our hopes are to hold this forum in mid-April. 
Although we have no direct control of these actions, the BP Refinery has announced that it is exploring its options to make a significant financial investment in the Whiting Refinery.  We are told that the final decisions involving this potential opportunity have not been finalized as of yet.  We are also unsure how much of the investment will be made within the Whiting City borders and what impact it may have on property tax rates.  I will try to keep everyone informed as these issues come to light.
I am well aware that new development will mean change, and change will not be readily accepted by some members of our community.  It is my responsibility to ensure that all new development and the associated changes are in the best interest of the majority of our citizens.  I am committed to openly discussing all development plans directly with the people that will be impacted.  I am committed to listening to your issues and concerns, but my priority is to ensure that future tax rates are driven lower each year.
Civil City Financial Condition
In last year’s report, I detailed the difficulties the City had experienced with poor cash flow related to the delayed property tax bills.  In 2005, we began working our way back to normalcy which includes the repayment of the majority of temporary loans that were needed to maintain our operations.  We anticipate being current, with all temporary loans repaid, by mid-year.  The delays in tax revenue and our need to borrow to sustain our operation will cost the City nearly $100,000 in interest and loan and legal fees by the time we pay off our last loan.  These costs would have been drastically higher if it weren’t for the fiscal stewardship of Clerk-Treasurer Margaret Drewniak and each Department Head. 

Looking at the numbers, Whiting began 2005 with a Civil City gross operating balance of $1.6M and ended the year with $2.0M.  Our net borrowing via tax anticipation warrants (TAW) for the Civil City in 2005 was $1.8M, which has subsequently been repaid.  If 100% of the property taxes owed for previous years are paid, the revenue the Civil City would receive in 2006 is $2.5M.  Other 2005 budgetary issues that are worth mentioning in this section of the report are:

· The City has funded approximately $275,000 for the 2% Circuit Breaker Program through cost reductions and improved efficiency
· Our combined Civil City and Sanitary District levy (amount of budget raised from property taxes), was reduced by nearly $300,000 on top of the $750,000 cut from the 2004 levy.  This equates to a cumulative total of $1,050,000 over the 2-year period.

· Our combined property tax rate for 2005 for the Civil City and Sanitary District dropped from $3.35 to $3.24. 

Financial Outlook for 2006
The City’s financial outlook for 2006 is again extremely positive.  A return to normal property tax billing and collections is expected to occur by year end.  The repayment of all outstanding TAWs and the replenishment of the City’s cash reserves are anticipated.  Current spending levels can sustain the current level of funding for the 2% Circuit Breaker Program.  The fiscal impact of the 20% “Local Homestead Credit” authorized by the Council in late 2005 will be offset by using cash reserves gained by improved cash flow in late 2005 and 2006 and through cost-cutting. 
It is also expected that most of the necessary equipment purchases that were postponed in 2005 due to cash flow problems can be made in 2006.  This list includes needed police squads, street department vehicles and park maintenance equipment.
Public Safety

In 2005, the City continued to experience random criminal activity infiltrating the community from South Chicago and neighboring communities.  The eroding conditions of these surrounding areas will continually present challenges for our Police Department in the coming years.  In light of this challenge, Whiting continues to be rated amongst the safest communities in the Chicagoland Area by home security company ranking systems.  Class B and lower felony arrests were up by nearly 25% largely due to the Detective Bureau’s disruption of local narcotic activity.  Our detectives and supporting officers continue to monitor the movement of drugs from Illinois into the Whiting-Robertsdale area.  Local drug users widely circulated warnings to fellow hoodlums to conduct their transactions outside of the city limits because there was too much “heat” in Whiting.  This is a reputation that we welcome and special thanks go out to Police Chief Steve Miller and the Detective Bureau; Captain John Sotello, Lieutenant Sam Abner, Sergeant Donnie Greer, Detective Brad Stelow, along with Patrol Sergeant Milford Hale and Corporal Jeff Allard for the vigilance in trying to keep illegal drugs off our streets.
In December, the City was marred by the shooting of two men in a local bar.  The shooting at Midtown Station is believed to be related to drug and/or gang activity.  The shooter was immediately identified but remains at large.  The suspect is also being sought by the Chicago Police on unrelated charges.  The owners of the bar made the difficult decision to close the tavern after the shooting.  While this was not an easy decision to make, I truly believe it was in the best interest of the City and commend the owners for taking action.
At the Fire Department, Chief Mike Mantich and his team continue to provide an unprecedented level of fire and ambulance service to the citizens.  Our ambulance service is without doubt the leader in our area with an average response time of less than four minutes per call. 
In the summer of 2005, the Department responded to a residential fire on the 1400 block of Fischrupp Avenue that destroyed three homes and damaged two others.  The devastating fire not only displaced four families, but destroyed years of memories and family heirlooms.  If not for the response of the Whiting Fire Department and the assistance of our neighboring departments, the damage would have been much more drastic.  The community generously came to the aid of the victims by contributing $5,700 to a relief fund and offering their assistance.
In an effort to increase revenue, the City began billing residents for ambulance service, which is covered by insurance, in 2005.  This decision was not an easy one to make, but nearly all of our neighboring municipalities in Indiana and Illinois now bill for this service.  This change is estimated to generate nearly $100,000 in annual revenue paid for services rendered by the user’s insurance provider.
As mentioned earlier in the report, the Whiting Police and Fire Departments have been the topic of much debate when analyzing the efficiency of our operations.  As you may recall, a Quality of Life (QLC) Study released in March and widely publicized in the local media labeled Whiting’s Police and Fire Departments as the most expensive to operate in Northwest Indiana.  In fact, follow-up articles on the topic actually insinuated that because Whiting’s crime rate was so low, that we were likely over-policing!  By now even the brightest scholars have realized that a study that is solely based on a per capita analysis is relatively useless in a region as diverse as ours.  While the QLC Study was never intended to be a complete analysis of each city’s operation, it unfortunately missed the mark badly.  My intentions are not to bash a well intentioned report by a well-respected organization, but to draw comparison with the preliminary public safety findings of the “Good Government Initiative” (GGI).  The GGI Study took a much different approach to comparing municipal operations by reviewing how your operation performed when measured against the best departments in the country.  Throughout this analysis, both the Police and Fire Departments were viewed as being understaffed.  Two studies from respected organizations that draw absolutely opposite conclusions?  Without belaboring the gross differences of the two reports and siding with either of the two, I have made the commitment to the following principles related to our public safety agencies:

· The safety of the community is my top priority
· In an effort to reduce the property tax burden of our citizens, I will strive to reduce costs wherever possible, but only when it does not compromise the reasonable safety of the community as a whole
In general, we will need to continue to do more with less and we will need to learn how to do things more efficiently.  We have implemented several new policies and are currently monitoring their impact on our operation.  We will certainly experiment with other ideas as we move forward and are committed to working with the members of each Department to discuss our options.
Concluding my report on Public Safety, I would like to personally thank the members of each Department for their efforts in 2005.  I respect their professionalism and performance in maintaining the high level of public safety services in our City. 
Here is a list of performance indicators regarding the activity and performance of the Police and Fire Departments for 2005:

Police Department
2004
2005
· Calls for service - Police
4,917
4,791
· Vehicle accidents
128
210
· Calls for service – Animal
317
291
· Average police response time
< 3-min.
< 3-min.

· No. of mutual aid calls to assist Hammond
73
125
· No. of mutual aid calls to assist East Chicago
7
7
· No. of mutual aid calls provided by Hammond
0
0
· No. of mutual aid calls provided by East Chicago
0
0
· Police arrest statistics
· Felony arrests – Class A
5
5
· Felony arrests – Class B, C or D
46
57
· Criminal misdemeanor arrests
155
364
· Juvenile arrests
47
76
· Traffic citations
610
816
· Traffic warning citations
683
691
· Parking tickets
429
466
Fire Department (including EMS)
2004
2005
· No. of emergency incidents
1,407
1,088
· No. of ambulance calls
676
704
· Average emergency fire response time
< 4-min.
< 3.5-min.

· Average emergency ambulance response time
< 4-min.
< 3.5-min.
· No. of mutual aid calls to Hammond
7
8
· No. of mutual aid calls to East Chicago
37
48
· No. of mutual aid calls to Gary
0
2

· No. of assistance calls from Hammond
3
5
· No. of assistance calls from East Chicago
0
3
· No. of assistance calls from Gary
0

0

· ISO fire rating (On 10 point scale – 1 is best)
6

6
· Code enforcement inspections
83

204

Building Department and Code Enforcement
In 2005, the Building Department continued to aggressively coordinate the enforcement of all state and local building codes.  Our strategy in regards to this approach was outlined in detail in last year’s State of the City Report.  We continue to utilize our Fire Department to inspect multi-family structures and commercial properties (inspection numbers included in Fire Department section).  This practice has led to the creation of new programs that have streamlined the inspections of our local businesses by providing checklists of items that the business owner is responsible for maintaining.  These programs have helped reduce the number of return visits needed to verify compliance.  
In 2005, actions initiated by the Building Department led to the demolition of several unsafe buildings.  Actions are also pending for several other properties as we move into 2006.  The Building Commissioner has also successfully utilized the court system to resolve many compliance issues.  While the simple goal of the Department is to have all code violations corrected in a manner that eliminates the safety or compliance issues surrounding that violation, this is always not an easy task.  In cases where the property owner does not willingly comply with the order to correct a violation, the Department has ordered the property owners to appear in court.  This process has not only been effective at resolving code violations, but has emphasized the City’s commitment to improve the safety and quality of our housing stock.  In 2005, the court had issued fines in excess of $50,000 for property owners who refused to correct code violations associated with their properties.
Another significant change that was made in 2005 is the inspection of all properties after an ownership change.  Also, a new ordinance was put in place to charge contractors who are caught working without a license or a permit an amount equal to double the normal permit or license fees.  The Building Department also continues to work on behalf of the residents by investigating heat and utility complaints and works with the Lake County Health Department on related issues.

It is worthy to note that in 2005, several rental properties owned by absentee landlords were sold or listed for sale.  Historically, many of these properties have been classified as problem properties due to the lack of investment needed to maintain or improve the structures.  These poorly maintained buildings often become the home to criminals and hoodlums that place an additional burden on our Police Department.  There are two primary reasons that these properties are being listed for sale.  First, the Building Department’s efforts to enforce our codes and ordinances have played a large part.  Secondly, the property tax reassessment has created an environment that has negatively impacted the profitability of owning these types of properties.  Our hopes are for new responsible owners to purchase these properties and convert them into renovated community assets.  When history plays out, we may look back on this single phenomenon as being a significant turning point in improving the overall quality of housing in our community.  In contrast to the positive impact the tax reassessment may have on these poorly maintained properties, there are many well maintained rental properties that have been negatively impacted by the property tax crisis.  Our goal will be to identify and provide relief to these properties that add value to our community as we continue to work our way out of this crisis.  I will fight for relief for the rental properties that are in compliance with the building codes.
Department totals as related to permits and licenses for 2005 and a comparison to recent years are listed below:







2003

2004

2005
· Building Permits issued 
352
388
346
· Electrical Permits issued 
33
39
37
· Contractors Licenses issued 
114
245
241
· Electrical Contractor Licenses issued 
51
55
48
· Code Violations issued 
NK
155
136
· Inspections conducted 
NK
202
241
· Consultations conducted
NK
369
550

NK – Not Known


Redevelopment and Community Development
When we look back on 2005, I believe it will be viewed as one of the most significant years related to redevelopment in recent history.  Throughout the entire year, we continually fought to improve the City’s position to capitalize on all available development opportunities.  As mentioned earlier in the report, I strongly believe that smart development is the best solution to driving property taxes lower.  With this being said, I understand that the actions we took in 2005 were not all visible to the public.  I am confident that our efforts will become very apparent in 2006.  Here is a list of the highlights related to our redevelopment efforts in 2005:
· Successfully partnered with a developer and agreed to terms to relocate the Walgreen’s store to a new location on Indianapolis Boulevard.  This was accomplished even though numerous issues had to be overcome.  Construction is slated to begin in April.

· Renovated the former Wagner Insurance building, recruited a new restaurant business to utilize the property with the closing set for early 2006.

· Finalized the acquisition of the former Globe Roofing property with the closing set for early 2006.

· The purchase and demolition of two properties in the 1500 block of 119th Street with intentions of adding a municipal parking area and adjacent commercial development on the property.

· Completed the purchase of the former Centier Bank parking lot with the intention of combining the property with an adjacent city owned lot to expand the off-street parking capacity of the business district.  Engineering design work for this lot has also been completed and the construction is expected to begin in early 2006. 

· Partnered with the University of Illinois at Chicago (UIC) to develop a Commercial Redevelopment Plan for several vacant former commercial and industrial sites.

· Worked with several potential developers on possible renovation options for the former Illiana Hotel.  Now working with prospective buyer on redevelopment incentive package.
· Commissioned the engineering design work for the extensive reconstruction of Standard Avenue, Front Street and 121st Street (east of Schrage Avenue).  The design work will be completed in early 2006 with construction beginning by summer.  This project will pave the way for the development of nearly 50-acres of vacant refinery land north of 121st Street and near the lakefront with non-refinery industry and businesses. 
· Partnered with the City of Hammond to plan and design the 2007 reconstruction of Indianapolis Boulevard from Atchison Avenue to Schrage Avenue.

· Developed and successfully implemented a “Matching Grant” program for property improvements in the Redevelopment Area.  55 property owners participated in projects that generated nearly $200,000 in residential housing and business investment in our community.  
· Established a Historic Preservation Commission to promote the preservation of historic buildings along the 119th Street and Boulevard Business Corridors.
· Acquired the liquor licenses from two local taverns retiring from the business which can be used to draw future eateries to the business district.
· Hired a professional marketing firm to help us identify opportunities to attract new businesses, new shoppers and new residents to our City.

· Developed a comprehensive strategy to develop every underutilized or vacant City owned property.  This plan will be set in motion with the selection of a master developer in March 2006.  This multi-year project will most likely be the most extensive and largest development that has ever taken place in our City.
To further emphasize the last bullet point, the City through its Redevelopment Commission, has advertised a Request for Qualifications (RFQ) seeking a master developer to purchase and subsequently develop several parcels of City owned or controlled property.  The RFQ was the direct result of heavy developer interest in our community.  It was apparent that after showcasing our City to dozens of developers, that including all of our developable property into a single plan and encouraging competitive proposals, was in the best interest of the City.  This strategy ensures that even the highest risk/lowest profit projects are included in the master development. 
Another positive development announcement was made in late 2005, when a group of physicians based in Illinois, announced their intentions to renovate an abandoned Robertsdale building into a new, for-profit hospital.  The former Amoco Research (south) building has cleared all regulatory hurdles for a nearly $30,000,000 renovation investment.  While this project will have no direct financial impact on the City of Whiting, nearly 300 jobs will be created and the enterprise will provide hundreds of daily shoppers for our business district.

The Redevelopment Commission did experience one setback in late 2005.  The construction of a new $1,000,000 medical facility planned for 119th Street was lost when the project owners elected not to proceed with the project.  Despite aggressive offers of assistance by the City and the Commission, the current financing and property tax environment was given for as the reason for the project’s cancellation.  The City has taken the precaution to include the land in the master development RFQ to ensure an alternate development option was available.
Water Department

In October, I officially announced the decision to construct a new water purification plant to replace our existing 1920 vintage facility.  This decision was made after careful analysis and review of our available options.  Our research estimated the cost of installing the needed infrastructure to purchase water from the City of Hammond at nearly $2,500,000 versus building a new plant for approximately $3,600,000.  After the $225,000 average annual cost to purchase the water from Hammond was factored in to the equation, the net annual profit for both options was within $10,000 of each other.  These facts made the decision easy and the best one for the residents of the City.  A small water rate increase of 5% to 8% will likely be needed to secure the funding needed for the construction of the plant, but this would have also been necessary to fund the new pumping station needed for Hammond to supply us.  Since making this announcement, the City has engaged in dialogue with potential industries seeking access to ultra pure water.  These opportunities have the potential to make the new plant a more attractive option than perceived in our initial research.  The preferred construction site of the new plant is an area currently owned by the BP Refinery just north of Standard Avenue.
Financially 2005 was a very successful year for the Water Department where exceptionally strong revenue numbers were slightly offset by a small increase in expenditures.  The strong revenue numbers were largely attributed to the new industrial revenue related to our meter replacement program.  As mentioned in last year’s report, this program was expected to generate a revenue increase of nearly $100,000 annually.  Not only have we exceeded these revenue projections, but we were also successful at recovering a 12-month underpayment of $108,177.  A 3-year profit and loss comparison is listed below:


2003
2004
2005

Revenue
$485,000
$511,672
$836,395 1

Expenses
$637,000 2
$553,473
$600,994

Profit (Loss)
($52,000) 3
($41,801)
$235,402

Cash Reserves
$393,000
$351,000
$586,446

1 Includes the collection of a $108,177 underpayment from BP and $100,000 loan repayment from Basin
2 Includes $100,000 loan to Basin

3 After adjustment for loan
The Water Department is in the final stages of completing the first phase of its comprehensive meter replacement program.  The Department’s goal is to have remote read meters installed for 100% of all its customers by June 30.  With nearly 90% of the meters replaced to date, we are in excellent position to meet our goal.  Phase 2 of the program will be to ensure that all meters 10-years and older are replaced each year.
The Water Department is in the final stages of negotiating a renewal of our contract to purchase raw water from the BP refinery.  The contract which was last updated in 1963 is being restructured to current standards and economics.
Sanitary District
The Board of Sanitary Commissioners oversee three individual departments; the Sanitary District, the Recycling Department and the Detention Basin (Sewer Department).  This report briefly summarizes the performance of all three departments.

The Sanitary District, which is funded by property tax revenue, began 2005 with a gross operating balance of $494,000 and ended with a balance of $1,405,621.  Tax Anticipation Warrants (TAWs) totaling $285,000 were paid back in 2005.  Property tax revenue still owed the Sanitary District stands at $804,000.
As mentioned earlier in the report, the City Council approved a reduction in the number of members serving on the Board of Sanitary Commissioners.  The reduction from 5 to 3 members will directly reduce costs and is intended to show my commitment to looking for ways we can improve the efficiency of our operation.
The Sanitary District is responsible for all trash collection and disposal.  As was the case in 2005, several changes were implemented last year as an attempt to reduce the cost of providing these services and lower the property tax burden of the property owners.  A list of the highlighted changes is as follows:

· Competitively bid waste disposal services resulting in a savings of nearly $125,000 over the new 4-year contract period

· Completed retrofitting of obsolete ambulance to plumber’s truck saving $40,000
· Purchased new trash rollout carts (totes) and installed hydraulic lifters on trucks in preparation for switch to 2-man operation and savings of $100,000 annually
· Received $5000 grant for purchase of trash rollout carts

· Increased in-house preventive maintenance of City vehicles to reduce cost of using an outside vendor

The Recycling Department has again made significant improvements in 2005.  Recycling Director Mark Harbin has positioned the Department as a potential nominee for state-wide recognition by focusing on the continual expansion and improvement of the program.  Highlights of the program include:
· Possibly the 1st City in the state to implement a city-wide alley recycling program using rollout carts to increase recycling tonnage and further improve operational efficiency

· Received a grant of nearly $40,000 to fund the purchase of the recycling carts
· Passage of local ordinances encouraging recycling efforts for businesses, rental units and construction sites

· Use of Recycling Grant funds to retrofit all park benches along 119th Street from the old, tattered wood slats to new recycled lumber (material purchased in 2005 installed in 2006)

· Implementation of new county-wide obsolete electronics recycling program
· Continued participation in the Lake County Solid Waste District Household Hazardous Waste Program with 10,000 pounds of hazardous waste collected in Whiting alone
· Instituted a festival/event recycling program to encourage recycling at local events such as Pierogi Fest, 4th of July Carnival, Summer Symphonies, Cruise Nights, school events, and many more. 

3-year recycling comparisons (all numbers in tons):


2003
2004
2005

Total tonnage
671
747
976



Curbside & Commercial
429
455
480


Yard waste
139
185
156



Brush
N/A
N/A
220



Scrap iron - metal
81
89
103


Tires
14
11
10


WHS program
8
7
3



Obsolete electronics
N/A
N/A
5

The Detention Basin is funded by the Sewer Users fees included on your water bill.  Exceptionally strong revenues coupled with a reduction in expenses over the previous year resulted in the strongest financial year in recent times.  Cash reserves were bolstered by the collection of the underpayment of nearly $370,000 due to a faulty BP Refinery water meter.     
A 3-year profit and loss comparison is listed below:



2003
2004
2005

Revenue
$633,179 1
$703,000
$1,306,716 2

Expenses
$725,409
$718,000
$810,140 3

Profit (Loss)
($92,230)
($15,000)
$596,576 4

Cash Reserves
$189,559
$175,677
$672,255

1 Includes $100,000 loan from Water Department

2 Includes the collection of a nearly $370,000 underpayment from BP
3 Includes the repayment of a $100,000 loan from the Water Department

4 After adjustment for loan repayment
Annual profits for 2006 are projected to be over $225,000 in comparison to a 2003 year-end loss of nearly $100,000.  It is also important to note that for the first time in several years, all invoices are being processed timely and all debt is current.  Once again, Basin Superintendent Henry Drewniak and his staff have played a large part in the recent success of the Basin.  They have completed most repairs and improvements in house minimizing the need to hire outside contractors at an additional expense. 

Last year’s acquisition of aeration equipment from Cargill has significantly improved the Basin performance.  This donated equipment has both reduced the energy costs of operating the plant and saved considerable capital expense that would have been needed to replace the obsolete equipment previously being used. 

Parks & Recreation
The Park Department continues to address the concerns of operating and maintaining the Whiting Community Center in a cost-effective manner.  These concerns are largely attributed to the age and physical size of the facility.  Heating bills of nearly $20,000 a month were reached in late 2005.  A federal grant obtained through the efforts of Congressman Peter Visclosky has yet to be processed, but will soon come to the aid of the Center.  Much of the $263,000 in grant funds will be utilized to improve the building’s energy efficiency by installing new insulation, doors, and windows.  Our hopes are that a significant drop in energy costs will be seen this coming winter.  We will continue to evaluate our options at improving the bottom line of the facility.
Significant projects or accomplishments that were completed in 2005 include; awarded a $10,000 Anderson Foundation Grant for the Community Center, the construction of a new retaining wall at the Skatepark, the renovation of the small gym walls, and the completion of bid specifications to install new ADA restrooms on the Community Center first floor and complete renovation of the Whiting Park Pavilion.  Additional projects on tap for 2006 include; the completion of the ADA restrooms, the pavilion renovation, new clay tile roof, gutters, new lobby flooring, and all new windows for the Community Center, refinishing of the small gym floor, fire escape repairs, and repairs to the Horseshoe Club building.
The Park Department has been impacted negatively by employee attrition which has been further hampered by our hiring freeze.  This will change in 2006 with the hiring of additional field support for the Park crews.  In light of this shortage of staff, Superintendent Marty Jakubowski and his staff have maintained the Park facilities to the high standards that we’ve all come accustomed to seeing.
Infrastructure Upgrades
I believe one of the most significant accomplishments achieved in 2005 was the development of a City Capital Expenditure Plan.  Businesses commonly utilize capital plans to strategically plan their large purchases over an extended period of time.  This type of planning ensures that their operational needs are met by estimating the life-expectancy of their facilities and equipment.  Municipalities must think in a similar manner if they are to be efficient.  We simply do not have the funds to complete every project or purchase every piece of equipment each year.  A capital plan allows each department to systematically plan and budget for their current and future needs by projecting the expenses over a number of years.  Our new plan covers a rolling 5-year period for all projected expenses greater than $5000.  
When developing the Capital Plan, the Engineering Department began by coordinating the inspection of all City streets, sidewalks and alleys.  They have also collected data related to the age and condition of the City’s water and sewer lines.  This information was then ranked systematically and cost estimates prepared for each project.  The information is then entered into the Capital Plan based on the availability of funds and placed within a given budget year.  If this system is followed properly, the infrastructure in the worst condition will be replaced at the first funding opportunity.  By early 2006, projected schedules for all infrastructure repairs will be posted for the public.
Another critical component of a good Capital Plan is to ensure that multiple projects are effectively coordinated as a means to avoid additional expenses.  If you are paving a street, it just makes good sense to repair the bad water line under the street at the same time.  The primary problem we have had in assessing this in the past was that the condition of these underground lines was not readily available.  To overcome this problem, we have hired an engineering consultant to evaluate the improvements and repairs that are needed to improve our water distribution system.  We will also evaluate the need to upgrade the size of these lines in locations where we have experienced problems.
In 2005, several infrastructure projects were successfully completed.  The following list highlights the projects completed:

· Grinding and paving of:
· Atchison Avenue

· 127th Street

· LaPorte Avenue

· Central Avenue

· Repairs to West Fred Street

· New sidewalks on:

· Sheridan Avenue

Projects planned for 2006 include:

· Reconstruction of:

· Standard Avenue
· Front Street

· New York Avenue between Fischrupp and 121st
· Grinding and paving of:

· 2400 block of Schrage Avenue

· 118th from Sheridan to Atchison

· Ohio Avenue from Sheridan to Atchison

· New sidewalks on:

· Pennsylvania Avenue

· 121st Street from Indianapolis to Atchison

· Kelly Place

· West Fred

· Atchison from 121st to West Fred

City Court
2005 marked the first full year of Judge Ann P. Likens term on the bench.  To show her commitment to assisting the administration with the property tax issue, she reduced the court budget by 15% in her first year.  She has also partnered with the Civil City in sharing resources across both entities.  I sincerely appreciate the efforts and cooperation of the Judge and her staff throughout the past year.
Legislative Issues – City Council

As was the case in 2004, the City Council aggressively pursued new ordinances designed to provide assistance to the residents of the City and provide new enforcement tools to various City departments.  Highlighting their aggressive agenda was the approval of a one-time 20% property tax credit for all property owners who qualify for a Homestead Exemption.  Letters outlining the details of this program were mailed to each household in January.  This credit is expected to reduce the City’s revenue by nearly $600,000 and will be made up through the many operational changes described in this report.

General Administration
The City has officially taken ownership of the former Bar-Rio bar on 121st and Kelly Place.  Our acquisition now ensures that the bar will not reopen and that the liquor license cannot be moved to another location.  Demolition is scheduled for March of 2006 and plans for a new neighborhood park will follow soon after.

Despite aggressive policy change and risk management strategies, the City continues to experience rapidly rising insurance costs.  Overall in 2005, the City spent over $1,500,000 to fund various insurance premiums.  The percentage of insurance premiums in relationship to our overall budget continues to climb at an accelerated pace each year.  This is and will increasingly become a major problem for our City.  In 2006, a research committee will convene to explore our options to slow the growth of this enormous expense.
2005 marked the first year in which the Mayor (and not the City Council) has directed the bargaining team in negotiations of the contracts with our Police and Fire Department Unions.  Overall these negotiations went well with both Departments electing to pursue different priorities.  One of the many issues agreed to in these sessions was the implementation of a residency bonus for each police officer or firefighter who elects to live in our City.  Current state law allows a public safety officer to live as far away as a county that is contiguous to the county in which they are employed.  I feel strongly that a police officer or firefighter’s presence in our community and on our streets, even when they are off duty, is a community asset that cannot be measured.  The residency bonus that was negotiated and approved by the City Council is a solid method to ensure that this asset is maintained.

Other items worthy of noting include:

· Solicited input via public surveys related to:

· Trash and Recycling Programs

· Parks and Recreation Programs

· Released updated version of City/Chamber web site

· Working to keep residents informed by authoring a monthly column in the WRite Stuff

· Continuation of the Mayor’s Youth Advisory Commission – a program designed to solicit input from Whiting High School students
· Formed the Mayor’s Advisory Task Force consisting of a widely diverse group of 40 residents and business owners and currently reviewing options for improved effectiveness of the process

Challenges and Opportunities
I’ll briefly reiterate the challenge to continue striving for additional property tax relief and again acknowledge the need to identify ways to provide such relief to the businesses and respectable rental property owners of our City. 
One of our major decisions of 2006 will be to outline a plan for the future of our lakeshore.  This underutilized asset may hold the key for the future growth of our City.  Our opportunity will be to capitalize on the best use of the property while the challenge will be to clearly present the options and then solicit input from the residents.  Rest assured that the developers responding to our Master Development RFQ are treating the lakeshore as a huge opportunity.
A very difficult challenge facing the administration in 2006 will be to execute our plan in completing our aggressive redevelopment efforts throughout the City.  While funding issues should not prevent us from succeeding, the shear workload for a limited number of staff members will be daunting. 
Conclusion

When writing this report last year, I had difficulty explaining in words how challenging a year 2004 actually was.  Property tax issues seemed to fill every section of the report and nearly every discussion that took place.  It was hard to speak to anyone, at anytime, without discussing the property tax issue.  As we begin 2006, I can now say that actions that we have taken and plans that we now have in place, have given us reason to be optimistic again.  I ask every one of the fine citizens of Whiting to watch carefully as we move forward this year.  With every new development, every new business, every renovation project, and with every new home that is built, just smile and keep the faith.  It will take some time, but it will get done.  I’m betting on it.
Thank you,
Mayor Joseph M. Stahura
Note: 
This “State of the City Report” and can be accessed online at:



http://www.whitingindiana.com/intranet_files/soca.doc

A summary of the report titled the “Mayor’s Annual Report” can be accessed at:


http://www.whitingindiana.com/intranet_files/mar.xml
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