COUNTY OF ERIE

CHRIS COLLINS

COUNTY EXECUTIVE

July 31, 2009

The Honorable

Erie County Legislature
92 Franklin Street
Buffalo, NY 14202

Dear Honorable Members:

Attached is the Budget Monitoring Report (BMR) for the period ending June 30, 2009. The BMR
is designed to give management a monthly measurement tool to determine if actual revenue
and expenditures are in line with estimated budgeted amounts for the period. The report
indicates a net positive variance for the period ending June 30, 2009 of $15,245,182.

The BMR also helps identify key financial issues facing the County having both a positive or
negative impact. The Division of Budget and Management utilizes that information to take
appropriate action that will mitigate identified problems and assure proper management and
control of the budget.

On July 2, 2009 the Erie County Legislature passed a series of amendments adjusting the 2009
budget to reflect trends and to bring the budget in-line with the recently approved Four-Year
Plan. These budget adjustments will be reflected in the July BMR.

As detailed below, May sales tax received in July reversed the negative trend. The May
revenue brought year-to-date sales tax to a decline of 2.67% or $6,645,713.

The negative impact of the recently enacted 2009-2010 State budget is reflected in these results
as the State budget year began April 1, 2009. The overall 2009 negative impact of the State
budget on the County is now estimated at roughly $4 million dollars.

The first six month results include the receipt of the eight months reimbursement under the
Federal Medical Assistance Payments (FMAP) of $20,655,304 and a change in the accounting
of FMAP revenue. The County Comptroller's Office has begun to accrue revenue in this
account. The accrual totaled $3 million. We have also been informed by the New York State
Department of Health (NYSDOH) in a letter dated July 10, 2009 that starting with the July 22,
2009 payment cycle the County’s Medicaid payment will be reduced by $562,848. This is an
increase of approximately $7 million above the $42,850,000 in FMAP revenue that was added
to the County’s budget in the budget adjustments approved by the County Legislature on July 2,
2009. A reconciliation of FMAP revenue is scheduled in September, 2009 by the NYSDOH.
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Another item reported in the report is the Intergovernmental payment (IGT) of $6,674,131, the
County’s 50% share of the $13,348,262 payment made by the State to the Erie County Medical
Center Corporation. An additional IGT/UPL payment will be made in July in the amount of
$6,15 million that will be offset by ECMCC subsidy payments. The County Comptroller in a
letter dated July 17, 2009 addressed to your Honorable Body stated: “We were informally
advised by NYSDOH that the County will likely be required to pay an additional $6.37 million
(net) to the State by the end of September 2009 for IGT/DSH obligations.” If this does in fact
happen it will bring the total County share of IGT/DSH/UPL payments to ECMCC to
approximately $19.22 million. A total of $16 million in IGT/DSH/UPL payments was included in
the July 2, 2009 budget balancing package. The difference of $3.22 million will be offset by
additional FMAP funds that the County is scheduled to receive beyond the amount budgeted.

An additional sign of the recession has been a dramatic decline in Real Estate Transfer Tax
proceeds. This item is budgeted in the Road Repair Reserve Fund and was budgeted to
decline. However, it is declining at the rate of 20% that is a greater decline then was budgeted.
Budget holds have been implemented in the County Road Fund to assure a balanced year-end
result.

SUMMARY OF KEY ITEMS

1. Sales Tax Revenue

Year-to-date sales tax revenue is $6,645,713 less than budget at the end of June. The May
revenue received by the County in July reversed the downward trend reported last month. May
receipts were 6.05% or $2,427,013 more then May, 2008 receipts. June revenue is estimated
in this report as it will not be received by the County until August. The 2009 budget for sales tax
reflects an increase of approximately $1,996,768 from total received in 2008. This is the largest
single revenue in the County’s budget. Unfortunately the County does not receive final sales
tax receipts until two months after the end of the current fiscal year. This also was adjusted in
the July 2, 2009 budget amendments.

2. Personnel Related Expense

Total personnel related expense shows a positive variance of $5,167,513 for the period. Every
job opening is being examined and justification for filling the job must be presented and priority
is given to filling health and safety related positions. Fringe benefits were adjusted in the July 2,
2009 budget package.

3. Social Services & Intergovernmental Transfers (IGT expense)

The Department of Social Services has incurred a state and federally mandated payment of
$6,674,131 to the Erie County Medical Center. The payment is determined by federal rules
regarding the hospital’s service to Medicaid eligible patients. This was budgeted for in the July
2, 2009 budget amendment package. Caseloads for the first six months are within budgeted
estimates except for Medicaid and Food Stamps which are increasing at an accelerated case.
Medicaid County share is capped at 3% and the Food Stamp program is a 0% County share
cost except the administration of the program which is 50% County share.
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OTHER AREAS OF CONCERN

1. Interest Earnings

Falling interest rates have resulted in lower than budgeted interest earnings for the period by
$494,193. This is a trend that is expected to continue as long as rates remain below one per
cent. The Erie County Fiscal Authority closed on a $103,535,000 Bond Anticipation Note in
May. This resulted in the General Fund cash advances on capital projects being repaid and
more cash being available for investment. This account was adjusted in the July 2, 2009 budget
adjustment package.

2. State Reimbursement

The Division of Budget and Management is continuing to work with county departments to
develop clear estimates on the impact of State budget cuts. The latest estimates are a $4
million negative impact in 2009. The programs impacted are: Child Welfare Threshold; Increase -
in Public Assistance Basic Need; Youth Services Block Grant and Probation Aid. These
accounts were adjusted in the July 2, 2009 budget amendment package. In May NYSAC
advised Counties of another potential State budget impact: “This year's State Budget also
enacted reforms to the Rockefeller Drug Laws aimed at reducing state spending on the
incarceration of non-violent drug offenders. However, these state-level reductions will come at a
cost to local property taxpayers. Most of the convicted drug offenders will now end up in local
correctional facilities, with the costs being picked up by county property taxpayers.” At this point
we have no way to quantify this impact, if any.

On July 30, 2009 the State issued a press release titled: “Governor Paterson will deliver
economic and fiscal recovery plan to address $2.1 billion current-year budget deficit.” The
release included revised deficit estimates for the next four years. At this time it is not known
what if any impact that will have on the County.

EFFORTS TO MITIGATE FINANCIAL CONCERNS

Management initiatives are continuing to review operations and lower expense. These efforts
include the implementation of six-sigma and efficiency grant proposals funded by the Erie
County Fiscal Stability Authority. Attached is a summary chart which shows the six sigma
projects with an estimate of savings to be generated in 2009.

SUMMARY

As detailed above, the County is facing a number of significant negative impacts this year. The
positive variance indicated in the current BMR indicates that to date the 2009 budget is
manageable and balanced. The concerns identified above will be closely monitored and are
being addressed during the course of the year.
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Next months BMR will contain a year-end projection as well as show the effect of the budget
adjustment package passed on July 2, 2009.

The 2009 budget is heavily dependent upon sales tax and final 2009 sales tax will not be
recorded until February 2010. As seen in the 2008 year-end results, sales tax can quickly
change. All items that management can control are being managed.

We are happy to answer any questions on the attached BMR and appear at the Finance and
Management Committee to discuss this data in greater detail.

Sincerely,

<

Gregory G. Gach
~ Director of Budget and Management

Attachment

c. County Executive Chris Collins
Elected Officials and Department Heads
Erie County Fiscal Stability Authority
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