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OVERVIEW
On October 29, 2015, the County adopted a Multi-Year Plan for FY 2016 – 2019
(the “Plan”), which contains significant projected risks and deficits in each year. These
risks include approximately $161 million in FY 2016, when calculated in accordance with
Generally Accepted Accounting Principles and without using “other financing sources”
(such as bond proceeds) to support operating expenses (hereinafter, deficit on a “GAAP
Basis”). The NIFA Act requires that the control period continue as long as there is at least
a 1% deficit on a GAAP Basis in the County’s Major Funds (defined herein), or $29.2
million based on the FY 2016 Budget.
Most of the risks identified in NIFA’s October Report were not addressed in the
Plan. After almost five years in a Control Period, the County has not achieved GAAP or
structural balance (where recurring operating expenditures are supported by recurring
operating revenues) and is unlikely to do so for the foreseeable future. To accomplish this
mandate, the County’s multi-year plans must reflect much larger and more realistic
increases in revenues and/or reductions in expenditures. Because of the continued absence
of realistic County actions to achieve balance on a GAAP Basis, NIFA is prepared to
exercise its statutory authority to bring expenditures in line with the County’s available
revenues.
Due to the foregoing risks that remain in FY 2016 and the statutory deficits
projected for FY 2016 – FY 2019, we find that the Plan is unable to meet the requirements
of the NIFA Act using reasonable projections of revenues and expenditures. Consequently,
future compliance requires not only the continuation of the Control Period, but also the
introduction of more rigorous monitoring and the likely imposition of budget cuts to ensure
that operations of the County will be conducted within the resources available.
The remainder of this Report, read in conjunction with NIFA’s October Report,
provides both the historical context and analysis that were utilized to arrive at the preceding
comments.

1

2

BACKGROUND
On October 19, 2015 the Directors accepted a staff report (“October Report”),
which contained a series of analyses and findings concerning the Proposed Multi-Year
Financial Plan for Fiscal Years 2016 – 2019 (the “Proposed Plan”). The October Report
was subsequently transmitted to the County Executive and Legislature for consideration.
The October Report discussed a number of risks and concerns, totaling $211
million on a GAAP Basis, and concluded that the Proposed Plan would be considered for
approval under certain conditions. The Report suggested the County must immediately
adopt measures to significantly raise the level of revenue likely to be available each year
to fund its desired level of services. The Report further noted that in the alternative, the
County must immediately act to radically cut its expenditures to a level that can be
sustained by its preferred level of revenues. A portion of these risks were subsequently
reduced during the adoption process, but still total $161 million on a GAAP Basis.
On October 29, 2015, the Legislature approved the FY 2016 Budget and Plan
(containing a number of amendments and technical adjustments to the Proposed FY 2016
Budget and Proposed Plan). On November 6, 2015, the County Executive vetoed only one
of the adopted amendments. The amendment had reduced the proposed property tax
increase by $12 million. On November 13, 2015, the Legislature voted to override his
veto.
With respect to the concerns noted above:








The Legislature cut $12 million from the proposed property tax increase,
which had totaled $21.6 million in the Major Funds (including $9.6
million in property taxes that are being shifted from the Environmental
Bond Fund tax levy to the Major Funds). The reduction validated our
initial concerns; however, the Legislature approved the proposed shift in
tax levies, which actually reduced our risk by $9.6 million in FY 2016.
The Legislature revised downward two of the proposed fee increases –
mortgage recording fees and tax map verification fees – which NIFA had
held entirely at risk, but still raised them sufficiently to bring in almost
$21 million in additional projected revenue.
The Legislature approved the proposed revenue increase in the Traffic and
Parking Violations Agency that is expected to come from an increase in
the administrative fee charged on traffic and parking violations. The
approval reduced our risk by $6 million.
The Legislature approved an amendment to include $15.8 million in
additional revenue that could potentially be realized by the County from
enforcing the imposition of fines on commercial property owners who fail
to timely file income and expense statements.
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We have been told that the County Attorney’s Office is in the process of
setting up procedures to address compliance and expects to be
implementing this initiative in a few weeks. We are concerned that
implementation will be postponed because the plaintiff has indicated its
desire to appeal, which could lead to a stay of enforcement.
Consequently, NIFA will hold the projected revenues at risk until the
Court’s ruling withstands any further challenges and the County
demonstrates an ability to collect these fines.
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UPDATE OF ANALYSIS
We have reviewed the County’s adopted Multi-Year Plan for FY 2016 – 2019,
which incorporates several amendments and technical adjustments that were approved by
the Legislature during the legislative adoption process. These changes are discussed in the
next section of this Report. The following discussion should be read in conjunction with
our October Report for a complete understanding of our analysis and concerns with the
Plan.
FY 2016
The County did not address most of the FY 2016 issues or risks that were
discussed in our October Report. Our analysis indicates that the FY 2016 Budget contains
approximately $161 million in projected risks on a GAAP Basis, including $78 million
related to the proposed borrowings for tax certiorari refunds ($60 million) and payment of
other judgments and settlements ($18 million). Although this projection is $50 million
lower than our analysis of the Proposed Plan, it remains more than five times the $29.2
million deficit which would otherwise trigger (or maintain) a control period. Furthermore,
the County’s non-budgeted reserves remain woefully inadequate to mitigate significant
unanticipated events.
We are concerned by the County’s lack of significant progress in reducing the
projected GAAP Basis deficit, using reasonable projections of revenues and expenditures
(see chart below).
Operating Results on a GAAP Basis
($ in millions)

FY 2009

FY 2010

FY 2011

FY 2012

FY 2013

FY 2014

FY 2015p

FY 2016p

($180.4)

($144.9)

($160.0)

($64.1)

($73.6)

($189.2)

($188.2)

($161.3)

Even if the County receives the requisite approvals for the $78 million in
borrowings referenced in the prior paragraph, the remaining projected risks total
approximately $81 million. Due to the cumulative size of these risks, we remain concerned
whether the County can aggressively manage the FY 2016 Budget to ensure that a deficit,
even on a budgetary basis, does not occur. As a reminder to the County, we reiterate that
bond proceeds raised through borrowings are not considered revenues and will not reduce
the size of the GAAP Basis deficit. The risks, which are shown below, are discussed in
detail in our October Report.
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ANALYSIS OF FY 2016 BUDGET

($ in millions)

Surplus/(Risk)
($ in millions)
FY 2016
Proposed

FY 2016
Adopted

Change
Better/(Worse)

Revenues:
Fines and Forfeitures

($12.1)

($5.9)

$6.2

Rents and Recoveries

(5.1)

(7.7)

(2.6)

Departmental Revenues
Mortgage Recording Fees
GIS Tax Map Fee
Income and Expense Law
Other

(41.3)
(17.7)
(18.2)
(5.4)

(24.7)
0.0
0.0
(15.8)
(8.9)

16.6
17.7
18.2
(15.8)
(3.5)

Bond Proceeds for Operations
Tax Certiorari Payments
Termination Payments

(92.8)
(60.0)
(32.8)

(60.0)
(60.0)
0.0

32.8
0.0
32.8

OTB Profits

(20.0)

(20.0)

0.0

Property Taxes

(21.6)

0.0

21.6

Sales Tax

(10.7)

(10.7)

0.0

0.9

(3.4)

(4.3)

Other Revenue
Total Revenues

(202.7)

(132.4)

(6.7)
(6.7)

(9.2)
(9.2)

(2.5)
(2.5)

Fringe Benefits

7.2

(0.4)

(6.8)

Contractual Services

0.0

0.0

0.0

Debt Service

7.0

0.0

(7.0)

Tax Certiorari Payments

0.0

0.0

0.0

Other Expenditures

(0.2)

0.7

0.9

Total Expenditures

7.3

(8.9)

(16.2)

Contingency Reserve

4.0

0.0

(4.0)

Expenditures:
Salaries and Wages
Overtime

Su bt o t a l o f B udg et a ry Ri s ks
G AAP B a s i s A dj us t me n t s*
To ta l R is k o n G AA P B a si s

( $ 1 9 1 .4 )
(20.0)
( $ 2 1 1 .4 )

( $ 1 4 1 .3 )
(20.0)
( $ 1 6 1 .3 )

70.3

$ 5 0 .1
0.0
$ 5 0 .1

*Includes $18 million that may be taken from the Litigation Fund to pay non-cert judgments and settlements.
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FY 2017 – FY 2019
The County projects baseline gaps of $93.2 million in FY 2017, $132.1 million in
FY 2018, and $163.6 million in FY 2019 ( the “Out-Years”) even if it can successfully
implement its entire FY 2016 gap-closing plan, which has been fully incorporated into the
Plan.
In contrast, our analysis continues to indicate that the County’s revised projections
of Out-Year gaps may be understated if the risks we identified in FY 2016 are not
satisfactorily addressed with recurring solutions. We project that the baseline gaps could
reach $229.8 million in FY 2017, $270.9 million in FY 2018 and $305.1 million in FY
2019, as shown below.

Projected Out-Year Gaps
($ in millions)
County Estimated Baseline Gap
NIFA Risks (including GAAP Basis adjustments)
NIFA Estimated Baseline Gap

FY 2017
($93.2)
(136.6)
($229.8)

FY 2018
($132.1)
(138.8)
($270.9)

FY 2019
($163.6)
(141.5)
($305.1)

Closing the Out-Year Gaps – The County’s Out-Year Gap Closing Plan, even if
fully implemented, is insufficient to close the baseline gaps projected by the County and
also mitigate the projected risks identified in our analysis. Furthermore, we have an
ongoing concern that the Gap Closing Plan repeats many of the same initiatives already
proposed in earlier financial plan submissions, almost all of which contained considerable
risk or require outside approval. These concerns are discussed in our October Report.
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LEGISLATIVE AMENDMENTS
This section of the Report discusses the budget amendments (and certain technical
adjustments) adopted by the Legislature on October 29, 2015.
The County made several changes to the Proposed Budget, which in aggregate
resulted in the Major Funds of the FY 2016 Budget (as defined in the Act) being decreased
by $28.4 million when excluding interdepartmental transfers. The largest changes are
shown below.

Expenditures
Salaries and Wages
Fringe Benefits
Contingency Reserve
NIFA Debt Service
County Debt Service

Other Expense
Total

Revenues
Reductions
($10.0) Bond Proceeds for Termination Pay
(7.5) Property Taxes
(4.0) Mortgage Recording Fee
(5.0) GIS Tax Map Verification Fee
(2.0)
Increases
Income and Expense Law Fines
Rents and Recoveries
Road Opening Fee
Tow Truck Franchise Fee
Tax on Medical Marijuana
Fire Commission Fees
0.1
Other Revenue
($28.4)

($32.8)
(12.0)
(8.0)
(8.0)

15.8
9.6
2.5
1.5
1.5
1.0
0.5
($28.4)

Program Changes
The Legislature’s major changes to the Budget included removal of the proposed
1.2% property tax increase and slashing by half, two of the Administration’s proposed fee
increases. The simultaneously, proposed cost cutting and revenue enhancement measures
that they asserted would make up the difference.
The County Executive, in turn, let stand all of the Legislature’s amendments
choosing to veto only the removal of the property tax increase and associated revenue of
$12 million. The Legislature subsequently voted to override the veto, thereby eliminating
the $12 million in recurring revenue from the Plan.
Beyond the property tax and fee amendments, several other amendments, including
technical adjustments submitted by the Administration were accepted by the Legislature
and are also illustrated in the table above.
9

Bond Proceeds for Termination Pay
The Proposed Budget included an assumption of borrowing $32.8 million to pay
for termination costs, which are operating costs routinely paid with operating revenue by
other municipalities. The NIFA Directors advised the County that this borrowing would
not be permitted. The Administration proposed a number of alternative actions, which
were approved by the Legislature, to comply with the mandate.
Property Tax Levy Reduction
The County Executive had proposed a 1.2% property tax increase which, when
combined with the transfer of existing property tax revenues from the Environmental Bond
Fund, would bring in $21.6 million into the Major Funds ($12 million from the tax levies
within the Major Funds and $9.6 million from Environmental Bond Fund). The Legislature
eliminated $12 million in property taxes from the General Fund, but approved the transfer
of property tax revenue from the Environmental Bond Fund.
The decision to eliminate the property tax increase removed a reliable source of
recurring revenue that would otherwise have helped to support the County’s operating
budget and the provision of desired services. It also exacerbated the structural imbalance
that continues to plague County finances and further moved the County’s finances in the
wrong direction. As we noted in our October Report, the Proposed Budget already carried
significant risks that could contribute toward an operating deficit even if the proposed
property tax increase was enacted.
Various Departmental Fee Increases
The Administration proposed $42.8 million in fee increases, including $36.7
million from a $150 increase per filing to both the GIS Tax Map Verification and Mortgage
Recording Fees. The GIS Tax Map Verification fee would have increased from $75 to
$225 per filing and the Mortgage Recording fee would have increased from $150 to $300.
The Legislature approved only half of the proposed increases, bringing the fees to $150
and $225, respectively. The Legislature estimates that the amendment results in the loss
of $8 million in projected revenue from each fee. The County Executive did not veto the
Legislature’s amendment to either of the Program fees.
The Legislature adopted four other changes to provide, on paper, the resources
necessary to offset the loss of property tax revenue and the reduction in the aforementioned
departmental fee increases: a road opening fee in Public Works for $2.5 million; a tow
truck franchise fee in the Police Department for $1.5 million; recognition of projected
revenue from taxes on medical marijuana for $1.5 million; and Fire Commission fees for
$1.0 million. Some of these changes are speculative and untested or are repeats of failed
initiatives, such as the tow truck franchise fee.
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Capture Revenue from Income and Expense Law
A fine is imposed on commercial property owners who fail to file income and
expense statements. A local law to enforce compliance was introduced in December 2013;
however, a suit against the County prevented the collection of the fines. The New York
State Supreme Court ruled in the County’s favor in May 2015 and the decision was reduced
to an order in June 2015. Having recently won its right to enforce the law and collect the
fine, the Legislature estimates that fines collected from parcels which are currently out of
compliance could be as high as $45 million. The Legislature said that it chose to
conservatively set its amendment at $15.8 million in FY 2016 and lower amounts in the
Out-Years of the Plan, assuming that compliance with the law will increase over time. The
amount that can actually be collected depends on how aggressively the County pursues
these fines and whether the Court’s ruling withstands any further challenges and appeals,
as previously noted.
Rents and Recoveries
Each year, the County disencumbers, or closes out, a portion of prior year
appropriations after determining that they are no longer needed and reflects the recoveries
as revenue. The Administration had already provided a $2.6 million technical adjustment
to the Proposed Budget increasing the amount already allocated for the annual practice of
reducing contract encumbrances. The Legislature increased the level of anticipated
recovery by $7 million, for a total increase to the Proposed Budget of $9.6 million. With
these changes, the Budget contains $15.5 million in projected revenue from the recovery
of these prior year appropriations. Historically, the County has realized amounts varying
from a low of $9 million in 2009 to as much as $33 million in 2014. While the practice
may be implementable, even at the higher amount, it may provide only non-recurring
budgetary relief and simply forestall impending and needed contract services.
Salaries and Fringe Benefit Reduction
The County reduced its projection of expenditures for salaries and fringe benefits
by $17.5 million combined, including the Legislature’s amendment of $3.2 million. The
Adopted Budget reflects a $10 million reduction in salaries and wages and a $7.5 million
reduction in the associated fringe benefits to reflect savings from vacancies and lower than
assumed health insurance costs. The degree to which this reduction can be realized is
dependent on the County’s ability and willingness to hold vacancies, slow the backfilling
of prospective attrition and manage overtime.
Reduce Debt Service Budget
The Legislature noted that the County’s monitors, including NIFA, estimated that
the County’s Debt Service budget was overstated. The Administration had already
proposed a reduction of $4.2 million to reflect savings resulting from delayed and reduced
borrowings as well as savings generated by a recent NIFA bond refunding transaction. The
Legislature further reduced this line by $2 million for a total reduction of $7 million, which
we find to be reasonable.
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Contingency Reserve
The $4 million contingency reserve that was allocated in the Proposed Budget has
been eliminated in its entirety to address budgetary holes. It is fiscally imprudent to adopt
a multi-year financial plan that lacks budgeted contingencies that would be available to
mitigate unanticipated revenue shortfalls or cost overruns. This action could result in
disruptive mid-year cuts that are progressively larger if negative variances develop and
fewer months remain in the year.
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VI. APPENDIX
ADOPTED MULTI-YEAR FINANCIAL PLAN FOR FISCAL YEARS 2016-2019
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ADOPTED PLAN COMPARED TO PROPOSED PLAN
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