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OVERVIEW
The County’s Multi-Year Financial Plan is tenuous and will require vigilant
oversight, deft management, and either an improving economy or significant remedial
action plans should the economy deteriorate further, especially during 2009, to ensure
that budgetary balance is maintained.
The changes that were made in the FY 2009 Budget during the adoption process
show that the County’s leaders understood the economic changes that had occurred, took
NIFA’s October Report seriously, were aware of the County’s financial problems and
were prepared to take remedial actions. In addition, the Administration conveyed to
NIFA a contingency plan. That plan included additional changes that could be made, if
necessary, due to revenue shortfalls or unanticipated expenditures, to ensure budgetary
balance; however, the majority of the changes will require bi-partisan support from the
County Legislature to implement.
Subsequent to the adoption of the FY 2009 Budget and Plan by the County
Legislature, and after the submission of the Contingency Plan to NIFA, the County
announced its intention to borrow $48 million to pay for certiorari judgments and
settlements. 1 Last year, after NIFA approved the County’s FY 2008-2011 multi-year
plan, the County borrowed for certiorari judgments and settlements over the unanimous
objection of the NIFA Directors. NIFA considers this borrowing practice to be one of, if
not the preeminent, reason for the original fiscal crisis of the County, which led to the
creation of NIFA by the State.
One of the standards that NIFA must use in approving the Plan is that the major
operating funds of the County be balanced, which means that operating revenues shall
equal operating expenditures. Although the County’s audited financial statements treat
certiorari bond proceeds as a matching revenue for certiorari expenditures, it is
tantamount to bonding out operating costs in order to avoid an operating deficit. This
fiscal policy makes us further question the achievability of the County’s contingency
plan.
The amount of certiorari borrowing used in the 2007 audited financial
statements did not equal 1% of the County’s budget for its major funds. Consequently,
NIFA did not have to address the question of whether the proceeds of a cert borrowing
should count as revenue. In 2008, the amount of borrowed cert proceeds will probably
exceed 1% of the County’s budget for its major operating funds, thereby requiring NIFA
to make a determination unless the County can convince NIFA that the borrowed funds

1 The County plans to use $7 million of bond proceeds in FY 2008 (on top of $38 million remaining from the
2007 borrowing), $25 million in FY 2009, and $16 million in FY 2010.
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should count as revenue. To that end, we have invited such an opinion from the County,
which we will consider in making our decision about the Plan.
To maintain services and its quality of life, the County must continue to spend
wisely and also find new sources of recurring revenues. Eventually, no matter how well
executed, neither creative management nor use of reserves (which is not an action we
favor) will be sufficient to compensate for the County’s increasing shortfalls. The
County needs to be nimble enough to quickly recognize and react to budgeted savings
that may not materialize, unanticipated expenditures, or negative changes in its revenue
stream. If any of these occur, the County must act immediately to avoid a situation that
could easily spiral out of control, thereby requiring more than minor adjustments or,
alternatively, leading to a budgetary shortfall which would require NIFA to enter into a
Control Period.
Due to the concerns discussed in this report, if the Directors accept the County’s
Multi-Year Financial Plan for FY 2009-2012, we recommend that it be conditioned on
the need for the County to submit an updated Plan to us no later than May 1, 2009, and as
many times thereafter as warranted under the circumstances.
Because of the gravity of the fiscal situation, we are also recommending that the
County submit a series of other documents that are outlined in the conclusion to this
report. In addition to the items that are specifically requested, we expect to receive
frequent and timely updates informing us of issues as they arise and solutions as they are
crafted. Our analysis will focus on assessing whether the remedial plans include actions
that are supported by real revenue sources or expense cuts.
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 recommendations.
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BACKGROUND
On October 21, 2008 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 2009 – 2012 (the “proposed Plan”). The October Report
was subsequently transmitted to the County Executive and Legislature for consideration.
The October Report concluded that there was a significant risk that when
implemented, the proposed Plan could fall out of compliance with the NIFA Act, which
requires a reasonable expectation that operating revenues will match operating
expenditures and the maintenance of adequate reserves. The October Report also
discussed a number of risks and concerns that it recommended be carefully considered by
the County Legislature and Executive.
On October 29, the Legislature approved the proposed Plan, the first year of
which is the FY 2009 Budget, with certain additions and deletions. On November 3, the
adopted Plan (the “Plan”) was signed by the County Executive, and on November 12,
delivered to NIFA for final action.
The County provided NIFA with the details of the changes to the FY 2009
Budget together with the ordinances adopting the FY 2009 Budget and Plan. The County
also indicated that various other documents required by the Act would be timely provided
to NIFA.
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MULTI-YEAR FINANCIAL PLAN 2
COUNTY OPERATING PROJECTIONS FOR
FISCAL YEARS 2009-2012

2 The County submitted a revised plan that reflects the proposed use of borrowed funds to pay certiorari
judgments and settlements in the amount of $25 million in FY 2009 and $16 million in FY 2010.
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CHANGES TO MULTI-YEAR FINANCIAL PLAN FOR
FISCAL YEARS 2009-2012
ADOPTED PLAN COMPARED TO PROPOSED PLAN
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ANALYSIS

We have reviewed the County’s Plan and note that the County did not address –
or fully or adequately address - many of the issues raised in our October Report.
Consequently, we reiterate the same concerns.
The Plan still contains a number of significant risks that will need to be
aggressively managed to ensure FY 2009 year-end balance and throughout the Plan. As
shown below, we identified $125.3 million in net risks in our October Report.
Subsequent actions taken by the County Legislature during the adoption process have
potentially reduced the level of net risk contained in the FY 2009 Budget to $53.4
million.

RISKS AND OFFSETS TO THE FY 2009 BUDGET
($ in millions)

Property tax increase
Sales tax
Projected FY 2008 surplus (used for pensions)
State actions
Public safety overtime
Police termination reserve
Labor concessions
Additional labor concessions
Workers’ Compensation
Consolidation savings
Smart government initiatives (SGIs)
Other overtime
Subtotal
Less:
Contingency reserve
Potential vacancy savings
Miscellaneous budget
Total

Proposed
$34.4
28.0
23.0
19.9
15.0
11.0
6.0
4.5
4.5
2.5
$148.8

Adopted
$12.0
11.0
19.9
15.0
6.0
6.0
4.5
2.5
1.0
$77.9

(13.5)
(10.0)
$125.3

(13.5)
(10.0)
(1.0)
$53.4

Except for the sales tax and 2008 budget surplus projections, the risks identified
by NIFA and outlined in the foregoing table arose for reasons unrelated to the economic
collapse. Nonetheless, the unstable economy is continuing to threaten all levels of
government and remains a formidable threat moving forward. Economists may debate
how deep and protracted the downturn will be, but many believe that it will be worse than
predicted and worse than its present state.
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NIFA has identified, but not quantified, a number of other risks that could
threaten budgetary balance in FY 2009. 3 For example, as discussed in our October
Report, we question if the County can achieve certain departmental revenue targets in
light of the weakening economy and housing market. Furthermore, even if the
departments can initially meet their revenue targets – e.g., advertising, concession, and
other user fee based revenue in the Parks Department; mortgage recording fees in the
County Clerk’s Office; and ambulance billing revenue in the Police Department – they
may be difficult to sustain.
Likewise, the State is working to close its own projected deficit and is examining
a wide array of initiatives that could reduce State reimbursement for a range of programs
and services provided by the County. The State has not acted on any of the initiatives,
but the magnitude of the State’s projected deficit will likely require State budgetary
changes that negatively impact the County.
NIFA also remains concerned about the fiscal condition of the Nassau Health
Care Corporation (“NHCC”). Additional support for NHCC is not mentioned or
accounted for in the Plan, even though NHCC continues to have serious financial
problems that have the potential to negatively impact County finances in FY 2009 and
beyond. Furthermore, while the State Legislature has not agreed to the Governor’s
proposed gap-closing initiatives, the State’s final recovery plan will likely include cuts to
healthcare programs, including Medicaid reimbursement for hospitals and nursing homes.
NHCC, which is already in a precarious financial position, has estimated the proposed
cuts could impact its revenues by more than $16 million through March 2010.
The Plan also continues to include questionable initiatives and optimistic
assumptions in the Out-Years. For example, our analysis indicates that the County has
likely understated its Out-Year pension liability, beginning in FY 2011. The current
economic crisis and associated stock and capital market downturn has negatively
impacted the investment performance of the New York State Common Retirement Fund
(“CRF”). The CRF provides pension benefits to members of the Employees’ Retirement
System and the Police and Fire Retirement System. Investment shortfalls are
compensated for by future increases in the employer’s annual contribution rates. While
contribution rates have been established for FY 2009 and FY 2010, absent a rapid stock
market turnaround, pension costs are likely to rise significantly beginning in FY 2011.
Additionally, the County continues to budget new revenues from future legislative
initiatives, at both the State and local level, most of which appear to have little support. 4
These questionable initiatives, combined with the rapid depletion of reserves, makes the

3 The Legislature also assumed changes in NIFA's costs which by State statute are not determined by the
County and thus should not have been included in the County’s calculations.
4 The State Senate passed Bill S4296, which authorizes the County to establish a demonstration program to
monitor compliance with traffic control indications (“Red Light Cameras”). The Assembly has not yet passed
corresponding legislation.
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identification of alternative savings more critical than in past years when the County had
a greater margin for error in its operations.
Contingency Plan
At its meeting on October 21, 2008, NIFA asked the County to submit a
contingency plan at the same time it submitted the Plan to NIFA for review and approval.
It was expected that the contingency plan would contain, and describe in requisite detail,
initiatives that could be implemented on short notice to mitigate negative variances
during FY 2009. In response, the County submitted the following contingency plan,
totaling $77.5 million.

CONTINGENCY PLAN FOR FY 2009
($ in millions)

Layoff Plan
Discretionary Programs
Energy Tax
Health Insurance Rate Reduction
Total

$20.0
7.5
45.0
5.0
$77.5

We are concerned that even if the County’s estimates are correct and could be
fully implemented, only $27.5 million of the $77.5 million could be unilaterally
implemented by the Administration and would take considerable time and planning. The
energy tax requires County Legislative approval and the health insurance rate reduction
requires State action. 5
Furthermore, we assume that the $27.5 million in savings projected to be realized
from employee layoffs and cuts to discretionary programs will impact County services.
However, the contingency plan does not articulate which services will be scaled back,
trigger events, or a proposed timetable for implementation, all of which call into question
the ability to achieve such savings entirely within 2009.
In our opinion, a full and complete contingency plan should delineate both the
major actions to be taken as well as the milestone dates by which they must be completed
to effectuate the projected savings. For example, a decision to implement a new tax on
home heating fuel, which would require County Legislative approval, might yield
considerably less revenue in FY 2009 if enacted after the heating season has ended, and is
also subject to variability as oil and gas prices continue, on their present path, to go
down. This level of detail has not been provided.

5 We have been informed that the County may realize budgetary relief from increases in its FY 2009 health
insurance premiums that are lower than assumed. However, the rates, which are established by the New York State
Department of Civil Service, have not been finalized.
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Civil Service rules and contractual provisions that dictate employee seniority and
bumping rights also add significant complexity to the calculation of potential savings
from a County layoff initiative. These issues, which can be operationally disruptive, take
time to implement, and savings are typically realized from the lowest paid workers. The
County must also be mindful of savings from headcount reductions that may be partially
offset by reductions in reimbursable aid for certain titles.
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LEGISLATIVE CHANGES
The County Legislature made a number of changes to the proposed Budget which,
in aggregate, resulted in the FY 2009 Budget being reduced by $21.6 million. The
changes are shown below.
Expenditures
Potential Attrition Savings
Desired Salary Givebacks
Other Salary Savings
Contractual Services
General Expenses
Local Government Assistance
Other (net)

Miscellaneous Budget

Total

Revenues
Reductions
($ 7.5) Sales Tax – Countywide
(6.0) Sales Tax – Part County
(4.0) Use of Pension Reserve
(3.0)
(1.1)
(1.0)
(1.9)
Increases
$2.9 Increase Property Tax Levy
Rents and Recoveries
TPVA Scofflaw Collection Fee
Other (net)
($21.6)

($16.0)
(1.0)
(12.0)

$4.2
1.9
1.2
0.1
($21.6)

Gap Opening Changes
The County Legislature adopted a number of changes that serve to make FY 2009
– FY 2011 more conservative than what was assumed in the proposed Plan. For
example, the Plan scales back the County’s projected sales tax growth rate assumption in
FY 2009 from 2.1% to 0.5%, lowering anticipated Countywide sales tax revenues by $16
million. 6 The Out-Year growth rates have also been modestly revised downward in FY
2010 and FY 2011, resulting in less projected sales tax revenue as shown below.
Proposed Assumption
Adopted Assumption
Budgetary Impact

FY 2009
2.10%
0.50%
$15.9 million

FY 2010
3.00%
1.75%
$28.6 million

FY 2011
3.50%
3.00%
$34.6 million

FY 2012
3.50%
3.50%
$35.8 million

6 The revised sales tax forecast also results in the loss of $1 million in “Part County” collections, which
represent taxes collected by restaurants and hotels in the Towns of Hempstead, Oyster Bay, North Hempstead, and the
Cities of Glen Cove and Long Beach. There is an offsetting $1 million decrease in appropriations earmarked for local
government assistance.
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While the County’s sales tax growth rate assumptions are more conservative than
originally proposed, we remain concerned that the worsening economic environment may
result in sales tax revenue falling short of these revised targets, perhaps even being lower
in 2009 than in 2008. Flat sales tax collections during the remainder of 2008 coupled
with no growth in 2009 could result in a shortfall of approximately $12 million, and for
each additional one percentage point decline in sales tax revenue, there would be an
additional loss of $10 million.
The Plan also reflects the County’s $12 million downward revision to its
estimated FY 2008 year-end surplus, which it currently projects at $11 million. These
surplus resources are earmarked to partially fund the County’s FY 2009 pension
obligation. To the extent that the County’s FY 2008 surplus is less than $11 million,
there will be a corresponding budgetary hole created in FY 2009, an event that will be
known at the outset of the year and which will require immediate remedial action.
Gap Closing Changes
In response to weaker sales tax revenue forecasts and the County’s downwardly
revised projection of available surplus rolling from FY 2008 into FY 2009, the
Legislature maintained projected budgetary balance by proposing certain cuts in
expenditures and increases in revenues.
Revenue Increases
The Legislature approved an additional $4.2 million increase in the Major Funds
property tax levy. When combined with the increase already included in the proposed
Plan – including an increase in the County’s sewer assessment – the adopted Budget
raises the FY 2009 property tax levy by $38.8 million, or 4.4% above the FY 2008 levy.
The Legislature maintains that the additional increase approximates the estimated value
of new construction that has occurred and can be captured without affecting the amount
of County property tax paid by existing property owners.
The Plan also calls for $1.2 million in increased revenue in the Traffic and
Parking Violations Agency (“TPVA”) from the imposition of a scofflaw collection fee
for unpaid tickets.
Finally, while we question the receipt of $1.9 million in additional Rents and
Recovery revenue, we believe that the additional appropriation of $2.9 million in the
Miscellaneous Budget may not be needed. Consequently, we have included the $1
million net difference as a potential offset to our assessment of risk.
Expenditure Reductions
The Legislature projects that the County will achieve approximately $7.5 million
in savings through attrition, which means that positions that become vacant due to
retirement, resignation or other forms of separation will not be filled. While we have not
included this initiative in our table of risks, we do question the degree to which this
11

amount is fully achievable or even reliably calculable for budgetary purposes. Attrition
savings can be difficult to predict under normal economic conditions; however, under the
current economic environment, the actual level of attrition may be reduced as employees’
choices may be more limited regarding retirement or alternative career opportunities.
Additionally, savings may be partially offset since attrition occurs randomly across
departments, and vacancies in critical positions may require backfilling and a loss in State
and Federal aid for certain reimbursable titles. Furthermore, although savings through
attrition may be preferable to employee layoffs, it is unclear how the reduced workforce
will affect operations and the delivery of services since the County has not identified
specific programs that will be proportionally scaled back or eliminated.
The Legislature proposed $6 million in salary savings which it anticipates could
be achieved by requiring a 1% salary “give-back” from the County’s unionized
workforce. All but two of the County’s unions have multi-year contracts in place;
therefore, we question the likelihood of realizing this savings target. The CSEA and
SOA contracts are still outstanding and arbitration is ongoing; however, the Plan already
includes $24.4 million in combined labor concessions from these unions in FY 2009.
Consequently, we feel that the entire “give-back” is at risk.
The Plan includes $4 million in other salary savings from cuts to School Crossing
Guard work schedules and extends a wage freeze to certain additional ordinance
employees.
Contractual services have been reduced by $3.3 million. While we do not debate
that the County has the ability to reduce and/or eliminate the budgeted amount needed for
outside vendors and service providers, the impact on County services is unclear,
especially since operations hardest hit by this reduction appear to be in the Health and
Human Services and Public Safety verticals.
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CONCLUSION
Notwithstanding our concerns, if the Directors accept the County’s Multi-Year
Financial Plan for FY 2009-2012, we recommend that it be conditioned on the need for
the County to submit a revised Plan no later than May 1, 2009, and to provide additional
and ongoing reporting to NIFA as outlined below.
We are concerned that, despite aggressive management of the FY 2009 Budget,
recurring expenditures will continue to outpace recurring revenues. This imbalance
would be further exacerbated should FY 2008 results be worse than anticipated.
Consequently, we recommend that the Directors require the County to submit the
following information monthly to the NIFA Directors in relation to the FY 2009 Budget:
•
•
•
•

•

•

A report that follows the same format as the “Monthly County Budget
Report,” last submitted to NIFA on August 4, 2008 for the period ending
June 30, 2008.
A report of sales tax collections, together with a projection of year end
results and the justification for the projection.
A report showing, by department, funded positions, filled positions,
separations, transfers in/out, and new hires.
A copy of the County’s proposed State legislative agenda, with sponsor
and bill numbers, and committee assignments, for each gap-closing
initiative that requires implementation during FY 2009 and FY 2010,
together with monthly updates.
An accounting of certiorari payment activity, showing the outstanding
unpaid balance at the start of the 2008, payments made during 2008 and
2009 and the gross number of claims added, together with the estimated
County liability. This accounting should identify the amount paid from
bond proceeds.
A status report of union negotiations.

NIFA Directors should also continue to meet regularly with County officials to
review sales tax collections and operating results. This information will help evaluate the
reasonableness of various assumptions contained in the Plan and assure a continuing
dialogue on issues as they arise.
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