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I. OVERVIEW OF NIFA
In response to the fiscal distress that existed in Nassau County in 2000, caused
primarily by borrowing for operating expenses and use of non-recurring revenues to
close budget gaps, a five-point recovery plan was prepared for the County. The plan
included:
Creation of the Nassau County Interim Finance Authority (“NIFA” or the
“Authority”) as an oversight entity and highly rated borrowing mechanism
to reduce the County‟s borrowing costs.
Oversight of the required County four-year financial plan to ensure that
recurring actions were taken by the County each year to reach structural
budget balance.
Special State Transitional Aid totaling $100 million over five years, plus
debt restructuring through NIFA, if the County took satisfactory action to
close its structural deficit.
Assistance of $5 million to support reforms to reduce the County‟s
estimated $400 million backlog of property tax claims.
Imposition of hard control mechanisms if the County failed to meet
financial management standards.
The plan formed the basis of State legislation creating NIFA (the “Act”). The
NIFA legislation was supported by a home rule message recommended by the Nassau
County Executive and approved by a vote of the County Legislature. It was enacted
with broad bipartisan support in the New York State Senate and Assembly.
The Act has been amended several times since its original enactment. The
principal changes have had to do with the amounts and timing of borrowings as well
as extensions of the “Interim Finance Period,” as defined in the Act; however,
NIFA‟s oversight responsibility remains and will continue until NIFA no longer has
bonds outstanding and other liabilities have been discharged.
Although NIFA is no longer required to approve the proposed Plan, this Report is
made pursuant to NIFA‟s general powers and responsibilities under the Act. NIFA
may continue to report and comment on the County‟s budgets and other matters, from
time to time, and may do so in different forms, determined in its sole discretion, for
the duration of the period in which NIFA securities are outstanding.
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II. SUMMARY OF FINDINGS AND CONCLUSIONS
NIFA has reviewed the Proposed Multi-Year Financial Plan, Fiscal 2010-2013
(the “proposed Plan”), the first year of which is the proposed Budget for FY 2010 (the
“proposed Budget”).
Based upon our analysis, NIFA concludes that the County has presented a
proposed Budget that is balanced for FY 2010. Nevertheless, we have identified several
risks and are concerned with the County‟s long-term plans to balance its budgets for the
remainder of the Out-Years (“2011-2013”).
The proposed Plan for FY 2010-2013:
Assumes sales tax revenue will grow by 1.75% in FY 2010, and 3.9% in
each of FY 2011-2013.
Withdraws the projection of a 3.9% potential property tax increase in FY
2010 that was part of the County‟s FY 2009-2012 Multi-Year Plan.
Acknowledges that pension costs will rise dramatically.
Defers certain expenses and debt service payments, and relies on one-time
revenues to achieve balance.
Does not provide for sufficient recurring revenues in the Out-Years to
replace the one-shot measures used to achieve balance in FY 2010.
Continues to draw down reserves.
Uses borrowed money to pay for current operating expenses in FY 2010
and the Out-Years.
Overestimates the progress in resolving the certiorari problem and
underestimates the County‟s recurring liability.
Continues the need to close large Out-Year gaps, which increase from
$126.6 million in FY 2011 to $211.5 million in FY 2013. The County has
demonstrated its ability to close gaps of this magnitude in the past, albeit
through the use of actions consistent with those cited above to either defer
or finance expenses or draw down reserves.
Even though NIFA is no longer statutorily required to approve the County‟s
Multi-Year Plan, it still retains its right to request reports and other information from the
County, as necessary. Given the uncertainty of the economy, NIFA assumes that the
County has prepared and will dynamically update contingency plans, and requests that
3

such plans be provided to NIFA. We also request that the County continue its submission,
at least quarterly, of comprehensive variance reports so that we may track progress.
It is recommended that this document be transmitted to: the Nassau County
Executive; the Nassau County Comptroller; and the Presiding Officer, Minority Leader
and Clerk of the Nassau County Legislature for distribution to members of the County
Legislature.
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III. RISK ASSESSMENT
This section presents NIFA‟s analysis and conclusions regarding the proposed
Budget and the major underlying initiatives designed to ensure year-end budgetary
balance.
Since any budget or financial plan is a set of estimates, the actual results will
differ from initial expenditure and revenue projections. Normally, the emergence of
offsets can cover routine risks, but rigorous and timely monitoring can reduce the
possibility that risks may break disproportionately and unexpectedly against the County
and require significant gap-closing actions near the end of a fiscal year.
While the County has reasonably projected the majority of its expenditure needs
and revenues in FY 2010, we remain concerned that the County‟s projection of sales tax
revenue may be too optimistic in the remainder of FY 2009 and FY 2010. Consequently,
the County may be confronted with formidable fiscal challenges to manage during FY
2010 and the ensuing years. Despite the County‟s increased conservatism in many
projections, it is likely that certain baseline estimates may prove incorrect or that even
reasonable gap-closing initiatives will not be achieved.
For the purpose of NIFA‟s analysis, risks have been classified into two major
categories.
The first category is the quantifiable risks that affect the proposed Budget and
includes items that may be:
difficult to execute and/or may result in smaller savings or less revenue
than assumed; and
require uncertain third party action to be taken.
The second category of risks are those that cannot be easily quantified, but have
the potential to negatively impact all years of the proposed Plan. These risks are
highlighted during our discussion of the specific action or initiative.

FY 2010 Budget Risks
Listed below is NIFA‟s evaluation of the major risks related to the proposed
Budget. The County should consider these FY 2010 risks and be prepared to enact
remedial actions, as it has in the past, to ensure that the proposed Budget and Plan remain
balanced.
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Estimated
Risk

Page

($ in millions)

Proposed FY 2010 Budget Risks and Offsets
Tax certiorari refunds
Sales tax
Projected FY 2009 resources to fund FY 2010
expenditures
Cigarette tax
Public safety overtime
Long Island Bus subsidy
Health insurance
Subtotal
Less:
Contingency Reserve
Potential vacancy savings
Tax certiorari bond proceeds
Total

$40.0
36.0
24.0

28
12
7

16.0
10.0
2.5
1.1
$129.6

9
20
9
22

(12.5)
(15.0)
(40.0)
$62.1

6
18
28

The above risks that we currently estimate at $129.6 million are reduced to $62.1
million by the use of contingency reserves, potential vacancy savings, and authorized
debt issuance that can be used to offset unforeseen events that may arise during the year.

FY 2010 – FY 2013 Financial Plan Risks
Listed below are those risks that cannot be easily quantified and primarily affect
the County‟s ability to achieve the results projected in the Out-Years of the proposed
Plan.

FY 2010 – 2013 Financial Plan Risks
Sales Tax
Health Insurance Growth Rates
Pension Costs
Tax Certiorari
Nassau Health Care Corporation
Smart Government Initiatives
Options to Close Remaining Out-Year Gaps
Declining Reserves
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Page
12
22
23
28
36
40
41
45

IV. PROPOSED FY 2010 - FY 2013 FINANCIAL PLAN

FY 2009 RECAP
The projected operating results for FY 2009 form the baseline for future years and
affects items expected to roll over into the proposed Budget.
The proposed Plan describes a projected $2.6 million operating deficit in FY
2009; however, the County intends to roll forward $13 million in resources to partially
fund its FY 2010 pension obligation and $11 million in resources to fund termination
costs in FY 2010. While our analysis indicates that the County could end FY 2009 in
balance if the County‟s sales tax assumptions are achieved, we are concerned that it may
be unable to generate the entire $24 million in resources it currently plans to roll forward
into FY 2010 for the reason discussed below.
The County‟s projected FY 2009 operating result is composed of positive and
negative variances to both expenditures and revenues.
Some of the larger positive variances are as follows:
$55.0 million - labor savings and deferrals;
$75.4 million - bond proceeds used for termination pay;
$42.0 million - FMAP resources;
$6.3 million - debt service principal and interest savings;
$5.5 million - local government assistance; and
$4.1 million - fines and forfeits.

Some of the larger negative variances are as follows:
$75.4 million - sales tax revenue;
$40.9 million - termination payments;
$19.9 million – actions requiring State approval;
$11.0 million – FY 2008 surplus did not materialize;
$10.2 million - investment income;
$6.9 million - departmental revenues;
7

$5.5 million - social service caseloads; and
$4.9 million - Workers‟ Compensation.
While these variances generally offset each other, there is little room for error. If
the County is unable to fund the pension and termination reserves in FY 2009, it would
result in a concomitant gap in the proposed Budget since these resources would be
unavailable to defray the cost of the County‟s pension obligation and termination costs in
FY 2010, as planned.
The largest threat to FY 2009 budget balance remains sales tax revenue. While
already projected by the County to fall $75.4 million below budget, we are concerned that
the County‟s sales tax forecast may still be too optimistic based on year-to-date
collections.
Our concern stems primarily from sales tax revenue which is currently weaker
than the County projected. Year-to-date sales tax revenue has fallen by 10.9%, excluding
the newly enacted sales tax collected on residential energy. Unfortunately, collections
have been consistently weak each quarter and have not shown any signs of improvement.
If sales tax collections do not improve from the current rate of decline, the County will
fall short of its revised FY 2009 sales tax target by approximately $40 million.
Even if collections for the remainder of FY 2009 strengthen to negative 3%
(compared to the same period last year), the County would miss its revised sales tax
revenue target by almost $20 million. This would translate into a year-over-year decline
of almost 8% compared to FY 2008 and would also impact the County‟s ability to use
current year resources to close projected gaps in FY 2010.
The remaining three months, including the holiday shopping season, will be
determinative with approximately 40% of the overall receipts yet to be collected.
It is noteworthy that in order to achieve a substantially balanced budget in FY
2009, the County will likely use more than $200 million of non-recurring resources,
including:
$91.1 million in borrowed funds to pay termination costs and other
operating expenses;
$42.0 million from a temporary increase in FMAP;
$34.6 million from payroll savings and deferrals;
$27.7 million in borrowed funds to pay certiorari settlements;
$15.2 million from the tobacco settlement fund; and
$10.0 million in general fund balance.
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The County may also be forced to draw down additional fund balance to ensure a
positive year-end operating result should sales tax revenue fall significantly short of its
target. This action would affect the County‟s ability to respond to future shortfalls.

CLOSING THE FY 2010 GAP
One year ago, the County projected a $108.3 million baseline gap for FY 2010.
Since that time, the County has made a number of changes in its projections of revenues
and expenditures and has proposed a series of new measures to close the gap.
Table 1 summarizes the major changes since the previous Plan was adopted that
enabled the County to present a balanced budget in FY 2010. As shown, early in the year
the County was confronted by significant projected shortfalls in sales tax revenue and
investment income, which was a direct result of the economic crisis and recession. The
County had also folded into its baseline assumptions revenue from a number of proposed
initiatives that required State approval, but that it had not yet received. The County
revised the authorized use of bond proceeds to pay certiorari claims, increased its
projections of expenditures for Workers‟ Compensation and Health and Human Services,
and reduced its projection of departmental revenues.
To mitigate these variances, the County developed an array of expenditure and
revenue initiatives, secured significant, but temporary resources from the Federal
stimulus program, and favorably revised certain expenditure assumptions. Finally, the
proposed Budget is balanced with the additional draw down of reserves.
The County has implemented a majority of the highlighted initiatives, including
labor savings that carry forward from FY 2009 and the enactment of a new sales tax on
residential energy. The County has also begun to install red light cameras at certain
intersections and, based on its preliminary analysis, is confident that it will realize the
projected revenue from this effort. While the County has revised its cigarette tax
proposal to address concerns raised at the State level, it must still secure approval by the
State Legislature. Additionally, the County Legislature must approve the proposed
reduction in the subsidy to Long Island Bus, which has met resistance in the past.
The County revised a number of revenue and expenditure assumptions, which
provided significant budgetary relief. However, not all of the relief is certain or
recurring. For example, the County expects to receive additional aid through a temporary
increase in the Federal Medical Assistance Percentage (“FMAP”), a percentage used to
calculate the Federal contribution to the Medicaid program. This aid is expected to cease
after FY 2010. The County also anticipates savings in its fringe benefits, primarily from
a lower growth rate used to calculate the cost of health insurance premiums paid on
behalf of retirees and current employees. The County revised its assumptions for FY
2010 from 8% to 3% after receiving preliminary guidance from the State that current
negotiations should limit the increase to a maximum of 3.5%. Final rates will be
established in the next several weeks, and any related variances should be addressed.
Finally, the County projects debt service savings from deferred borrowing and lower
9

interest rates as well as savings on utility costs, which are expenditures over which the
County has limited control.
We conclude that the County‟s approach has resulted in a balanced budget, but
one which is reliant on short-term budgeting strategies.

(Table 1)
FY 2010 GAP-CLOSING ACTIONS
($ in millions)

Projected Baseline Gap (Adopted Budget)
Major Gap Openers:
Sales Tax
Actions Requiring State Authorization
Investment Income
Authorized Capital Borrowing
Workers‟ Compensation
Health and Human Services Costs
Departmental Revenues

FY 2010
($108.3)

(92.3)
(19.9)
(17.5)
(16.0)
(6.5)
(5.7)
(5.5)

Initiatives:
Labor Savings
Sales Tax on Residential Energy
Red Light Camera
Cigarette Tax
Long Island Bus Subsidy

55.8
39.4
18.0
16.0
2.5

Major Changes in Assumptions:
Federal Aid (temporary increase in FMAP)
Fringe Benefits
Debt Service
Utility Costs

44.4
41.6
17.5
3.7

All Other (net)

8.8

Draw Down Reserves in Major Funds:
Deplete Pension Reserve
Deplete Termination Reserve

13.0
11.0

Projected Gap (Proposed Budget)

$0.0

With the uncertainty of some of the County‟s initiatives and the timing and
strength of an economic recovery, we recommend that the County prepare a plan that
provides actions which could be taken to mitigate intra-year variances as they develop as
well as begin to address the formidable gaps which remain in FY 2011-2013.
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REVENUES
The proposed Budget for the Major Funds projects the receipt of $2.6 billion of
revenues, excluding interdepartmental transfers.1 The County also projects that baseline
revenues will be $2.6 billion in FY 2011, almost $2.7 billion in FY 2012, and more than
$2.7 billion in FY 2013, as shown in the following table. The proposed Budget also
includes approximately $167 million in fund balance and other revenues for the Sewer
and Storm Water Resource District (“SSWRD”) Fund.
The County has four major revenue sources: sales tax, property tax, Federal and
State aid, and other revenues (primarily departmental revenues). Our discussion focuses
on the Major Funds.
BASELINE REVENUES
FY 2010-2013
MAJOR FUNDS
( $ in
mi l l io n s)

Sales Tax
Property Tax
Federal
and
State Aid
All Other
Total

FY 2010

FY 2011

FY 2012

FY 2013

$1,003.1
801.6
408.8

$1,042.2
801.6
368.5

$1,082.8
801.6
369.3

$1,125.1
801.6
373.2

403.7
$2,617.2

399.1
$2,611.4

409.9
$2,663.6

415.3
$2,715.2

SEWER & STORM WATER RESOURCE DISTRICT
($ in mi l lio n s)

Fund Balance
Transfer
from
SSWFA
All Other
Total

FY 2010
$ 52.8
99.9

FY 2011
$ 51.2
100.1

FY 2012
$ 54.7
100.0

FY 2013
$
4.7
100.2

14.0
$166.7

19.3
$170.6

19.9
$174.5

20.1
$125.0

1 The analysis contained in this report is primarily a discussion of the four Major Funds within the Nassau
County budget. These funds consist of the General Fund, Police District Fund, Police Headquarters Fund and the Fire
Commission Fund. This report also includes a discussion of the Sewer and Storm Water Resource District and includes
a discussion of “Net Cost” in the Appendices.
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Sales Tax 
($ in millions)

FY 2010
$1,003.1

FY 2011
$1,042.2

FY 2012
$1,082.8

FY 2013
$1,125.1

Sales tax is the largest revenue source for the County, comprising 38% of all
revenues counted in this analysis, and is budgeted at $1.0 billion for FY 2010.
The proposed Plan projects that baseline sales tax revenues, excluding the new
sales tax on residential energy, will grow by 1.75% in FY 2010 and 3.9% in each of FYs
2011-2013. While these Out-Year growth rates may be consistent with historical growth
rates – when the County benefited from a number of positive economic events such as
strong jobs growth and rising housing prices – they are significantly more robust than
year-to-date experience and the most recent five year average. As shown in Chart 1,
sales tax revenues have grown by an annual average of only 2.3% over the last 5 years.
As discussed in the FY 2009 Recap on page 7, year-to-date sales tax revenues
have fallen by 10.9% over the same period last year, excluding the recently enacted sales
tax on residential energy, without any discernable improvement in the collections trend.
We are concerned that current economic weakness may continue longer than the County
assumes, thereby negatively impacting sales tax collections in FY 2009. This would
result in a lower base on which to grow in subsequent years. Therefore, we believe that
projected sales tax revenues may be overstated in all years even if the County‟s forward
looking growth rate assumptions are achieved.
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(Chart 1)
ANNUAL SALES TAX GROWTH HAS
AVERAGED 2.3 PERCENT DURING THE LAST FIVE YEARS

The local impact of the national economic crisis on County sales tax revenue has
been more severe and may last longer than the County originally predicted. As a
consequence, the County reduced its FY 2009 sales tax growth rate assumption from
0.5% to negative 6.0%, but left unchanged its forecast of 1.75% growth over the reduced
2009 total in FY 2010. Moreover, the County increased its assumption for sales tax
growth in FY 2012 from 3.5% to 3.9%.
Although economists disagree about a recovery, a modest strengthening of sales
tax collections (to negative 3%) in the fourth quarter of FY 2009 coupled with no growth
in FY 2010 could still result in a potential shortfall of approximately $36 million in FY
2010 and almost $50 million annually thereafter if the County‟s growth rate assumptions
are delayed by one year. For each additional one percentage point change in sales tax
collections there would be an additional gain or loss of $10 million. Consequently, sales
tax revenue should be closely monitored.
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Property Tax 
($ in millions)

FY 2010
$801.6

FY 2011
$801.6

FY 2012
$801.6

FY 2013
$801.6

The County‟s share of property taxes is its second largest revenue source and
provides a predictable and recurring revenue stream. They comprise approximately 31%
of revenues for the Major Funds and are budgeted at $801.6 million in FY 2010, which is
$4.5 million less than FY 2009. When combined with the proposed $6.0 million increase
in the SSWRD tax levy, the aggregate property tax levy is virtually unchanged.
Chart 2 depicts the actual property tax collections of the Major Funds from FY
2000 - FY 2008 and the property tax levy from FY 2009 - FY 2013, which includes the
County Executive‟s proposal to implement annual property tax levy increases totaling
3.9% beginning in FY 2011. If these proposed tax increases are approved, it will raise
property tax revenues by $31.6 million in FY 2011, by $64.5 million in FY 2012, and by
$98.7 million in FY 2013.
(Chart 2)
PROPERTY TAXES
FY 2000 – FY 2013
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Federal and State Aid 
($ in millions)

FY 2010
$408.8

FY 2011
$368.5

FY 2012
$369.3

FY 2013
$373.2

Federal and State Aid (“Aid”) totals $408.8 million in the proposed Budget, or
16% of total revenues. Aid projections are developed on a program basis in conjunction
with the County‟s operating departments. Most of the Aid is reimbursement for health
and human services programs.
Aid projections in the proposed Budget are approximately $59.2 million higher
than in the FY 2009 Budget, which stems primarily from the temporary receipt of
additional Federal reimbursement for Medicaid expenditures (FMAP) and changes in
social services programs and caseloads. After these revenues fall to $368.5 million in FY
2011, the County projects little growth in Aid in the Out-Years, as it rises to $369.3
million in FY 2012 and $373.2 million in FY 2013.

Other Revenue 
($ in millions)

FY 2010
$403.7

FY 2011
$399.1

FY 2012
$409.9

FY 2013
$415.3

The remaining revenues in the proposed Budget are budgeted at $403.7 million.
The other revenues included in this category are: departmental revenues; special taxes;
rents and recoveries; fines and forfeitures; interest penalty on taxes; permits and licenses;
investment income; and fund balance use.
Departmental revenues are budgeted at $100.9 million in FY 2010, which is a
reduction of $5.9 million from the FY 2009 Budget. The decline results primarily from
the County‟s recognition of its inability to realize $4.4 million in advertising revenue
from a proposed initiative in the Department of Parks, Recreation and Museums.
Otherwise, departmental revenues are expected to remain flat through the life of the
proposed Plan, except for mortgage recording fees in the County Clerk‟s Office, which
are projected to grow by $1.3 million in FY 2010 and then remain flat. However, it is
unclear if certain revenue targets can be achieved in light of the weak economy and
housing market. Furthermore, even if they meet their revenue targets, 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 may be difficult to sustain.
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Rents and recoveries are budgeted at $34.0 million in FY 2010, which is a
decrease of $15.3 million from the FY 2009 Budget, and are projected to remain at that
lower level during the proposed Plan. The decrease is attributable to the County‟s use of
the remaining $15.3 million of tobacco reserves as a one-shot in FY 2009. Recovery of
prior year appropriations comprises $20.5 million of this revenue category, a jump of
$7.7 million from FY 2009.
The County projects a $25.6 million increase in fines and forfeitures resulting
primarily from the County‟s red light camera ticket initiative, which is expected to
provide $18 million in net budgetary relief. The County dramatically reduced its
projection of investment income by $10.2 million in FY 2010 to $8.1 million. This drop
results from both a sharp decline in short-term interest rates as well as lower average cash
balances. The proposed Plan assumes that no additional fund balance will be used
beyond FY 2009.
The proposed Budget also includes $0.5 million of Smart Government Initiatives
(“SGIs”). Many of these SGIs have been in development, with limited progress and
financial benefit, for some time. Nevertheless, the County has included a Medicaid
reimbursement maximization initiative at the Correctional Center in the baseline
calculations for FY 2010 where the current expectation is that it will generate up to $1
million in additional revenue in the Out-Years.

EXPENDITURES
The proposed Budget for the Major Funds consists of approximately $2.6 billion
of expenditures for FY 2010, excluding interdepartmental transfers.2 The proposed
Budget also includes approximately $167 million in expenditures for the Sewer and
Storm Water Resource District (“SSWRD”) Fund. The expense categories identified in
the tables below are discussed in more detail in the sections that follow. Our discussion
focuses on the Major Funds.
MAJOR FUNDS
( $ in mi l lio n s)

Personal Services
Other Than Personal Services
Direct Assistance
Debt Service
Total

FY 2010
$1,270.7
427.7
591.5
327.3
$2,617.2

FY 2011
$1,359.7
422.6
606.2
349.4
$2,737.9

FY 2012
$1,431.2
429.9
620.3
356.1
$2,837.5

FY 2013
$1,492.1
433.1
635.2
366.3
$2,926.7

2 The analysis contained in this report is primarily a discussion of the four Major Funds within the Nassau
County budget. These funds consist of the General Fund, Police District Fund, Police Headquarters Fund and the Fire
Commission Fund. This report also includes a discussion of the Sewer and Storm Water Resource District in a separate
section and includes a discussion of “Net Cost” in the Appendices.
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SEWER & STORM WATER RESOURCE DISTRICT
( $ in mi l lio n s)

Personal Services
Other Than Personal Services
Debt Service
Total

FY 2010
$ 29.4
103.9
33.4
$166.7

FY 2011
$ 31.5
110.6
28.5
$ 170.6

FY 2012
$ 33.5
115.0
26.0
$ 174.5

FY 2013
$ 35.1
118.4
23.0
$176.5

FY 2010 Composition of Expenditures
Major Funds
Debt Service
12%

Direct
Assistance
22%

PS
49%

OTPS
17%

Personal Services (PS) 
 Refers to all expenses related to payroll including
fringe benefit costs for both current and retired
employees.
The County projects that Personal Services expenditures for the Major Funds will
be almost $1.3 billion in FY 2010, approximately $1.4 billion in FY 2011 and FY 2012,
and almost $1.5 billion in FY 2013.
Personal Services costs comprise nearly 50% of total expenditures. The County
worked to constrain the growth in these costs during FY 2009 by reducing headcount
through an employee “Early Retirement Incentive Program” and decreasing some labor
costs within the context of collective bargaining for most County employees. These
reductions in headcount and related costs were maintained in the proposed Budget and
Plan with some planned back-filling of positions included. Even with the notable success
of cost saving initiatives already underway, it is important to note that the Out-Years of
the proposed Plan still reflect year-to-year increases of approximately 6.5% in FY 2011,
5% in FY 2012 and 4% in FY 2013; therefore, the County will have to continue to focus
its efforts directly on finding ways to contain personal services costs.
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The following table breaks out the key components within Personal Services for
the Major Funds for each year of the proposed Plan. The narrative that follows is our
analysis of the County‟s projected spending.
BREAKOUT OF PERSONAL SERVICES EXPENDITURES
FY 2010 -2013
( $ in mi l lio n s)

Salaries and Wages:
Headcount (HC)
Overtime (OT)
Terminal Leave
All Other Payouts
Subtotal Salaries & Wages
Fringe Benefits:
Health Insurance
Pension Contributions
Social Security
All Other
Subtotal Fringe Benefits
Workers‟ Compensation
Total

FY 2010

FY 2011

FY 2012

FY 2013

$ 699.3
53.0
23.1
82.3
$ 857.7

$ 731.3
55.5
23.6
85.4
$ 895.8

$ 769.3
58.2
24.1
88.4
$ 940.0

$ 803.6
61.2
24.5
92.0
$ 981.3

219.4
89.6
51.7
28.5
$ 389.2
23.8
$1,270.7

227.1
129.9
54.1
29.0
$ 440.1
23.8
$1,359.7

235.0
145.0
57.8
29.6
$ 467.4
23.8
$1,431.2

243.3
152.6
60.9
30.2
$ 487.0
23.8
$1,492.1

Salaries and Wages
Salaries and Wages is the largest category within Personal Services and is
projected to total approximately $858 million in FY 2010 and grow to approximately
$981 million by FY 2013. The October 2008 NIFA report stated that the County‟s
projections into the Out-Years would approximate $1 billion for the first time and that the
County needed to find a way to rein in escalating costs for this category of spending. To
its credit, the County succeeded in constraining growth by reducing headcount through
the Early Retirement Incentive Program and by negotiating with unions to generate
savings within related pay-out items. The following sections highlight components of
Salaries and Wages in the Major Funds related to both successful cost containment
measures but also associated risks inherent in the means by which some of these savings
have been achieved.
Headcount (HC)
($ in millions)

FY 2010
$ 699.3

FY 2011
$ 731.3

FY 2012
$ 769.3

FY 2013
$ 803.6

Headcount is the dollar amount budgeted only for positions (excluding other
payouts such as overtime, terminal leave, etc.) and the proposed Plan projections reflect a
year-to-year funding growth rate of approximately 4.3%.
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In spite of the substantial reduction in headcount that the County achieved during
FY 2009, the County is obligated to pay cost-of-living (COLA) and step increases to
employees. However, after union negotiations and concessions, the County has deferred
some contractual salary and wage increases for FY 2010 and FY 2011 to the Out-Years.
The scheduled raises for FY 2010 and FY 2011, therefore, will be paid in FY 2014 and
FY 2015, respectively. It remains important to remember that the employees are not
foregoing these raises but merely deferring the timing of receipt of payment. This means
that although the County is able to realize budget relief for FY 2010 and FY 2011, in
subsequent Out-Years, the County will have to fund salary increases as well as the
repayment of the raise deferrals.
The proposed Budget provides funding for 8,809 positions, which is 368 positions
lower than it budgeted in the FY 2009 Budget but 360 positions higher than the County‟s
on-board staffing as of September 2009. The explanation for this is that as of midSeptember 2009, the County had approximately 700 vacant, but funded positions. In the
past the County historically funded more than 250 positions at substantially their full
value as a hedge against uncertainties, and achieved favorable budget outcomes by not
filling those positions. The County can realize approximately $15 million in savings by
keeping these positions vacant.
The reason the vacancies climbed to a number substantially above the historical
level is that the County entered into an “Early Retirement Incentive Program.” The goal
of this program was to avoid employee lay-offs and pay-cuts while generating savings by
offering employees an incentive to retire early. To avoid detrimentally affecting
operations and services, the County plans to back-fill approximately 200 of these
positions. Therefore, the net reduction will be approximately 500 positions. Despite the
large headcount reduction, the County is projecting additional attrition savings of $7.5
million in the Out-Years.
NIFA recognizes the near-term success of the County‟s Early Retirement
Incentive Program. However, we remain concerned that the loss of institutional
knowledge may impact operational efficiencies, which are critical to its recovery.
The Early Retirement Incentive Program had attendant upfront costs. Employees
with 15 or more years of service received an amount of $1,000 per year of service upon
retirement and receive their accrued termination payments in one lump sum rather than
having it spread over a three year period. Although the County received State approval to
bond for these costs in order to manage expenses that could not be supported within the
operating budget, this debt issuance places an additional burden on future taxpayers.
This is discussed in more detail in the section titled “Terminal Leave,” and was the
subject of separate communication with the County at the time of the related transactions.
A 2010 headcount comparison table is included in the Appendices at the
conclusion of this report.
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Overtime (OT)
($ in millions)

FY 2010
$53.0

FY 2011
$55.5

FY 2012
$58.2

FY 2013
$61.2

The County‟s overtime expenditures are primarily in the Police Department –
consisting of the Police Headquarters (“PDH”) and Police District (“PDD”) – and
Correctional Center (“CC”) and comprise approximately 60% and 30% of the total
overtime spending, respectively. The County has decreased the funding for overtime in
these departments by approximately $1.6 million in the proposed Budget compared to the
FY 2009 Budget. Compounding this reduction, the County substantially reduced funding
for OT by nearly $4 million between the FY 2008 and FY 2009 Budgets; therefore, NIFA
is concerned about the continuing decreased allocation because, although the County has
achieved some success in curtailing overtime costs through management initiatives and a
favorably changed contractual formula with public safety unions, the County continues
its overtime spending patterns indicated below.
OVERTIME COMPARISON

CODE

DEPARTMENT

FY

FY

FY

FY

FY

FY

FY 2005
thru FY 2008

COMP OF
FY 2010 to

2005
Actual

2006
Actual

2007
Actual

2008
Actual

2009
Adopted

2010
Proposed

4YR
AVG

4 YR AVG
% CHNGE

CC

Corrections

$22,588,439

$22,228,772

$24,403,794

$23,713,911

$16,560,000

$15,360,000

$23,233,729

-33.89%

PDD

Police Department

28,572,697

21,393,173

23,973,924

20,845,970

15,232,384

15,232,384

$23,696,441

-35.72%

PDH

Police Headquarters

23,956,760

22,354,321

21,971,995

19,490,343

16,730,532

16,730,532

$21,943,355

-23.76%

4,914,524

4,439,777

8,399,953

8,236,440

6,105,243

5,656,391

$6,497,673

-12.95%

$80,032,420

$70,416,043

$78,749,666

$72,286,664

$54,628,159

$52,979,307

$75,371,198

-29.71%

All other

Total OT

Although the actual amount of overtime spending in FY 2008 was an
improvement from FY 2007, spending was still well over the amount budgeted and
projections for FY 2009, although expected to be significantly less than FY 2008, are also
expected to exceed budgeted levels by nearly $10 million. The County points to the fact
that FY 2009 contract negotiations with some Public Safety unions has resulted in
savings due to a formulaic adjustment in overtime pay. While we concur that some
savings are achieved as a result of this adjustment, we believe it is likely that much of this
savings will be offset by additional overtime that will be necessitated by the significant
headcount reduction discussed earlier. Consequently, further reducing the overtime
funding in the proposed Budget by nearly 30% below the 4 year average seems counterintuitive to the dynamic posed by the headcount reduction, which was not accompanied
by any significant reduction in tasks to be fulfilled. Accordingly, we feel that overtime
expenditures for the Police Department and the Correctional Center may be understated
by at least $10 million in FY 2010.
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Terminal Leave
($ in millions)

FY 2010
$23.1

FY 2011
$23.6

FY 2012
$24.1

FY 2013
$24.5

Terminal Leave provides a monetary sum to employees upon separation from
County employment for items such as unused vacation time and sick leave. In the past,
our analysis focused primarily on Police termination because it historically comprises
approximately 73% of the entire Terminal Leave payout per year. However, the
proposed Plan reflects a shift of these costs between the Police and General Fund. As
such, the proportion of Police termination is projected to fall to approximately 63% of
Terminal Leave while the General Fund will comprise just over 36% in the Out-Years.
As part of the County‟s endeavor to contain salary and wage related costs, two separate
measures were undertaken:
Payment Cap (DAI, SOA, PBA)
Payments made to police officers have placed a substantial financial burden on
the County in the form of hefty lump sum payments to employees upon
termination. The contractual agreement with the unions listed above has resulted
in their agreement to cap termination pay at two times the employee‟s salary and
reduce the total amount paid for accrued leave. The County has projected that this
will result in approximately $3.7 million in annual savings across these unions
beginning in FY 2010.
Recently, a class-action lawsuit was filed alleging that the termination cap is an
age-discrimination practice, but the County asserts that the policy is age-neutral.
Even if the lawsuit is upheld on behalf of the plaintiffs, it is expected that the
determination will not be made for many years and the resultant cost not incurred
during the life of the proposed Plan.
Early Retirement Incentive Program (CSEA)
Employees with fifteen or more years of service were offered the opportunity to
retire early and receive $1,000 per year of service paid in a lump sum within 60
days of retirement. The goal of at least 325 employees choosing this option was
met. Payment in lump sum was a new twist on the usual practice of issuing
payments to the employee over the course of 3 years. Consequently, although the
County felt this option desirable in order to down-size its workforce, it also
created a financial burden in FY 2009.
The County received approval from the State to bond for termination and
incentive costs, raising $91 million through a bond issuance that will be paid back
over fourteen years. NIFA expressed its opinion of the County‟s intent to bond
for these costs in its May 2009 report followed by a letter issued to County
Leaders stating, “The County‟s plan to issue debt to pay this expense places a
burden on future taxpayers in the form of debt service costs. Bonding for
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operating expenses was part of the pattern that led the County into a fiscal crisis
necessitating the formation of NIFA.” NIFA remains concerned that this bond
issuance creates a long-term burden in the operating budget for the County and its
taxpayers and should be avoided in the future.
All Other (Salaries & Wages Payouts)
($ in millions)

FY 2010
$82.3

FY 2011
$85.4

FY 2012
$88.4

FY 2013
$92.0

Other County payouts include, but are not limited to, such items as health
insurance buybacks, auto mileage, police department special assignment pay, holiday pay
and similar types of payouts. The longevity payout, which provides supplemental wages
based on years of service, is also part of this subcategory. As part of Public Safety union
concessions, holiday/equipment pay savings of $6.5 million was projected in FY 2009
with deferral to subsequent years or an option to receive a cash payout at the time of
retirement. Hence, it becomes difficult to project what financial risk this deferral places
in the context of the Out-Years of the proposed Plan. Additionally, union negotiations
also resulted in an increase to the longevity payout schedule, which resulted in a modest
increase in funding for longevity compared to the FY 2009 Budget.

Fringe Benefits
Fringe benefit costs are projected at $389.2 million in FY 2010, jumping to
$440.1 million in FY 2011 and reaching $487.0 million by FY 2013. The considerable
increase of 11.5% between FY 2010 and FY 2011 is due to increased costs for pensions
as discussed below.
Health Insurance
($ in millions)

FY 2010
$219.4

FY 2011
$227.1

FY 2012
$235.0

FY 2013
$243.3

The County has drastically restated its assumed costs for health insurance from
projections in the adopted Plan. Previously, the County had assumed that health
insurance costs would grow by 8% in FY 2010 and 6.5% in the Out-Years for both active
employees and retirees. The County has received preliminary guidance from the State
that the actual amount of annual growth will be a maximum of 3.5% for FY 2010. The
reason behind the reduction is that the NY State Department of Civil Service has
accumulated as much as $600 million in health care reserves. A portion of these
resources will be used to provide fiscal relief to New York State and local governments,
such as Nassau County, by providing a reduction in premiums. The County‟s assumption
of 3% growth is more optimistic than the State‟s guidance; however, the final rates are
scheduled to be announced several weeks from now. We also we remain concerned that
22

the growth rate may return to historical rates in the Out-Years resulting in underfunded
expenses for health insurance.
Pension Contributions
($ in millions)

FY 2010
$89.6

FY 2011
$129.9

FY 2012
$145.0

FY 2013
$152.6

Pension contributions are payments to both the Employees‟ Retirement System
(“ERS”) and the Police and Fire Retirement System (“PFRS”) of New York State. 3 The
proposed Plan reflects the increased funding needed due to higher employer contribution
rates that will be required because of the weak investment performance of the Retirement
Systems‟ assets in the past two years. The County based its estimates on the State
Comptroller‟s guidance. While the Retirement Systems attempt to mitigate employer
cost volatility by using, among other actuarial methods, a rolling five year smoothing
algorithm to calculate required contribution rates, absent a sustained stock market
turnaround, pension costs are likely to continue to rise significantly in Out-Years of the
proposed Plan and could exceed County projections in the future.
The County‟s pension obligation for FY 2010 is estimated to be $89.6 million. In
order to pay that bill, the County intends to use $13 million of its pension reserves and
the remainder from operating expenses. The County acknowledges the pressure pension
costs place on its budget stating in its Summary of Fiscal 2010 Proposed Budget, that
“Rising pension costs now rival Medicaid growth among the mandated expenses that are
a major threat to local finances.” NIFA has previously cautioned against the draw-down
of pension reserves that had been as high as nearly $80 million at year-end FY 2004 and
dwindled down to less than a million by FY 2008. This draw-down of reserves occurred
at a time when pension costs were experiencing some degree of recovery due to improved
market performance. Now the impact of the economic downturn and its relationship to
the stock market and pension investments is requiring higher local contributions that
reflect an impact that is, in the County‟s own words, “enormous” and the marginally
replenished pension reserve of FY 2009 will, once again, be depleted by the end of FY
2010.

3 The County participates in the New York State and Local Employees‟ Retirement System, the New York
State and Local Police and Fire Retirement System, and the Public Employees‟ Group Life Insurance Plan. The local
participating employer contribution rates for each retirement system are set by the State Comptroller and are payable by
the County each February 1st.
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Workers’ Compensation
($ in millions)

FY 2010
$23.8

FY 2011
$23.8

FY 2012
$23.8

FY 2013
$23.8

The projections for Workers‟ Compensation in the proposed Plan are $2.0 million
to $3.0 million higher than in the May Update for FY 2010 to FY 2013.
The County had initially been projecting savings based on an initiative to transfer
the County‟s current permanent and partial disability claims to an insurance company, for
a lump sum fee called a Loss Portfolio Transfer (“LPT”). Although the County has been
utilizing lump sum payment offers to reduce its Workers‟ Compensation pay-out costs to
employees on its own, it has not been able to implement the initiative by transferring the
handling of these claims to an outside vendor. Consequently, the County has prudently
increased its projections in the proposed Plan.

Other Than Personal Services (“OTPS”) 
 The day-to-day cost of doing business such as the
purchase of office supplies and equipment,
contractual services, payments for tax certiorari
settlements, etc.
County OTPS expenditures are composed of several large categories of spending,
not related to headcount costs and payouts. The following table breaks out the key
components within OTPS for each year of the proposed Plan. The narrative that follows
is our analysis of the risks inherent in the County‟s projections.
BREAK OUT OF OTHER THAN PERSONAL SERVICES EXPENDITURES
FY 2010 -2013
( $ i n mi llio n s)

Local Government Assistance
Mass Transportation
Utility Costs
Payments to NHCC
Suits and Damages*
Contractual Services
All Other
Total

FY 2010
$ 57.9
45.7
38.6
13.0
52.0
128.0
98.9
$ 434.1

FY 2011
$ 60.1
46.3
39.3
13.0
52.1
128.0
78.0
$ 416.8
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FY 2012
$ 62.5
47.0
40.0
13.0
52.1
129.6
87.7
$ 431.9

FY 2013
$ 64.9
47.7
40.7
13.0
52.2
130.2
88.6
$ 437.3

FY 2010 Composition of OTPS
Major Funds
Local
Government
Assistance
13.33%

All Other*
22.79%

Mass
Transportation
10.53%

Utility Costs
8.89%
Contractual
Services
29.49%

Suits &
Damages
11.98%

Payments to
NHCC
2.99%

Local Government Assistance
($ in millions)

FY 2010
$57.9

FY 2011
$60.1

FY 2012
$62.5

FY 2013
$64.9

The County remits sales tax revenue to towns and cities resulting from the 0.25%
portion of the sales tax charged on purchases made within Nassau County and are an
offset to the aggregate overall 8.625% sales tax rate the County receives. Because the
remittance to towns and cities is based on a computation applied to sales tax receipts, the
projected funding levels increase or decrease at the same rate as the County. Should
County sales tax collections grow more slowly than assumed, these expenditures would
decrease in tandem.
Mass Transportation
($ in millions)

FY 2010
$45.7

FY 2011
$46.3

FY 2012
$47.0

25

FY 2013
$47.7

The $45.7 million projection for FY 2010 breaks out as follows:
( $ i n mi llio n s)

FY 2010
$ 5.7
2.2
26.2
11.6
$ 45.7

MTA LI Bus Subsidy
MTA Able Ride
LIRR (station maintenance)
LIRR (operations support)
Total

In spite of the continuing fiscal distress experienced by the MTA Long Island
Bus, the County is seeking to reduce the amount of its subsidy payment by approximately
$2.5 million from what had been budgeted in the FY 2009 Budget. This reduction cannot
be made without County legislative approval and has met resistance in the past. Funding
for the MTA Long Island Bus and Long Island Rail Road (“LIRR”) operational support
remains constant for the Out-Years. LIRR station maintenance for FY 2010 is projected
at $2.8 million, or 1.2% less than budgeted for FY 2009, because the base amount to be
paid by Nassau County is adjusted in accordance with the Consumer Price Index.
Utilities
($ in millions)

FY 2010
$38.6

FY 2011
$39.3

FY 2012
$40.0

FY 2013
$40.7

The County‟s projection for utility costs in FY 2010 reflects a decrease of
approximately $2.6 million from the levels funded in the FY 2009 Budget and about $1
million less than the FY 2008 actual expenditures. As indicated in the chart below, the
funding for the most significant utility category of “light, power and water” demonstrates
a decrease of almost $1.3 million. Similarly, the County estimates that its payments to
Tri-Gen will decline by almost $400,000. This is an additional reduction from the
$400,000 that had already been made between the FY 2009 and FY 2008 budgets.
Therefore, the County will need to closely monitor its utility costs to ensure that
variances are recognized immediately should energy prices and usage exceed current
assumptions.
SUBOBJECT TITLE
BROKERED GAS
CELLULAR PHONE
ENERGY CONSERVATION SAVINGS
FUEL
GREEN CHOICE FUEL
LIGHT,POWER, WATER
TELEPHONE
TRI-GEN NASSAU DIST ENERGY CORP.
WATER
Grand Total

Sum of 2008
Actual
2,809,100
417,015
1,164,000
2,076,453
233,750
16,923,815
7,140,743
7,724,800
1,133,349
39,623,025
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Sum of 2009
Adopted
Budget
2,301,619
555,914
1,150,264
2,248,854
0
18,340,715
7,749,468
7,327,299
1,478,639
41,152,772

FY 2010 to FY
Sum of 2010
2009 Inc/(Dec)
Proposed
Budget
2,113,950
(187,669)
657,535
101,621
1,094,340
(55,924)
1,911,258
(337,596)
0
0
17,083,822
(1,256,893)
7,428,359
(321,109)
6,932,141
(395,158)
1,354,581
(124,058)
38,575,986
(2,576,786)

Payment to NHCC
($ in millions)

FY 2010
$13.0

FY 2011
$13.0

FY 2012
$13.0

FY 2013
$13.0

The proposed Plan continues the County‟s “historic mission payments” of $13
million per year to the Nassau Health Care Corporation (“NHCC”). The cost of retiree
health insurance and termination pay for certain employees of the County who became
NHCC employees when it separated from the County, is accounted for separately in the
Fringes and Salaries and Wages categories and is estimated at almost $23.0 million for
FY 2010 with approximate annual growth of 3% in the Out-Years. Eventually, after
these former County employees retire, the County will no longer have any responsibility
for termination pay. The County projects that the overall costs, including retiree health
insurance, termination pay and other subsidies will grow to $38.3 million by FY 2013.
Suits and Damages
($ in millions)

FY 2010
$55.0

FY 2011
$52.1

FY 2012
$52.1

FY 2013
$52.2

Suits and Damages includes payments out of the County‟s operating budget for
certiorari refunds and other non-certiorari judgments and settlements. In the proposed
Plan, the County projects that it will make certiorari payments of $50 million annually
even though the Assessor has stated that they are spending approximately $90 million
annually. No adjustments have been made for inflation in the Out-Years.
Combined with borrowed funds, the County has also allocated $15 million in FY
2010 for non-certiorari judgments and settlements ($10 million borrowed and $5 million
from the operating budget). It has also allocated $7.1 million in FY 2011 for these
purposes ($5 million borrowed and $2.1 million from the operating budget). However,
the County has allocated only a total of $2.1 million for all non-certiorari judgments and
settlements in FY 2012 and $2.2 million in FY 2013 without any explanation for this
precipitous decline. We can only conclude that the County has understated these costs in
the Out-Years.
Every municipality encounters judgments and settlements in the normal course of
business. Within a limited range, these costs are predictable. Consequently, they should
be budgeted as part of the normal operating budget. Only in the case of extraordinary
judgments or settlements should they be funded through borrowing or from an
appropriate reserve.
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Certiorari
On May 29, 2009 the newly appointed Assessor, on behalf of the Administration,
released a 78 page report that evaluated the assessment system. The analysis thoroughly
reviewed both residential and commercial claims as well as the Department of
Assessment, Assessment Review Commission (“ARC”) and the County Attorney's Office
and concluded with findings and recommendations to improve or change the existing
system.
The report in its entirety can be found on the County‟s website and NIFA concurs
with its findings and recommendations. As fiscal monitors, we share the Assessor‟s
concern that “six years after the completion of the historic 2003 revaluation, the
assessment system in Nassau County is still overwhelmed by one of the highest levels of
appeals in the entire Country. The County pays out almost $90 million per year in
property tax refunds.”
In FY 2010, $50 million of the $90 million needed to make tax certiorari refund
payments is budgeted from operating revenue and the remainder is presumably going to
come from borrowed funds. In addition to the refunds, the County also has $1.2 billion
in outstanding tax certiorari related debt with debt service estimated at $134.9 million for
FY 2010. It also has a backlog of certiorari claims that it estimates to be $139 million.
Furthermore, in FY 2010 the County will spend the following:
$5.3 million plus fringes to support ARC;
$14.4 million plus fringes to support the Department of Assessment; and
significant unspecified funds to support the County Attorney‟s defense of
claims, the Treasury Department‟s payment of claims, and the new
computers and other equipment utilized by the foregoing.
The County also has several large certiorari related lawsuits pending, which it
plans to fund from bond proceeds if there is a negative outcome.
The County estimates that its certiorari refund expense will fall to, and remain at,
$50 million annually in the Out-Years. This is a worthy goal, but NIFA is concerned that
it cannot be achieved as quickly as indicated in the proposed Plan, and could result in
unbudgeted costs of approximately $40 million per year.
Since its inception, NIFA has raised over $800 million from borrowings to help
Nassau County resolve its certiorari problem. Unfortunately, although there has been
some progress, the continuing level of new tax certiorari claims and the unresolved
backlog still affect the fiscal condition of Nassau County.
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Contractual Services
($ in millions)

FY 2010
$128.0

FY 2011
$128.0

FY 2012
$129.6

FY 2013
$130.2

The County uses outside contractors for many different services. Within the
Major Funds the bulk of these are in the Health and Human Services vertical and are for
payments to program agencies at a cost of approximately $34.0 million per year. Another
large expense is related to medical and psychiatric services in the Correctional Center,
with costs averaging $24.0 million per year in the proposed Plan. Our analysis indicates
that these costs are reasonably projected.
All Other OTPS
($ in millions)

FY 2010
$98.9

FY 2011
$78.0

FY 2012
$87.7

FY 2013
$88.6

This subcategory contains the remaining items not previously highlighted in our
discussion of OTPS. It includes such items as equipment, rent, gasoline, and various
office supplies. We believe the County is adequately funding and monitoring these
expenses.


Direct Assistance 
 Governmental support that includes programs
such as pre-school special education and early
intervention, public assistance, Medicaid, day
care programs, and institutional expenses.
The County projects expenditures for Direct Assistance to grow by approximately
2.75% annually. These social service costs encompass entitlement benefits for clients
enrolled in a variety of support programs within the County. The five major subcategories are presented in the table below and are discussed in subsequent sections.
Overall, our analysis indicates that the County has reasonably estimated these costs, but
each program should be monitored closely in light of the recent economic downturn that
will likely result in a greater demand for social service programs and direct assistance
than projected.
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DIRECT ASSISTANCE EXPENDITURES
FY 2010-2013
( $ in mi l lio n s)

Medicaid: Local Share
Title XX
TANF
Safety Net Assistance
Early Intervention
Pre-School/Special Education
All Other
Total

FY 2010
$ 237.5
50.4
32.3
32.5
55.6
137.8
45.4
$ 591.5

FY 2011
$ 244.2
50.9
32.6
32.9
57.9
141.4
46.3
$ 606.2

FY 2012
$ 251.1
50.9
32.8
33.0
60.2
145.1
47.2
$ 620.3

FY 2013
$ 258.2
51.5
32.9
33.1
62.7
148.9
48.0
$ 635.3

FY 2010 Composition of Direct Assistance

Pre
School/Special
Education
23%

Early
Intervention
9%

All Other
8%

Medicaid:
Local Share
40%

Title XX
9%

Safety Net
Assistance
6%

TANF
5%

Early Intervention & Pre-School Special Education
($ in millions)

FY 2010

FY 2011

$55.6

$57.9

FY 2012

FY 2013

Early Intervention
$60.2

$62.7

Pre-School/Special Education
$123.1

$126.4

$129.8

$133.3

The Early Intervention Program provides specialized services to families with
children under age three with developmental delays and disabilities. As children get
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older, they become eligible for partner components of the Program such as the PreSchool Program for ages 3-5 and the School-Age Program for ages 6 and older.
The County‟s growth rate assumption for Early Intervention expenditures
approximates 4.0% per year and just over 2.6% for Pre-School/Special Education not
inclusive of education for “handicapped” children. The County increased funding
between FY 2008 and FY 2009 due to increased guidelines for autism screening that
resulted in increased referrals to the program. This increase has been maintained in the
proposed Budget. NIFA believes that if the County‟s growth rate assumptions are
accurate, then its cost estimates for both Early Intervention and Pre-School/Special
Education are not unreasonable.

Medicaid
($ in millions)

FY 2010
$237.5

FY 2011
$244.2

FY 2012
$251.1

FY 2013
$258.2

Expenditures for Medicaid recipients cover a wide range of services, including
payments for nursing homes, hospitals, home health care, and pharmaceuticals. The
growth in these expenditures is limited by a State-enacted cap on the local share of
Medicaid spending. The cap formula will ensure that the County‟s share of Medicaid
costs grow by no more than 3% annually. The County‟s funding allocation for FY 2010
and the Out-Years is consistent with this cap.
Public Assistance
($ in millions)

FY 2010

FY 2011

$32.3

$32.6

$32.5

$32.9

FY 2012

FY 2013

$32.8

$32.9

$33.0

$33.1

TANF
SNA

The County is projecting that its expenditures for Temporary Assistance for
Needy Families (“TANF”) and Safety Net Assistance (“SNA”) will grow by
approximately 17% from FY 2009 to FY 2010, collectively, due in large part to the
economic downturn that has propelled upwards the needs for services and number of
caseloads. These projections are based on trending information collected by the
Department of Social Services.
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Debt Service 
 This is the cost of paying both principal and
interest on money that has been borrowed – or is
anticipated to be borrowed – by or on behalf of
the County.
The County‟s Debt Service includes, but is not limited to principal repayment and
interest costs for NIFA-issued debt, County-issued debt, County Tax Anticipation Notes
(“TANs”) and Revenue Anticipation Notes (“RANs”).

COMPOSITION OF DEBT SERVICE
( $ i n mi ll io n s)

NIFA Debt
County
and
County
Related Debt
TAN/RAN Interest
Expense of Loans
Total

FY 2010
$ 188.5
129.2

FY 2011
$ 204.2
132.7

FY 2012
$ 217.1
123.6

FY 2013
$ 216.4
133.0

4.0
5.6
$ 327.3

7.7
4.8
$ 349.4

10.3
5.1
$ 356.1

11.6
5.3
$ 366.3

INCREASING DEBT SERVICE EXPENDITURES
375.0

366.3
356.1
349.4

350.0
327.3
325.0
310.4
300.0
286.8
275.0
FY 2008
Actual

FY 2009
Adopted

FY 2010
MYP
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FY 2011
MYP

FY 2012
MYP

FY 2013
MYP

FY 2010 Composition of Debt Service
Major Funds

TAN/RAN
Interest
1.21%

Expense of
Loans
.17%

County and
County Related
Debt
39.46%
NIFA Debt
57.60%

In FY 2009 the County will issue considerably more debt than in any year since it
returned to the capital markets. As a result of this increase in the County‟s 2009
borrowings, one would assume that debt service in FY 2010 would also rise dramatically.
However, FY 2010 debt service payments are being kept artificially low because the
County has chosen to defer the payment of principal on its new debt and to stretch out its
repayment schedule.
For example, the first payment of principal on the County‟s $83.6 million 2009
Series F Bonds, which were used for termination payments, are not due until October 1,
2011. In addition, the bonds do not fully mature until 2023, which means future County
taxpayers will be paying for FY 2009 termination pay-outs for 14 years.
These kind of deferrals have obscured the near term cost of the County‟s
borrowings by synthetically keeping down debt service in FY 2010, while allowing it to
rise dramatically in FY 2011 and the Out-Years. As illustrated in preceding chart, these
costs rise from $327.3 million in FY 2010 to $349.4 million in FY 2011. These increases
will have to be funded from operating revenue, which is already being stressed.
Other noteworthy borrowing activities by the County during FY 2009 and the
term of the proposed Plan include the following:
1. Termination Pay Borrowing: The County, with State statutory authorization,
will use approximately $75 million of bond proceeds to pay for employee
termination benefits. The ostensible reasons for the borrowing were the (1) fiscal
crisis, (2) the lump sum bonus offered to incentivize employees to retire (the
“Bonus”), and (3) the accelerated accrued termination expenses that occurred
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because of the early retirement program. Prior to this borrowing, normal
termination benefits had always been paid from operating income.
We estimate that the Bonus cost the County an additional $10 million in FY 2009.
Instead of bonding this small incremental amount, together with any increased
expenses due to a larger than anticipated number of FY 2009 retirees, the County
bonded its entire expense. The substitution of bond proceeds for this operating
expense allowed the County to reallocate $75 million to cover shortfalls in other
areas of the operating budget.
In the future, the liability that arises from employee termination pay should return
to the operating budget. Regrettably, the County already bonds for certiorari
settlements and other non-certiorari judgments, both of which should also come
out of the operating budget.
2. Use of Proceeds from Over-issuance: Each year the County reconciles what it
has issued for bonds and determines if there has been an over-issuance. These
amounts are excess monies that need not be applied toward the project(s) for
which they were raised.
The fiscally prudent use of these proceeds would be to transfer them to another
capital project or to retire an equal amount of bonds so that debt service is not
being paid on bond proceeds that are not used for a project. Instead, the County
uses the money to only pay for annual debt service rather than the retirement of
bonds. The County plans to use $12.4 million of bond proceeds in this fashion in
FY 2010, $11.8 million in FY 2011, $11.4 million in FY 2012 and $9.4 million in
FY 2013.
3. Cash Flow Borrowing: The County is continuing a high level of cash flow
borrowings, which it recommenced in FY 2005. The borrowings have increased
steadily such that they are budgeted for approximately $280 million in FY 2010.
These cash flow borrowings are estimated to cost the County $4.0 million in FY
2010 and $7.7 million in FY 2011, an increased expense of almost $12 million
compared to FY 2005. In prior years, these borrowings were not necessary
because the County had sufficient cash reserves.
4. Suits and Damages: See page 27 for discussion

CAPITAL SPENDING IMPACT ON OPERATING BUDGET
The National Advisory Council on State and Local Budgeting (“NACSLB”)
encourages state and local governments to look to its recommended budget practice
statements as a model for improving their budget processes. The Government Finance
Officers Association (“GFOA”) endorses these recommended budget practices and
incorporates them into its criteria for its GFOA Distinguished Budget Presentation
Award, which the County looks to attain.
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As such, the criteria stipulate the following:
Capital Improvements. Entities are required to define capital expenditures in
their budget documents. They must also include the total dollar amount of capital
expenditures, as well as a description of significant nonrecurring capital projects
and the associated dollar amounts.
Capital Impact on Operations. The extent to which capital projects affect the
operating budget should now be described. The most common method is to
quantify the operating impact through either savings or additional costs.
The County provides a section in the proposed Budget that fulfills the first budget
practice criterion by including a summary of its Capital Improvement Program in the
proposed Budget. Unfortunately, the presentation is off by one year since the proposed
Budget and Plan is submitted a month before the Capital Budget. This means that the
“Capital Fund” discussion in the FY 2010 proposed Budget relates to FY 2009 rather
than FY 2010. Most municipalities release the Proposed Operating and Capital budgets
concurrently.
Because of this mismatch, the second budget practice criterion is not met.
Moreover, the impact of the FY 2010 Capital Plan is not reflected in the proposed Plan.
Although the County tends to highlight the positive aspects of smart government
initiatives and capital improvement projects, it rarely provides detailed information
regarding the relative cost of capital spending in the proposed Plan. For example, an
initiative to increase efficiencies utilizing the latest technology may have a recurring cost
that impacts the first year of the proposed Plan as well as the Out-Years. These costs
may include expenditures for new employees, maintenance contracts, system upgrades,
licensing rights and increased utility costs.
We encourage the County to comply with the NACSLB recommendation to
present the CIP‟s impact on the operating budget in its next multi-year plan submission to
allow for the consideration of these costs as possible budget stressors.

SEWER AND STORM WATER SERVICES
In 2003, at the request of Nassau County, the New York State Legislature created
the Nassau County Sewer and Storm Water Finance Authority and a consolidated
County-wide Sewer and Storm Water Resource District. As a result of the consolidation,
fund balance from 27 collection and 3 disposal districts became available to the County.
The use of sewer fund balance has helped the County balance its budget. In FY
2010, the County is raising the sewer tax levy by $6 million and is using almost $25
million of the remaining fund balance to subsidize operations. By 2013, substantially all
of the fund balance will be gone and significant tax increases in that fund will be needed
to close the large mismatch that currently exists between revenues and expenditures.
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NASSAU HEALTH CARE CORPORATION
NHCC*
( $ in mi l lio n s)

Expenditures
Revenues
Baseline Gap

FY 2010
$543.7
524.1
($ 19.6)

FY 2011
$565.0
529.3
($ 35.7)

FY 2012
$575.5
540.7
($ 34.8)

FY 2013
$586.1
553.6
($ 32.5)

* Projections as of September 2009.

As of January 2009, the Nassau Health Care Corporation (“NHCC”) had a
projected baseline gap of more than $30 million in FY 2009 that it believed it could
lessen to just under $9 million by year-end. As of this writing, NHCC now optimistically
projects that it can end FY 2009 with a small operating surplus of $384,000, due
primarily to an unexpected increase in Intergovernmental Transfer (“IGT”) payments that
are scheduled to arrive by year end.
For FY 2010, NHCC is projecting a baseline gap of approximately $19.6 million
and has identified gap-closing measures to bring it down to a deficit of $8.5 million.
These actions include revenue generating initiatives of about $9.0 million and reduced
employee health insurance costs in the amount of $1.8 million. Most of the revenue
initiatives involve the expansion of some services and rates.
In the Out-Years, the baseline gaps are projected to be in excess of $32 million
annually; however, after implementing various gap-closing measures NHCC
optimistically expects to generate small surpluses each year. These projections are
predicated on a number of ambitious initiatives, including NHCC negotiating a zero-cost
labor contract with its employees beginning in FY 2010, a complicated acquisition of a
local hospital, and completion of a new nursing home to replace A. Holly Patterson.
As indicated in previous reports, additional support for the NHCC is not
mentioned or accounted for in the proposed Plan, even though NHCC continues to have
serious financial problems that have the potential to negatively impact County finances in
the current and future years.
These projected deficits are especially troublesome since NHCC has improved its
operations in recent years. For example, discharges, patient days, and average daily
census have increased, while full time equivalents (“FTEs”) and length of patient stays
have gone down. Unfortunately, these have not offset increased personnel costs as well
as increases in supplies and decreases in State assistance.
In addition to its own internal efforts, NHCC still receives substantial County
support. For example, the County annually gives (and intends to continue giving) $13
million to NHCC for “Mission Payments.” In the past the County has also given/pledged
$115 million of tobacco bond proceeds and assisted by guarantying all of NHCC $296
million in outstanding debt.
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NHCC‟s future is still uncertain; consequently, NIFA will continue to closely
monitor its finances, given the impact on the County of any non-performance of NHCC
in servicing its debt.

NASSAU COMMUNITY COLLEGE
NCC*
( $ in mi l lio n s)

Expenditures
Revenues
Gap

FY 2010
$208.1
208.1
$ 0.0

FY 2011
$205.2
205.0
$ 0.2

FY 2012
$207.0
205.4
$ 1.6

FY 2013
$208.4
205.8
$ 2.6

* Projections as of mid-September 2009.

Nassau Community College (“NCC”) or (“College”) is a “Covered Organization”
under the NIFA Act, which requires that NIFA annually review its finances. However, it
should be noted that the County‟s financial support is primarily limited to the
Legislature‟s authority to levy a property tax on behalf of NCC. In the NCC Budget for
FY 2010 the property tax levy accounts for approximately 26% of the College‟s budget,
or $52.2 million. The remainder of the revenue is primarily derived from student
revenues and State aid.
NCC‟s FY 2010 property tax levy, which was not increased over last year, has
already been approved by the County Legislature. NCC‟s multi-year plan indicates that it
will request additional increases of 3.9% in FY 2011, FY 2012 and FY 2013 to ensure
balance should it be unable to realize additional revenue and cost savings beyond those
amounts already built into the proposed Plan.
NCC‟s projections assume that student revenues will increase by approximately
4.5% in FY 2010, 6.2% in FY 2011, and 3.7% in FY 2012 and FY 2013. This growth is
expected to come from increased tuition and student enrollment.
NCC also projects State aid per FTE student to remain unchanged from 2009 at
$2,675 in FY 2010. However, the College assumes that State aid will increase $50 in
each of the Out-Years.
The following variables could also impact NCC‟s ability to maintain Out-Year
balance if:
property tax increases are not approved by the County Legislature;
future enrollment is less than projected;
restrictions are placed on tuition increases; or
State aid is not increased.
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In addition, NCC has a change of Administration beginning in 2010.
Interestingly, the College‟s enrollment may also increase as a result of the current
economic crisis because prospective students may consider NCC to be a cost-effective
alternative to a four year institution.
If all or some of these actions occur, the College will have to identify alternative
actions that will maintain budgetary balance throughout the period of the proposed Plan.
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V. GAP-CLOSING PROGRAM
This section of our report discusses the projected Out-Year gaps and the County‟s
plan for ensuring balance in these years.

THE OUT-YEAR GAPS: FY 2010 – FY 2013
The County projects gaps of $126.6 million in FY 2011, $173.9 million in FY
2012, and $211.5 million in FY 2013. These gaps were calculated using growth rate
assumptions listed in the Appendices. Based upon our review of the growth rates used by
the County and their underlying assumptions, we believe that the projections of Out-Year
gaps may be understated, particularly for sales tax revenue, overtime and health insurance
expenditures. We also remain concerned that pension costs could increase more than
projected if New York State‟s Common Retirement Fund investment performance does
not improve on a sustained basis.

CLOSING THE OUT-YEAR GAPS
The County repeats some of the same gap-closing measures proposed in earlier
financial plan submissions. As shown below, the gap-closing program includes projected
annual property tax increases, revenue from a new traffic ticket surcharge, a parks
marketing initiative, workforce management, and significantly reduced savings proposed
through Smart Government Initiatives. With the exception of Smart Government
Initiatives whose discussion follows, these actions were discussed previously within this
Report.

GAP-CLOSING PLAN
( $ in mi l lio n s)

Property Tax Increase
Value of New Construction
SGIs
Ticket Surcharge (Patrolling of the LIE)
Parks Marketing Initiative
Workforce Management
Total

FY 2011
$ 31.3
5.0
10.8
8.0
4.0
20.0
$ 79.1
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FY 2012
$ 64.5
10.0
11.8
8.0
4.0
25.0
$ 123.3

FY 2013
$ 98.7
15.0
17.2
8.0
4.0
30.0
$ 172.9

SMART GOVERNMENT INITIATIVES
The Administration created Smart Government Initiatives, (“SGIs”) to help
identify government waste and develop new and improved ways of doing business to
enhance efficiency, reduce spending or generate non-tax revenue. SGIs were originally
introduced as a gap-closing measure in FY 2002. SGIs, some new and some old have
continued to be introduced by the Administration. SGIs have not had a good track record
of success even though we commend the County for their creation and the innovative zeal
they try to capture. Consequently, we are glad to see that the County has not relied
heavily upon their SGIs in the proposed Plan and have appropriately scaled back
expectations. NIFA has evaluated the SGIs for reasonableness, valuation, and
achievability.

SMART GOVERNMENT INITIATIVES
2010 -2013 MYP

Vertical

Initiative

2010

Housing Non-County Inmates
Public Safety
Medicaid Reimbursement Maximization
Back Office Efficiencies
Management,
Revenue Options
Budget & Finance
Enterprise Resource Planning System
TOTAL

2011

0
500,000
0
0
0
500,000

301,125
1,000,000
250,000
4,400,000
4,887,546
10,838,671

2012
301,125
1,000,000
500,000
4,400,000
5,559,094
11,760,219

2013
301,125
1,000,000
500,000
4,400,000
10,993,588
17,194,713

In the proposed Plan, the County expects to achieve savings of $0.5 million in FY
2010, $10.8 million in FY 2011, $11.8 million in FY 2012, and $17.2 million in FY 2013
from SGIs. Notably, the value of savings the County expects to realize from SGIs has
declined significantly from previous plans, as shown in the table below. For example, the
County has reduced the estimated future achievable value of SGIs proposed for FY 2010
to $0.5 million, which is a 97.5% reduction from the adopted Plan.

Smart Government Initiatives

FY 2009-2012
Plan

Value of SGI's for FY 2011 as Presented in:
Proposed FY 2010May 2009 Update
2013 Plan

Electronic Court Appearances

500,000

500,000

Housing Non County Inmates

2,500,000

1,250,000

Program Reductions

1,000,000

1,000,000

Revenue Options

1,200,000

1,100,000

Risk Management

1,700,000

Enterprise Resource Planning System
Automated Time and Leave System
Commercial Grievance Filing Fee

301,125
4,400,000

-

10,000,000

-

10,000,000

3,400,000

4,887,546

Change from
Plan

(500,000)
(948,875)
(1,000,000)
3,300,000
(5,112,454)

2,400,000

-

(2,400,000)

3,400,000

-

(3,400,000)

Medicare Reimbursement Maximization

-

-

1,000,000

1,000,000

Back Office Efficiencies

-

-

250,000

250,000

TOTAL $

20,300,000

$

19,650,000
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$

10,838,671 $

(8,811,329)

NIFA supports the County‟s efforts to enhance efficiencies and reduce spending,
but remains concerned that certain planned savings and revenues may not be realized.
NIFA is concerned with the following SGIs:
Enterprise Resource Planning System
An “ERP” system is based on a common database software design. The common
database will allow every County department to store and retrieve information in realtime. Although the County has planned the installation of this program over a four year
period they will need to continue the maintenance of the current system. A portion of the
savings will be achieved as the old system is retired. Additional savings are anticipated
from cost reductions and avoidance once a paperless environment is implemented. NIFA
believes the potential savings from this ambitious initiative may be highly overstated and,
in the current economic environment, be at risk should the County need to make spending
cuts which impact the timing of the ERP implementation.
FY 2011

FY 2012

FY 2013

$4,887,546

$5,559,094

$10,993,588

Revenue Options
The initiative to increase revenues has been part of the SGI‟s since the FY 2008
Plan however the current value of the initiative has increased by 366% for FY 2011 over
previous projections. The County recognizes that the fees for services in Consumer
Affairs, the County Attorney, Fire Commission, Police Department, Public Works, EMS
and Treasurer have not been increased since 2007. Although the concept of increasing
revenues in these departments may make sense, it is unclear if these increases have
County legislative support. The methodology for attaining an increase of this magnitude
is unclear.
FY 2011

FY 2012

FY 2013

$4,400,000

$4,400,000

$4,400,000

OPTIONS TO CLOSE REMAINING OUT-YEAR GAPS
Even if the County were able to implement the major actions described above,
projected gaps of $47.4 million in FY 2011, $50.7 million in FY 2012, and $38.6 million
in FY 2013 still remain. The proposed Plan assumes that these gaps will be closed from
among a number of options which have been suggested in prior multi-year plans, but
have not received the County or State legislative support necessary for enactment. There
is no reason to believe that they will be any more successful this time than they were
when originally introduced.
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OPTIONS TO CLOSE REMAINING GAP
( $ in mi l lio n s)

Debt Restructuring
MTA Regionalization of LI Bus
Video Lottery Terminals
ARRA Funding
Red Light Camera Phase II
TARP Recoveries
FIT
Lighthouse – Coliseum Lease
Discretionary Program Cuts
Total

FY 2011
$ 5.0
7.7
21.4
20.0
12.0
17.0
0.0
1.5
5.0
$ 89.6

FY 2012
$ 5.0
7.7
21.4
0.0
12.0
0.0
4.1
1.5
5.0
$ 56.7

FY 2013
$ 5.0
7.7
21.4
0.0
12.0
0.0
4.1
1.5
5.0
$ 56.7

For FY 2011, the more significant of these options include $21.4 million from a
proposal to install video lottery terminals at Belmont Park, $20 million from the
American Recovery Reinvestment Act (“ARRA”), $17 million in Troubled Asset Relief
Program (“TARP”) recoveries, and $12 million from a second phase of the Red Light
Camera initiative. The proposed Plan assumes that most of the revenues listed above
would remain flat through the proposed Plan period, except for the ARRA Funding and
TARP Recovery which are one-time receipts, as explained below.
In 2007 and 2008 the financial crisis led to the skyrocketing of interest rates
within the short-term loan market that, in turn, led to unplanned interest costs on auction
rate securities and variable rate demand obligations. TARP is a Federal program that was
created to provide a lifeline to banks to help them to avoid insolvency. It is the largest
component of the government's measures to address the sub-prime mortgage crisis.
California is asking that money from TARP be used to help back more than $13 billion in
short-term borrowings. Members of Congress and several municipalities want bailout
money to be used to cover more than $1 billion in losses from investments by
municipalities in debt they had issued. Although we understand the County‟s frustration
and endorse its actions to recoup losses, we doubt that TARP is the proper vehicle. In
addition, the County has applied all of its losses to this $17 million calculation, which
under any scenario seems unrealistic.
ARRA is an economic stimulus program that was enacted by the Federal
government in February 2009 and was intended to provide a stimulus to the U.S.
economy in the wake of the economic downturn. Although there are many components
that comprise this stimulus package, the County is hoping that additional aid will be
allocated to help local governments and is projecting funding at $20 million for FY 2011.
NIFA‟s review of ARRA finds no allocation to governments forthcoming.
Savings of $7.7 million for each of the Out-Years are projected from the proposed
MTA regionalization of the Long Island Bus system. The County is basing its
projections on a belief that a regional system, “will also include dedicated revenue
sources to cover operating and capital costs,” thus enabling the County to cut or eliminate
the funding it currently provides. In addition to required State approval, the MTA has
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been suffering under its own fiscal pressures, and we find it unlikely that these savings
will be realized in the near future.
The County has continued to include the gap-closing revenue to be realized from
the installation of video lottery terminals at Belmont Park, however, the recent 25 year
franchise agreement signed between the State and the New York Racing Association in
FY 2008 does not provide for the installation of video lottery terminals at Belmont Park.
To a lesser degree, the “Remaining Gaps” are also to be closed by $5 million in
discretionary program reductions and $5 million in debt restructuring each year. While
the savings from debt restructuring are not expected until FY 2011, neither of these
initiatives have any substantiation nor can we begin to predict how they would be
achieved. Finally, the County is again pursuing State reimbursement for paying $4.1
million in non-resident tuition to the Fashion Institute of Technology, an initiative that
has repeatedly failed in prior years.
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VI. USE OF RESERVES
Section 3667 (4) (c) of the NIFA Act requires that the financial plan include
“adequate reserves …to maintain essential programs in the event revenues have been
overestimated or expenditures underestimated for any period.” The legislative intent was
that monies be made available for unplanned or extraordinary events which might arise
and were not planned for in the County‟s budgets or multi-year plans.
For purposes of this discussion, we have divided the County‟s reserves into
“General Reserves” and “Restricted Reserves.” (See Appendices for a detailed
breakdown of the amount in each of the reserve funds which we have combined into
General and Restricted Reserves).
Looking at the concept of General Reserves from the most inclusive perspective,
they consist of any monies that are held in reserve by the County and could be used to fill
unanticipated gaps anywhere in the budget. For presentation purposes we have taken
those resources which most closely follow this definition and combined them into what
we have labeled, General Reserves. Those reserve funds are as follows: Retirement
Contribution, Bonded Indebtedness, Employee Accrued Liability, Unreserved Fund
Balance, and Tobacco Settlement.
As shown in Chart 3, the County‟s General Reserves are projected to fall from
$284.8 million by the end of FY 2004 to $64.7 million at the end of FY 2010, illustrating
the County‟s notable use of $220 million in non-recurring reserves to pay for recurring
expenditures over the six year period since FY 2004.
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(Chart 3)
STATUS OF GENERAL RESERVES

The County will not add to its reserves in FY 2009, unless there is a budget
surplus, in which case it will partially replenish the Retirement Contribution Reserve and
the Employee Accrued Liability Reserve (termination pay). However, even if these
reserves are replenished at the end of FY 2009, they are scheduled to be substantially
depleted in 2010.
The effect of the current economic crisis would not have been as severe for the
County if it had not substantially exhausted its General Reserves during better economic
times, diminishing their availability to cushion the blow during a true “rainy day.” As
soon as possible the County should begin to replenish these reserves. In fact, the
County‟s proposed Fund Balance and Reserve Policy calls for the replenishment of its
unreserved fund balance by direct appropriation in the event that for two successive
years, the County‟s level of unreserved fund balance falls below 4% of normal
expenditures made from its General Fund and the County-wide Special Revenue Funds.
Chart 4 illustrates how the County‟s use of its reserves, combined with its
continued dependence on other non-recurring resources to ensure short-term balance, has
undermined the County‟s progress in attaining long-term structural balance. In fact,
NIFA notes that the County‟s fiscal actions began a dramatic reversal in its long-term
fiscal outlook even during a period (FY 2005 – FY 2007) of relative economic strength.
The structural deficit - the difference between recurring revenues and expenditures - has
grown in each of the previous four years from $36.8 million in FY 2005 to $122.9 million
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in FY 2008 and a projected imbalance of almost $170 million in FY 2009. This means
that the estimated structural deficit in FY 2009 is even greater than it was in FY 2001;
however, it is noteworthy that the County has projected a smaller structural deficit in FY
2010.

(Chart 4)
STRUCTURAL BALANCE TRENDS
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VII. APPENDICES

GLOSSARY
May Update – Multi-Year Financial Plan Update submitted May 1, 2009
Fund Balance – The excess of the assets of the fund over its liabilities, reserves and
carryover.
General Reserves – any monies that are held in reserve by the County and could be used
to fill unanticipated budget gaps.
Major Fund – is the term the County uses to refer to the departments that comprise its
General Fund, Fire Commission Fund, Police District Fund, Police Head Quarters Fund.
Multi-Year Financial Plan (the Plan) – The County‟s four-year projection of baseline
operating revenues and expenses and its plan for closing any projected gaps.
Out-Years – FY 2011-2013
Pay-as-you-go – A term used describe a financial policy where capital outlays are
financed from current revenues to avoid incurring costly debt financing or issuing new
debt.
proposed Budget – Fiscal Year 2010 proposed Budget submitted September 15, 2009
proposed Plan – Multi-Year Financial Plan submitted September 15, 2009
Restricted Reserves – monies held in separate accounts and usually restricted by law as
to their use.
Tax Certiorari (certs) – Grievances filed by Nassau County property owners contesting
the assessment of their properties.
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ACRONYMS
AFA - Adjunct Faculty Association
AHP - A. Holly Patterson
ARC - Assessment Review Commission
ARRA - American Recovery and Investment Act (of 2009)
Authority - Nassau County Interim Finance Authority
CON - Certificate of Need
CSEA - Civil Service Employees Association
COLA - Cost-of-Living Adjustment
CPI - Consumer Price Index
DAI - Detectives‟ Association Inc.
District - Sewer and Storm Water Resource District
DOH - Department of Health
DSH - Disproportionate share hospital
ERS - Employee Retirement System
FY - Fiscal Year
FTE - Full-time Equivalent
GFOA - Government Finance Officers Association
HEAL - Healthcare Efficiency and Affordability Law
ICR - Institutional Cost Report
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LIRR - Long Island Railroad
LPT - Loss Portfolio Transfer
MTA - Metropolitan Transit Authority
MYP - Multi-year plan
NACSLB - National Advisory Council on State & Local Budgeting
NHCC - Nassau Health Care Corporation
NUMC - Nassau University Medical Center
NCC - Nassau Community College
NCCFT - Nassau Community College Federation of Teachers
NIFA - Nassau County Interim Finance Authority
NYRA - New York Racing Association
OMB - Office of Management & Budget
OTPS - Other than Personal Services
PAYGO - Pay-as-you-go
PBA - Police Benevolent Association
PINS - Persons in Need of Supervision
PFRS - Police & Fire Retirement System
RANS - Revenue Anticipation Notes
SGIs - Smart Government Initiatives
ShOA - Sheriff Officers Association
SOA - Superior Officers Association
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SNA - Safety Net Assistance
SSWFA - Sewer and Storm Water Finance Authority
SSWRD - Sewer and Storm Water Resource District
TANF -Temporary Assistance for Needy Families
TANS -Tax Anticipation Notes
TARP - Troubled Asset Relief Program
VRDB - Variable Rate Demand Bonds

52

DETERMINING SERVICE COSTS
The County‟s proposed Budget contains approximately $2.6 billion of
expenditures and revenues, excluding interdepartmental charges and revenues. The
following table and graph present a summary of the County‟s expenditures, revenues,
headcount and relative net cost for its Major Funds in a format that is consistent with the
County‟s approach to managing its operations by vertical. Although the County provides
financial information sorted by vertical in the proposed Budget Summary book, it does
not aggregate the departmental level data into total expenditures and revenues for each
vertical. Considering that the County continues to emphasize the value of management
by vertical, beginning with the current Administration‟s submission of its first multi-year
financial plan, we feel this approach is an important final step to assess the effectiveness
and efficiency of each vertical and the coordinated efforts of inter-related programs and
departments.
From an analytical perspective, it is critical to weigh the costs of providing
services and programs prior to the commitment of resources. To facilitate this type of
decision making process we have introduced the concept of net cost and incorporated it
into the County‟s budgetary presentation of its verticals and reporting departments.

Net Cost



 Net Cost is a term used in government to identify
the difference between the total expenses the
government incurs and the total revenue it
receives in a given year.
The net cost format highlights the extent to which each department and vertical
directly consumes the government's revenues or is financed by fees, contributions, or
other revenues. Of course, not every department is going to generate revenue as many
provide oversight and/or support of and to other County departments, but it is prudent to
ascertain which operations and programs are revenue producing when considering service
cuts in a tight budget year. Although our analysis of revenues and expenditures follows
NIFA‟s historical presentation by category, we make no recommendations as to specific
cuts to programs or services. We have, however, identified potential risks and
opportunities that the County should consider as it continues to manage by vertical and
focuses on contingency planning to fulfill its commitment to “do more with less.”
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FY 2010 APPROPRIATIONS
Major Funds
ELECTED OFFICIALS
3%

NONDEPARTMENTAL*
25%

LAW ENFORCEMENT &
PUBLIC SAFETY
33%
ECONOMIC DEVELOPMENT
2%

MANAGEMENT, BUDGET &
FINANCE
4%

SHARED SERVICES
2%

PARKS, PUBLIC WORKS &
PARTNERSHIPS
4%
HEALTH & HUMAN
SERVICES
27%

FY 2010 REVENUES
Major Funds
ELECTED OFFICIALS
1%
LAW ENFORCEMENT &
PUBLIC SAFETY
29%

NONDEPARTMENTAL*
50%

HEALTH & HUMAN SERVICES
15%

PARKS, PUBLIC WORKS &
PARTNERSHIPS
1.5%

ECONOMIC DEVELOPMENT
.5%

SHARED SERVICES
0%
MANAGEMENT, BUDGET &
FINANCE
2%
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HEADCOUNT COMPARISON TABLE
FY 2010-2013
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CONTRACTUAL SERVICES BY VERTICAL AND DEPARTMENT
FY 2010-2013
CODE
VERTICAL/DEPARTMENT
FY 2010
FY 2011
FY 2012
FY 2013
ELECTED OFFICIALS
AS
ASSESSMENT DEPARTMENT
195,000
195,000
196,950
196,950
CE
COUNTY EXECUTIVE
100,361
100,361
101,365
101,365
CL
COUNTY CLERK
325,000
325,000
328,250
328,250
CO
CO-COUNTY COMPTROLLER
564,000
564,000
569,640
569,640
DA
DISTRICT ATTORNEY
1,069,040
1,069,040
1,079,730
1,079,730
EL
BOARD OF ELECTIONS
549,000
549,000
554,490
554,490
LE
COUNTY LEGISLATURE
983,453
983,453
993,288
993,288
RM
RECORDS MANAGEMENT
130,000
130,000
131,300
131,300
Subtotal
3,915,854
3,915,854
3,955,013
3,955,013
LAW ENFORCEMENT & PUBLIC SAFETY
CA
OFFICE OF CONSUMER AFFAIRS
0
0
0
0
CC
NC SHERIFF/CORRECTIONAL CENTER
23,562,957
23,562,957
24,136,087
24,712,649
EM
EMERGENCY MANAGEMENT
0
0
0
0
FC
FIRE COMMISSION
4,049,109
4,049,109
4,089,600
4,089,600
ME
MEDICAL EXAMINER
58,805
58,805
59,393
59,393
PA
PUBLIC ADMINISTRATOR
13,642
13,642
13,778
13,778
PB
PROBATION
394,500
394,500
398,445
398,445
PD
POLICE DEPARTMENT
8,701,851
8,701,851
8,788,870
8,788,870
TV
TRAFFIC & PARKING VIOLATIONS
9,643,000
9,643,000
9,739,430
9,739,430
Subtotal
46,423,864
46,423,864
47,225,603
47,802,165
HEALTH & HUMAN SERVICES
BH
MH, CHEM DEPEND & DISABLE SVCS
12,028,158
12,028,158
12,148,440
12,148,440
HE
HEALTH DEPARTMENT
1,699,532
1,699,532
1,716,527
1,716,527
HP
PHYSICALLY CHALLENGED
0
0
0
0
SC
SENIOR CITIZENS AFFAIRS
15,681,803
15,681,803
15,838,621
15,838,621
SS
SOCIAL SERVICES
13,580,300
13,580,300
13,716,103
13,716,103
VS
VETERANS SERVICES
700
700
707
707
YP
NASSAU COUNTY YOUTH BOARD
7,699,544
7,699,544
7,776,539
7,776,539
Subtotal
50,690,037
50,690,037
51,196,937
51,196,937
PARKS, PUBLIC WORKS & PARTNERSHIPS
PK
PARKS, RECREATION AND MUSEUMS
2,960,600
2,960,600
2,990,206
2,990,206
PW
PUBLIC WORKS DEPARTMENT
7,393,863
7,393,863
7,467,802
7,467,802
Subtotal
10,354,463
10,354,463
10,458,008
10,458,008
SHARED SERVICES
AC
DEPARTMENT OF INVESTIGATIONS
29,400
29,400
29,694
29,694
AT
COUNTY ATTORNEY
2,135,917
2,135,917
2,157,276
2,157,276
CF
OFFICE OF CONSTITUENT AFFAIRS
3,000
3,000
3,030
3,030
CS
CIVIL SERVICE
21,000
21,000
21,210
21,210
HR
COMMISSION ON HUMAN RIGHTS
15,000
15,000
15,150
15,150
LR
OFFICE OF LABOR RELATIONS
503,294
503,294
508,327
508,327
PE
DEPARTMENT OF HUMAN RESOURCES
60,000
60,000
60,600
60,600
RE
OFFICE OF REAL ESTATE SERVICES
106,232
106,232
107,294
107,294
Subtotal
2,873,843
2,873,843
2,902,581
2,902,581
MANAGEMENT, BUDGET & FINANCE
AR
ASSESSMENT REVIEW COMMISSION
1,479,000
1,479,000
1,493,790
1,493,790
BU
OFFICE OF MANAGEMENT AND BUDGET
1,590,932
1,590,932
1,606,841
1,606,841
IT
INFORMATION TECHNOLOGY
9,473,706
9,473,706
9,568,443
9,568,443
PR
PURCHASING DEPARTMENT
1,500
1,500
1,515
1,515
TR
COUNTY TREASURER
54,490
54,490
55,035
55,035
Subtotal
12,599,628
12,599,628
12,725,624
12,725,624
ECONOMIC DEVELOPMENT
HI
HOUSING & INTERGOVERNMENTAL AFFAIRS
1,000,000
1,000,000
1,010,000
1,010,000
MA
OFFICE OF MINORITY AFFAIRS
62,500
62,500
63,125
63,125
PL
PLANNING
75,150
75,150
75,902
75,902
SA
COORDINATING AGENCY FOR SPANISH AMERICANS30,600
30,600
30,906
30,906
Subtotal
1,168,250
1,168,250
1,179,933
1,179,933
GRAND TOTAL
128,025,939 128,025,939 129,643,698 130,220,261
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SUMMARY OF COUNTY RESERVES
General Reserves

Year
YE 2004

Retirement
Bonded
Employee
Contribution Indebtedness Accrued

Restricted Reserves

Unreserved
Fund
Tobacco
Tobacco
Balance
Settlement Sub-Total Borrowing

SSWRD

SSWFA Sub-Total

Total

$79.8

$25.0

$28.9

$90.5

$60.6

$284.8

$0.0

$32.4

$60.9

$93.3

$378.1

2005 Uses
2005 Contributions
YE 2005

($35.0)
$24.8
$69.6

$0.0
$0.7
$25.7

($7.5)
$0.0
$21.4

$0.0
$0.0
$90.5

($22.3)
$0.0
$38.3

($64.8)
$25.5
$245.5

$0.0
$0.0
$0.0

$0.0
$30.5
$62.9

($11.5)
$0.0
$49.4

($11.5)
$30.5
$112.3

($76.3)
$56.0
$357.8

2006 Uses
2006 Contributions
YE 2006

($34.2)
$16.0
$51.4

($10.9)
$0.0
$14.8

($1.3)
$1.3
$21.4

($13.4)
$27.0
$104.1

($23.0)
$21.2
$36.5

($82.8)
$65.5
$228.2

($10.3)
$125.9
$115.6

$0.0
$58.8
$121.7

($53.3)
$23.7
$19.8

($63.6)
$208.4
$257.1

($146.4)
$273.9
$485.3

2007 Uses
2007 Contributions
YE 2007

($26.4)
$0.0
$25.0

($14.8)
$0.0
($0.0)

($6.3)
$0.0
$15.1

($38.1)
$23.8
$89.8

($23.6)
$24.6
$37.5

($109.2)
$48.4
$167.4

($10.5)
$4.7
$109.8

$0.0
$40.2
$161.9

($0.7)
$0.0
$19.1

($11.2)
$44.9
$290.8

($120.4)
$93.3
$458.2

2008 Uses
2008 Contributions
YE 2008

($24.5)
$0.0
$0.5

$0.0
$0.0
($0.0)

($0.8)
$0.0
$14.3

($17.9)
$2.1
$74.0

($23.0)
$0.7
$15.2

($66.2)
$2.8
$104.0

($51.4)
$2.4
$60.8

($27.3)
$0.0
$134.6

$0.0
$10.1
$29.2

($78.7)
$12.5
$224.6

($144.9)
$15.3
$328.6

2009 Uses
2009 Contributions
YE 2009

($0.5)
$13.0
$13.0

$0.0
$0.0
($0.0)

($11.0)
$11.0
$14.3

($12.6)
$0.0
$61.4

($15.3)
$0.1
$0.0

($39.4)
$24.1
$88.7

($29.0)
$0.3
$32.1

($45.1)
$0.0
$89.5

($5.4)
$0.0
$23.8

($79.5)
$0.3
$145.4

($118.9)
$24.4
$234.1

2010 Uses
2010 Contributions
YE 2010

($13.0)
$0.0
($0.0)

$0.0
$0.0
($0.0)

($11.0)
$0.0
$3.3

$0.0
$0.0
$61.4

$0.0
$0.0
$0.0

($24.0)
$0.0
$64.7

($16.7)
$0.0
$15.4

($27.9)
$0.0
$61.6

$0.0
$1.1
$24.9

($44.6)
$1.1
$101.9

($68.6)
$1.1
$166.6

2011 Uses
2011 Contributions
YE 2011

$0.0
$0.0
($0.0)

$0.0
$0.0
($0.0)

$0.0
$0.0
$3.3

$0.0
$0.0
$61.4

$0.0
$0.0
$0.0

$0.0
$0.0
$64.7

($14.9)
$0.0
$0.5

($25.3)
$0.0
$36.3

$0.0
$1.0
$25.9

($40.2)
$1.0
$62.7

($40.2)
$1.0
$127.4

2012 Uses
2012 Contributions
YE 2012

$0.0
$0.0
($0.0)

$0.0
$0.0
($0.0)

$0.0
$0.0
$3.3

$0.0
$0.0
$61.4

$0.0
$0.0
$0.0

$0.0
$0.0
$64.7

$0.0
$0.0
$0.5

($27.7)
$0.0
$8.6

$0.0
$2.0
$27.9

($27.7)
$2.0
$37.0

($27.7)
$2.0
$101.7

2013 Uses
2013 Contributions
YE 2013

$0.0
$0.0
($0.0)

$0.0
$0.0
($0.0)

$0.0
$0.0
$3.3

$0.0
$0.0
$61.4

$0.0
$0.0
$0.0

$0.0
$0.0
$64.7

$0.0
$0.0
$0.5

($8.6)
$0.0
($0.0)

$0.0
$0.0
$27.9

($8.6)
$0.0
$28.4

($8.6)
$0.0
$93.1

58

GROWTH RATE ASSUMPTIONS IN MAJOR FUNDS
Expense/Revenue
Category

FY 2009-12
Plan

FY 2010-13
Plan

Variable

Variable

FY 2010- FY 2013 Plan Explanations

Expenditures
Wages
Non-Police Pension
Police Pension

7.8%, 9%,9%
15.6, 16.2%, 16.1%

Terms of existing contracts

11.7%, 12.4% 12.4% State Comptroller‟s effective rate
17.6%, 20.5%, 20.4%

State Comptroller‟s effective rate

Health Ins. – Active

8%,6.5%,6.5%

3.5%, 3.5%, 3.5% State Comptroller‟s effective rate

Health Ins. – Retirees

8%,6.5%,6.5%

3.5%, 3.5%, 3.5% State Comptroller‟s effective rate

OTPS
Utilities
Utilities – Light &
Power
Utilities – Brokered
Gas

1.25%
3%, 3%, 3%

Utilities – Trigen
Utilities - Fuel
Utilities - Water
Utilities - Telephone
Medicaid
Social Services
Entitlements
Special Education

Variable

Commitment to contain admin expenses
For 2011-2013, based on U.S. Department of
Energy estimates
For 2011-2013, based on U.S. Department of
1.1%, 2%, 2% Energy estimates
For 2011-2013, based on U.S. Department of
7%, 3%, 2.4% Energy estimates
For 2011-2013, based on U.S. Department of
4.7%, 2.8%, 2.6% Energy estimates
For 2011-2013, based on U.S. Department of
4.2%, 1%, 1% Energy estimates
For 2011-2013, based on U.S. Department of
2.3%, 2.5%, 2.7% Energy estimates
For 2011-2013 respectively, Negotiations
0%, 0%, 0% with vendor

Capped

Capped

2.8%

1%, 0%, 1%

2.7%

Based on approved State Medicaid cap
Most current caseload information

2.7%, 2.7%, 2.7% Most current caseload information

Revenues
State Aid

Variable

Variable

Based upon reimbursement formula

Federal Aid

Variable

Variable

Based upon reimbursement formula

Sales Tax
Property Tax

2.5%-3.5%
3.7% in 2009,
0% in 2010-12

3.9%, 3.9%, 3.9%

1.75% in „10, 3.9% in „11, 3.9% in „12-„13

None

No property tax increase in the baseline
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