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Presenter
Presentation Notes
 

	Good morning.



	Today I am reporting on the performance of the FY2009 General Fund for the midyear period December 1, 2008 through May 31, 2009.  I will also provide the Finance Department’s initial revisit of FY2009 and FY2010 revenues.  These are very preliminary and incomplete, and will be subject to many revisions, but they may provide some guidance as we enter the FY2010 budget process.



	Please note that pursuant to the County’s transparency goals and objectives, previous 2009 reports –the 2008 General Fund Review and 2009 Plan, and the 2009 General Fund 1st Quarter Update – are available on the County’s website.  Please go to the Citizen’s Quick link, 2009 County Budget or go to the Finance Department site.  Because these reports are now generally available to the public, this and subsequent reports will seek to minimize recapping previous information.  The Midyear Update should be online within two weeks.
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Presentation Notes
Slide 1 shows the monthly cash flow and interplay between expenditures (including  interfund transfers) and revenues, and subsequent impact on the Fund’s cash balance.  General Fund transfer activity to the Capital Improvements Fund are also highlighted, as this too impacts the cash balance.



General Fund activity through May followed the long established pattern for the first half of the county fiscal year: expenditures exceeded revenues, drawing down the cash balance.  In FY2009, however, the $13.6 million drawdown was, on a percentage basis (29%), half that of previous years (which averaged over 56%).  This was due to the smoothing effect of additional sales tax income being receipted monthly throughout the year.  The cash balance will recover in the second half of the fiscal year, when property taxes are receipted.
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Comparison of actual to projected expenditures reveals that aggregate spending was on target throughout the first six months of the fiscal year, actually coming in $1.1 million, or 1.3% under estimated spending levels. Full time headcount averaged 1,544 for the period compared to the budgeted 1,619. (The original budget total was 1,604 and 15 were added to Sheriff’s budget in March to implement various strategic issues.) Payroll, including overtime, has run a bit over projections through May, although there are signs this may be abating.  Health insurance costs have consistently run higher than projected throughout the first 6 months: through May, health insurance was more than $613 thousand over expected cost levels.



These higher than projected personnel costs have been offset by lower than projected expenditures in commodities, contractual, and capital.  Interfund transfer requirements have also been less than expected.  Finally, General Fund transfer activity to the Capital Improvements Fund has not been as great as originally projected.
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	Slide 3 compares receipted revenue to projected levels for each month between December and May. Through April, cumulative revenue of $63 million exceeded projections of nearly $62 million by almost $1.1 million – a somewhat surprising result given the general state of the economy.  During the period, revenues from various elected officials – particularly the Circuit Clerk- and from property tax late payments and delinquency sales more than offset mediocre or sub par sales tax, income tax distributions, Recorder income, and other revenues. 

	Unfortunately, May was a different story: actual revenues of $9.2 million came in $4.3 million under the projected $13.5 million.  Sales tax receipts of $5 million came in $1.5 million under projections – worse than the 5 previous months combined (of which most loss occurred in March and reflected poor Christmas sales).  Income taxes came in $810 thousand less than expected – also worse than the previous 5 months put together.  Every major revenue category except property taxes, which are virtually non-existent in May, was significantly less than had been expected.

	Analysis indicates three main reasons for the disparity between estimate and actual in May.

Delay in state payments. An income tax distribution of $773 thousand was held by the state, and reimbursements for probation officers and other salaries, as well as for Child Support activities was either very small or non-existent.  Delays totaled at least $1 million of the shortfall.

Although we had anticipated the recession (now 18 months in duration) to go into FY2009, we estimated turnaround beginning in May.  Sales taxes show that this did not happen.  We also anticipated that Recorder income would pick up beginning April, reflecting higher recordations and home sales activity.  Recordations and sales did show some up tick in April, but not as much as anticipated, and growth was not sustained in May.  These items accounted for an estimated $1.9 million difference between actual and projected.

Finally, projected levels for other revenues were based on historic trends, and subject to normal variances.  Also, changes in certain policies implemented in March impacted Circuit Clerk income, although this would not have been great enough to explain the entire difference.
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Slide 4 parses the information of the previous slide into a Quarterly bar graph format.  The graph clearly shows the revenue shortfall was in the second quarter.  FY2009 revenue through May came in $3.2 million, or 4.2% below what was anticipated – disappointing, but by no means overwhelming or signaling major revenue failure.



It is worth noting that revenues for the first half of 2009 were $13.7 million, or 23.4% above those for the first half of 2008.


S
General Fund

Midyear Comparison
Actual vs. Projected

($ in Millions)

$90 $84.5

$75.5

$83.4
$80 -

$70 -
$60 -

$50 -

$40 -

$31.6 $32.0

$30 -
$20 -

$10 - $2 $3.7
$O _| | | ——

Expenditures Revenue Cap | Transfers Cash Balance

B Projected

*Please note numbers have been rounded* Slide 5


Presenter
Presentation Notes
	Revenues totaling $72.3 million came in $3.2 million below projections.  However, because spending was $1.1 million below projected levels and  transfers to the Capital Improvements Fund were $1.7 million below plan, the May ending cash balance of $31.6 million was only $400 thousand, or 1.3%, below the projected $32 million.  



	Despite May’s poor revenue results, the cash balance was still 98.7% of projected levels. The May ending cash balance was above the minimum level stipulated in the County’s budget and fiscal policies. The balance was $17.5 million or nearly 81% higher than the midyear 2008 cash balance.



	 In summary, the first six months have generally followed the 2009 cash plan, although a weak May performance resulted in the General Fund being just shy of the estimated cash balance target.
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	The County’s General Fund relies heavily upon economic based revenues. Sales taxes alone are projected to account for 50% of General Fund revenues.  Annual fund growth is normally driven by natural revenue growth, which is due mainly to sales taxes. The recession has impacted all major County economic revenues: sales taxes, Recorder income for real estate transactions, and state income tax distributions.



	Year to date through May, sales taxes receipted by the County totaled somewhat more than $38 million. This was $2.6 million, or 6.4% under projections.  As previously noted, over half of this shortfall occurred in May alone, and most of the rest was due to weak Christmas sales.  Assumption of sales turnaround in May was premature, but the tax reflected February sales activity –not only a short month, but probably also the most depressed spending month of the recessionary period.  Preliminary June data suggests higher sales tax receipts than May.



	Receipted income tax distributions of $4.1 million through May were $1 million under projections.  However, of this amount, $773 thousand was deferred state spending: the amount had been voucher posted by the state comptroller since April.  Net of the payment lag, the shortfall would have been $276 thousand (4%).  The deferred payment was received in early June.



	Recorder income of $2 million was 2/3’s of what was anticipated.  The bulk of this shortfall –over $800 thousand – occurred in the April – May period.  The FY2009 cash flow plan called for Recorder activity and income to pick up beginning in April and this did happen: April income of $500 thousand was twice that of the previous month.  However, this was not as much as projected and, more importantly, was not sustained in May.  Recordations have rebounded significantly, but most of these have apparently been for home refinancing, with no transfer stamp fee income accruing. 
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Although economic revenues have under performed through midyear 2009, the County is still far ahead of the FY2008 midpoint.  This is due to passage of the additional ¼ cent sales tax which began flowing to the County last July.  Sales tax receipts through May are $17.8 million over the corresponding period in 2008.  On the other hand, Recorder income and income tax distributions are both less than received during the same period last year.  Recorder income in May 2008 was already reflecting a rapidly deteriorating housing market.  Income tax distributions last year through May were strong, and May 2008 was a double distribution month.

All told, economic revenues came in $14.6 million higher than the corresponding midyear 2008 timeframe, and speaks to the value of having a major revenue source annualize in the face of an economic downturn.
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Per request of County Chairman Schillerstrom and the Finance Committee,  I am providing an initial revisit of 2009 General Fund revenues as well as revenues for fiscal year 2010.  These of course are very preliminary.  Finance will first be receiving departmental revenue details on fee estimates over the next several weeks.  From a broader perspective, the next two quarters will be the critical quarters in determining, for purposes of FY2010 budget development, whether, and to what extent, recovery assumptions come into play.  In this snapshot, we do assume a recovery, which is consistent with previous budget assumptions.



The stacked bar graphs in Slide 8 provide 2008 actual revenue as an historic context, and give a breakout of original FY2009 revenue assumptions.  The bar showing preliminary revised FY2009 revenues reflects the operating assumption that even if recovery begins in the second half of this year,  the losses of the first half will likely not be recouped (state payment lags aside).  Thus, even given a modest second half recovery, revenues will come $5-6 million under the $175.7 million originally assumed in the FY2009 budget.  In particular, sales taxes project at $4.3 million less than the $87.3 million of the budget, while Recorder income will be nearly $3 million less than estimated.  Income tax distribution will be closer to $8 million rather than the $9.1 million originally assumed.  On the other hand, total property taxes should still reflect the $700 thousand additional due to delinquency sales and late payments.  Through May, Circuit Clerk income was $2.2 million higher than estimated, and this is assumed for the remainder of the year.



Lower FY2009 income does not mean a deficit year: the end year cash balance projection of $37.2 million  is not changed. Given both trends and historic lapse estimates, spending (including interfund transfers) will likely come in $2.6 million to $5 million under projections.  Full spending of the Capital Improvement Fund is still assumed.  Finance recommends that decisions regarding bond issuance utilizing General Fund monies be deferred until the 4th Quarter. This alone would free up an additional $3 million, on top of lower operational spending.  The FY2009 budget had called for debt service set asides of $1 million per month beginning June 2009 to fund elements of DuPage 2013.  



The FY2010 initial revenue analysis basically assumes 4% sales tax growth on top of the revised $83 million FY2009 base.  It also assumes some modest recovery in housing sales and income tax distributions. No property tax increase is assumed.  In effect, recovery is likely to bring revenues back up to the level (give or take $1 million) assumed in the 2009 budget.  Budget requests and general pressures likely will exceed estimated revenues: known larger pressures are IMRF (increasing to make up asset losses incurred in 2008), County health insurance costs, and various annualizations.  No doubt there will be other pressures. The Chairman’s budget recommendation will, of course, be a cash balanced one.
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Observations and Conclusions



Despite a bad revenue month in May, the General Fund finished the first 6 months of FY2009 within 1.3%  of its cash balance target.  Spending is slightly under projections, and the only persistent budget pressure is health insurance.  June already looks to be a far brighter month:  as of the 18th June non -property tax revenue of $10.3 million is already $1 million more than all of May.  June spending appears to be well under projections. 



The initial recasts of 2009 and 2010 must be viewed as very preliminary snapshots: the only certainty is that the numbers will change several times during FY2010 budget development.  At this point, the General Fund 2009 ending cash balance is still anticipated to be the $37.2 million originally projected.  Ability to manage and control spending will equalize revenue loss.  The initial analyses do raise caution flags, and emphasize that the key in next year’s budget will be controlling competing costs and pressures.



The General Fund’s situation in FY2009 is about as good as could reasonably be expected: the cash balance is very solid, revenue is actually increasing in the face of a bad economy, and the County Board built additional spending controls into the budget.  Given its capacity as an economic engine, its sector diversity, skill and educational levels, and finally its geographic location, the county as a whole is also well situated to rebound.



The big black cloud to this silver lining is the State crisis.  Comptroller Hyne’s statement - noted in the February 10 Report – that the state could be “virtually insolvent” by 2010 appears prophetic.  There could be direct impacts of state financial failure: loss or significant reductions of reimbursement to Probation and Youth Home, hits to Medicaid rates, significant lags in revenue distributions.  But the indirect impacts may be even greater: state human services cuts of 50% or even total elimination, as well as payment delays of 6 -9 months have been threatened. Such impacts would create significant new pressures on the County to sustain services.
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