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Good Morning 
Today’s presentation covers two topics:
How the General Fund budget and cash balance fared in FY08
An overview of the General Fund FY09 budget with discussion of pertinent issues
     The General Fund is the centerpiece of the County budget.  It is the County’s chief operating fund and primary funding source for: public safety; community and human services operations; general government such as Treasurer, Recorder, Clerk; and agency support functions including IT, Facility Maintenance, Human Resources, and Finance.  Setting aside programs controlled by boards other than the County Board, nearly 2/3’s of all County staff is General Fund funded.  Many other large and critical programs, including Convalescent Center, Stormwater, and EDP receive significant General Fund dollars.  Rating agencies and financial institutions focus on the status of the General Fund to gauge the County’s fiscal health.
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     Probably few remember that the original FY08 General Fund budget, passed November 30, 2007 envisioned deep and wide-ranging operational cuts, including up to 234 layoffs.  The passage of PA95-0708 provided the County an additional ¼ cent sales tax, adding a large and ongoing revenue source.  The County Board rescinded the layoffs and most cuts, passing a modified FY08 General Fund budget of $150 million – an increase of $18million over the original budget – based on revised revenue estimates of $151 million.  The revenues and spending displayed in Slide 1 reflect the additional sales tax and the Board’s actions last April. 
Revenues
     General Fund revenues deposited during the fiscal year totaled just under  $153  million.  Sales tax totaled $59.7 million with $18.1 million coming from partial year collections of the additional ¼ cent.  It should be noted that the sales tax deposited in the General Fund is net of $2.1 million diverted for Drainage bonds debt service. Income tax distributions of $9.5 million reflected an additional cash deposit in FY08.  This state revenue sharing program is formula based on the County’s unincorporated area population.
          $27.6 million in General Fund property tax includes both receipts for the taxes extended in FY08 (the FY07 levy) and approximately $5 million in tax sales, penalty and  interest for prior year delinquencies. The $22.9 million levy extended for collection in FY08 reflected a $1 million abatement for tax relief passed by the County Board.  Earnings attributed to certain Elected Officials (Circuit Clerk, Recorder, Sheriff, and County Clerk) totaled $36 million during FY08.  The final category, Other Revenues, represents various types of revenues from a host of sources, including, but not limited to, State’s Attorney fees and fines, franchise fees, personal property replacement taxes, inheritance taxes, state reimbursements, and indirect cost charges.
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FY08 Expenditures vs Revenue by Quarter
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Spending
      Cash spending reflects expenditure and transfer disbursements occurring within the 12 month fiscal year (December through the following November), regardless of fiscal year appropriation.  Normally, 93-95% of fiscal year appropriations are actually disbursed during the 12 month period;  remaining fiscal year obligations are expended during a statutorily authorized “lapse period”.
      FY2008 cash spending totaled $141.2 million.  Personnel, the largest single spending category, totaled $90.6 million, 63% of General Fund  spending.  This spending category includes  salaries, overtime, health insurance, and accrued benefit payouts for vacation, sick, and retention.  Personnel costs covered an average of 1,477 full time staff as well as part time and temporary staff in FY08. Contractual services of $30 million include: utilities; legal and other professional services; jail inmate medical; and repair and maintenance costs.  Contractual also includes subsidies paid into IMRF pension and Social Security funds.  If these directly related items were added, General Fund personnel costs would be nearly $100 million, or 70% of total General Fund  spending.
     Commodities costs of $5 million include inmate food services, office supplies, and smaller items.  Bond and Debt of $3.8 million covered debt service for the jail and voter equipment.  Transfers of $8.1 million were provided to various operational areas such as Stormwater, Transportation, Drug and Mental Health Court, Convalescent Center, the Tort Fund in order to meet certain outstanding claims settlements, and transfers to repay outstanding interfund loans.
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General Fund Performance Comparison Summary 
FY07 vs FY08
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How did FY08 compare to the previous fiscal year? 
     Cash spending increased very little (2.2% or $2.9 million) over FY07, even with the additional  $18 million added and restoration of 234 full-time headcount (plus 3 additional positions).  Headcount began to drop significantly near the end of FY07 in anticipation of large FY08 cuts – employees left for other employment or retired, and departments did not refill.  This situation  continued into March 2008, when full-time on board headcount stood at 1,444.  Department hiring to replace vacancies lagged behind projections, not going over 1,500 until the 4th quarter.   Budgeted FY08 General Fund full-time headcount after restoration was 1,564 compared to the original FY08 budgeted 1,327.  Further, issues pertaining to FY08 salary augmentation for sworn law enforcement employees was not finalized until the FY09 budget was adopted, pushing retroactive adjustments into the lapse period.  Lower than anticipated IMRF and Social Security costs followed the lagging headcount. Capital spending also lagged for most of the year, and transfers came in about $2.3 million less than anticipated.
      Revenue came in $12.3 million higher than FY07. This reflected partial year receipts of $18.1 million from the additional sales taxes .  However,  FY07 marked the last receipt of $15 million in transfers from the Water Commission.  Increased property taxes, income tax distributions, Elected Official earnings – especially Circuit Clerk - all contributed to the General Fund revenue increase over FY07.  FY08 revenues came in $1.9million more than the budget had anticipated.   
      Finally, FY08 revenues were about $11.8 million over FY08 spending, resulting in the FY08  cash balance increasing from just under $33 million in FY07  to somewhat more than $44.7 million at the end of FY08.
      In summary, FY08 was a remarkable year – the County achieved stability with a permanent revenue source large enough to meet operational needs, and ended with a cash balance strong enough to utilize surpluses for capital improvements.  Further, the County’s FY09 revenue will grow even in the midst of a deep recession, as the sales tax annualizes to a full year. 
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      Now to the FY09 General Fund budget.  Cash revenues of $175.7million balance cash spending of $175.7 million (also matching the FY09 appropriations and transfer total).
Revenues�      The pie chart reveals the increasing role of sales tax in the revenue picture.  Sales taxes will make up half of the total General Fund revenues in FY09, due to annualization of the additional ¼ cent sales tax.  Sales tax increases $27.6 million over FY08.  The General Fund property tax levy was held at the reduced prior year level, and growth is due to assumptions about collection levels, tax sales, penalty and interest.  Elected Officials income of $32.2 million reflects Recorder estimates that Real Estate transactions will be less than traditional levels, and Circuit Clerk fees bond forfeiture deposits are reduced.  Income tax distributions are reduced $.4 million, anticipating recessionary impacts on personal and corporate income. Other Revenues reflect lower expectations in a variety of areas, including interest earnings, personal property tax replacements, and state reimbursements.
Spending
      Cash spending assumes $100.3 million in personnel costs based on a budgeted full-time headcount of 1,604, a 40 person increase over FY08’s budgeted headcount. Most of the additional headcount are to implement strategic initiatives adopted in the budget.  Headcount has been growing steadily since the 4th quarter of FY08 and stood at 1,530 full time on board at the end of January.  The budget also included a 1.5% wage increase and 2% average Merit increase.  Equity adjustments for sworn law enforcement personnel and for State’s attorneys were budgeted  and are in effect.  Strategic initiative programs also added to contractual, commodities and operations transfers to EDP and Stormwater.
      The FY09 budget includes the framework for DuPage 2013, a comprehensive 5year $220 million capital program.  DuPage 2013 envisions large-scale regional transportation projects and vital campus infrastructure improvements. The budget did not include a bond ordinance for DuPage 2013: this will require separate County Board action.  The budget did set aside $6 million for debt service should bonds be issued.  Bond issuance will depend on many factors, including the ability to sell bonds yielding sufficient project monies at reasonable rates, and a determination that foreseeable revenues can sustain annual debt payments of up to $12 million  
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      Slide 5 is perhaps the most interesting and important chart in this presentation.  It shows the significant impact of the additional sales tax on General Fund revenues, but also reveals recessionary issues.
       FY09 projects the 12 month cash impact of the additional ¼  cent sales tax. In the face of the 2008 national economic collapse, the County Board revisited sales tax estimates, resulting in those estimates being reduced $5million from initially proposed levels (which themselves had been reduced from normal growth estimates  to reflect recessionary pressures). In fact, sales tax did come in $5 million under the FY08 budget projection.  Even taking this into account, FY09 sales taxes will still be more than double FY07 tax receipts.  This is the result of two factors; the additional ¼ cent tax includes food and drugs, and is not reduced for debt service prior to deposit into the General Fund.  
      The chart also shows that Recorder income – based primarily on recording fees and real estate transfer taxes - has declined over time.  The period FY03-04 reflected greatly increased activity for financing and refinancing when rates were at historic lows.  Recorder income began to decrease in FY07, dropping significantly in FY08, mirroring the status of the housing and commercial real estate market.  The FY09 budget foresees improvement, although not a return to pre-recession levels.  Anecdotal evidence suggests that due to lower rates demand for refinancing and home purchases should result  in some turn-around beginning in April.
      Income tax distributions form the 3rd main economic-based revenue source.  FY08 receipts confirm that this is a lagging indicator.  FY09 anticipates a decline, as reductions in state-wide income earnings are realized. It is important to note that the actual flow of money from this source is subject to state cash flow issues and refund reserve requirements.  
      Since FY03, the significance of these 3 revenue sources as a portion of the General Fund has grown from under 40% to a projected 59% in FY09.  This is a transformation of strategic import, increasing County government’s fiscal stake in maintaining a vital and growing economic base. The County must also pay increasing vigilance to changing demographic factors.



FY09 General Fund Spending Plan Cash Basis Walk 
($ in Millions)
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Cash Balance, Nov. 30, 2008 $44.7 Includes $4M in Strategic Revenue 
set aside as a sub fund

Capital Improvements Fund (7.5) Transfers during FY09 based on declared
FY08 cash surplus

Adjusted Cash Balance 37.2

Estimated Receipted Revenue 175.7 Receipted and deposited between
Dec. 1 2008 through Nov. 30 2009

Prior Year Lapse Period Spending (10.3) Spending from FY08 appropriations
occuring in FY09

Current Budget Year (165.4) FY09 appropriation spending/transfers
12 Month Spending during Dec - Nov period

Estimated Cash Balance, Nov. 30 2009 $37.2
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Here is an overview walking of Cash Balance from FY08 through FY09

      The Nov 30, 2008 General Fund cash balance was $44.7 million.  Of this,$7.5 million was set aside to provide for capital projects on a pay-go basis.  The Capital Improvements Fund was a result of the County’s FY08 cash balance growth, resulting in levels well above those set in its financial policies.  (Please note, that the $7.5 million will be transferred on a scheduled basis throughout FY09.)
      At the same time, and consistent with budget goals set in FY08, a Strategic Reserve of $4 million was created within the General Fund.  This reserve will be accessed only by express County Board approval in an economic or other emergency.
      Cash spending, made up of $10.3 million in FY08 Lapse spending and $165.4 million FY09 appropriation spending and transfers, will balance the estimated $175.7 million in revenues.  Thus, adjusted for the declared FY08 cash surplus, the General Fund will be balanced.



General Fund FY09 
Projected Revenues & Cash Balance by Quarter 
Expenditures do not include Capital Improvement fund $7.5M

 Expenditures vs Revenue by Quarter
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      In this slide, FY09 spending and revenue is displayed on a quarterly basis.  In general, the relationship over the course of the year follows traditional lines: spending through the first half of the fiscal year exceeds revenue, while revenue – due to property taxes – exceeds spending in the second half of the year.

      However, unlike most years, cash spending in the first half of the year will be less than second half spending.  This is due primarily to assumptions about financing DuPage 2013.  For purposes of cash flow analysis, debt issuance is assumed, with debt service beginning June 2009 at $1 million per month from the General Fund going into a debt service account.  



General Fund FY09 Projected Expenditures Revenues & 
Cash Balance by Month 
Cash Balance adjusted for Cap I Transfers $7.5M

FY09 Projected Summary by Month
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        Slide 8 illustrates the interplay between projected spending, revenue and cash balances on a monthly basis throughout FY09.  The chart also provides the projected schedule of transfers for the Capital Improvement Fund, which will also impact the General Fund cash balance.
       As noted in the previous slide, spending in the second half of FY09 will be higher than in the first half.  On the other hand, revenue income in the second half will also be higher than in the first half for FY09, and in fact will be significantly higher than spending.  Receipt of property taxes occurs in the second half of FY09, as shown by the 2 large spikes in June and September.  Sales tax and Recorder revenue are also projected to be higher in the second half of FY09.
       If revenues do not perform as expected and the economy further declines, the $6 million set aside for DuPage 2013 could serve as a hedge to lower spending pressures through delay of the program or capitalization of bond costs.  The County has also maintained a larger than normal contingency appropriation to help absorb revenue loss.
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Summary and Conclusions:
                 The County is not immune from the impacts of the current recession.  Economic based revenues such as Sales Tax have underperformed projection. One particularly telling statistic: car sales in DuPage dropped over 22 thousand (10.7%) last year, and 33 thousand (15.3%) over the last two years. Unemployment in the County has increased from 3.8% December 2007 to 5.4% December past.  Nevertheless, the County retains strengths: although it grew,  December unemployment in DuPage is well below the state average of 7.6% the and national average of 7.2%.  The local economy is diverse and well-positioned to recover. 

                   The County ended F08 in a solid financial position and revenue will be expanding in the face of a recession.  The County’s starting FY09 cash position is the strongest since the end of 1998.

	          The County budget not only meets normal operational requirements, but provides additional funding to begin implementing initiatives to meet issues identified in the Strategic Plan.

                One final cautionary note concerns the potential adverse impact of the State’s poor financial position, which continues to deteriorate.  State Comptroller Hynes has indicated the State faces “an unprecedented budgetary challenge in FY2010” and without major cash infusions will be ” virtually insolvent”.

                  State reimbursements for Probation and Youth Home have been in excess of 5 months in arrears, and income tax distributions have been delayed.  County leadership must be careful that the cash infusions of which Hynes speaks do not come at County expense.            
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