MARK C. POLONCARZ

CoOUNTY EXECUTIVE

July 15, 2025

Erie County Legislature
92 Franklin Street
Buffalo, NY 14202

Re: May 2025 Budget Monitoring Report
Dear Honorable Members:

Please find attached the Budget Monitoring Report (BMR) for the period ending May 31, 2025.
Additionally, please see a position vacancy report as of May 31, 2025.

The BMR shows that for the first five (5) months of 2025 the County has a $20,074,727 positive
variance and can be attributed to several key factors.

Despite very modest growth in May sales tax receipts (0.21% or $126,922 growth versus May
2024), with overall growth at 4.92% or $12.1 million versus the same period of 2024. This has also resulted
in a positive budget variance of $6.6 million which is a significant contributor to our overall positive
variance for May 2025.

As was alluded to last month, we have completed the State’s next quarterly (NYS 2" Cash Quarter
of May —July} reconciliation period. While sales tax receipts have still remained positive and | am confident
it will remain a source of positive variance at year-end (versus a shortfall to be addressed like last year),
sales tax receipts over the past quarter have softened to 1.36% growth with the majority of our current
year-to-date growth (5.1% or $13.6 million) a lingering result of the uniquely positive NYS 1 Cash Quarter
reconciliation | informed your Honorable Body of back in April. As always, we will continue to closely
monitor sales tax receipts for trends, especially as we get closer to preparing for the 2026 Budget.

Also, on the positive, Interest Earnings revenue shows a positive variance of over $4.4 million for
the period and | believe it is likely we will exceed our annual budgeted amount of $10 million (current
actuals of $8.6 million) by June’s closing. While we should expect Interest Earnings to continue to be a
significant source of overall positive variance within the 2025 Adopted Budget, reduced cash available for
investments as appropriated funds are expended coupled with reduced interest rates will reduce overall
earnings compared to the past few years. At this point, we should expect an overall surplus at year-end
in the $8-10 million range whereas we ended 2024 with nearly double the surplus at $17.1 million.
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Additionally, the County has realized $4.4 million in county-share savings for the period on total
personnel related costs which can be mostly attributed to vacancy savings. This is despite the nearly S1.6
million negative variance in overtime expenses, almost exclusively within the Sheriff's Police Services
Division, which has expended nearly two-thirds of their annual budget ($3.6 million expended of $6.1
million budgeted) through the first five months (42%) of the year. Other notable departments
demonstrating negative overtime trends through May include: the Sheriff’s Jail Management Division by
$690,098, Clerk’s Auto Bureau by $110,231, Youth Detention by $61,670, Health Division by $64,482,
Buildings & Grounds by $50,821, Emergency Medical Services Division by $45,209, Probation by 527,184
and Clerk’s Registrar by $21,558.

Specifically, both divisions of the Clerk’s Office have already exceeded their annual overtime
budgets through May (Auto Bureau $151,421 actuals vs $100,000 budgeted / Registrar $25,677 actuals vs
$10,000 budgeted).

As noted previously, we have exceeded our Disproportionate Share Hospital (DSH) payment
budget of $35.3 million by nearly $5 million after a late February payment of $40.2 million. This is,
however, only temporary as we expect a net credit of $6.7 million due back later this year to reconcile
prior period over payments related to SFY 2021-22 and 2022-23. We also received a $5.3 million related
to the 6.2% eFMAP credit the County should have (but did not) receive as part of several early 2020 inter-
governmental transfer (IGT) payments made to Erie County Medical Center. The resultant positive
variance will be noted in the appropriate future BMR after the refund is received.

Additionally, as a result of the Legislature’s removal of the Clerk’s Office Budget Book Resolution
seeking certification of $1.6 million in expenses related to the collection of mortgage tax required by New
York State, the County is unable to withhold any revenues for its own purposes and must, instead, remit
all collections to the NFTA, SONYMA and the various local municipalities proportionately. Despite the
Legislature, subsequently, adopting INTRO 5-8 (2025), which certified $672,302 in mortgage tax collection
expenses and thus allowing for the retention of a like amount, the Clerk’s Office has, thus far, declined to
withhold any mortgage tax revenues, which would result in a year-end negative variance of $1.6 million.

| think it is also important to note that despite the early positive variance, we continue to be
concerned about the potential costs associated with further federal aid cuts including those as part of the
Concurrent Resolution on the Budget for FY25 (House Concurrent Resolution 14 or the “One Big Beautiful
Bill Act”) signed into law earlier this month.

The loss of federal funding and programmatic cost shifts to NYS for Medicaid included in this
legislation are estimated to be at least $13.5 billion annually and will result in at least 1.5 million New
Yorkers’ losing health insurance. While the specific impacts of these cuts to Erie County are not able to be
quantified at this point because they will be entirely dependent on state actions, it is reasonable to assume
that a significant portion of the costs will be shifted to the counties.

As a result of changes made in the reconciliation process, we now believe that the most significant
impacts of this law will likely be realized beginning in the second half of 2026. In the meantime, we will
continue to work communicate with our various county advocacy organizations such as NACO and NYSAC
to better understand both the magnitude and timing of potential impacts as we begin preparing our 2026
budget.
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As always, | am available to attend a meeting of your Honorable Body’s Finance and Management
Committee to report on the March BMR or any other fiscal matters.

Sincerely,

dget and Management

cc: County Executive Mark C. Poloncarz
Erie County Fiscal Stability Authority
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