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Albany County ended the second quarter of 2009 saths tax revenues of $55,223,024. The County
retains 60 percent of sales tax revenue and distsithe remaining 40 percent to cities and towhas,
for the second quarter the net amount availabl€@mty purposes was $33,133,815 or $2,018,363
below the amount received in the second quarter of 2Z0B&ugh mid-year, the County’s share of sales
tax revenues is down $4,391,104 from 2008.

The County budgeted $241,856,330 for sales taxexé 2009, of which the County would retain
$145,113,798. Were the remaining half of 2009 twlpce the same proportionate decline in sales tax
revenue as the first, the total County share afsstx revenue in 2009 would be approximately %i&83.
million. This is a very slight improvement from testimate done at the end of the first quarterl@B3%05
million and would produce a sales tax shortagel@.@ million.

» As of mid-year, the County’s total sales tax revasharedown 6.19 percent from 2008.

*» The decreased amount of County share of salegt@xue of $2,018,363 was 5.74 perdmhdw
the second quarter of 2008 and 1.54 perbelatv the second quarter of 2007. These figures also
represented decline of 0.80 percent from the first quarter of 2009.

» The second quarter decline followed a significatlithe in the fourth quarter of 2008 and the
first quarter of 2009. This is only the third tirsece 1994 that sales tax revenues have declined
from the prior quarter for three consecutive quaréand the decreases are, by fanibest. They
are depicted graphically in Chart 2. In the priéieén years, no year-to-year decrease has
exceeded 4.9 percent. But compared to the sameeguar the prior year, the three most recent
quarters havéallen 7.48, 6.63, and 5.74 percent respectively. Ovebthcalendar quarters since
1994, year-to-year growth has averaged 2.99 perdetit the three most recent quarters, the
fifteen year average was 3.1 percent.

= |n five of the six most recent calendar quartestestax revenues declined from the prior quarter.
The only exception was in the third quarter of 20&%n in Chart 1) and that may have been the
result of the 2008 Federal tax stimulus. Giventiime required for taxpayers to spend their
Federal tax refunds and for sales tax revenues tedeived by the State and distributed to
counties, it is likely that third quarter increasas at least partially the result of that one-time
Federal tax stimulus.

= While there has been local improvement in conswuafidence in recent months, given the
nature of the Nation’s and the State’s continuiogn®emic distress, this has not yet translated into
increased taxable spending. We doubt that an edortamaround, if any, will be near as fast or
as large as the decline. As we have noted in au@nic forecasts, including that found in the
most recent Budget, “debt based consumption thargées sales tax revenues could not and



cannot continue indefinitely ... these debts, andqadrly consumer credit have fueled
consumption that generated sales tax revenuesf lntunsustainable rate.” (2009 Albany
County Executive Budget, Economic Forecast, Volumgage 34.) To the degree that consumers
have been spending at levels above their incomshay have reset their spending at levels low
enough to break even, retire debt, and/or to saresumption and sales tax revenues will also
reset at lower levels for some time to come.

After completing the review of sales tax revenueh@ end of the first quarter, we also reviewed
spending patterns and other revenue sources. @fydar note, New York State actions undertaken
subsequent to the adoption of the County Budgealamereducing revenue. At that time, we projeeted
budget deficit for 2009 of 20.5 million. A techniearor regarding interest income discovered subsey
to release of that estimate would have reducedetitanate of the deficit to $19.0 million.

The County has undertaken the following actionsegin controlling the 2009 deficit and potentiall20
and 2011 deficits:

= The County Executive proposed a package of middyedget reductions. With some
modifications, the Legislature adopted reductioh$5068,848 on July 13, 2009.

= The County Executive implemented a furlough plathd&partments under the direction of the
County Executive, with the exception of the Albayunty Nursing Home and the Sewer
District, will be closed for five days during themainder of 2009. The plan, without the
inclusion of staff under separately elected offwiavill save approximately $1.4 million. Two
separately elected officials have offered somellef/savings in personnel costs.

= Albany County Clerk Thomas Clingan has committeat this staff will work a shortened work
week over the summer, which will be equivalentto and a half salary days. This will save
approximately $16,816.

= Sheriff James Campbell will delay filling vacantsi@mns in the Sheriff's Department and the
County Correctional Facility.

= The Comptroller, Coroners, District Attorney, ahe Board of Elections Commissioners have
chosen to not participate in any furlough plan.additional $116,800 could be saved if these
separately elected officials participated.

= To reduce budget requirements in 2010 and 2011Cthumty Executive also proposed and the
Legislature adopted on July 13, 2009 a Voluntangya®ation Incentive. Under this program,
employees would receive $15,000 upon separatiangl@009 and their positions would be
eliminated or remain vacant at least through tltea#r2010 and most likely in 2011. At this
point, we do not know how many will take advantafj¢his program, but the gross 2009 cost
would be $1.5 million for every 100 employees takauvantage of it.

* |n addition to budgetary changes, we proposed lamd ¢gislature adopted a short term amnesty
on payment of delinquent property taxes. This amyn@gich will reduce the interest costs on
delinquent taxes by 50 percent, will not reduceltheget deficit. However, to the degree that
property owners take advantage of the opportuitityill accelerate cash receipts.

We have become aware of additional variances ih soénding and revenues that have emerged during
the second quarter and which will likely requiréi@et during 2009. As it will be part of the reviamw
preparing the 2010 Budget, we have not yet complatgystematic review of all spending patterns, and
revenues other than sales taxes. We are not yet@bktimate the 2009 costs of the Voluntary
Separation Incentive. We have taken into accountdbhnical correction to the estimate made ag¢tite

of the first quarter, the savings from the furlougtd the mid-year budget reductions, as well as the
updated sales tax estimate for this year. Aftesit@ring the above, we now estimate the remain@@p?2
budget deficit to be between $13 and 14 million.

Additional issues may also become apparent duhe@010 Budget review and planning process. Thus
though we have not yet done a full mid-year review,will likely propose additional actions during
2009.



Chart 1: Trend of Quarterly Sales Tax Revenue, Albany County,
After Distribution of 40 Percent Municipal Share, 1993-2009, Q2
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Chart 2: Percent Change Quarterly Sales Tax Revenue Compared to Same Quarter in the Prior
Year, Albany County, After Distribution of 40 Percent Municipal Share, 1993-2009, Q2
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Each Point Represents the Change from the Same Quarter in the Prior Year. Fifteen year average is 2.9 percent.
Average was 3.1 percent until three most recent quarters.



