York County Budget — All Funds

Each year the Board of Commissioners are responsible for adopting a balanced budget for the County of
York. The primary focus of any budget discussions has always been the County’s General Fund budget.
This year won’t be any exception; however, the General Fund is just a piece of the County’s total budget
and in fact, it makes up less than half of the total budget that the Commissioners are responsible for
each year.

This year the General Fund budget accounts for $252.6 million in expenses out of an overall budget of
$574 million or slightly less than half of our total budget. If you look at the Summary — All Funds, 2019’s
budget reflects a decrease of over $62 million dollars this year from the amount that was projected for
2018. That difference is due primarily to the sale of Pleasant Acres Nursing and Rehabilitation Center
(PANRC). The PANRC line item decreased from a forecast of $50.5M in 2018 to $1.5M in 2019. You’ll
also notice a decrease in the General Fund. That decrease is due in part to the elimination of the
subsidy to Pleasant Acres from the County’s General Fund. Looking a little further down the page, you'll
see a similar decrease in the Retirement Fund. This decrease from the 2018 forecast is due to the
retirement or transfer of approximately 500 employees from PANRC and the payout of their retirement
benefits in 2018.

As you can see from the Summary, our Special Revenue Funds make up almost half the budget as well.
However, unlike the General Fund, whose purpose is to pay the general expenditures associated with
County government, the revenues and expenditures of these funds are for very specific purposes most
of which are outlined in state or federal law. Likewise, the majority of the revenues for these funds are
provided by the state or federal government and are generally matched by a smaller portion of dollars
from the County’s General Fund.

The final piece of our overall budget is the Fiduciary Funds, which are monies that the County controls
but this money belongs to others. This is made up of our Retirement Fund which is invested on behalf of
our employees and retirees to pay pension benefits, the Tax Claim Bureau which is money collected for
delinquent real estate taxes that is disbursed to the municipalities and school districts within the County
and the Other Post Employment Benefit Trust which is money set aside to pay the retiree healthcare
benefits of employees hired prior to 1/1/1989.

All combined, this assortment of funds makes up the $574 million York County Budget for 2019.

General Fund

REVENUES

In order to understand our General Fund (GF) budget, you really need to take a look at the development
of a number of issues and changes that have occurred over the last several years that have had a
significant impact on the 2018 Forecast and our 2019 budget. The County’s GF revenues are
approximately $250 million per year. Approximately 60% of this amount is made up of real estate taxes,
one of the few revenues sources that the County actually controls and can increase as necessary to
provide the programs and services for our residents. In 2017 a tax increase was passed which was
designed to carry us through 2017 and 2018. There was no real estate tax increase for 2018 and there
will not be a tax increase for 2019. However, if you compare the 2017 actual taxes, 2018 forecasted



amount and the 2019 requested amounts, the growth in real estate tax revenues is relatively flat at just
over 1% in comparison to the growth in expenditures. This is due in part to a lack of new residential,
commercial and industrial development and in part due to the settlement of assessment appeals.
Unfortunately, due to the on-going assessment appeals, the change in the common-level ratio, and the
number of properties that have changes pending, a county wide reassessment is on the horizon.

The Departmental Earnings category of revenues reflects a significant increase in a/c 4700876 - ICE
Maintenance of Prisoners, an estimated increase of $2,175,000; however, this is offset by the loss of
almost $2,000,000 in housing for state prisoners, a/c 4700889. Overall this category is up $573k which
offsets the $376k loss in Intergovernmental revenues or grants.

Overall our General Fund revenues have increased by approximately 1.7%.

EXPENDITURES

There are several factors which have had a significant effect on the expenditures from 2017 through
2019. Some of those factors are:

In 2017, the County engaged the PA Department of Corrections to undertake a comprehensive review of
the York County Prison. Their recommendations included a significant increase in personnel to increase
the overall efficiency and safety of the prison and our staff. The increase in staff also served to reduce
overtime and improve our workers compensation insurance rates.

During 2017 several of our union contracts went unsettled due to significant delays in arbitration
awards. These contracts were ultimately settled in 2018; however, as a result the expenses for 2017 are
understated by a minimum of $1,750,000 and 2018 expenses are overstated by a like amount for the
retroactive adjustment of wages for 2017. An accurate amount has not been computed for benefit
changes awarded by the arbitrators.

Similar to increases in union contracts, the County committed to undertaking a compensation study for
its non-union employees. The study was completed and implemented in June 2018 which impacted all
County Departments.

During 2016 and 2017, the County had a lower than usual experience rate in health care claims and
actually saw a reduction in total costs during these two years. Unfortunately, during 2018, that trend
reversed and the County experienced an unusually large number of high claims as well as an overall
increase in claims from our 2700 employees. That coupled with the additional staff at the Prison and
throughout other county departments resulted in an increase of almost S8M over budgeted amounts for
employee benefits. We anticipate a significant reduction in costs due to the reduction of approximately
500 employees from our work force due to the sale of Pleasant Acres.

In addition to the overall factors driving an increase in expenses, there are several particular changes in
the 2018 and 2019 budgets that should be noted. We are currently negotiating the lease/purchase of a
new facility on Pleasant Valley Road in Springettsbury Township. The 2019 budget reflects a new
department to account for the lease and associated costs associated with the facility. The new facility
will provide space to relocate the departments currently housed at the County Annex that was sold in
2018. It will also provide a long-term solution to our space growing space needs in our other buildings.



The 2019 budget also contemplates the establishment of a Conflict Counsel Department. This
department would be similar to the Public Defenders Office but would serve those individuals that are
conflicted out of representation by the Public Defender’s Office.

The Mosquito Disease Control Department is also new for 2019. Previously, this work was overseen by
Penn State Cooperative Extension. In 2018, Penn State notified the County that they would no longer
oversee the operations and if the County elected to continue the program, a new department would
need to be established. The majority of the costs associated with this department are funded by PA
DEP.

In 2018 and 2019, you’ll notice a significant increase in Department 010117, our Information Services
Department. This increase in cost is the result of upgrading a significant amount of our technology
infrastructure including both hardware and software. Motions approved earlier in the agenda included
a substantial investment for the replacement of our ERP system which is long past due. The new
software includes accounting, budgeting, accounts receivable, accounts payable, payroll, human
resources, purchasing, etc.

The Prison Budget, Department 012309, also reflects a significant increase from 2017 through 2019.
This increase is a result of several factors as mentioned earlier. The significant increase from 2016 to
2017 is the result of an increase in staff and the allocation of “indirect costs” to the prison budget so
that costs are accurately reflected for the negotiation of our Immigration contract with the federal
government. In 2018, the full impact of the additional positions was recognized along with retroactive
pay adjustments for the union contract which expired in 2017. An additional cost which was reflected in
the 2018 budget was an S$2 million for the replacement of a portion of the prison roof. The 2019 budget
includes an additional $1.5 million for the completion of the project.

The saving grace for these significant increases in costs was the reduction in the subsidies that the
General Fund pays to our other funds. Most notable is the reduction in the subsidy paid to PANRC. In
2018, the anticipated subsidy was almost $7.8 million. The actual subsidy is projected at $11.5 million
and may rise further until year end. Another significant reduction in the subsidies is reflected in our 911
operations budget. Changes proposed and implemented by management will result in a reduction of
over $1.2 million for 2019.

Even with the significant increases noted above, due to the changes related to our subsidies of other
funds, we have been able to balance the 2019 budget with no increase in real estate taxes.

I'd like to thank Tom Hoover, our Budget Director and Barb Bair our Treasurer who were responsible for
the completion of this year’s budget. They’ve worked extremely hard to maintain the line on taxes and
have done an excellent job working through the major changes in this year’s budget. I’d also like to
thank Kristy Bixler, our HR Director and her staff. Each year they’re responsible for providing the
updated salary and wage calculations for 2,000 plus employees and 14 bargaining units and the non-
union employees in addition to the benefit calculations for each of the departments.

I’d be remiss if | didn’t also thank the Commissioners and the entire management team here at the
County for all of the hard work and accomplishments that have occurred over the past several years.
Too often we overlook the good things that are happening and focus on the bad. Some of those good
things are:



e |n 2015, the Retirement Board passed a resolution to fully fund our annual required contribution
to the pension plan. This will insure that York County doesn’t end up in the same financial
pension crisis that many other municipalities and states as well as our Social Security system are
currently in.

e |n 2016, the Board of Commissioners established a Capital Reserve fund to fund repairs and
improvements to our county owned buildings and to allow for the systematic replacement of
approximately 235 county owned vehicles.

e Alsoin 2016, the Board of Commissioners established an OPEB Trust Fund to begin funding a
$135 million liability that was previously overlooked. As of today, that liability has been reduced
to about $85 million and will be reduced further by a $21M contribution for the liability
associated with PANRC.

e In 2016 and 2017 we completed the upgrade of the 911 communications system.

e In 2016 & 2017 we implemented new assessment and tax collection software which was a major
undertaking for the Assessment and Treasurer’s Offices.

e In 2017, we refinanced our 2010 General Obligation Bonds at a savings of $7.6M.

e In 2018 we completed the privatization of Pleasant Acres Nursing and Rehabilitation Center
which will result in long term financial benefits to the citizens of York County.

e In 2018 completed and implemented a compensation study for all non-bargaining employees

e |n 2018 fully funded the Actuarial liability for Workers Comp

e Motions that were approved earlier in the agenda are setting up two more major changes in
York County government:

0 The purchase of a new facility in Springettsbury Township to relocate the departments
currently housed in the York County Annex and to provide for future growth relocation
of our other county departments.

0 The purchase of a new financial management system that will be implemented over the
next 2 — 3 years.

A copy of the preliminary budget will be available to the public for review and will be posted to our
website.



