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INTRODUCTION

The Erie County Gaming Revenue Committee was created by then Erie County Council
Chairman Joseph F. Giles in the fall of 2005 to examine the impact of gaming revenues on Erie
County and to forge a framework for the logical and pxjudent distribution of those funds. The
Committee itself reflects the cooperative effort of the iégislaﬁve and executive branches of
county government to utilize gaming funds in a manner that provides short term and long term
benefits to as many Erie County citizens as possible.

Four ppblic_ hearings were scheduled in April and May of 2007, one in each geographicalv
quadrant of the county, sé that citizens and organized civic groups could provide input to county

government as to proper uses for the gaming funds. One hundred twelve speakers from all

“corners of the county provided valuable insight to what can be a difficult mission --- wisely

spending an estimated $11,000,000 annually. The Committee has also benefited from a
tremendous amount of work provided by the Erie Regional Chamber and Grpwth Partnership in
the form of their own conceptual framework for funding distribution. Ideas from that report not
only inspired debate on many issues, but also provided workable solutions which were adopted

by the Committee. The Lead Economic Development Team also met and shaped a set of

internal policies for a proposed gaming authority which would oversee distribution of restricted

funds.

The Committee was faced with a set of unique problems which surround the newly
established gaming induStry in Pennsylvania. Initial questions concerned which municipal unit
of government controlled the gaming funds in Erie County. Ambiguities in the law léﬁ the

question open to debate. It finally became clear, given the placement of Presque Isle



Downs in Summit Township, that Erie County Government was the controlling entity for an
estimated $11,000,000 in yearly gaming funds. As it relates to restricted funds, 4 Pa.C.S.A.
1403 states “Grants shall be administered by the County through its economic development or
redevelopment authority iﬁ which the licenséd facility is located.” -

Under the parameters of the amended PA Race Horse Development and Gaming Act, PA
Act 71 of 2004, Presque Isle Downs Gaming Facilitsr’s first year of operations is projected to
bring approximately $12,000,000 into Erie County. Under the Act, approximately $1,000,000
will go directly to Summit Township, as the host municipality for the licensed facility. The
remaining $11,000,000, controlled by Erie County, will consist of $5.5 million for unrestricted
usage and $5.5 million for use as municipal grants within Erie‘County.

Since its inception, the major focus of the Erie County Gaming Revenue Committee has
been to develop recommendations about the following:

= A gaming revenue Authority that will oversee grant distributions of restricted funds with
a policy which will allow for a thoughtful, effective and fair set of guidelines for fund
distribution

= Special grant initiatives that will specifically aid municipalities within the county with
their infrastructure needs

»  Possible areas for unrestricted funds usage
= Possible structures to provide long term funding for regional assets and emergencies
= Possible structure and maintenance of a rainy day fund

» Establishment of criteria for different types of projects and their appropriate funding
patterns

The creation of a bedrock for gaming policy has been an imperative for members of the

committee since its founding. Asa means of creating this bedrock, discussions with policy
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- makers in Harrisburg have coﬁtinued throughout the Committee’s work process. Pennsylvania

Deputy Secretary of Revenue Eileen McNulty and her team played a tremendous role in our

interpretation of the statute. Senator Jane Earll, Chairperson of the Senate Gaming Control

Committee, joined several of our committee meetings to provide her unparalleled insight into the

legislative intent of Act 71 of 2004. DCED General Counsel, Steve Fishman, also provided a
vg_reat deal of assistance in the.de.cision to create the Erie County Erie County Gaming Revenue
Authority. The Committee offers its thanks to these individuals aﬁd their staffs for their
immense contribution to this document. |

There has been much discussion about the issue of tax reduction as it relates to Erie
County gaming proceeds. The Commonwealth’s gaming legislation as enacted by the Governor
and the General Assembly already contains‘ major mechanisms to provide property tax relief to
Pennsylvanians. The State Government is ufilizing 32.71% of all gross terminal revenues
collected around the Commonwealth for the purpose of property tax reduction. Once a certain
revenue target is reached in its property tax reduction fund, the Commonwealth will commence
.its program fof property tax reduction. Tﬁére are several cher significant areas of funding
which will emanate from Commonwealth coffers including $25,000,000 for ‘volunteer fire
department grants, $5,000,000 for local law enforcement grants and one percerit (1%) of all gross
terminal revenues for use in treating the problem of compulsive gambling.

County gaming revenﬁes have the potential to create economic impact in Erie County in a

manner that goes beyond tax or debt reduction. The General Assembly granted counties wide

| authority in the usage of these funds for this purpose.
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I.  RESTRICTED FUNDS

A. PURPOSE

The purpose of the restricted funds is spelled out in 4 Pa.C.S. § 1403 (c) (2) (v) of The
PA Race Horse Development and Gaming Act PA Act 71 of 2004. |
It states the funds “designated for municipal grants within the county shall be used”

1. “to fund grants to the municipélity in which the liéensed facility is located”

2. “to the county in which the licensed facility is located”

3. “to the municipalities which are contiguous to the municipality in which the licensed
facility is located and which are located within the county in which the licensed facility
is located”.

Number one relates to Summit. Section two relates to the County of Erie. Number three
refers to Millcreek, McKean, Greene and Waterford Townships. In addition, 4 .Pa.C.S. § 1403
(c)(2)(ix) allows Erie County to enter into intergovernmental cooperative agreements with any of
the other thirty-three (33) Erie County municipalities. It is clear the Commonwealth of
Pennsylvania didn’t give priority to any of the three groups eligible for the municipal grants.

The grants are to be administered by the county through its economic development
authority or redevelopment authority. Administer is defined by us as reviewing the applications
and making recommendations to the County of Erie. The Committee recommends the formation
of the Erie County Ganﬁhg Revenue Authority to administer the grants.

According to the Gaming Act, the grants shall be used to fund the costs of:

¢ Human Services



e Infrastructure improvements
.o Facilities

e Emergency services

e Health

e Public safety expenses associated with the licensed facility opérations.

“If at the end of a fiscal year uncommitted funds exist, the county shall pay to the
economic development or redevelopment authority of the county in which the licensed facility is
located the uncommitted funds.” Due to this paragraph, it would be to the County of Erie’s
advantage to commit the restricted funds to specific purposes by the end of the Authority’s fiscal
year ending on March 31°%.

The following are the definitions of the uses of restricted funds established by the
Committee:

1. Human Services — services for the betterment of mankind.

2. Infrastruéture improvements — capital costs for facilities supporting the basic function of
society such as roads, power plants, transportation, sewer and water systems, and
communication systems.

3. _. Faéilities - Buildings and other structures.

4. Emergency Services — Capital and opefaﬁonal costs for providing Poliée, Fire, & public
safety‘ services.

5. Health — Dealing with physical and mental well-being; diséase prevention.

6. Public safety expenses associated with the licensed facility operations — eliminating any

safety concerns resulting from the addition of the licensed facility in the county.



The above restricted funds purpose interpretation allows Erie County flexibility in
awarding grants and determining for what purpose the grants can be used. There is no specific
reference to using the funds for community and economic development, but certainly those

issues are captured within the intent of the six categories.



B. THE AUTHORITY

Asa result»of this gaming legislation, Erie County will receive a significant new revenue
stream that is not neéessarily permanent. The law requires the use of an existing authority or the
creation of a new authority to aid in the admﬁﬁstr’ation of these funds. It is our recommendation
that the County of Erie create the Erie County Gaming Revenue Authority; This Authority will
be responsible for the processing, project review and prioritization of projects using restricted
gaming revenues.

‘The Authority will be designed to represent the entire county. The Authority will be

composed of nine (9) members, one (1) representative per County Council district to be

appoihted by the County Executive with the advice and consent of Council. The remaining two
(2) members shall be the Chairman 6f Couhty Council, or his/her designee, who will serve as the
Chairman of the Authority, and the County Executive, or his/her designee. The Chairman of
‘County Council and the County Executive will éach sit as an ex officio member with no voting
power. The drafts of the following documents are provided at the end of the report: Appendix A,
page 35, Articles of Incorporation; Appendix B, page 38, Resolution for forming the Authority;

Appendix C, page 40, Statement of Organization and Function for the Authority proposed for the

| County’s Administrative Code

We interpret the gaming legis'latioh to require commitment 6f funds within a fiscal year.

- For the purposes of awarding grants and fiscal accountability, the Authority will operate on a

fiscal year from April 1 of each year to March 31% of the following year. In this way, grant
awards will be based on funds accumulated from the prior calendaf year. -

The Erie County Gaming Revenue Authority will have the responsibility to receive,
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review and prioritize grants from the County’s restricted gaming revenue. The‘responsibilities
of the Authority will be divided among four uses: (1) Erie County Revitalization Fund, (2)
Major Projects requiring more than $200,000, (3) Secondary Projects up‘ to $200,000,
(4) associated admin‘istrativev expenses.  The next section of this réport describes these activities
in greater detail.

In anveffort to dissolve barriers between various economic and community development
initiatives and also coordinate developmént initiatives with land use planning, the County of Erie
Planning Department will provide staffing and technical support to the Erie County Gaming
Revenue Authority. The Director of the County of Erie Planning Department will serve ex officio
as the Executive director of the Authority and fnay hire experts and technicians as necessary to
administer the grant program on behalf of the Authority. The Authority will adopt application
processes and administfafcive guidelines as necessary to administer the program, implementing

the policy statement below.



C. THE RESTRICTED FUNDS POLICY

State gaming laws éncourage and direct tﬁe use of restricted revenue for local economic
and community development iriitiati}./es. Any project may only be funded from one of the three
categoﬁes. The .Autl‘xority may allocate restric‘;ed funds in the folldwing four categories:

1. County Revitalization Fund |

County revitalization projects as detailed in the included description.

2. Major Projects

Municipal grants exceeding two-hundred thousand dollars ($200,000) are
considered major projects. Award of municipal grants requires a recommendation from the
Authority to County Council, which approves the commitment by resolution.

3. Secondary Projects

Funds not allocated by formula to the County Revitalization Fund, or by previous
commitménts to Major Projects or Administration, are awafded as municipal grants in amounts
up to two-hundred thousand dollars ($200,000) The Authority is authorized to solicit and review
. proposals, then award srhall projects ($50,000 or less). Award of municipal grants between fifty-
thousand one dollars ($50,001) and two hundred thousand dollars ($200,000) requires a
recommendation from i:he Authority to Council which approves the commitment by fesolution.
The Authority provides County Council with an annual report of alt ﬁroj ects awarded.

4. Administration
The prograin will require adm’iniﬁrative support. The Authority may also

commission planning studies, analysis, and reports as necessary to review need, effectiveness,



and best practices for uses of the restricted funds. Administration is capped at five percent (5%)

- of the annual municipal grant amount.

Grant awards will be based on the following guidelines:

1. The gaming funds will provide no more than fifty percent (50%) of the required
funds. | | |

2. Other funds do not need to be committed prior to application, however, all
anticipated funding somce$ ﬁmst be identified in the budget. No gaming funds will be
contracted or released until all other funding sources vare committed.

3. Applications devéloped with other municipalities, authorities, or other community
partners may be given a higher priority.

4. Eligible applicants include: Municipalities and public authorities are eligible
applicants. Non-profits may be a co-applicant in an application sponsored by a murﬁcipality or
public authority. -

5. The gamiﬁg revenue fund is intended to supplement, not replace, local municipal |
contribution. It may be used to reduce the local cash match required by federal or state grants by
no greater than fifty percent (50%).

6. The following features positively contribute to an applicant’s review:
a. The importance of tﬁe project to the community as identified by master

plans, other official planning documents, and letters of support.

b. The extent to which the project achieves multiple objectives.
c. - The economic development impact of the project.
d. Leverage of private investment.



‘The readiness of the project, specifically, the level of commitment of othér funds.

The track record and capability of the project applicant(s).

Maiér Funding Projects are defined as projects that are first in class for a community of

our size, highly visible and demonstrate significant impact on the lives of a large number of Erie

County citizens. Any major project funded by this initiative will achieve any one of the

following:
1.

2.

Create career-oriented new jobs or preserve existing jobs;

Increase and diversify the manufacturing, commercial or business base of
Erie County;

Aid in the expansion of public sector or private companies within the
county;

Attract new industries with new products into distressed areas of the
.county;

Promote industrial, commercial, infrastructure improvements and other economic
development within Erie County;

Promote the héalth, welfare and safety of the residents of Erie County by
promoting economic activity and efficiency or alleviating unemployment
blight and other unhealthy conditions.

Major projects awards will be based on a competitive process that follows the standard

proposal and documentation process. No major project will be funded with gaming revenues

exceeding fifty percent (50%) of total project cost. Gaming funds will be released only after all

other funding is secured and in place.

Secondary Funding Projects are defined as being similar in content as major projects, but

require a match from the county gaming revenue not to exceed two-hundred



) thousand dollars ($200,000).
All grant recommendations by the Authority in excess of fifty thousand dollars ($50,000)
for both major and secondary projects must be approved by the County in the normal legislative

process.



1. THE ERIE COUNTY REVITALIZATION FUND

The creation of a “County Revitalization Fund” with a three pronged structure
will allow the County and the municipalities to use the funds in the most effective way possible
for housing and municipal infrastructure. The new fund will be composed of three tiers:

1. A Gaming Revenue Fund match of up to 100% of that year’s Community Development
Block Grant (CDBG) allocation ($400,188 in 2007);

2. A Gaming Revenue Fund match of up to 100% of that year’s Affordable Housing (Act
137) allocation ($298,000.in 2007);

3. Third tier funding equal to the Gaming Revenue Fund’s match of Act 137 and CDBG
funds for that year.

Eligible applicants for CDBG Funds shall include all non-entitlement communities, as well
as public authorities and non-profit organizations in partnership lwith murﬁcipalities located
within Erie County. Any municipality may apply for Act 137 or Third Tier funds, but no
community may receive funds for the same project from more than one of these ﬂ);ee tiers in the

same year. It has been established that smaller communities, as well as “economically
advantaged” communities, have a difficult time receiving Act 137 and CDBG funds owing to
their inability to meet “low income” thresholds. Thus, the County Revitalization Fund must have
a third tier which is flexible enough to allow these communities to draw funds either as a local
match for other grants from agencies such as PennDOT or DCNR or as a significant funding
source for a requestéd project.

Currently, the Erie County Planning Commivssion assists the Planning Departmént in the

ranking and examination of projects to receive Act 137 and/or CDBG funds. The Planning
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