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Office of County Manager

, 113 Market Street

F kl 1 Louisburg, NC 27549
/a\Franklin

I 7N\ ount y Phone: 919.496.5994

NOGRTH CAROLINA Fax: 919.496.2683
A Research Triangle Region Comtmunity

www.franklincountync.us

May 25, 2010

Franklin County Board of Commissioners
113 Market Street
Louisburg, North Carolina 27549

Dear Commissioners,

In accordance with N.C. General Statute 159-9, the County Manager serves as the Budget
Officer for the County. It is my duty and privilege to recommend a county budget to the
Board of Commissioners for fiscal year 2010-2011. Two themes emerged as the budget
proposal was being developed — sustainability and restoration. Embracing sustainable
business practices throughout County government is deemed critical. Increasing
efficiencies to reduce waste and providing quality services to the citizens of the county
are key elements of the 2010-2011 budget proposal. Significant cuts were made in the
two prior fiscal years. However, it has become imperative to partially offset the cuts and
to restore human and physical capital resources and some select services in the 2010-
2011 budget proposal to meet increased service demand and to retain personnel.

The following priorities are supported in the proposed budget:

Investment in Education

Provision of proactive and responsive public safety systems

Utilization of technology in service delivery

Job creation through the funding of Economic Development initiatives
Sustainable levels of health and human services

Development of the Franklin County Strategic Energy Conservation Plan

The proposed budget for FY 2010-2011 provides funding at sustainable levels for
programs previously supported by the Board.
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Economic/Fiscal Climate

Based on information available through the Office of State Budget and Management for
North Carolina, Franklin County grew by approximately 11,939 people during the period
April, 2000 - July, 2009 (25.3% increase). When ranking all N.C. counties in terms of
percentages of growth, Franklin County ranks thirteenth (utilizing 2009 Provisional
County Population Estimates compared to the 2000 Census data). The demand for
services such as public safety, schools, infrastructure (water, sewer, connectivity, etc.),
health and human services has soared during this period. As with prior budget
proposals, this proposal addresses funding for these critical areas.

A key metric in determining the fiscal climate in a community is the unemployment rate.
Franklin County’s unemployment rate averaged 10.4% during the calendar year 2009.
As of March, 2010 two thousand nine hundred eighty (2980) citizens were receiving UIB
benefits — unemployment benefits. The unemployment rate in March, 2010 was 10.7 %.
— thus demonstrating the continued need for sustainable levels of health and human
services.

Fiscal information:

The tax administrator has established a fiscal year 2010-2011 assessed tax base at $4.025
billion. This assessment is 3.2% percent greater than the current fiscal year budget
ordinance. The budget is based on a 95.9% collection rate.

Budgeted Sales Tax collections for FY 2010-2011 are estimated at $4.9 million.

(It is noteworthy to point out that projected revenue for 2009-2010 is $64.07 million. The
budget amount was $63.97 million. Given the current economic climate, this is
extremely positive news for the County).

The recommended budget appropriates $2,786,076 from fund balance. Fund balance
available for appropriation will be reduced to approximately 18% at June 30, 2010. The
proposed 2010-2011 budget does not recommend a tax increase for the upcoming fiscal
year. The recommended tax rate for fiscal year 2010-2011 remains level at 87.25 cents
per $100 of valuation,
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The total recommended budget for all funds in fiscal year 2010-2011 is $80.86 million.
The breakdown is as follows:

General Fund: $68,705,770

Public Utility Fund: $7,160,263

Fire Protection Fund: $2,315,615

Emergency 911 Communications Fund: $472,225
Drug Enforcement Fund: $20,000

Capital Reserve Fund: $2,424,000

The proposed 2010-2011 budget increases expenditures by $5.04 million (all funds)
compared to the 2009-2010 proposed budget. Three primary areas combined account for
the increase: Public Safety, Education and Human Services.

Budget highlights

Personnel:

The 2010-2011 proposal recommends seventeen positions remain frozen representing a
savings of $846,519. Fourteen new positions (from various departments) were requested
at a cost of $719,440, but not recommended for approval. However, it is recommended
that twenty-nine additional positions be approved in 2010-2011 proposal. A detailed
listing is provided for the Board’s review.

Approximately $520,000 is included to address overtime pay for Public Safety (Sheriff,
Communications, Jail, and EMS).

Restoration of the Career Advancement Program for employees is recommended. Board
members will recall this employee benefit was suspended during the current fiscal year.
Additionally, an employee furlough is not recommended in the budget proposal for 2010-
2011. Employee pay was effectively reduced by 1.9% as a result of the furlough in the
current fiscal year. A basic health plan will be provided at no cost to the employee. An
optional plan is also available if an employee chooses to participate in cost sharing.
There is no increase in premiums for employees. No cost of living (COLA) for
employees is proposed.
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Capital Outlay

A total of $4,047,653 was requested for Capital Outlay. The recommended
appropriation for Capital Outlay is $1,373,576 for all departments.

A CIP planning session is recommended in the upcoming months. The Board had
previously set a goal of February, 2011 as a date for the manager to bring forward a list
of projects for discussion. An earlier date is now recommended as the list of projects
identified has expanded.

Education

The proposed budget for 2010-2011 recommends an appropriation for Franklin County
Schools of $12.92 million for operational and capital outlay expenses. Debt service is not
included in the above amount. During the current fiscal year, the County has invested
$17.6 million in school construction (as part of the 2008 school construction bond). The
Board elected to move forward with school construction thereby capitalizing on
competitive market conditions. The construction of a new Franklinton High School is
underway with an anticipated opening in the fall of 2011. Additions, renovations and
repairs are underway at various schools throughout the County. The County plans to
issue General Obligation bonds of approximately $27 million in August, 2010.

An appropriation of $315,500 is recommended for operational and capital outlay
expenses for Vance Granville Community College. Funding a request for a planning
grant ($135,000) is recommended in this proposal. The Franklin County campus of
Vance Granville Community College has experienced growth beyond projections
outlined in the master plan for facilities and has been identified as the fastest growing
campus in the VGCC system.

Public Safety

This budget recommends a total public safety budget of $21.02 million (includes Drug
Enforcement Funds, E-911 Communications Fund, Fire Protection).

At present funding for debt service for an E911 Radio Improvement Project is not
included. The County has received proposals. An evaluation has been completed and at
its May 17, 2010 meeting the Board approved moving forward pending successful
contracts negotiations and LGC approval.
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Jail Renovations and an EMS substation at Lake Royale is not included in the budget
proposal. However, it is recommended that the Board have discussion during the budget
work sessions regarding these Public Safety projects.

In addition to the projects outlined above, the Sheriff has requested a satellite office for
the Bunn area. Again, it is recommended that the Board have discussion on this Public
Safety request during its deliberations. Costs associated with the request is not included
in the 2010-2011 proposal.

Health and Human Services

This budget recommends a Health and Human Services budget of $17.6 million (an
increase of 6.6%.) The Board will recall that Child Support Enforcement will become a
function of the County effective July, 2010 per S.L. 2009-45, the Appropriations Act.
Along with natural growth in population, the downturn in the economy has been a driving
force in the increased demand for services.

Public Utilities

In the current fiscal year, the County transferred $786,208 from the General Fund to the
water & sewer fund. A transfer of $235,283 is proposed for the 2010-2011 fiscal year.

Following are the proposed water and sewer rates for 2010-2011:

Water

Low Volume:

Base $30.00 2000 gallons

Consumption $ 7.70  per 1000 gallons (after base)

High Volume $6.05  per 1000 gallons

Municipal $7.70 per 1000 gallons

MU fee $11.00 per connection (plus $6.05 per 1000 gallons)
Sewer

Low Volume:

Base $35.00 2000 gallons minimum

Consumption $ 7.70 per 1000 gallons (after base)
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High Volume $7.70  per 1000 gallons

Municipal $6.38 per 1000 gallons (after base)

MU $27.50 first 2000 gallons ($7.70/1000 gallons)
Solid Waste

It is proposed that an additional day of service be restored at the convenience centers. A
$55.00 availability fee is recommended — representing a $10.00 increase over the current
$45.00 fee. The change is due to citizen demand.

Review of the Goals/recommendations for the 2009-2010 FY:

— Develop a Five Year Capital Improvement Plan (CIP).

Outcome: During the Economic Development Strategic Planning Retreat
(January, 2010) the Board directed the Manager to present a list of projects for
consideration by February, 2011.

— Maintain our current Bond Rating; utilize the services of an outside financial
consulting firm.

Outcome: The County was successful in achieving this goal when rated in August,
2009.

— Hold a Board of Commissioner Retreat with Economic Development staff (and others
as identified by the Board) for the purpose of updating the EDC Plan. It is
recommended that “green” technologies be part of the discussion.

Outcome: The Board held an Economic Development Planning Retreat in

January, 2010. Representatives of Franklin County Public Schools, Vance Granville
Community College, Louisburg College, Chamber of Commerce, Economic
Development Commission, municipalities and staff were present. Goals were
established. The Manager and her administrative team continue to develop strategies
to achieve all goals set forth in the Franklin County Strategic Economic Development
Plan.

— Conduct an Energy Audit in county facilities.
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Outcome: An Energy Audit was completed in January, 2010 in the Administrative
Building and the Franklin County Jail (at no cost to the County).

— Explore a centralized purchasing program; make recommendations to the Board.

— Outcome: Due to space and personnel limitations, this recommendation was not
explored. It is recommended that a centralized procurement program be implemented
in the future if space becomes available.

— Seek stimulus funding (American Recovery and Reinvestment Act — ARRA) to
leverage local funding.

OQOutcome: Each department head continues to evaluate funding opportunities
available through ARRA.

— Enhance the County’s website by providing additional information to our public.

Outcome: By-laws for Boards and Committees were added to the web site. This
goal/recommendation is being carried forward with funding to achieve the goal in the
2010 - 2011proposal.

— Request the assistance of the Outreach Coordinator (North Carolina Association of
County Commissioners) for the purpose of conducting studies. For example, it is
recommended that a staffing study be conducted in the Tax Department. The
department has undergone a number of changes in the past several years (i.e. the
Lock Box system, conversion to new software, implementation of new programs as
dictated in statute). The last study was conducted in 1998 (Task Force Report, June
11, 1998).

Outcome: During the current fiscal year, the Tax Administrator developed a plan of
action to revamp the department including the restoration of the handling of lockbox
activities in house.

— Implement an incentive plan for employees in an effort to promote cost saving
measures.
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Outcome: Employees were strongly encouraged to participate in generating
suggestions to save money. A formalized manner of recognizing staff was not
developed during the fiscal year.

- Maintain the current practice of a “Hiring Freeze.” Fill only essential positions.
Outcome: Goal achieved. Positions were filled only if essential to operations.
— Finalize the update to the Franklin County Administrative Manual.

QOutcome: Significant work has been done in-house on the document. A final review
will be conducted by an outside consultant prior to a recommendation being brought
forward to the Board early in the 2010-2011 fiscal year.

In addition to achieving the goals/recommendations outlined above, a number of projects
have been successfully untaken during the 2009-2010 fiscal year. A few examples
include:

— Implementation of an Early College High School Program.

— 401 Citizens Action Committee assisted by volunteers and staff from the Planning
and Economic Development departments completed an application for TIGER
(Transportation Investment Generating Economic Recovery) funding for the four-
laning of US Highway 401. Franklin County approved funding for aerial
photography necessary for preliminary Engineering. Though the initial application
was not funded, the consolidation of information serves as a composite document for
future funding submissions.

— Renovation of space in the Health & Human Services building for Elections and
an Employee Wellness Center.

— Completion of a corporate Hangar at Triangle North Executive Airport.
— Awarding of a contract for the construction of Pilot Lions’ Club Park.

— Painting and external repairs to the one of the County’s historic sites, the Old
Courthouse.
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— The N.C. Rural Broadband Initiative included Franklin County in the proposal for the
Broadband Technology Opportunities Program (BTOP).

— An Energy Conservation Planning Team has been formed and audits of two facilities
completed.

— Franklin County’s Census participation rate (mail only) increased by 12%; the
County had a response rate of 60% in 2000. The 2010 rate (mail) is 72%. A door-to-
door follow up is currently underway.

— Finalizing three public utility projects is anticipated by the end of June (early July);
Ray’s Creek sewer line, Franklinton High School water and sewer lines and East

Youngsville sewer line.

— Certificate of Achievement of Excellence in Financial Reporting (CAFR) awarded for
the 10™ consecutive year.

Goals/recommendations for the 2010-2011 FY:
— Develop a Five Year Capital Improvement Plan.
— Maintain bond rating.

— Increase participation in the Employee Wellness Program in an effort to reduce
health care costs.

— Complete the Comprehensive Land Use Development Plan by the end of the first
quarter in the 2010-2011 fiscal year.

— Further develop the Franklin County Strategic Energy Conservation Plan (add
municipal representation to the planning team); conduct additional energy audits in
county facilities.

— Continue efforts to increase broadband services working in tandem with CenturyLink,
MCNC and any other applicable partner.
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— Conduct a complete overhaul of the County’s website to ensure enhanced customer
service for both external and internal customers.

— Funding and implementation of The Franklin County Strategic Plan for Economic
Development focusing on the 6 core goals: 1) Develop sufficient infrastructure and
capacity to support desired growth 2) Promote business- friendly environment 3)
Collaborate to enhance and develop product 4) Consistent collaboration with
municipalities 5) Improve quality of life 6) Strengthen Franklin County’s image and
marketing.

— Certificate of Achievement of Excellence in Financial Reporting (CAFR).

Summary

The 2010-2011budget proposal does not recommend a tax increase. An ad valorem tax
rate of 87.25 cents per $100 of valuation is recommended. I would be remiss if I did not
acknowledge the dedicated department heads and their respective staff members who
worked diligently to present lean budget requests for the upcoming fiscal year. They are
to be commended for an exceptional job. It is also important to also acknowledge the
outstanding efforts of the Finance Director, Chuck Murray and his team in assisting me in
the preparation of this document. Additional support and research was provided by the
Existing Industry Coordinator, Richie Duncan and Human Resources Manager, Kelly
Faulkner. Staff at many levels contributed in some manner to the production of this
document.

It is my privilege to serve the Board of Commissioners and the citizens of Frankiin
County. I look forward to further discussions of my budget proposal for 2010-2011 with
the Board. Thank you.

Sincerely,

ANVE e

Angela L. Harris
County Manager
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I |
Summary of Proposed County Budget
For Fiscal Year 2010-2011
By Major Category
Proposed Proposed increase
Fiscal Year | Fiscal Year by
Category 2009-2010 2010-2011
General Government $4,393,320 4,663,082 | $§ 269,762
Public Safety 16,117,368 18,218,735 2,101,367
Economic and Physical Development 4,770,151 5,160,330 390,179
Human Services 16,485,806 17,654,363 1,168,547
Cultural and Leisure 1,371,839 1,230,217 (141,622)
Education 19,741,716 21,543,770 1,802,054
Drug Enforcement Fund 25,000 20,000 (5,000)
Fire Protection Fund 2,185,291 2,315,615 130,324
E-911 Communication Fund 780,027 472,225 (307,802)
Capital Reserve Fund 2,900,000 2,424,000 (476,000)
Public Utilities Fund 7,050,625 7,160,263 109,638
Total Proposed $75i821 143 $8018621590 $5:°41 1447
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County Position Summary

FY 2008-2009, FY 2009-2010, FY 2010-2011

Approved Approved Mgr. Rec.
fy 2008-2009 | FY 2009-2010 | FY 2010-2011 New
Full-Time Full-Time Full-Time Positions in

Department Positions Positions Positlons Budget
County Commissioners 8 8 8 0
Manager 3 2 3 1
Human Resources 0 1 2 1
Information Technology 2 2 3 1
Elections 3 3 3 0
Finance Office 5 5 5 0
Tax Assessor 9 9 9 0
Tax Collector 5 5 6 1
Register of Deeds 5 5 5 0
Planning 7 5 5 0
Inspections 9 8 8 0
GIS 3 3 3 0
Recreation 4 3 3 0
Economic Development 3 3 3 0
Public Buildings-Maintenance 12 12 12 0
Sheriff's Department 64 64 70 6
Communications - E911 17 17 18 1
Jail Operations 38 33 35 2
Emergency Medical Services 59 54 58 4
Emergency Management 4 3 3 0
Cooperative Extension 3 0 0 0
Health Department 66 59 63 4
Animal Control 5 5 5 0
Soil and Water Conservation 4 4 4 0
Veterans Services 2 1 1 0
Social Services 92 91 91 0
Child Support - DSS 0 0 8 8
Library 9 9 9 0
Aging Department 11 11 11 0
Solid Waste-Landfill 6 6 6 0
Airport Operations 3 3 3 0
Water and Sewer Department 18 16 16 0
Total Full-Time Positlons 479 450 479 29
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Capital Outlay

Department Requests
FY 2010-2011
Capital
Capital Outlay Computer Qutlay Capital
Equipment Equipment Vehicles | Outlay Over Capital
Dept. (0740) {0742) {0744) [$5.000 (0745)| Improvements Totals
420 $3,500 $1,500 $5,000
440 $1,000 $1,000
460 $750 $3,000 $3,750
463 $3,500 $3,500
465 $300 $3,500 $3,800
491 $2,500 $2,500
492 $3,000 $3,000
493 $11,545 $11,545
500 $2,100 $48,000 $50,100
510 $34,310 $21,700 $362,980 $418,990
511 $15,000 $15,000
512 $19,470 $3,000 $34,860 $57,330
513 $20,345 $20,345
515 $4,250 $4,250
531 $35,300 $6,000 $41,300
532 $3,000 $3,000
533 $719,913 $719,913
590 $1,000 $1,000
592 $8,500 $8,500
593 $21,606 $21,606
596 $1,500 $6,000 $40,000 $47,500
598 $2,215,000 $2,215,000
603 $116,120 $116,120
604 $11,100 $11,100
605 $1,000 $1,000 $2,000
606 $20,000 $20,000
607 $3,000 $3,000
610 $2,000 $8,7680 $56,723 $67,503
611 $4,092 $22,250 $26,342
630 $1,400 $22,114 $23,514
631 $4,000 $4,000
650 $2,000 $2,000
44-511 $2,895 $30,000 $32,895
45-510 $6,400 $20,000 $26,400
45-511 $6,600 $48,250 $54,850
Totals | $1,076,796 $92,930 | $564,677| $98,250 | $2,215,000 | $4,047,653




O

O

Capital Outlay
Manager's Recommendation

FY 2010-2011
Capitai
Capital Outlay | Computer Qutlay Capital
Equipment Equipment Vehicles Outlay Over Capital
Dept. {0740) {0742} {0744) 5,000 (0745)| Improvements Totals
420 $3,500 $1,500 $5,000
440 $0 $0
460 $750 $3,000 $3,750
463 $3,500 $3,500
465 $300 $3,500 $3,800
491 $2,500 $2,500
492 $3,000 $3.000
493 $11,545 $11,545
500 $2,100 $16,000 $18,100
510 $27,159 $16,900 $357,980 $402,039
511 $15,000 $15,000
512 $19,470 $3,000 $34,860 $57,330
513 $20,345 $20,345
515 $4,250 $4,250
531 $32,396 $6,000 $38,396
532 $3,000 $3,000
533 $319,913 $319,913
590 $1,000 $1,000
592 $8,500 $8.500
593 $21,606 $21,606
596 $1,500 $6,000 $40,000 $47,500
598 $65,000 $65,000
603 $103,620 $103,620
604 $11,100 $11,100
605 $1,000 $1,000 $2,000
606 $0 $0
607 $1,000 $1,000
610 $2,000 $8,780 $20,000 $30,780
611 $4,092 $22,250 $26,342
630 $1,400 $22,115 $23,515
831 $4,000 $4,000
650 $2,000 $2,000
44-511 $2,895 $30,000 $32,895
45-510 $6,400 $20,000 $26,400
45-511 $6,600 $48,250 $54,850
Totals | $631,241 $88,130 | $490,955 | $98,250 $65,000 $1,373,576




Tab Three



Summary of Proposed General Fund Budget

For Fiscal Year 2010-2011

By Major Category
Proposed Anticipated County

Category Funding Revenues Cost Percent
General Government 4,663,082 695,000 3,968,082 8.97%
Public Safety 18,218,735 4,136,847 | 14,081,888 31.83%
Economic and Physical Development 5,160,330 3,267,357 1,892,973 4.28%
Human Services 17,654,353 12,271,967 5,382,386 12.17%
Water and Sewer Service 235,283 0 235,283 0.53%
Cultural and Leisure 1,230,217 185,210 1,045,007 2.36%
Education 21,643,770 3,914,000 | 17,629,770 39.85%

Total Proposed $68,705,772 $24=470=381 $44=235=389 100.00%
General Government 6.79%
Public Safety 26.52%
Economic and Physical Development 7.51%
Human Services 25.70%
Water and Sewer Service 0.34%
Cultural and Leisure 1.79%
Education 31.36%

$1.00
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County Breakdown

P8 end hs el water edu Total
Governing Body 278,760 278,760
Manager 300,909 300,809
E ﬁ n Resources 137,292 137,292
. of Elections 303,011 303,011
Finance 362,707 362,707
Tax Assessor 604,617 604,617
Tax Collector 449,202 449,202
Register of Deeds (168,515) {168,515)
Planning 340,778 340,778
Inspection {(152,011) {152,011}
GIS Mapper Service 206,660 206,660
Recreation 407,426 407,426
Economic Development 530,176 530,176
Maintenance 878,948 878,948
Central Services 272,198 78,000 13,000 207,984 9,000 | 235,283 0 815,465
Sheriff 5,439,599 5,439,599
Communications 1,082,335 1,082,335
Jail 1,708,032 1,708,032
Jail - Meal Operations 370,175 370,175
Clerk of Court 71,082 71,082
Fire Protection 126,298 126,298
Rescue & Ambulance Services 3,123,525 3,123,525
Emergency Management Services 215,064 215,064
Rescue Squad Coentributions 20,000 20,000
4H-Directions 0 0
Health 652,962 652,962
Animal Control 361,134 361,134
inical Health 578,997 578,997
Ik Health (102,839) (102,839)
@ Health (91,630) (91,630)
Capital Improvements 65,000 65,000
Information Technology Department 219,716 219,716
Cooperative Extension Services 253,465 253,465
Soil & Water Conservation 181,279 181,279
Veterans Services 82,134 82,134
Legal & Professional Services 56,700 56,700
Solid Waste 740,337 740,337
Social Services 1,940,977 1,940,977
Social Services Programs 1,534,965 1,534,965
DSS Child Support 50,485 50,485
Library 628,581 628,581
Aging 494,661 494,661
Airport Operations {284) (284)
Debt Services 136,455 | 1,162,209 | 175,000 33,690 0 0| 4254437 | 5,761,881
Education Allocations 13,375,333 | 13,375,333
0 0
Totals| 3,968,082 | 14,081,888 | 1,892,973 5,382,386 | 1,045,007 | 235,283 | 17,629,770 | 44,235,389
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Franklin County
2010-2011 Total Budget By Category

Department - Total $§
aq 22 epd hs ] watey edy Total

Governing Body 278,760 278,760
Manager 300,909 300,909
Human Resources 137,292 137,292
Board of Elections 303,011 303,011
Finance 362,707 362,707
Tax Assessor 604,617 604,617
Tax Collector 624,202 624,202
Register of Deeds 351,485 351,485
Planning 430,563 430,563
Inspection 604,989 604,989
GIS Mapper Service 206,660 206,660
Recreation 431,426 431,426
Economic Development 530,176 530,176
Maintenance 878,948 878,948
Central Services 272,198 143,000 73,000 302,484 9,000 235,283 0 1,034,965
Sheriff 5,891,317 5,891,317
Communications 1,082,335 1,082,335
Jail 2,947,432 2,947,432
Jail - Meal Operations 490,705 490,705
Clerk of Court 71,082 71,082
Fire Protection 126,298 126,298
Rescue & Ambulance Services 3,867,525 3,867,525
Emergency Management Services 249,564 249,564
Rescue Squad Contributions 639,913 639,913
4H-Directions 0 0
Heaith 803,712 803,712
Animal Control 376,134 376,134
Clinical Health 2,872,201 2,872,201
Dental Health 520,625 520,625
Home Health 1,023,370 1,023,370
Capital Improvements 65,000 0 65,000
Information Technology Department 219,716 219,716
Cooperative Extension Services 330,465 330,465
Soil & Water Conservation 257,936 257,936
Veterans Services 84,134 84,134
Legal & Professional Services 56,700 56,700
Solid Waste 3,002,037 3,092,037
Social Services 5,480,762 5,480,762
Social Services Programs 4,737,176 4,737,176
DSS Child Support 644,118 644,118
Library 789,791 789,791
Aging 1,152,081 1,152,081
Airport Operations 701,716 701,716
Debt Services 136,455 1,162,299 175,000 33,690 0 0 8,168,437 9,675,881
Education Allocations 13,375,333 13,375,333

Totals 4,663,082 18,218,735 5,160,330 17,654,353 1,230,217 235,283 21,543,770 68,705,770
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DEBT SERVICE
Account Number
810

811
812
813
814
815
816
817
818
819
820
821
822
823
824
825
826
827
828
829
830
831
832
1810
1812
2810
2811
2812
2813
2814
801
800
901
900
905
1000
1005

Totals

aq ps epd
577'000
115,000
0 65,000
272,605
18,663
97,781
19,455
0 52,020
78,480
750
2,000
175,000
0
0
136,455 1,162,299 175,000

water = edu

100,000
31,350

535,000
0

1,000,000
696,250

0

0
132,018

17,000
266,670
73,755

33,690
521,700
645,000
362,875
200,000

500,000
550,000
73,200
240,000
750,000
1,220,000
253,619

33,690 0 0 8,168,437

Total

100,000
31,350
577,000
0
115,000
65,000
535,000
0
272,605
18,663
1,000,000
696,250
97,781
0
19,455
52,020
0
132,018
78,480
750
19,000
266,670
73,755
175,000
33,690
521,700
645,000
362,875
200,000
0
500,000
550,000
73,200
240,000
750,000
1,220,000
253,619
0
9,675,881



Central Services

41
110
120
121
130
320
493
560
570
592
595
596
600
610

650
651

691
692
693
720
760
770
974
980
981
982
990

Totals

a4
62,000
15,000

8,000

3,000

8,500

5,000

20,698

0

0
0
150,000
272,198

24,000

75,000

9,000

35,000

143,000

9,000

4,000

60,000

73,000

g

9,000

15,750

148,500
34,859
94,375

302,484

cl water
9,000
0
0
235,283

9,000 235,283

0

Total
24,000
62,000
15,000

8,000
3,000
0
8,500
9,000
0

0
9,000
9,000
75,000
5,000
15,750
20,698
9,000
4,000
35,000
0
235,283
0

0

148,500
34,859
94,375

0

60,000

0

0

150,000
1,034,965



4/5/2010

@

New Account FY 09-10 FY 09-10 FY 10-11
DESCRIPTION Number Requested Estimated | Recomended
506 - Tourism|Occupancy tax 10-315-0000 60,000 60,000 60,000
506 Human |OJJP Reimbursement 10-389-0000 72,000 65,000 65,000
506-transp |KARTS ROAP Grant 10-389-0001 79,756 94,500 94,500
Aging Donations Aging _ 10-335-0055 0 0 0
Aging Medicare Part D 10-376-0010 0 0 0
Aging 631 Project income Aging 10-346-0050 16,497 16,500 24,000
Aging 631 State HCCB Grant - Aging 10-376-0011 446,123 445,000 446,123
Aging 631 Elderly and Handicap 10-376-0012 24,700 24,700 24,700
Aging 632 |United Way Aging 10-376-0013 6,930 5,908 0
Aging 632 |Special Assistance Donations 10-376-0014 6,650 3,000 0
Aging 632 |Aging Supplemental Meals 10-346-0030 30,000 30,000 30,000
Aging 632 |Hasten 10-346-0051 6,500 7,300 6,500
Aging 632 |Tour Income Aging 10-346-0060 0 2,240 2,240
Aging 632 |Senior Activities 10-346-0077 10,000 16,000 25,000
Aging 633 |Participant Fees ADC and Inhm 10-346-0061 12,000 7,500 12,000
Aging 634  |EDS Reimb - Aging 10-346-0076 12,000 600 600
Aging 634  |Adult Daycare Program Reimb. 10-346-0029 86,257 89,300 86,257
Airport Airport Jumper Fees- High Flight 10-354-0096 19,000 10,000 15,000
Adegort Rent Airport - Hangers 10-354-0097 212,419 212,800 220,000
brt Fuel Sales 10-354-0098 507,894 388,425 465,000
Airport Airport Misc Sales 10-354-0099 1,600 1,800 2,000
Animal Animal Control Fees 10-349-0291 8,500 14,500 15,000
Debt educatio|Adequate Facility Fees 10-357-0029 0 0 0
Debt educatio| Transfer from Cap. Reserve 10-397-0000 2,900,000 2,700,000 2,424,000
DSS Happy Camper Donations 10-335-1051 15,000 10,000 11,000
DSS United Way Grant 10-377-1000 6,000 8,000 8,000
DSS DSS Contributions 10-377-1050 15,000 17,716 15,000
DSS DSS State Foster Care Reimb 10-377-0004 153,450 178,337 168,590
DSS AFDC Foster Care 10-377-0005 260,366 152,255 114,729
DSS Daycare FSA 10-377-0008 2,673,991 2,304,400 2,555,080
DSS Work First Trans. Asst. 10-377-0010 14,880 17,607 17,607
DSS E & H Transportation 10-377-0165 24,700 40,082 40,082
DSS Adoption Asst. 10-377-0701 32,859 35,409 41,742
DSS Emergency Food and Shelter 10-377-1045 39,702 39,702 31,250
dss Medicaid Transportation 10-377-1049 189,060 155,000 | 165,375 |
DSS Health Choice Fees 10-348-1056 16,800 15,525 15,600
DSS AFDC Collections 10-348-0150 984 5,000 4,776
dss medicaid collections 10-348-0151 11,304 10,836 7,404
DSS Food Stamp Claim Collections 10-348-1055 8,004 6,972 5,976
DSS 610 State Grant DSS 10-377-0000 3,168,647 3,500,000 3,248,239
DSS 610 DSS at Risk Management 10-377-0003 12,000 17,000 24,480
3610 IV-D Returns AFDC 10-377-0009 8,000 7,110 0
bsS 610 |HOME STUDY FEES 10-348-1053 1,000 400 400
DSS 610 EDS Chore Reimb - DSS Admin 10-348-1058 315,000 277,276 266,666
DSS Inhm In-home Participant Fees 10-348-1052 0 0 0



DSS 611 IVD Incentive 0
DSS 611 Child Support Reimbursement 0
EDC Kerr Tar Grant 10-348-9998 0
Transpo{DOT Paving Grant 10-385-0000 25,000
ation School ADM Funds 10-396-0000 400,000
Education Lottery Proceeds 10-396-0010 900,000
Elections HAVA Grant 10-385-0078 0
Elections Election Charges 10-354-0079 0
Elections HAVA Grant 10-335-0078 0
EMS State Grants Emergency Mgmt 10-386-0100 34,000
EMS Medicare/Medicaid Ambulance 10-349-1045 400,000
EMS Insurance - Ambulance 10-349-1046 200,000
EMS Private Pay Ambulance 10-349-1047 75,000
EMS EMS Fire Inspection Fees 10-386-0200 0
ems-rescue |{Contributions to Reserve Fund 10-349-1048 159,000
ems-rescue |Contributions to Incentive Fund 10-349-1049 208,425
Ext Extension Collections 10-335-0381 66,500
Ext Cooperative Extension Grant-NCSU 10-381-0001 0
ext CBA Restitution 4-h Directions 10-381-0002 66,500
Finance Fund Balance Appropriated. 10-399-0000} 1,018,979
Finance Industrial Road Project 10-335-9500 0
Finance Qffice Rental income 10-335-0800 15,000
Finance Federal ASCS Rent 10-335-1100 15,000
Finance Facility Fees 10-345-1000 120,000
Finance Franchise Fees 10-354-0094 145,000
inance Interest on Investments 10-329-0000 350,000
_hce Miscellanecus Revenue 10-335-0000 35,000
Finance Sales of Surplus Property 10-335-0382 0
Finance Gasoline Tax Refund 10-335-1105 0
Finance Proceeds from Insurance Claims 10-335-9901 15,000
Finance Beer and Wine Tax 10-341-0000 215,000
Finance ABC Rehab 10-347-0000 14,500
Finance Local Sales Tax - General 10-345-0000 5,172,365
Finance State Hold Harmless 10-398-0000 0
Finance State Bond Reimb. 10-397-0005 0
GIS State Grant 10-387-0000 0
Health Health Contributions 10-379-9901 0
Health State Adult Health 10-379-0211 217,849
Health State Grants Family Planning 10-379-0220 86,680
Health State Grants MCH 10-379-0230 27,000
Health State Grants Child Health 10-379-0235 120,911
Health State Grants WIC Program 10-379-0240 263,592
Health State Grants Comm. Disease 10-379-0250 20,060
Health Child Health Smart Start 10-379-0260 0
health Rural Health Private Grants - Health 10-379-9902 102,500
Healith Family Planning Fees 10-349-0160 150,000
Health Child Health Fees 10-349-0180 852,313
Health Maternal Health Fees 10-349-0182 310,585
th Comm. Disease Fees 10-349-0185 44,571

Ith General Health Fees 10-349-0190 101,124
Health Jail Health Reimb 10-349-9903 0
Health Dental|Dental Grant 10-379-0290 0

OO0
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0
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869,767
264,859
52,175
182,216
0

0



Health Dental|Dental Health Fees 10-349-9900 685,000
Health G State Grants Health 10-379-0210 10,975
Health G Environmental Health Fees 10-349-0292 130,000
i MthH Fed Grants Aid to County - HH 10-379-0335 565
th H Fed Grants Medicare - HH 10-349-0330 625,956
Heaith H Fed Grants Medicaid - HH 10-349-0332 232,490
Heaith H Fed Grants Other - HH 10-349-0334 224,280
Inspection |Inspection Fees 10-357-0000 542,268
Inspection  |Fire Ingpection Fees 10-357-0020 33,900
Jail Jail Fees 10-358-0000 1,800,000
Jail Meal Reimbursement 10-358-0020 125,000
jail Jail Non Emergency Medical Fee 10-358-0110 1,000
Jail Telephone Commission 10-358-0021 65,000
Library Library Gifts - MEMORIALS 10-378-0040 0
Library Library Gifts - Louisburg_ 10-378-0550 4,800
Library State Grants Library 10-378-0060 114,144
Library Library Grants 10-378-0600 13,073
Library Library Fines & Fees 10-354-0030 30,000
Planning Hazard Mitigation Grant 10-385-9696 0
Planning Home Owner recovery fund 10-357-0010 0
Planning Telecommunication Fees 10-357-0011 13,500
Planning Storm water fees 10-357-0012 5,000
Planning Planning Fees 10-357-0030 55,000
Planning Adv. Of Capacity Fee 10-357-0031 5,050
Planning Map and Materials fee 10-357-0032 0
nin Street Signs Reimb. 10-357-0033 0

in Town Of Lsbg. Reimb. Code Officer 10-357-0041 29,785

Rec Recreation Contributions 10-335-0352 500
Rec Recreation Fees - Adults 10-352-0010 5,000
Rec Recreation Fees - Youth 10-352-0020 15,000
Rec Recreation Fees - Bill Board Sales 10-352-0030 0
Rec Recreation Consession Sales 10-352-0031 3,000
Rec Recreation Fees - Trips and tours 10-352-0040 0
Rec Recreation Fees - Instructional Fees 10-352-0050 0
Rec Recreation Fees - Toumnament Fees 10-352-0060 0
Rec Recreation Fees - Sponsor Fees 10-352-0070 3,500
Rec Recreation Fees - Gym Fees 10-352-0071 0
Rec Rec Facilities Reserve 10-357-0040 0
Rec Recreation Grant 10-385-0080 0
ROD Register of Deeds Fees 10-356-0000 480,000
ROD Loan Proceeds 10-396-0000 0
S&W State S&W Conservation Dist. 10-385-0700 72,644
Sheriff Sheriff Exployer Program 10-335-0050 1,000
Sheriff Sheriff Contributions 10-367-0010 0
Sheriff Sheriff child support reimb. 10-358-0950 40,500
Sheriff US Dept of Justice 10-375-0040 143,621
Sherift Sheriff Fees 10-358-0010 125,000
Sherift School Reimb. Hum. Resource Officer| 10-358-0900 97,500
iff Concealed Weapons 10-367-0000 10,000

riff State DWI Funds 10-345-0300 5,500
Solid Waste |Scrap Tire Grant 10-370-0004 66,000
Solid Waste |SW Tipping Fees 10-370-0000 786,000

618,773
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0
649,518
273,436
190,906
712,472
22,011
1,010,000
120,000
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5,500
64,314
948,000
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0
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1,000
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500
5,000
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0

2,000
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0
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0

0
42,464
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18,480
5,500
64,000
948,000




Solid Waste [Recycling Revenue 10-370-0001 30,000 42,000 37,000
Solid Waste |White Goods Tax 10-370-0002 21,300 18,646 19,000
Solid Waste |Fines Solid Waste 10-370-0003 1,000 200 200
N Waste |Solid Waste Avail. Fee - Commerical 10-370-0030 46,000 44 514 46,000
Waste |Solid Waste Availability Fee 10-371-0005 1,021,000 1,021,000 1,237,500
Tax Tax Setvice Louisburg 10-335-0010 37,500 37,500 37,500
Tax Overages Tax Collections 10-331-0010 1,000 500 500
Tax Tax Penalty & Interest 10-317-0000 300,000 344,000 325,000
Tax Late Listing 10-317-0010 0 0
Tax Privilege Taxes 10-325-0000 1,500 2,400 2,400
Tax Vehicle Tax Rental 10-325-0050 1,500 1,568 1,500
Tax Tax Foreclosure Reimb 10-330-0000 175,000 100,000 175,000
Tax Tax Discounts 10-311-0000 (165,000} (165,000) (175,000)
Tax Tax Refunds 10-312-0000 (34,000) (12,000) (12,000)
Tax Tax Interest passed to State 10-317-0030 (36,000) (39,638) (40,000)
Tax Current Taxes 10-301-0030 32,496,263 | 33,766,000 33,678,282
Tax Delinquent Taxes 3-10 10-301-0000 72,000 72,000 70,000
Tax Delinquent Taxes 2 10-301-0010 115,000 115,000 120,000
Tax Delinquent Taxes 1 10-301-0020 815,000 815,000 700,000
Tax Taxes-solid waste 10-301-0090 0 0 0
trangfer in Transfer from Fund 48 10-398-0011 0 0 0
transfer in Transfer From Fund 64 Close acct 10-398-0010 55,000 0 838,132
Vet State Grant Veteran Services 10-382-0080 2,000 4,000 2,000
|O TOTALS FUND 10 64,990,641 | 64,071,155 | 68,705,770 |
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Public Utilities

, 1630 US #1 Hwy
F kl . Youngsville, NC 27596
O "A( Olzln%‘;]] Phone: 919.556.6177
NORTH CAROLINA Fax: 919.556.6709

A Restarch Triangle Region Conemunity
www.franklincountync.us

MEMORANDUM
To: Franklin County Municipal Customers
From: J Bryce Mendenhall, Director of Public Utilities
Date: May 17,2010
Subject: Proposed rate increases

This memorandum serves to inform you of potential utility rate increases that have been

proposed for the upcoming fiscal year. The departmental budget that I submitted made

recommendation for an across the board ten (10 %) percent increase in the water and
O sewer rates currently applied. If adopted, the Municipal rates would appear as follows:

MUNICIPAL WATER SEWER

$7.70/1000 gals $6.38/1000 gals
Please understand that at this time, these rates are proposed and are set for review by the
Franklin County Board of Commissioners over the next several weeks. When the final

rates have been set for the upcoming fiscal year and the operating budget has been
adopted, I will formally contact you to present any changes.

If you have any questions concerning my recommendations, please feel free to contact
me directly @ 919-556-6177. Thanks and good luck with your individual budget
preparation.

“Equal Opportunity Employer”
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Phone: {(919) 719-1100
Fax; (919) 719-1101

E-mail:
ncacc@ncacc.org

http:/fwww.ncacc.org/fearlessforecast_2010-11.html

Annual revenue projections for state-collected, county-
authorized revenues

Introduction

Every year at this time, we develop forecasts of major county revenues and assemble
other information to help county officials put together their proposed budgets for the
upcoming fiscal year.

Please find here a spreadsheet of ali local state-shared revenues from 2008-09.
We have also linked all other accompanying materials within this main document for
your easy retrieval. If the link cannot be accessed, please see our Web site,

www.necacc.orgflinks-budget.html.

State and National Economic Qutlook

National and state economists declared the end of the "Great Recession® in late
summer 2009, after 20 months of the steepest economic decline since the *Great
Depression.” While forecasters predict continuing recavery in 2010, growth predictions
are modest at best and do not track with past post-recessionary recoveries. Not sure if
it's an "L" shape but definitely not a "V." Nationally, the U.S. economy is predicted to
expand by less than 3 percent (Wells Fargo Economics); the state economic outlook is
slightly better with a 3.5 percent growth rate forecast (Connaughton, UNCC).

Slow recovery translates into continued high unemployment, which in turn translates
into anemic retail sales. Per the N.C. Employment Security Commission, North
Carolina lost nearly 300,000 jobs during the recession and economists predict that it
will take 4 to 5 years to regain lost jobs. The state’s January unemployment rate at
11.1 percent is significantly higher than the national rate at 9.7 percent and the 8th
highest nationally. Even as dire as this rate is, it masks what's happening in individual
counties. In December, the most recent seasonally adjusted data available, 53
counties had unemployment rates exceeding the statewide average, with Scotland
County being the highest at 17.7 percent, followed by Rutherford County at 17
percent. Not much improvement is expected in 2010 — the state unemployment rate is
expected to remain near 11 percent.

The State Budget
2009-10

To manage potential revenue declines, Govermor Beverly Perdue ordered that state
agency allotments be reduced by upwards of 5 percent almost immediately after the
General Assembly adopted the state’s biennial budget. Each state agency was given a
separate spending reduction target, and the agency developed its own
recommendations for meeting its target. Generally, the targets were lower for eritical
state programs — public school spending was not subject to a required percentage
reversion. County program impacts largely track those of other non-state entities and
were generally cut the same amount as the sponsoring state agency's reduction
target. All told, expected statewide reversions were anticipated to save neary $500
million throughout the fiscal year.

State Medicaid expenses have been up sharply and are projected to exceed state
appropriations by roughly $250 million or 10 percent. Federal approval of Medicaid

5/19/2010
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reductions as enacted in this year's budget have been delayed, as has the shift of the
*aged and disabled” population to the community care network of services. Not only
has enrollment increased, but utilization of services is up substantially, with the budget
based on a 0.25 percent increase while actuals are up around 3 percent, The federal
government has relieved the state of some of its Medicare Part D {prescription drugs)
clawback, forgiving some $150 million in state paybacks.

Given the enormous job losses and little employment gain, the state's economy-based
revenue sources such as personal income tax withholdings and sales taxes are being
hit hardest. Luckily, due to the Department of Revenue’s resolution payment initiative,
and wisely, due to lowered growth forecasts undergirding the state budget, state
revenues through February are only slightly off target. Based on the most recent
analysis by the General Assembly's Fiscal Research Division, state revenue
collections for the first eight months are $45 million below the $12.1 hillion target for
the year. Absent DoR's over-collections in disputed business taxes, state collections
would be off $320 million or 2.6 percent below forecast. What a difference a year
makes — last year we reported state collections off by 9.2 percent.

Sale tax collections continued to fall sharply throughout the 2009-10 fiscal year, with
year-to-date state sales tax collections, baseline, off 11 percent. Year-to-date local
distributions, through the April payment {January sales) track closely, showing a 9.5
percent decline. Through the end of the fiscal year, fiscal staff estimate a 5-6 percent
further decline in baseline collections.

All in all, the informal consensus of this fiscal year's state revenue shortfall runs from
$500 to $700 million — it is believed that the govemnor's required reversions and access
to available reserve funds should provide enough of a cushion to weather a revenue
gap at this level.

201011

The General Assembly will convene May 12 for a "short" session designed primarily to
tweak the second year of the state’s biennial budget. We understand that Govemor
Perdue will release her 2010-11 budget request in conjunction with the Legislature’s
convening. In preparation for her budget submission, she has directed state agencies
to develop 3, § and 7 percent reduction options based on current year appropriations;
such options must minimize the impact on direct citizen and core rission
governmental services. Specifically, departments are asked to eliminate duplicative
and underperforming programs, streamline and consolidate programs, offices and
services, show efficiencies, reduce management layers and budget receipts. Jobs,
education, transparency, and healthy and safe communities are her budget priorities,
and expansion requests are limited to unfunded continuation items included in her
2009-11 recommended budget, statutorily required increases, continued phase-in of
new programs, and receipts-funded IT projects. No salary increases are expected.
Upon receipt of the governor's budget, we will conduct and distribute a comprehensive
analysis of her proposal and its impacts on county budgets.

State budget and fiscal analysts set a consensual general fund growth estimate of 3.2
percent for the state’s 2010-11 budget, including a 2.4 percent sales tax growth. These
estimates will likely be lowered, in light of the state's economic performance and
personal tax collections in April. Furthermore, the $500-$700 million revenue gap for
this fiscal year will necessitate lowering the revenue base underlying next year's
budget. Personal income growth alone is expected to be less than 1.5 percent in 2010,
significantly lower than the 2.9 percent undergirding the budget. Sales tax growth is
thought to be in the 2 percent range — we recommend 1-2 percent growth in local
sales taxes, depending upon local economic conditions. All in all, legislators could be
facing a $1 billion shortfall come July 1, significant with regards to size - 5+ percent of
a $19.6 billion dollar budget - and with regards to compounding, given the earlier cuts
made this fiscal year.

For locally paid school employees, counties can expect the state health plan annual
premium of $3,753 for Medicare-eligible employees and retirees and $4,929 for all
others. Unless adjusted in the 2010-11 budget, the employer retirement contribution
for locally paid school employees will equal 10.51 percent of salary. To help manage

http://www.ncacc.org/fearlessforecast_2010-11.html 5/19/2010
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revenue declines, the Office of State Budget and Management has requested
additional possible reductions of 3 percent for public schools ($214 million), on top of
the new budgeted recurring cuts of $180.5 million.

The Senate drafts the first legislative response to the governor's proposal.
Medicaid Relief Swap

After years of intensive county lobbying, the General Assembly enacted a Medicaid
relief swap package in its 2007-08 budget (House Bill 1473) to phase out the county
share of Medicaid over three years, with the final components of the relief swap
occurring in 2009-10. Prior to the Medicaid relief swap, the state required counties to
pay 15 percent of the non-federal share, the last state requiring county financial
participation in all Medicaid services. Counties continue to bear the total non-federal
portion for Medicaid administrative costs, estimated at $102 million for 2010-11.

Counties still need to budget some marginal funds for Medicaid transportation
administration — please find here the annual cost projections for 2010. Also, counties
need to closely track Medicaid eligibility determination error rates. Sustained and
habitual errors in eligibility determination may result in the county being responsible for
the federal and state pay-back for the Medicaid services costs inappropriately
incurred.

To help the state absorb the additional Medicaid cost, counties relinquished a half cent
of their local sales tax — the per capita portion of the Article 44 sales tax effective with
sales made on or after Oct. 1, 2008, and the point of sale portion of Article 44 effective
with sales made on or after Oct. 1, 2009. To mitigate state financial exposure, the
Article 42 sales tax changed from a per capita distribution to that of a point of delivery
basis, beginning with the October 2009 distribution (January payment). Since the per
capita food sales tax is no longer statutorily tied to Article 42, it remains distributed on
4 per capita basis. Counties also are required to hold their cities harmless for their
Article 44 loss, adjusted by the Article 42 distribution change. Please remember that
sales tax collections and distributions are roughly three months apart — in 2009-10,
counties saw Aricle 44 eliminated with the distribution they received in January.
However, as sales tax refunds from hospitals, non-profits, local govermments, and
other entities are processed, generally with a year or more lag from the sale, the
Article 44 posting on the sales tax monthly distribution report may show negative
amounts for some time to come.

The Medicaid relief swap includes a "hold harmless® provision that guarantees each
county will benefit by at least $500,000 in Medicaid relief every year in perpetuity.
Eligible counties receive 90 percent of the estimated hold harmless payment by March
15, with a truing up of the actual payment due by Aug. 15. In this and future years, the
Medicaid hold harmless payment is based on actual performance — actual Medicaid
savings versus actual foregone sales taxes.

The third annual Medicaid hold harmless report was released March 15 - March 2010
hold harmless report. The amounts were predicated on Medicaid savings beginning
July 1, 2009, with the county Medicaid share eliminated in its entirety.

The Department of Revenue calculates the city loss monthly and withholds this
amount ostensibly from the county's Article 38 monthly distribution (reduction is
actually made against total county allocation). DoR includes the city hold harmless in
the city's monthly distribution. The Local Government Commission recommends that
counties book the city hold harmless against their Article 39 receipts.

Because the Medicaid relief swap affects Aricles 44, 39 and 42, counties must project
their sales tax revenues accordingly ~ the county’s actual loss in Article 44, the city's
loss of Adicle 44 being deducted from the county's Aricle 39, and the county/city
impact for Article 42 shifting to a point of delivery basis.

Counties receiving the Article 44 hold harmless payments from lost reimbursements
will continue to receive these funds until the current expiration date of 2012, absent

http://www.ncacc.org/fearlessforecast_2010-11.html 5/19/2010
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legislative action.

Current law requires counties to use 60 percent of Article 42 receipts for public school
capital outiay purposes as defined in G.S. 115C-426(f) or to retire any indebtedness
incurred by the county for these purposes. The General Assembly modified this
requirement in the 2008 “technical corrections” bill (S1704), to require counties whose
Article 42 receipts would be less under the point of delivery allocation to earmark
enough revenue to make up for the loss of schooi construction funding.

Discussions with General Assembly staff and School of Govemment faculty indicate
that the required school construction set asides under Articles 40 and 42 do not apply
to the food sales taxes previously levied under these articles. A reformatting of the
N.C. Department of Revenue's sales tax distribution report now clearly shows those
sales tax collections attributed to food sales. To help counties calculate the monthly
required set-aside, please find here a suggested methodology, based on data
supplied via the sales tax distribution report. As a reminder, Article 42 and Aricle 40
set-aside dollars are to be used by counties to meet their statutory obligations
regarding school construction and maintenance; this is not a funding stream directly to
schools.

Federal Recovery Funding

Counties can still take advantage of favorable school bonding opportunities made
available under last year's federal stimulus package, and federal legislation just
enacted will convert the buyer's tax credit to an issuer's interest offset payment to
encourage market aitractiveness. As a reminder, ARRA alsc allows a temporary
increase in bank qualified loans to $30 million. Any county wishing to issue Recovery
Zone Economic Development Bonds for its own infrastructure needs, or assist private
firms with the Recovery Zone Facility Bonds must do so before the calendar year's
end. Please see the N.C. Depariment of Commerce's Web site for more information.

regarding the monitoring and reporting requirements associated with the federal
stimulus package.

Federal Health Care Legisiation

We are beginning our analysis of the just-passed federal heaith care reform
legislation, and will follow this with a detailed description of potential county impacts.
We understand additional funding will be made available for county public health
departments, while the expansion of Medicaid eligibility to all individuals under 65 with
incomes up to 133 percent of the federal poverty level will greatly increase county
DSS eligibility caseloads. The Medicaid expansion does not become effective until
2014.

ADM Fund and Lottery Proceeds for Schooi Construction
ADM Fund

The General Assembly redirected all of the 2009-11 biennium corporate tax set asides
for school construction, the statutory revenue stream for the county ADM Fund, to
state public school operating expenses. Absent further legislative action, the corporate
tax set asides for school construction will resume with the 2011-13 biennium.

The General Assembly's funds diversion did not impact current ADM Fund balances.
For your county’s balance, please see the ADM Fund "Special Summary Report."
under the Public Schoel Building Capital (ADM) Fund link at this site.

Lottery Proceeds

The 2009-10 state budget appropriated $368 million in lottery receipts for educational
purposes, of which $147 million was appropriated for public school capital needs. A
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special provision prevents any revenues in excess of appropnations from replenishing
the lottery reserve tund, while a provision in the "Budget Technical Corrections bill
(HB36) directs any excess lottery revenues to those counties whose effective tax rates
fall below the statewide average. Lottery commission staff have projected that net
lottery revenues will exceed appropriated levels by $50 million. Should the curmrent
provision remain in place, all of the $50 million would be distributed only to those
counties whose effective tax rates are at or below the statewide average. To prevent
an uneven distribution, we may see quick legislative action to allocate these additional
monies on a straight ADM basis with some set aside to help replenish the lottery
reserve.

As a reminder, net lottery revenues are statutorily allocated with 50 percent to early
grade classroom reduction, and at-risk pre-K programs, 40 percent for school capital
needs, and 10 percent for university and community college scholarships. The 40
percent for school capital needs are further divided into two allocations, unless the
General Assembly changes the school construction allocation formula. The first
allocation, available to all counties, sets aside 65 percent of the 40 percent based on
the school district's average daily membership. The second allocation sets aside the
remaining 35 percent for those counties whose effective tax rates exceed the
statewide average based on current year's data. A county's effective tax rate is based
on where a county is in its revaluation cycle. For those counties in the first year of
revaluation, the effective rate equals the tax rate multiplied by the sales/assessment
ratio for that year (generally the ratio is at or is very close to 1}. For those counties in
the second year of revaluation, the effective rate equals the tax rate multiplied by a
weighted average of the salesfassessment ratio for the two most recent years. For
counties in the third or later year of revaluation, the effective rate equals the tax rate
multiplied by a three-year weighted average of the sales/assessment ratio. The
average daily membership of those school districts in qualifying counties will then be
used to allocate this second pot of money to individual counties.

Effective tax rates are recalculated each year to determine allocations for the following
fiscal year. While we await the official lottery allocations from the N.C. Department of
Public Instruction, we have provided an estimate of what counties might expect.
Changes in individual county effective tax rates vis a vis the statewide average
effective tax rate drastically impact anticipated lottery proceeds per county. The
Association's comparison of eligible counties based on 2009-10 data versus the
estimate based on 2008-09 data show 4 additional counties becoming eligible for
these additional monies. Inclusion in the second portion roughly doubles a county's
estimated allocation. As a reminder, the original 2009-10 lottery allocation for school
construction was erroneously calculated on 2007-08 property tax data. DPl has
revised its estimates to reflect 2008-09 information, and has adjusted all lottery
distributions for this fiscal year to reflect updated numbers.

Once the school capital lottery appropriations are made to the ADM Fund, county
access to those funds mirrors the process for accessing current ADM Fund dollars in
terms of project approval and uses with two major exceptions — lottery dollars do not
require a local match and cannot be used for technology projects.

Local Government Retirement System

After years of robust investment eamings, the state's local government retirement
funds experienced a real loss of 20 percent in 2008 and failed to meet targeted
interest eamings of 7.25 percent. Given these losses, amounting to $4.8 billion, the
North Cardlina Local Govemment Employees’ Retirement System (LGERS) Board of
Trustees approved the system's actuarially recommended employer contribution rate
of 6.35 percent of payroll, effective July 1, 2010, a 1.55 percentage point increase
above the current rate of 4.8 percent.

Each county should have received its notice of employer contribution rates from the
N.C. Department of State Treasurer, Retirement Systems Division. Future rate
increases are likely, in that the actuary study smoothed the rate increase needed to
offset the investment losses over five years. State Treasurer Janet Cowell has
convened a “Future of the Retirement Study Committee® to consider changes to the
retirement benefits' package for future employees in order to ensure sustainability
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while attracting and retaining a proficient workforce.
County Revenue Streams

The following sections outline thoss county revenue streams that are either collected
on behalf of counties or are state-shared, local revenues.

Local Option Sales Taxes

Qur original projections for 2009-10 sales tax distributions recommended a 4 percent
decrease over 2008-09 receipts. However, through the estimated April payment, local
sales tax distributions are down 9.5 percent, and declines for the remaining months
are likely to be in the 5 to 6 percent range. Local receipts are sheltered somewhat in
economic downturns since food sales are still subject to a 2 percent local tax, and food
accounts for nearly 13 percent of the sales receipts in 2008-09 for those 2 cents, up
from 11 percent in the prior fiscal year.

While there was much discussion regarding expanding the sales tax base to include
services, the General Assembly only extended the tax to include some digital
download products, effective with sales made on or after Jan. 1, 2010. Original
projections calculated a $3.6 million gain in local sales taxes annually. The
Department of Revenue is also taking action to require large volume vendors to submit
their allocation reports electronically — this should help spur local distribution
accurately and quickly.

As a reminder, no executive action can reallocate local sales taxes to backfill state
revenues — only legisiative action could redefine a local tax to be a state tax.

We reference sales taxes by their statutory citations in General Statute Chapter 105;

® Article 39 ~ one percent point of delivery, authorized 1971, food in base

e Article 40 — one-half percent per capita, authorized 1983, 30 percent set aside
for school capital, food in base as "state" sales tax; set aside not required on
food portion

e Article 42 — one-half percent point of delivery, authorized 1986, 60 percent set
aside for school capital, converted to point of delivery October 2009, food in
base as "state" sales tax; set aside not required on food portion

® Article 44 - one-half percent authorized 2001 to replace repealed
reimbursements, % cent per capita ceded to state October 2008, % cent point
of delivery ceded to state October 2009, no food

o Article 46 —~ one-quarter percent point of delivery, authorized 2007, no food, no
municipal share, requires referendum

Please visit the budget Web site for spreadsheets showing the county wide, and local
govemnment, sales tax distributions by Article, including those receipts due to sales tax
on food for home consumption.

Sales Taxes Changes

It's important to define the sequencing of sales, collections, allocation and distribution
to help in projecting sales tax receipts. For example, July "collections” reflect June
vendor “sales,” which are processed and "allccated" in August, with a local
govemnment “distribution” made on or before September 15. Put another way, local
govemment sales tax distributions in any given month reflect the actual sales made
three months prior.

Please note that the 2 percent local sales tax on food — its administration and
accounting — is treated as if it is a state sales tax beginning with the October 1, 2003,
collections (January 12, 2004, payment report). For allocation purposes, one-half of
the food sales tax is distributed on a per capita basis while the other half is distributed
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proportional to the 1997-98 Article 39 tax on food. The summary sales tax distribution
report reflects county sales taxes attributable to food for the point of delivery portion of
sales taxes. Overall, food accounted for $131 million per penny in 2008-09. As a
reminder, you may access all local sales tax distribution reports from our “Links"

page.

Sales Taxes Refunds

We encourage counties to monitor closely the sales tax refunds debited from their
county area distribution, given the growth and expansion of these refunds. Overall,
these refunds are now at $225 million for the local share alone.

Furthermore, the change from quarterly to monthly sales tax allocations makes these
refunds more pronounced in that they are no longer averaged over three months. Per
G.S. 105-164.14 (f), counties may request in writing to DoR the refund detail for the
previous 12 months, and the newly designed sales tax distribution report lists the total
refunds month by month.

Article 40

Article 40 is distributed on a per capita basis, with 30 percent of Article 40 receipts
dedicated to school capital. State fiscal analysts project statewide retails sale
collections should see nominal growth, after historic declines in this and last flscal
years. We recommend that counties consider a 1-2 percent growth in their Article 40
sales tax revenues.

As noted earlier, discussions with General Assembly staff and School of Government
faculty indicate that the required school construction set asides under Anicles 40 and
42 do not apply to the food sales taxes previously levied under these articles.

Article 42

Article 42 was converted from a per capita to a point of delivery basis with sales made
on or after October 1, 2008, Sixty percent of Article 42 receipts are dedicated to school
capital. For Article 42, counties need to decide whether a 1-2 percent growth in sales
tax collections appropriately reflects their specific economic conditions such as job
losses, changes in net migration, and availability of retail options.

The food sales tax receipts originally levied under Article 42, now levied under Article
5, the state's sales tax legislation, remain distributed on a per capita basis.

Articie 39

For Article 39, counties need to decide whether a 1-2 percent growth in sales tax
collections appropriately reflects their specific economic conditions such as job losses,
changes in net migration, and availability of retail options.

Article 44

The remaining poriion of Article 44 was ceded to the state on sales made on or after
October 1, 2008. Counties saw a reduction in their cash-basis distribution in January
2009, and may continue to see Aricle 44 adjustments as refund requests are
processed, and sales tax discoveries are made.

Hold Harmiess

Legislation authorizing Article 44 provided for a hold harmless provision for those local
governments whose expected Aricle 44 receipts do not replace their repealed state
reimbursements. Per G.8. 105-521, by May 1 of each year, the Department of
Revenue (DoR) and the Fiscal Research Division of the General Assembly must
estimate what Aricle 44 would generate for all local governments, based on their

http://www.ncacc.org/fearlessforecast_2010-11.html 5/19/2010



NCACC Page 8 of 10

existing allocations for Articles 39, 40 and 42. If a locality’s repealed reimbursements
are $100 or more than their anticipated Article 44 receipts, the Secretary of Revenue
must submit an annual payment of that difference by August 15, and take the hold
harmiess funds from the state's sales tax receipts. The 2004 Appropriations Act (H.
1414) amended 105-521 by guaranteeing hold harmless payments through 2012. The
Medicaid relief swap continues the Aricle 44 hold harmless through its existing
sunset.

Article 46

Adicle 46 is allocated point of delivery, does not apply to sales on food for home
consumption, and is not shared with municipalities.

e-911 Fees

As a reminder, House Bill 1755, passed in 2007 and effective January 1, 2008,
preempted local authority to set an e-911 landline fee and substituted a statewide rate
of 70 cents on all voice communications service connections, including landline,
wireless and voice over internet protocol (VolIP). Per H1755, the 911 Board — the
statewide entity charged with overseeing the 911 service charge and its use — must
make a monthly distribution to each primary PSAP from the revenues collected via the
monthly charge, based on the PSAP's 2006-07 landline receipts and wireless
allocation. (Only primary PSAPs are eligible to receive a distribution — secondary
PSAPs cannot receive these funds directly and may not receive any future funds if
they do not serve as official back-up sites to the primary PSAPs.) An annual allocation
of $63.3 million is to be distributed to counties and cities via monthly allotments.
Counties with eligible PSAPs may wish to budget at the 2006-07 amount.

The 911 Board has adopted, and continually revises, its list of eligible e-911 fes
expenditures. NCACC is actively seeking legislative flexibility in using county e911
funds for call taking and dispatch expenses.

The 911 Board has also reduced the monthly fee to 60 cents, effective July 1, 2010.
This reduction is expected to generate enough funds to make the monthly base
payment, as statutorily required.

$2 Ton Statewide Tipping Fee

The General Assembly enacted a $2 per-ton statewide “tipping tax* in 2007 via SB
1492 and SB 6, in conjunction with the rewrite of the state’s solid waste landfill
disposal laws. The excise tax went into effect July 1, 2008, and is charged on
municipal solid waste and construction and demolition debris that is deposited in a
landfill in the state or transferred at a transfer station for disposal outside the state.

The proceeds of the tax are distributed as follows: 50 percent to the Inactive
Hazardous Sites Cleanup Fund to help pay for assessment and remediation of pre-
1983 landfills {including abandoned, unlined city or county dumps), 18.75 percent to
cities on a per capita basis for solid waste management programs and services, 18.75
percent to counties on a per capita basis for solid waste management programs and
services, and 12.5 percent to the Solld Waste Management Trust Fund for grants to
local govemments and state agencies. County per capita figures exclude those
persons residing within a city.

The legislation allows those entities who applied for landiill permits before August 1,
2006, and whose applications would be denied under the new standards of the act, to
request reimbursement of their reasonable costs in exchange for executing a covenant
not to sue the state. Proceeds of the tax will first be used to pay such costs, and we
understand that some of these are still pending.

Proceeds of the tax can only be used to support solid waste programs or services. A
city or county is excluded from the distribution if it does not provide solid waste
management programs and services and is not responsible by contract for payment of
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the programs and services, unless it is served by a regional solid waste management
authority. A city or county that receives funds and is served by a regional solid waste
management authority must forward the amount it receives to that authority. Year to
date distributions to counties and cities equals $5.3 million, with quarterty payments at
$1.8 million for the last two quarters.

Video Programming Revenues

House Bill 2047, effective Jan. 1, 2007, eliminated county and city govemment
authority to award or renew local franchise agreements for cable services (G.S. 66-
351). To replace lost local cable franchise fee revenues, G.S. 105-164.44| requires the
NCDoR to distribute part of the state sales tax collected on video programming and
telecommunications services to counties and cities on a quarterly basis. For
municipalities and counties that did impose a cable franchise tax, the amount is based
on the cable franchise tax and PEG channel subscriber fee revenue imposed from
July 1 through December 31, 2006. For those that did not impose a cable franchise tax
before July 1, 2006, the amount is based upon population. In 2008-09, $25.5 million
was distributed to counties, a 10 percent increase over the prior fiscal year. Year to
date revenues are up less than 1 percent, and may be trending downward.

Next fiscal year, state economists project flat or slightly declining revenues.

Counties with qualifying public, educational and govemmental (PEG) channels are
entitled to as much as $25,000 per channel (for up to three channels) in supplemental
PEG operating funds. However, the total amount of money distributed for PEG
channel support may not exceed $2 million in a fiscal year; if it does, the amount per
channel is proportionately reduced. This fiscal year, 107 qualifying PEG channels
have been certified by the Department of Revenue, with $18,691 distributed to each
channel. Please remember that you must certify your PEG channels to DoR each year
by July 15.

Beer and Wine Taxes

As a reminder, the General Assembly withheld 2/3s of the normal beer and wine tax
distribution for 2009-10, decreasing the expected payment in May. For next fiscal year,
state analysts project a 2 percent increase in beer and wine taxes. Given the state's
budget crisis, we remain concemed that these revenues will be threatened once
again.

By law, the beer and wine distribution must be made within 60 days after March 31.
Please also note that the share received by the county government can be affected by
changes in population within the county,

White Goods and Scrap Tire Disposal Taxes

A portion of the tax collected to offset disposal costs for white goods and scrap tires
are distributed quarterly to counties on a per capita basis. In 2008-09, $2.5 million and
$9.8 million, respectively, were allocated in disposal taxes to counties, a 0.8 percent
increase in scrap tire receipts and a 21.8 percent decline in white goods (excludes
distributions to ineligible counties). Through the Feb. 2010 payment, white goods
distributions were down 10.1 percent from last fiscal vear, including distributions to
ineligible counties, while scrap tire distributions were up less than one percent. Some
economic improvement should increase white goods tax revenues in 2010-11.

State Aliotments for Pubiic Schools

Please find here the budget planning allotments for the public school systemys) in
your county and related materials. Included you will find the estimated average daily
mernbership for your LEA(s).

All major allotrnents of state funds for the public schools are included in the allotment
spreadsheet, including the Low Wealth Supplemental School Fund and the Small
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Schools Supplemental Fund. Please find here the local salary supplements paid to
teachers and other school employees.

State Estimates for Soclai Services Programs

Please find here the DHHS budget estimates for the county share in social services
programs.

Department of Revenue Contact List

Please find below Department of Revenue staft by area of responsibility.

» Questions about the amount of revenue included in a distribution - Cindy
Honeycutt, Distribution Unit, (919) 733-7644.

o Questions about a county's sales tax refund - Susan Broadwell, Examinations
Division, (919) 754-2074.

¢ Interpretation of sales tax or occupancy tax laws - Eric Wayne, Director, Sales
and Use Tax Division, (919) 733-2151.

¢ Requests for a list of claimants that received a sales tax refund in a county -
Cindy Honeycutt, Distribution Unit, (919) 733-7644.

e Requests for statistical data related to State-collected taxes — Bill Spencer,
Director Policy Analysis and Statistics Division, (919) 733-7722.

¢ To change the email address at which you receive notification of distributions -
Rhonda Raynor, Financial Services Division, (919) 733-6723. If you have failed
to receive an email notification of your distributions, do not contact DOR, but
instead call the Office of State Controller at (919) 707-0795.
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AssocIATION oF County COMMISSIONERS

Memorandum
To: County Managers, Finance Officers, Budget Directors
From: Rebecca Troutman, Intergovernmental Relations Director
Date: Aprii 22,2010
Subject: County Analysis of Governor Perdue’s 2010-11 Budget Proposal

Governor’s budget rejects shift of LME administrative costs to counties; maintains lottery funds
for school construction; recommends minor cuts to county budgets

Governor Perdue reieased her 2010-11 budget proposal April 20, carving out nearly $1 billion in
additional cuts from the approved 2009-11 biennial budget through program elimination and
consolidation, streamlining and staff reductions. Of particular importance to counties is what’s not in her
budget proposal. On its list of proposed reductions, DHHS had included shifting some of the Local
Management Entities’ administrative costs to counties. Governor Perdue and her staff responded to our
concerns and dropped further consideration of this service shift. In other mental health items, Governor
Perdue’s budget restores the $40 million in state-funded community mental health services and continues
investing in local in-patient bed capacity. Based on higher lottery sales projections, the 40 percent set
aside of net lottery receipts for school construction will exceed $176 million.

All told, the governor’s budget reduces state spending to $19.1 million, less than 1 percent above 2009-
10. Planned receipt of additional stimuilus dollars offsets Medicaid increases, the state’s fastest growing
expenditure line item, dwarfing education increases.

Most of the county impacts continue those reversions put in place this fiscal year. One new change would
make the jail and detention inspections program receipts-supported, meaning counties would be charged a
$420/facility plus a $17.50/bed fee, for a total statewide charge of $417,533. Also of interest to counties,
but not financialiy, is the governor’s proposal to return environmental health services, such as food,
lodging and septic inspections, from DENR to DHHS Division of Public Health,

The govemor is recommending a one-step salary increase for teachers and repays state employees for
their salary losses associated with last year’s furlough. No additional salary enhancements are included
but the governor is recommending four bonus vacation days for state employees other than teachers.

Based on a revised consensus forecast between the General Assembly’s Fiscal Research Division and the
N.C. Office of State Budget and Management, the governor’s budget lowers the projected revenue growth
contained in the second year of the biennium from 3.3 percent to 2.7 percent (historical growth averages
nearly 6 percent). Baseline sales tax growth is reduced to a 1.5 percent increase, which is below the
average growth rates but is a much welcome relief after two years of near double digit declines. The
overall growth reduction, coupled with a lowered base going into the 2010-11 fiscal year, reduces revenue
availability by nearly $703 million. State agencies would see cuts ranging from 2 percent for the
Administrative Office of the Courts, to less than 4 percent for K-12, to 7 percent for DENR and general
government.

New funding initiatives, in addition to those for mentai health, focus on jobs creation, largely through tax
credits, diagnostic assessment in K-3, expanded technology in criminal justice, and greater emphasis on
fraud detection, particularly in Medicaid.



Governor Perdue also proposes a new funding mechanism outside of the Highway Fund’s equity program
for large transportation projects — creation of the North Carolina Mobility Fund to address congestion
bottlenecks. By gradually redirecting the Highway Fund’s transfer to the general fund and increasing
DMV fees, the new fund would eventually have revenue sources of $300 million annually to seed
sufficient debt service for large scale projects. The Yadkin River bridge would be the first project
completed under the mobility fund concept.

Every biennium, the House and Senate trade off which chamber begins the budget process. This
biennium, it is the Senate’s turn to start. Both Senate and House Appropriations chairs have been meeting
over the past several weeks to hammer out a consensus in order to finalize budget adjustments prior to the
fiscal year’s end. Senate chairs have announced a May 20 deadline to complete Senate budget action. As
a reminder Senators Charlie Albertson {(D-Duplin), Charlie Dannelly (D-Mecklenburg), Linda Garrou (D-
Forsyth) and A.B. Swindell (D-Nash) serve as Senate appropriations chairs.

The following highlights those expansion and reduction items of interest to counties. Direct county
impacts are set out in bold text.

Education

The governor proposes an additional flexibility cut for public education, $135 million, on top of the $305
million reduction approved in next year’s budget. Special provisions will require local education agencies
(LEAS) to protect K-3 from class size increases and maximize federal funds in order to minimize teacher
layoffs in all grades. A new diagnostic assessment program would purchase hand-held devices for
teachers to immediately provide student feedback on science and math skills.

Faced with an unprecedented 16 percent enrollment increase of more than 34,000 students, community
colleges would receive $85 million in new state funds, offset by a management flexibility reduction of
$33 million. A tuition increase of $8 per credit hour is also recommended. Universities would be subject
to a 3.9 percent average decrease, ($99 million). The governor’s budget restores $35 million in tuition
receipts.

Public School Reduction 2010-11

Increase LEA fiexibility adjustment

e (8135 million)

Reduce central office administration by 5%

¢ ($5.4 million)

Reduce assistant principal allotment from 1 to 800 adm to 1 to 863

s ($8.9 millicn)

Reduce instructional support personnel allotment by 2%

o ($7.2 million)

Exclude clerical and custodial personnel from at-risk allotment &
budget actual SRO salary & benefits

¢ ($7.6 millicn)

Eliminate disadvantaged student supplemental hold harmless in 16
original LEAs

o ($2 million)

o Maintain low wealth appropriation at 2009-10 level

e ($10.1 million)

¢ Eliminate small school reserve (does not impact small school

allotment)

¢ ($2 million)

Reduce instructional supplies inflationary adjustment from 6 to 3%

e ($2.7 million)

Reduce child and family support teams to $9.1 million

s ($2.5 million)

Eliminate supplementary breakfast for non-needy kindergarteners

¢ ($2 million)

Delay 2010-11 school bus replacements for 1 year; maintain $1

¢ ($11.9 million nr)

million for emergencies

¢ Reduce DPI funding and personnel ¢ ($10 million); 36 positions
Public School Expansion 2010-11
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* Increase support of NC Virtual Public Schools (online course
offerings)

¢ $11 million

s Implement math & science electronic diagnostics in K-3, 5 to
immediately address student deficiencies
o R for software
o NR for handheld devices & training
o Diagnostic tools to include language skills in grades 8 & 11

¢ $17.7 million
o $21.2 million nr
o $1.4 million grades 8 & 11

¢ Fund dropout prevention grants ¢ $1.5 million nr

*r = pon-recurring

Community College Reduction 2010-11

¢ Increase community college tuition by $8 per credit hour » ($32.4 millicn)

¢ increase flexibility reduction o ($33.3 million)

Community College Expansion 2010-11

¢ Fully fund enrollment increase ¢ 385 millicn

*_Increase recurring funding for equipment & technology needs ¢ $2.5 million

¢ Restore prisoner community re-entry education at state correctional

institutions only e $19.8 million

Human Services

The governor’s budget proposes to restructure Medicaid personal care services in a manner similar to that
taken with the much-maligned community support services — eliminate current service definitions and
create a new service class to focus on patients with the highest acuity needs. With an anticipated increase
of 5.6 percent in Medicaid eligibles, state Medicaid costs are expected to increase $430 million above
estimated and budgeted increases for 2010-11, even when holding provider rates constant. The budget
proposal relies on $499 million in additional federal Medicaid dollars under consideration by Congress,
and $79 million in federal drug savings. Medicaid fraud investigations, copayment charges, pharmacy
improvements, managed-care programs and service reductions would be used to curtail Medicaid

spending.

The current state budget reduces state funding for childhood immunizations, ending North Carolina’s
long-time practice of universally funding childhood vaccines. Governor Perdue recommends restoring
North Carolina as a universal vaccine state, to be funded by an assessment on in-state health insurance
companies.

Human Services Reduction 2010-11

e Reduce community health grants o {$1.1 million)

o Implement child care subsidy EBT payment system to reduce
daycare fraud & administrative expenses; fiscal note recommends
reducing county administration from 5 to 4% of subsidies but 5%
only valid in 2009-10

¢ ($9.3 million)

* Reduce Smart Start by 4%, in keeping with K-12 cuts; hold

harmless child care subsidy ¢ ($7.7 million)

e Reduce state appropriations for immunizations but replace with

health insurers’ fee assessment ¢ ($6.4 million)

e Increase county participation in non-federal share of adult care

home monitoring from a 40/10 to 25/25 B

 Eliminate child advocacy center funding s ($375k)

¢ Shift permanency planning state match to counties (25% non-

federal share) » ($683K cost to counties)
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¢ Reduce block grant replacement funds & underspent adult
care case funds to counties—continues 2009-10 in-year budget
reduction reversion

¢ ($2.5 million funding
reduction to counties)

« Combine state county special assistance for the blind program
with primary state county special assistance program

¢ ($3.6 million)
¢ Similar cost reduction for
counties

¢ End school-based child & family teams pilot

¢ ($421k DSS)
¢ ($524k Mental Health)

o Make jails & detention inspections fee-supported

» $418k cost to counties

Medicaid Changes

¢ Rebase Medicaid to reflect higher eligibles; keep provider rates
constant

¢ Offset state costs with proposed enhanced FMAP for final 6
months

o Apply ARRA reductions in drug payments

¢ Continue Medicaid fraud activities

¢ Implement CCNC chronic care management programs for aged,
blind, and disabled statewide, mental health, & pharmacy

e Expand 1915 b/c waiver to LMEs

o Eliminate hospital “never events” (preventable medical problems),
expand payment of employer-provided coverage of Medicaid
eligibles, implement pharmacy improvements, implement
independent assessments of high-cost services, restructure durable
medical equipment coverage, limit private duty nursing,
discontinue prenatal vitamins

¢ Increase copayments, including county health depts.

Eliminate maternal outreach workers in county health depts.

Limit podiatry services, limit adult therapy

Restructure personal care services

Continue restructure of community support services

Limit adult dental coverage to emergencies, limit children mental
health visits without prior approval, eliminate coverage of certain
surgeries

o $430.6 million
¢ (3499 million) nr

e ($79.4 million) nr
e ($36.2 million)
¢ ($45 million)

¢ ($1.6 million)
¢ ($48.1 million)

® ($4.5 million)

¢ ($293k reduction to
counties)

e ($4.3 million)

e ($59.8 million)

e (341 million)

® ($13.4 million)

Human Services Expansion 2010-11
¢ Expand Project CARE, a respite program for caregivers ¢ $1 million
¢ Continue & expand AIDS drug assistance program, to cover e $11.2 million
current and wait-listed clients o $3 million nr
o Authorize via waiver Medicaid personal care services in adult care —
homes ® $9 million
® Increase Health choice funding to cover all willing kids ¢ $8.5 million

Mental Health Changes
¢ Convert Whitaker School to psych residential treatment facility
¢ Increase local in-patient bed capacity

» Restore state community service funding

e ($1.9 million)
e $12 million

¢ $23 million
¢ $17 million via ARRA
funding
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Justice and Public Safety

One of Governor Perdue’s budget initiatives is a focus on making communities safer. Expansion items
continue development and deployment of the CJ-LEADS information system that links disparate criminal
justice IT databases into a more comprehensive record of criminal suspects and convicted felons. On-site
DNA testing, improvements in probation and parcle, and expansion of the VIPER 800 megahertz
interoperable communications system also provide better technology and management tools to enhance

public safety.

Justice and Public Safety Reduction

2010-11

¢ AoC management flexibility reduction

¢ ($3.3 million)
¢ ($3.3 million) nr

¢ Reduce inmate medical costs by 10%, via Medicare/Medicaid
payment schedules, better utilization, lower drug costs,
maximization of Medicaid

e ($20.5 million)

¢ Reduce CJPP funding—normal carry forward funds

¢ {$1.1 million) nr

Justice and Public Safety Expansion

2010-11

¢ Improve salaries for probation/parole officers

e $1.6 million

¢ Restore sentencing services program

e $2.2 million

¢ Fund DNA forensic specialist & training for on-site DNA testing : :?ggi or
e Continue development & deployment of CJ-Leads : :gorgillgn

Restore Samarkand youth development facility

+ $3.5 million

Natural and Economic Resources

Principle highlights in the NER area focus on the governor’s JobsNOW initiative, an $86 million
investment in small business and infrastructure assistance. The One NC Fund — for economic
development incentives — would receive $15 million. An additional $15 million is recommended to
provide a direct rebate for small businesses to hire long-term unemployed workers, and tax credits would
award businesses creating jobs in counties with the highest unemployment rates. Below are some of the

larger JobsNOW features of the governor’s proposal.

Natural and Economic Resources Reduction 2010-11

* Close Rose Hill ag lab s (3467k)

* Redunce environmental health funding to county health . (5200
departments from $6,000 per county to $4,000

¢ Eliminate local government aid for starting erosion & . ($101K)
sedimentation control

e Reduce Ag cost share by 7% e ($535k)

e Reduce conservation reserve enhancement program by 50% s ($290k)

¢ Reduce local conservation district matching funds by $100 per . ($10K)
district

Natural and Economic Resources Expansion 2010-11

¢ Fund 20 percent state match for federal wastewater and drinking
water grant match requirements

e $12.6 million nr

¢ Provide funding for One NC fund
¢ Fund small business innovation

¢ $15 million nr
¢ $1.5 millionnr

215 N. Dawson St., Raleigh, NC 27603 * Phone: (919) 715-2893 * Fax: (919) 733-1065 * www.ncacc.org




¢ Fund main street business improvements ¢ $2 million nr

¢ Continue job maintenance & capital development fund ¢ $4 million nr

¢ Increase Rural Center’s building reuse & restoration funding ® $3 million nr

General Government/Reserves Reduction 2010-11

. l};1::1;11’lt:)sept of Revenue Property Tax Division by property tax e ($1.5 million)

o Reduce JDIG program to accommodate payment schedule ¢ ($6.6 million) nr

General Government/Reserves Expansion 2010-11

® Provide HAVA matching funds e $107k nr

e Provide .5% payback for furlough salary reduction in 2008-09 o $62.5 million

¢ Provide teachers with a 1-step salary increase; 1.83% increase on e $55.2 million
avg. ¢ 36 million nr

» Provide additional funding for increased retirement contribution e $20 million

o Set aside rainy day funds to bring funds to $250 million o $101.5 million

215 N. Dawson St., Raleigh, NC 27603 * Phone: (919) 715-2893 * Fax: (919) 733-1065 * www.ncacc.org
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Tab Ten

No Items Included



Tab Eleven



County of Franklin
Fund Balance Projection

FYE 2010
General Fund
"Unaudited" Fund Balance
Total Fund Balance at 6/30/2010 $ 19,153,171
Less estimated expenditures 2009-2010 (62,988,326)
Add estimated revenues 2009-2010 64,071,155
Total estimated Fund Balance at 6/30/2010 20,236,000
Less earmarked reserves:
Fund Balance appropriated in FY 2011 (2,786,076)
Reserved by State Statute (3,102,338)
Occupancy tax (65,000}
EMS Incentives (350,000)
Coop. Extension (50,000}
Recreation in Lieu Fees (383,776)
APSO Fees (635,000)
Economic Development Incentives (489,618)
Soil and Water Grants (3,732)
Total Fund Balance Reserved (7,865,540}
Available Fund Balance net of earmarked $ 12,370,460
Budgeted Expenses for FY 2010-2011 68,705,770
% to FY 2010-2011 Budgeted expenses 18.00%
711/2010
Available Fund Balance net of earmarked $ 12,370,460
Less Required 8% per LGC 5,496,462

Total Available for Expenditures $ 6,873,998
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