Budget Message

Change is the law of life. And those who look only to the past or the present are certain to miss the future.
—John F. Kennedy, June 25, 1963

Chatham County Commissioners and County Residents,

No one likes change, but it’s far easier to deal with if you
are looking ahead and taking steps to manage it.

When 1 first started work with Chatham County more than
22 years ago, many things were very different:

The population was about 40,000;

Siler City was known for its booming manufacturing
sector;

Pittsboro had three restaurants and nothing resembling
nightlife;

Our largest developments were Fearrington and
Governors Club;

Perry Harrison Elementary and Chatham Middle
weren’t built;

Fracking and coal ash were not contemplated;

No one in county government had email or cell phones;
and

The tax rate was 75 cents.

really think about it, though, our core has not changed.
We still value our rural character, both its inherent
beauty and its practicality in providing an economic
engine for our county.

We place education at the top of our funding priorities
and invest many of our resources in our young people
and their readiness to compete in a global economy.

e As an organization, we recognize our most important asset

is our people. We value our employees and the excellent
working relationships we have formed with our community
partners.

Photo of the current Agriculture Building in the mid 1950s.
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The Fiscal 2017 Recommended Budget supports our core
values by looking to how they can adapt to the future and can
be strengthened.

Rural Character

The new Chatham County Agriculture and Conference
Center, now scheduled to open in early FY 2017, exemplifies
remaining true to our roots but looking ahead. The existing
Agriculture Center opened in 1952, when the County
population was about 25,392 (1950 Census) and the county
was mostly farmland. The new Agriculture and Conference
Center brings together all of the agriculture-related government
services under one roof. Additional positions are recommended
for the Agriculture Center. After research and analysis, we
have determined that having a full-time supervisor and part-
time, temporary staff to set up for events is preferable to

T

Photo of the new Agriculture & Conference Center under
construction.

contracting out this function. We also need to purchase
conference supplies and provide funds for marketing the venue.
All together the FY 2017 includes additional funds of $66,840
to operate the Center.

Education

A difficult issue our county has faced is shrinking support
from the state for public education. Chatham County has
stepped up repeatedly over the past six years and increased
overall funding by $6 million. The FY 2017 budget provides an
additional $1.5 million for Chatham County Schools. An
inflationary increase in current expense [+$846,000] allows the
schools to place additional resources in the classroom for
improving reading performance. Current beginning-of-year
assessments show that 70% of Chatham incoming kindergarten
students do not have the necessary prerequisite literacy skills
for academic success. Research supports that at-risk students
are more likely to struggle with early literacy skills. The budget
provides funds for three reading specialists at a cost of
$180,000.

The budget funds an additional five teaching positions to
provide flexibility in managing grade configurations,
particularly in our small K-8 schools ($300,000), and 10.5
testing assistant positions to free instructional coaches and
facilitators to spend more time providing support to teachers
($320,000). The budget also includes a 20% increase in capital
outlay to provide adequate funding for building maintenance as
technology needs grow and consume more capital outlay
resources [+$382,342]. We’ve allocated another $300,000 to
fund raises for locally funded school employees if the state
budget authorizes it.
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Employees

Phase One of Chatham Park is underway, with the first
building opening in March 2016. The developer anticipates
submitting plans for North Village before the end of FY 2016.
This phase could add 4,000 residential units in the next 10
years. County departments are understandably anxious about
the increased workload this growth will bring. No doubt, we
will have to address this issue in future budgets, but the
recommended budget includes no new positions for Chatham
Park. We are anticipating the rapid growth ahead of us by
continuing to invest in our excellent workforce. We brought
our employees to market pay in FY 2014. To maintain our
competitiveness for attracting and retaining the best employees,
we recommend a 3% pay raise at a cost of approximately
$700,000.

We have recommended 10.5 new positions at a net cost of
$324,543. Most of these are related to federal and state
mandates that have already increased our workload:

e Social Services: The recommended budget would add
2.5 positions in economic services to address the
increased workload brought about by the state’s NC
Fast project. More than half of the cost of these new
positions is offset by federal and state reimbursement.
Net cost: $40,934.

e Detention: The federal Prison Rape Elimination Act
(PREA) will require a substantial increase in the
number of detention officers. The FY 2017 budget
includes funds to begin phasing in additional personnel
to address this issue. An increase of five positions is
recommended to begin in January at a cost of $150,672.
Additional resources will be needed over several years
to fully comply with PREA.

Other new positions include:

e A new position in Central Permitting will provide
administrative support to the largest department
currently without it.

e We propose to expand important services in the Health
Department by adding a 50% nutritionist position and
in the Library by increasing the time of the Outreach
Coordinator.

The budget also includes a 15% increase in health
insurance costs and a mandated 0.25% increase in the county’s
contribution to the retirement system. Together these add
$649,570 to the county budget.

Other issues

As we maintain what has made us who we are, and look to
the future, difficult decisions confront us. One of those is
proposing a small tax increase to cover new facilities for
education. After maintaining the tax rate six years in a row, an
increase of 1.19 cents (to 63.38 cents/$100 valuation) is
proposed. This amount covers the additional resources needed
to increase the contribution to the debt reserve for a new
elementary school, a new health sciences building for Central
Carolina Community College, and an expansion of the new
high school from 800 to 1,000 students (a change from the
adopted 2017-2023 CIP). The total increase needed to fund
these important facilities is 2.1 cents, but the equivalent of
almost one cent of this can be covered through additional sales
tax revenue approved by the General Assembly. By fully
funding this contribution to the debt, we continue an 11-year
practice of funding our debt up front, one of the reasons cited
for our AAA bond rating.

It’s important to note that without these additional
facilities, no tax increase would have been necessary. This
means that currently revenue growth is keeping pace with
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increases in operating expenses. This growth allows us to
increase funding for Chatham County Schools, give employees
a modest pay increase, cover additional operating costs for the
Agriculture & Conference Center, and add positions to respond
to mandates and growth. Overall, the county general fund is
increasing 7% to $107,430,261. Four percent of this increase is
the result of the additional transfer to debt, explained above,
and appropriating fund balance to move up the animal shelter
by one year.

We caution, however, that a recession could greatly impact
our robust revenue growth. Real property tax values (and, thus,
revenue) have historically increased at modest levels during
recession. During the Great Recession, sales tax revenues
decreased by double-digit percentages. Some economists
predict a recession for the coming year; however, most state
economists expect North Carolina to continue to see economic
growth. Because we are located in one of the best economies in
the state, the Research Triangle Region, we are more optimistic
about continued revenue growth and our projections for sales
tax, building inspections, Medicaid hold harmless, and Register
of Deeds excise tax reflect this cautious optimism.

The lack of affordable housing is a difficult issue facing the
county and is likely to get worse with the continued
construction of higher end residential development. Our Board
of Commissioners prioritized affordable home ownership,
affordable rental housing, and transitional/emergency housing
for vulnerable populations. The FY 2017 budget addresses this
important issue on many fronts:

e Funding to contract with Triangle J to provide staffing
support and recommendations on: creation of an
affordable housing advisory committee; collaboration
with the towns to identify barriers to affordable

housing; and identification of best practices for
affordable housing.

e Funding to contract with the School of Government to
develop Henry Siler School for low-income senior or
affordable rental housing.

e Funding for the Council on Aging to support and
supplement efforts underway by the Council,
Rebuilding Together and others to address substandard
housing. The funds will be used to build on current
efforts to help further identify and catalog the problem,
to promote public awareness and volunteers’ response,
and to assist with the most immediate needs.

e Funding our portion of a $30,000 collaborative housing
grant in partnership with United Way, and Triangle
Community Foundation.

e Continuation of  nonprofit funding for Habitat,
Rebuilding Together of the Triangle, and Family
Violence/Rape Crisis.

e Continuation of the practice of passing through the
Briar Chapel affordable housing funds to Habitat and
reimbursing Habitat’s impact fee payments.

e Elimination of the permit fee for
handicapped ramps.

As with our increase in capital outlay funds for school
technology, we continue to invest in county government
technology to improve services to our residents. The
recommended budget includes a modest $120,818 for mobile
access to permitting information and an upgrade in GIS
software.

Even without Chatham Park, Chatham County is already
one of the fastest growing counties in North Carolina and the
US. Certified county population estimates show Chatham’s
2014 population at 68,725, an increase of approximately 8%

residential
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since 2010. Chatham’s population growth is tracking higher
than neighboring Orange County (5%), Lee County (2%) and
Moore County (6%), but not as high as Wake County at 9%.
Between 2013 and 2014, Chatham was the second fastest
growing county in the state, and Census data places Chatham
in the top 10 counties in North Carolina for growth between
2010 and 2014.

While the FY 2016 budget provided most of the funding for
a comprehensive plan, the bulk of the work will be completed
in FY 2017, including work to address affordable housing and
regulation of gas and oil exploration (fracking). An additional
position was set aside in contingency in last year’s budget for
Planning to implement countywide zoning. With that effort
underway, the FY 2017 budget moves the funding for that

Major Revenue Highlights:

position to the recurring budget. These efforts demonstrate the
county’s commitment to taking an active role in managing our
future.

Throughout our process, commissioners’ goals have guided
us to prepare a budget that is responsive to needs of our
residents and to help foster a “thriving community of healthy
people living in a safe environment that provides opportunities
for prosperity for all.” We do that as everything around us
seems to be in flux; but our core values remain intact. This
budget preserves those values, but looks out in anticipation of
change and makes the hard choices that it requires.

e The county tax rate is recommended to increase to 63.38 cents, an increase of 1.19 cents.

e Three fire departments are requesting increases in fire tax rates: Goldston from 8 to 9 cents, Northview from 8.3 to 8.6 cents, and
Bennett from 8 to 9 cents. Parkwood is requesting a decrease from 11.5 to 10.5 cents.

e In an effort to recoup costs, a $50 fee for exempt plat review is proposed in Planning. A $75 flat fee for generator inspections is
proposed in Building Inspections (it would replace two $50 trip fees). Several fees for clinical services in the Health Department
are recommended to increase to reflect Medicaid rates and maximize reimbursement. Many changes are proposed in the
Agriculture Center fees to reflect research on rates of other venues. Elimination of the fee for residential ramps is proposed to
assist nonprofit agencies who build ramps for the elderly and disabled. The fee changes would cumulatively generate
approximately $11,000 in additional revenue.

e Consistent with the Board of Commissioners Financial Policy, appropriated fund balance in the General Fund, Water, and Solid
Waste & Recycling are earmarked for one-time items.

Economic Indicators & Assumptions:

Many experts agree that the economy will continue to
recover at a moderate rate however there are enough unknowns

to create an atmosphere of caution. Wells Fargo notes that
employment and population continue to rise, and both of these
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indicators generally have a positive effect on retail sales. Most
local indicators are doing even better than the nation and state.
The Triangle Region of North Carolina, where Chatham
County is located, is faring better than the state. On some
indicators, such as building permit revenue and unemployment,
Chatham County is trending back up towards pre-recessionary
levels.

However, the Quarterly General Fund Revenue Report
from the Fiscal Research Division of the NC General
Assembly shows that while the state is on track to meet
revenue goals for the year, the revenue targets are being met by
gains in corporate and personal income taxes with sales tax
revenue falling short of targets.

Another reason for caution is the sluggish growth of North
Carolina’s per capita income, which rose only 1% from 2013 to
2014 compared to a vigorous 5% from 2011 to 2012. While
Chatham County’s per capita income is reported to be the
second highest in the state, it decreased slightly between 2013
and 2014. This is the first decrease in local per capita income
since 2007 and bears monitoring.

The economic forecast from, Dr. John Connaughton,
UNCC’s Babson Capital Professor of Financial Economics,
found that the state’s gross state product (GSP) grew 1.7% in
2014, with the construction industry seeing 7.6% growth. The
state added 114,500 jobs in 2014, dropping the unemployment
rate to 5.4%, below the national average. Dr. Connaughton
projects GSP growth for 2016 will show an increase of 3%
over 2015. He projects that 13 of the state’s 15 economic
sectors will increase in 2015 and that business and personal
services will lead this growth at 7%.

Unemployment: Because of our proximity to stable
employment centers such as state government, three major
universities, and Research Triangle Park, the county

unemployment rate trends well below the state and nation. In
October 2011, after the closing of the then-largest private
employer, the county's unemployment rate rose to levels at the
national average. The rate has dropped substantially in the last
two years and is, again, well below the state and nation.

Chatham County Unemployment Rate

@==Chatham County e=mState Average United States

Source: NC Employment Security Commission
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Property Tax Base: Before the recession, the county saw
growth exceeding 5% annually. We have not yet returned to
those levels. Driven by residential construction in Briar Chapel,
other subdivisions in the northeastern part of the county, and
the Town of Cary, real property is expected to continue to grow
3% in FY 2017, which reflects slow but constant growth since
2014.

However, last year, the legislature passed a bill which will
allow builders to construct a new house but hold it in
‘inventory” for up to three years. During this time, the builder
would not have to pay the tax increase that would have been
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levied as soon as the construction was complete. This builder’s
exemption complicates the projection of the property tax base.
In FY17 the loss in revenue from this builder’s inventory
exemption is projected to be $20,179,375.

The state's measure of tax value to market value, the sales
assessment ratio, shows that, on average, tax values are slightly
lower than market values, at 96.3%. This figure has been
declining for the past three years, reflecting recovery in real
property values.

Retail Sales: In Fiscal 2015, locally collected sales tax
reached a new peak. Locally collected sales taxes in FY
2016 are trending well above last year, compared with the
statewide collected tax.

Building Permits: The number of residential building
permits issued countywide through March appears to be on
track for the FY 2016 total to meet but not exceed the FY
2015 total. Revenues are down slightly (4 %) from last year.

State Budget: The impact on the school system has been
significant, but, so far, the greatest impact on counties has
been a reduction in Medicaid hold harmless. Legislation
passed in 2014 reduces our hold harmless benefit by
$125,000 over the next four years. FY 2017 is the third year
of this reduction. After much discussion about two
competing sales tax bills last year, the legislature agreed to
levy a new tax on some services to be distributed to rural

1,200

1,000 -

800

600

400

200

areas. This revenue is restricted for schools and economic
development. The State has developed a formula and has
projected the amount of revenue counties will receive from this
additional tax. However, since the state’s projection will be
removed from the regular distribution total due to the county, it
remains to be seen whether the new tax on services will
actually result in the additional revenue projected by the state.

Residential Building Permits Issued:
Including Cary & Siler City

Source: Chatham County Central Permitting
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Board of Commissioners Goals

By unanimous agreement, commissioners made some
modifications to the FY 2015-2016 goals and adopted the
following goals for the FY 2016-2017 budget. Departments
have linked specifically to these goals in their budget
submissions. See the department section entitled "Link to
Commissioner Goals" for this information. Some highlights of
FY 2016 accomplishments toward goal attainment and overall
strategies for meeting the goals in FY 2017 are described
below.

Vision: ~ We envision Chatham County as a thriving
community of healthy people living in a safe environment that
provides opportunities for prosperity for all.

o0 The County Manager’s office led a team that organized
data and conducted retreat with the Board of
Commissioners to identify affordable housing
priorities. As a result of this work, the FY2017 budget
includes funding to contract with Triangle J Council of
Governments to provide staffing support and
recommendations on a number of affordable housing
issues.

o Chatham ranked 8" in the healthiest county in NC
Health Rankings, up from 9™ last year.

o The Chatham Public Health Department received a
certificate of excellence for outstanding immunization
assessment rates from NC Immunization Branch.

o0 Economic indicators show the per capita income is
ranked second highest in the state and unemployment is
the third lowest in the state.

0 Locally collected sales tax has been increasing steadily
since FY 2010 and reached a new peak year in Fiscal
2015.

0 Chatham County was one of the top 15 safest counties
in the state according to the NC State Bureau of
Investigation crime statistics.

GOAL #1: Demonstrate sound fiscal stewardship and

gconomic support to ensure we can meet the important service

needs of our residents.

Objective: Maintain the county’s AAA bond rating as a

key foundation for other goals and objectives.

o The FY 2017 recommended budget continues the past
fiscal stewardship of not appropriating fund balance
for ongoing expenses and fully funds the pay-as-you-go
portion of the adopted Capital Improvements Program.

0 The Finance Department completed the refunding of
the 2006 Certificates of Participation (COPS), which
provided a $1.9 million present value savings.

O Revenues are budgeted conservatively,
recognizing sustainable increases.

o Staff efforts to educate businesses and buyers about the
correct county allocation for sales tax seems to be
successful given the increase in locally-collected sales
tax (12%) compared to state-wide collections (5%).

Objective: Foster an environment that helps diversify the

job base, encourage higher wages, and increase the

commercial and industrial tax base from the baseline of FY

2015.

o The Chatham EDC has been collaborating with CCCC
and Triangle South Workforce Development Board to
ensure the preparedness of the workforce for jobs in
manufacturing and industry.

o In the Fall of 2016, CCCC will launch the new
Associate in Engineering degree, designed to prepare

while
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students to transfer to any of the five engineering
programs across the UNC system.

Objective: Maintain the property tax rate at the lowest

level possible while meeting critical needs of the

community.

o The recommended FY 2017 budget does include the
first tax increase in seven years, but the increase is to
fund the debt reserve transfer for two major additional
capital facilities added with the 2017-2023 CIP.

Objective: Support the development of the Chatham Siler

City Advanced Manufacturing Center and the Moncure

Super Park.

0 On April 18, 2016, the board approved an option for
the Siler City/Chatham Advance Manufacturing Site.

0 CCCC is planning for the educational and training
needs of potential the Chatham-Siler City Advanced
Manufacturing Site occupants. In anticipation of
various industries, the college is preparing to train
students for advanced manufacturing

Objective: Maintain a business-friendly environment for

new and expanding businesses.

0 The Chatham EDC completed a survey of commercial
& industrial businesses and separate survey of
retailers. The results are being used to address issues
that will help us be more “business friendly”” in the
coming year.

Objective: Support the marketing of the new Agriculture &

Conference Center and advocate for lodging to

accommodate overnight visitors.

o The Convention and Visitors Bureau, the Chatham
EDC, and CCCC are collaborating in developing
strategies to attract a hotel.

0 The Convention and Visitors Bureau collaborated with
the County Manager’s Office to create a logo, website,
and social media page for the new facility and to
develop policy guidelines and contracts that can be
used with organizations that want to rent the space.

o The Fiscal 2017 budget includes funding for an event
services leader position to ensure coordination of
efforts involved with renting the CCA&CC.

GOAL #2: Ensure effective, efficient government that is

responsive to the needs and input of all residents.

0 The Emergency Communications center implemented
the ability to receive text messages in the 911 center.

o0 The Council on Aging secured private funding to match
and support the County allocation for the frozen and
shelf-stable meals program.

Objective: The goal is for our working departments to get

to ‘yes’” within our operating guidelines.

o The County provided a mid-year appropriation to the
Chatham Housing Initiative to address affordable
rental housing, a top priority of Commissioners

o0 The Chatham County Council on Aging expanded its
volunteers to be more responsive to seniors on the
waiting list for needed home repairs and improvements.

o County Manager’s staff worked to respond to Habitat
for Humanity’s request that the County donate two
parcels of County-owned land to Habitat.

Objective: Provide and measure strong customer service

throughout county government, including contractors

acting on behalf of the county.

0 A survey research firm conducted a satisfaction survey
of County residents. Follow-up areas have been
identified and communicated to departments.

Chatham County FY 2016-2017 Approved Budget

Page 11



0 The Library’s children’s services division expanded to
provide a winter reading program that resulted in 3762
books being read by 5 — 10 year olds.

o The Library’s Outreach Services provided story time
activities during medical clinics. A bilingual reader
dispelled anxieties as children awaited dental and
healthcare services.

Objective: Review on-going processes to evaluate how the

county does business to identify and make needed

improvements.

o0 Central Permitting introduced a Plan Review Officer to
allow residents continuous access to a building
inspector.

o Central Permitting developed an annual maintenance
permit for the Chatham County Public School System.

0 The Fiscal 2017 budget includes improvements to the
CityView permitting software that will allow inspectors
for buildings, fire, and soil erosion and planning staff
to keep records current in real time. Certificates of
occupancy will be printable in the field.

o Chatham Transit Network implemented scheduling
software to save mileage (funded by the county) and
improve the efficiency of drivers. In the coming fiscal
year, the agency will be expanding the Pittsboro
Express route to include more stops along the 15-501
corridor.

0 Register of Deeds began on-line notary certifications
with the Secretary of State office to eliminate waiting
time for notary re-certifications.

0 Register of Deeds began e-recording of all documents
except plats.

0 The Health Department, with assistance from the NC
Center for Disease Control, utilized GIS to map County

health issues. The health promotion team developed a
series of maps on an array of issues, including
affordable housing, health outcomes and disparities,
and implementation of the tobacco policy.

o The FY 2017 Recommended Budget eliminates the
permit fee for the construction of residential ramps for
the handicapped and elderly.

Objective: Seek and utilize partnership opportunities with

municipalities, regional entities and the private sector that

will enhance effectiveness and efficiency.

o Elections will partner with Carolina Meadows to locate
the North Williams polling on the campus, thus
eliminating the need for a satellite polling place.

o Land and Water Resources worked with the Town of
Pittsboro to develop a uniform, streamlined process for
permits and inspections in overlapping areas.

o The Manager’s Office has worked with the Town
Managers to develop a strategy for collaborating on
affordable housing.

Objective:  Provide a strong county voice on state-

controlled mental health services in our county.

o0 The County Manager’s Department facilitated a work
group of county service providers to provide feedback
to the mental health safety-net provider to enable
service improvements. Issues are being documented to
more actively identify problems and seek solutions.

o Social Services will expand the availability of evidence-
based clinical services to include treatments for
adolescent mental health and ineffective parenting
practices

Objective: Invest in safe, secure county buildings.

o0 New county buildings will have card-swipe technology
to restrict staff areas and security cameras.
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0 Major renovations have been completed at the Council
on Aging Senior centers to improve safety and
structural issues.  The FY2017 budget includes
expansion funding to continue to repair and update the
buildings.

e Objective: Provide more opportunities for citizen
engagement and participation.

o The Library’s outreach coordinator position has proven
to be very popular with residents and will be expanded
in the FY17 budget to extend services.

o The County Manager’s Department will be updating
the website in FY2017 to accommodate mobile users.

o The County Manager’s Office and departments will
continue to partner with CCCC to provide Citizen’s
College

0 The County Manager’s Office and MIS will implement
new software that will permit residents to fill out a wide
variety of County forms electronically.

GOAL #3: Be proactive in protecting natural resources and
promoting responsible growth and land use, while recognizing
the differing needs and factors across the county.

0o The Land and Water Resources Division of the
Environmental Quality Department established monthly
meetings with Chatham Park to track natural resource
protection.

e Objective: Develop and adopt a Comprehensive Land Use
Plan, including revised land-use policy with input from
community stakeholders representing all geographic areas
o0 The Planning Department has completed the first phase

of the Comprehensive Land Use Plan and is preparing
to begin Phase 2. The second phase will draw
extensively on public input to gather feedback.

Objective:  Serve as an effective voice for Chatham
County on urgent environmental issues, such as coal ash
disposal, fracking and water quality of Jordan Lake.

Target: Ensure that all parties comply with the terms of
the coal ash disposal agreement and closely monitor the
Brickhaven coal ash structural fill and surrounding area.
Provide needed support to any neighbors adversely
affected by the disposal site.

The County Manager’s Office created a website to post
monitoring reports related to the coal ash site. .

The Land and Water Resources Division of the
Environmental Quality Department implemented
ambient air quality samples along coal ash
transportation routes.

Objective: Ensure that the county has effective protections
of water resources.

(0]

(0]

The Water Department will be implementing a county-
wide hydrant and valve management plan.

Several departments collaborated to conduct air and
water quality testing in the area surrounding the coal
ash site, provided residents with temporary bottled
drinking water, and presented an option to the Board of
Commissioners to allow residents in the affected area
to connect to county water without having to pay the
availability fee.

Objective: Continue to conduct and use the results of
energy audits of county facilities.

(0]

The Facilities Division continues to perform annual
energy audits on current facilities, will add new
buildings as they are completed to ensure proper
performance and will work with utilities to make sure
the county is receiving the most favorable rates
possible.
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GOAL #4: Support Pre-K through 12 and the community
college in providing a quality education for all students.
e Objective: Provide safe and healthy school communities
o Emergency Operations is in the process of serving as a
beta test site for an electronic version of the School
Crisis Plan
0 The Recommended FY 2017 Budget fully funds the
Board of Education’s request for funding.
e Objective: Support initiatives that foster an educated
workforce
0 The EDC collaborated with CCCC to host a successful
Manufacturing Day for students.
0 The Board of Commissioners provides funding for
Central Carolina Works in partnership with CCCC,
EDC, and Chatham County Schools. It serves high
schools in Chatham, Lee, and Harnett Counties and has

Goals: Financial and Budgetary Policies

resulted in the enrollment of 694 students in program
COUrSes.
e Objective: Strengthen relationships between county staff
and education leaders
o The County Manager’s Department has continued
monthly meetings with leadership at K-12 schools and
CCCC.
0 An early voting site will be established at the new
CCCC Health Sciences building when it is completed.
e Objective: Publicize positive achievements of Chatham
County schools and Central Carolina Community College
o The County Manager will include major CCCC and
Chatham Public Schools highlights in the annual State
of the County report, including school facility projects
and key new initiatives.

Long-term financial and budgetary goals include those
adopted by the Board of Commissioners in its Financial and
Budgetary Policies.

Meeting or exceeding revenue projections. In general,
revenues are budgeted conservatively so that projections will
be exceeded by 3% in FY 2016-2017.

Maintaining or enhancing the County’s AAA/Aal bond
rating. Current and future debt obligations, especially for
school and other county facilities, make it critical that the
County receive the best possible interest rate to keep the cost of
borrowing funds low. Maintaining adequate savings (fund

balance) and not using it for operating expenses is crucial for
this goal. The county's bond rating of AAA by Standard &
Poor's and Aal by Moody's was reaffirmed in the fall of 2015.
Chatham County has the highest rating among counties in the
50,000 to 99,999 population group.

Developing self-supporting enterprise funds. One goal of
establishing an enterprise fund is to eliminate the need for tax
dollars to subsidize particular activities by paying for the
activity through fees. The FY 2011 budget eliminated the
roughly one-cent contribution to the water capital reserve and
the FY 2017 budget continues this practice.
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Maintaining adequate fund balance. The stated goal of Percent of Available Fund Balance

the Board of Commissioners is to maintain unassigned 0% Chatham vs. State Average Source: NC Treasurer Website
General Fund savings (fund balance) equal to at least 20% of = Average for Population Group ® Chatham

last year's budget. Fund balance at this level allows the County 35% 34.4%
to meet its financial obligations, gives Commissioners and staff 203

an adequate reserve for emergencies and opportunities, and 30% 1

positively affects the County’s bond rating. Chatham County's
unassigned fund balance stands at 29.8% of FY 2015 actual
expenditures, above the stated goal.

In order to benchmark fund balance against jurisdictions of

25% -

20% -

similar size, we use the "available” fund balance, the only data 15% |
available for comparison purposes. The main difference is the
unassigned subtracts fund balance appropriated in the current 10% -
fiscal year. Available fund balance, 34.4%, is higher than state

average for counties our size, which is 30.3%, as shown in the 5% 1
graph to the right.
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Budget Process

The County’s budget process has evolved over many years
and is considered a model in the state. The last two editions of
ICMA’s reference book on capital budgets have included
Chatham County’s capital budgeting process. Staff also
presents on the budget process at conferences and the School of
Government. Finally, the FY 2010-2011 and 2012-2013, 2014-
2015, 2015-2016 budgets won the Government Finance
Officers Association Distinguished Budget Presentation
Award. The FY 2015-2016 budget process included a budget
critique held immediately after the FY 2016 budget process.
Commissioners did not request any changes.

The County uses a comprehensive budget process with the
following goals:

e Commissioner leadership

Input from all agencies and departments receiving funding
Team approach to budget development

Community input

Full information, including performance data

The process begins in the fall with preparation of the
Capital Improvements Program (CIP). Staff presents the CIP
document to Commissioners and the public in the fall.
Commissioners hold a public hearing on the CIP in November.
Commissioners usually adopt the CIP at their December
meeting.

Prior to the budget retreat, departments prepare the “Heads
Up” document, a list of issues or services impacting the budget
in the upcoming year. Staff presents Heads Up and financial
trends to Commissioners before the retreat.

Commissioners review this information and set goals for
preparation of the recommended budget, including expenditure
priorities and revenue constraints.

Chatham County

FY 2016-2017 Budget Calendar

Deadline

Actions

4 September 2015

Capital Improvements Program (CIP) forms distributed
to agencies

5 October 2015

Forms due from agencies and departments for
new/changed CIP projects

2 November 2015

Manager submits recommended CIP to the Board of
Commissioners at a special meeting

Heads Up document due from departments

16 November 2015

Hold public hearing on the proposed CIP

17 November 2015

Work session on the proposed CIP

14 December 2015

Board adopts CIP

23 December 2015

Budget summit materials (trends, financial indicators,
performance team recommendations, and departmental
“Heads Up" document) submitted to Board of
Commissioners

Work plan and new position forms distributed to
departments

Weeks of January 4 and
11,2016

Budget Summit: Board of Commissioners sets goals
and guidelines for FY 2016-2017 budget

29 January 2016

Requests for new positions and work plans (with goals,
objectives, and performance targets) due from
departments

Remaining budget forms distributed to
departments/agencies

4 March 2016

Budgets due from departments and agencies (except
schools)

18 April 2016

Budget due from schools

2 May 2016

Budget submitted to Board of Commissioners and
public at a special meeting

May 16 and 17, 2016

Official public hearings held in Pittsboro and Siler City

Late May and early
June, 2016

Board of Commissioners holds 2 budget work sessions

By 30 June 2016

Board of Commissioners adopts budget (legal deadline)
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Department work plans and requests for new positions are
due in early February. The budget staff reviews these items
carefully and works with departments to refine them.

All other budget forms are due from departments in March,
except from the school system, which submits in April.

The County Manager usually presents the recommended
budget to Commissioners and the public on the first Monday in
May.

Commissioners hold two public input sessions, including
the required public hearing, to gain public feedback on the
budget.

Following the public hearings, commissioners hold one or
more work sessions in late May and early June to review the
budget. Staff incorporates changes approved by Commis-

Revenue Projection Methodoloqgy:

sioners and prepares the budget ordinance for adoption at the
regular June meeting.

Nonprofit Funding Process: Historically, Chatham County
has funded county nonprofits that provide important services to
our citizens. Agencies are able to use one application to apply
jointly to United Way and Chatham County. The Board of
Commissioners approved evaluation criteria for nonprofits and
appointed volunteers to review the applications, using a
standardized scoring sheet also approved by the board.
Following the numerical ranking, volunteers discussed and
reached consensus on funding recommendations. The County
Manager made minor revisions to the recommendations, which
are explained more fully in the Human Services Agencies
budget.

For the most part, staff uses trending to estimate revenues.
Staff tracks major revenues by month, estimates revenue for
the current year (usually three-to-four months remaining), and
projects next year's revenue at a slightly more conservative
amount, usually 3% less than estimated. In some cases, next
year's projection is informed by additional information, such as

General Fund Revenue Summary:

known grant or intergovernmental revenue. Additional
information is also available from expert sources, such as
guidance on sales tax revenues (from NCACC and NCLM).
Where possible, staff uses a combination of local trending and
outside guidance to reach the best possible estimates and
projections.

2016
Amended
Fees & Permits 1,563,820
Intergovernmental 10,384,418
Interest 140,000

2016 2017 % Increase/
Estimated Recommended  Decrease
1,620,072 1,555,429 -1%
11,479,181 10,840,530 4%
163,725 140,000 0%
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Grants/Donations
Miscellaneous

Property Tax
Sales & Service
Sales Tax
Transfers

Fund Balance
Total Revenues

Other Taxes/Licenses

Other Financing Sources

2016
Amended

203,250
257,984
657,800
59,147,000
2,346,863
10,280,000
8,967,169
0
6,216,485

$100,164,789

Enterprise Fund Revenue Summaries:

2016 2017 % Increase/
Estimated Recommended  Decrease
407,536 188,540 -1%
324,956 257,924 0%
769,133 745,298 13%
59,914,164 62,290,000 5%
2,866,232 2,115,854 -10%
11,021,000 12,215,000 19%
8,688,842 11,207,697 25%
23,835,596 0 0%
0 5,873,989 -6%
$121,090,437  $107,430,261 7%

Solid Waste & Recycling Fund

Interest
Miscellaneous
Sales & Service
Fund Balance
Total Revenues

Southeast Water District
Interest

Sales & Service
Total Revenues

Intergovernmental

2016

Amended

$173,000
$13,000
$115,000
$2,803,191
$-
$3,104,191

2016
Amended
$1,200
$600,000
$601,200

2016 2017
Estimated Recommended
$169,162 $183,927
$- $10,000
$63 $115,000
$2,954,950 $2,774,295
$- $116,463
$3,124,175 $3,199,685
2016 2017
Estimated Recommended
$1,306 $1,100
$638,894 $608,500
$640,200 $609,600

% Increase/
Decrease

6%
-23%
0%
-1%
100%
3%

% Increase/
Decrease
-8.33%
1.41%
1.39%
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Water Fund

2016 2016 2017 % Increase/
Amended Estimated Recommended Decrease
Interest $10,000 $15,957 $12,000 20%
Miscellaneous $- $457 $- 0%
Sales & Service $5,578,000 $5,966,828 $5,787,000 4%
Fund Balance $18,726 $- $416,078 2122%
Total Revenues $5,606,726 $5,983,242 $6,215,078 11%

Property Taxes:

Real property values are estimated to grow by 3.7% in
FY 2017. This increase is the largest, by far, since the recession
began, but less than growth before the recession. Half of the
additional value ($191 million) was added in the North
Chatham Fire District. Growth in Cary accounted for another
$45 million and Pittsboro Fire District another $31 million. The
increase in value results from mostly residential development,
some of which is exempt because of the new legislation
resulting in building inventory and new developments being
exempt for three to five years.

The 5.5% increase in personal property results from a
potential loss in value from business appeals.

Exempt values are expected to increase significantly by
5.1%. Much of this increase results from the legislature’s
action to exempt houses in builders’ inventory and land held by
developers. This inventory is now exempt. In addition, the
total value of exemptions includes nonprofits with property tax
exemptions and the senior citizen homestead exemption. Some
business personal property, such as pollution control, is also
exempt.

The increase in utility values from the FY 2016 budget
results from last year’s conservative estimation of this part of
the tax base. For FY 2016, we were not sure how much more
value we would lose from the decommissioning and removal of
the Duke coal-fired plant in Moncure. The FY 2017 values are
equivalent to what was billed for FY 2016.

The county must rely on NC Department of Motor
Vehicles (DMV) to estimate the motor vehicle tax base, since
DMV took over collection of local motor vehicle taxes in FY
2014. This change was brought about because many counties
had significantly lower collection rates for motor vehicles.
Because Chatham’s collection percentage was among the
highest in the state, our staff was not certain the change would
be beneficial. Indeed, early numbers did not show an increase
in revenue. However, FY 2015 and FY 2016 have proven that
the change is beneficial to Chatham County. Overall, DMV
collected revenues are up 8% over last year. Staff is basing the
FY 2017 values on what we estimate the FY 2016 values to be.
In a good economy, motor vehicle values do tend to grow, but
with little history through the DMV system, staff is reluctant to
project an increase.
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In developing the estimate for property tax, staff used the

following factors:

e Tax base: $9.9 billion—Staff used actual numbers for
real property values as of April 2016, reflecting
estimated reductions by the Board of Equalization and
Review. Staff used estimated numbers for personal

property, exemptions, utilities, and motor vehicles since
these values have not yet been finalized.

Tax rate: 63.38 cents, a 1.19-cent increase over FY
2016.

Staff again used collection percentage recommended by
the Chatham County Tax Collector: Real and personal
property collection percentage: 98%.

FY 2016 FY 2017 % Increase/

Budgeted Projected (Decrease)
Real Property 9,104,101,651  9,398,043,554 3.2%
Personal 471,162,748 497,147,573 5.5%
Exemptions -817,586,524 -859,594,408 5.1%
Utilities 193,720,059 222,986,538 15.1%
Motor Vehicles 609,178,183 660,093,637 8.4%
Total 9,560,576,117 9,918,676,894 3.7%

Fire District Tax Rates:

Fire department budgets are reviewed by the Chatham
County Finance Officer and the Fire Marshal. Of the 11 fire
departments that provide services within Chatham County,
three departments have requested an increase in their tax rates,
and one has requested a decrease. The requested tax rate
increases range from .01 cents to .30 cents. Major issues to be
aware of include:

e The Bennett VVolunteer Fire Department is requesting a
fire tax rate increase from .08 to .09 to fund the
financing and insurance of a new fire response engine.

e The Goldston Rural Fire Department is requesting a fire
tax rate increase from .08 to .09 to fund four (4) new

part-time personnel, establish a fund for future
emergency apparatus purchases, and to establish a fund
to purchase the present property and fire station.

The Northview Volunteer Fire Department is requesting
a fire tax rate increase from .083 to .086 which is in
conjunction and in line with their Lee County fire tax
rate.

e Durham County Fire & Rescue Department has

requested a decrease in their fire tax rate from .115 to
.105 and will continue to provide the same level of fire
protection services to the area served within Chatham
County.
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Recommended
Increase/
FY 2016 FY 2017 FY 2017 Decrease
Fire District Tax Rate Requested Recommended in Fire Tax
Bells Annex (North Chatham FD) 0.1030 0.1030 0.1030 0.0000
Bennett (Bennett FD) 0.0800 0.0900 0.0900 0.0100
Bonlee (Bonlee FD) 0.0700 0.0700 0.0700 0.0000
Central Chatham (Siler City FD) 0.0900 0.0900 0.9000 0.0000
Circle City (Pittsboro FD) 0.1225 0.1225 0.1225 0.0000
Goldston (Goldston FD) 0.0800 0.0900 0.0900 0.0100
Hope (Silk Hope FD) 0.0685 0.0685 0.0685 0.0000
Moncure (Moncure FD) 0.1250 0.1250 0.1250 0.0000
North Chatham (North Chatham FD) 0.1030 0.1030 0.1030 0.0000
Northview (Northview FD) 0.0830 0.0860 0.0860 0.0030
Durham County Fire & Rescue FD (Parkwood) 0.1150 0.1050 0.1050 -0.0100
Staley (Staley FD) 0.1000 0.1000 0.1000 0.0000

Fee Increases:

In order to recoup costs, we are recommending fee
increases in Central Permitting, Planning, the Health Clinic,and
the rental of the Chatham County Agriculture & Conference
Center. One fee, for the inspection of handicap ramps, is
recommended to be eliminated to encourage residents to use
the permitting process and ensure the safety of the ramps. The
fee increases would cumulatively generate approximately
$11,263 in additional revenue, as follows:

e In Central Permitting, a revision to the fee for the
inspection of generators is recommended. Generator
inspections typically require two trips but sometimes
one trip. Permitting staff must decide whether to charge

the customer for one trip ($50) or two ($100). A single
flat fee of $75 will be more efficient and is projected to
decrease revenue by approximately $1,500.

Planning currently has no fee for reviewing exempt
plats, but these reviews are taking more time for staff
due to additional background research that is required
to verify the exemption.

Increases in health clinic fees reflect increased costs for
vaccines.

Chatham County Agriculture and Conference Center
fee revisions are recommended to make the fees more
in line with similar venues.
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Sales Tax:

Because of changes brought about by Medicaid relief,
sales tax is down as a percent of general fund revenues from
14% in FY 2009 to a projected 11% in FY 2017. The parts of
sales tax are:

Article 39: One cent on every dollar — comes back to the
county where it is collected.

Article 40: One-half cent on every dollar — goes into a
statewide pot and is distributed back based on population.
Thirty percent must be spent on school capital or debt.

Acrticle 42: One-half cent on every dollar — comes back to
the county based on where it is collected. Sixty percent must
be spent on school capital or debt.

Article 46: One-quarter cent on every dollar — comes back
to the county based on where it is collected. Proceeds are not
shared with municipalities. Five surrounding counties have
enacted this increase, while Chatham has not. A referendum
would be required. The estimated proceeds from enacting the
tax is $1,128,948.

Locally, sales tax revenues (Articles 39 and 42) are
trending 12% above FY 2015, compared with 5% for sales tax
collected statewide (Article 40).

In addition to these articles, effective July 1, 2016, the state
has levied a new tax on services with the intention to distribute
this new revenue to rural counties. The revenue will be
restricted for schools and economic development. The state
has developed a formula which projects the expected revenue
distribution to counties, and part of these funds will be
removed from the regular distribution formula.

Last year, staff made efforts to improve locally collected
sales tax by educating businesses, residents, and construction
contractors about ensuring sales tax is credited properly for
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2,000,000
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delivered items. Many vendors reported sales tax by zip code
and most of the county’s building activity occurs in zip codes
associated with other counties. The education effort seems to
be reflected in the growth in locally collected sales tax revenue.
Amazon’s collection of NC sales tax, which began in 2014,
may also be contributing to the growth of locally collected
sales tax.

Overall, experts from the state, the NC League of
Municipalities (NCLM) and the NC Association of County
Commissioners (NCACC) expect statewide sales tax growth to
be 4.5% for FY 2016. Staff used this guidance to project local
and statewide collections.

For next year, because of the new distribution of the sales
tax base discussed above, both NCLM and NCACC
recommend a conservative approach to budgeting sales tax
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revenues and suggest 3 to 4% growth for statewide collections.
Staff is recommending 3.75% for both local and statewide
collections.

Medicaid Relief:

As the chart on this previous page demonstrates, locally
collected sales tax has surpassed pre-recession levels, a
positive indicator of our economy.

Beginning with FY 2008, the state has gradually taken over
the counties’ share of Medicaid expense in exchange for a
portion of County sales tax revenue and other sales tax
changes. Overall, Chatham County loses more from sales tax
revenue reductions and changes than we gain from Medicaid
relief. The original legislation provided a hold harmless
provision for counties in our situation, plus a $500,000
additional amount per year. In the 2014 session, the legislature
decided to phase out the $500,000 benefit. In FY 2017, we will
lose $375,000 in revenue.

The hold harmless payment is based on the actual sales tax
revenue and Medicaid expense, as if the changes had not been
made. A good economy means that sales tax revenues are up
and Medicaid expenses are down, increasing the overall benefit
to counties.

Typically, we rely on projections from the NC Association
of County Commissioners, which uses actual Medicaid
expenditures and sales tax receipts to estimate the hold
harmless payment. Those projections are no longer available.

Intergovernmental:

To estimate FY 2017, we used FY 2016 projected amounts
(from the NC Department of Revenue) and reduced by
$125,000 (the legislative reduction in hold harmless), resulting
in a $2,050,000 estimate for this revenue.

Elements of the Medicaid “swap” include:

e County loses all of Article 44 (one-half cent) sales tax.

e Article 42 (one-half cent) sales tax switches from being
shared statewide on a per capita basis to being
distributed based on local collections.

e State takes over 100% of County’s Medicaid costs.

e County must reimburse towns for their share of lost
sales tax revenues.

e County must hold schools harmless for portion of
Article 42 earmarked for school capital.

e Counties are guaranteed a “hold harmless” amount:
+$125,000 (this will be phased out completely in FY
2018).

Intergovernmental revenues are those that the state and
federal government “share” with counties, generally to fund
specific programs. This category includes Medicaid relief,
described above. Because of Medicaid relief, the Jordan Lake

Payment in Lieu, and DSS reimbursements, intergovernmental
revenues are expected to increase by 4%. Intergovernmental
revenues have historically been declining as a portion of total
revenue.
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Social Services Reimbursements: State and federal
government reimburse us partially for the salaries and
operating costs of social services programs. All federal and
state reimbursements are based on estimates provided by
the NC Department of Health and Human Services and
adjusted for local conditions. These reimbursements are
linked directly to expenditures in Social Services. This
revenue source is expected to increase by 3% to reflect
increased expenditures overall and a higher reimbursement
rate (75% versus 50%) for Medicaid administration.

Safe Havens Grant: Federal funding for the Safe Havens
Program, which provides secure court-ordered visitation
services for families, continues through FY 2017. The
program is also reapplying for a state grant from the
Governor’s Crime Commission, which is not budgeted. The
grants and fees completely cover the cost of this program.
Lottery Proceeds: This revenue does not affect the general
fund directly, as revenues are budgeted in the debt reserve.
Approximately $500,000 is estimated for Chatham in FY
2017. Efforts are underway to request that the NC General
Assembly restore all lottery proceeds originally dedicated
for school construction, which is about twice the amount
we estimate receiving.

Federal Payment in Lieu of Taxes (PILT): This payment
depends on authorization from Congress. The National
Association of Counties guidance is that the PILT
payments will be authorized in the coming year so staff is
recommending that the typical amount of PILT be
projected for FY 2017, $97,000.

ABC Revenue: Staff is estimating approximately $91,000
for FY 2016, but is recommending that the FY 2017 budget
be set at $80,000 which reflects a 7% increase from
FY2016 budget. .

Court Revenues: FY 2016 court facility fees are trending
11% lower than FY 2015 and are below budgeted amounts.
Staff recommends budgeting an 11% decrease from
amounts budgeted in FY 2016. Based on trends year-to-
date, revenue from court costs is expected to be lower than
expected.

Beer and Wine Tax: The NC League of Municipalities
reports that DOR expects FY 2016 beer and wine
distributions to local governments to decrease 6% below
FY 2015 amounts, but no rationale has been provided to
support the decline. Based on strong collections last year,
and increasing trends in the beverage industry at the
national level, NCLM guidance is to expect FY 2017
distributions to increase by 5%. Taking both DOR and
NCLM projections into account, staff estimates that FY
2016 collections (not yet received) will be 6% below FY
2015 and FY 2017 will be 3% above FY 2016.

Chatham County FY 2016-2017 Approved Budget

Page 24



Fees & Permits:

Fees are generated when county residents and others pay
for permits charged for regulations the county is required to
enforce. Some fees, such as Register of Deeds recording fees,
are set by state law. Most other fees are established locally and
can be set at various levels. Overall, this revenue is expected to
decrease slightly by 1%.

e Register of Deeds Fees: Fees are charged when legal
documents are recorded. Staff estimates that FY 2016
receipts will be about equal to FY 2015. FY 2017
projections are slightly more conservative than FY 2016
estimated receipts.

Other Taxes and Licenses:

Building Inspection Fees: Staff estimates that the
revenues for FY 2016 will be 6% below FY 2015. FY
2015 included some large a-typical development projects,
which increased revenue. Although revenues for FY 2016
are less than FY 2015 due to the absence of these “outliers’,
revenue is still showing an increase over FY 2014 and FY
2013. For FY 2017, staff recommends a conservative
$1,150,000, or 4% less than the FY 2016 estimate.

Other Taxes and Licenses represent locally collected taxes,
other than the property tax. Overall, this revenue category is
not expected to increase.

e Register of Deeds Revenue Stamps: Revenue stamps are
charged when properties are sold within the County. We
are required to share half of the revenue with the state. For
the first nine months of FY 2016, this revenue source is
15% above FY 2015. Consistent with our methodology of
budgeting 3% less than the previous year’s actual,
projections for FY 2017 are slightly more conservative
than FY 2016 estimated. As the chart to the right shows,
while land transactions have not reached the peak levels of
FY 2007, they have improved dramatically since the
downturn in the economy.
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e Occupancy Tax: Collections for the first nine months of
FY 2016 are 5% above FY 2015. FY 2017 projected
collections of $93,000 based on the estimate for FY 2016
and reduced by 3%, consistent with our methodology.

Other General Fund Revenues:

Interest: FY 2016 is estimated to exceed budget by 17%
due to the Finance Office strategy of investing approximately
50% of available cash in agencies, treasury notes, and
commercial paper. Staff recommends budgeting $140,000 in
FY 2017, which is slightly more conservative than the FY
2016 estimate.

Grants/Donations: This revenue source is projected to
decrease 7% from FY 2016. One reason is the uncertainty of
some special project donations and grants.

General Fund Sales and Service: Sales and service
revenue is generated when county departments provide
services directly to residents and are reimbursed either directly

Enterprise Fund Revenue:

from residents or from a third party, such as Medicaid. In
general, the County has more control over the “prices” of its
services than any other revenue type, besides property taxes.
The exception is Medicaid, because reimbursement rates are
set by the Federal government. Several adjustments in health
clinic fees are recommended to match Medicaid
reimbursement rates.

In the general fund, this revenue source is expected to
decrease by 10%.

Sales and service revenue accounts for most of the
revenue in the Water and Solid Waste & Recycling Funds.

Water revenues are expected to increase 7% from FY 2016
budgeted amounts. Since the recession began, revenue had not
grown significantly in the Water Fund, despite an increase in
the number of customers. This trend appears to have turned
around beginning in FY 2015, when estimated revenues 4%
above FY 2014. We suspect the trend was related to the
economic downturn and water customers conserving more.
With the economy improving, water usage per customer is
estimated to increase 4% in FY 2017. Additional growth in

revenue comes from adding new water customers in areas,
such as Briar Chapel.

Solid Waste and Recycling revenues overall are expected to
be slightly over budget in FY 2016 and projected
conservatively with a 3% increase in FY 2017. Sales and
service is expected to increase by only 1% overall. This
revenue is comprised of collection fees paid by all non-
municipal residents and disposal fees paid by non-municipal
residents without a private hauler.
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Transfers In:

Transfers of revenues generally occur from special

Facilities/Debt Reserve
$9,999,957

revenue funds to the operating funds for special purposes.
Overall, this revenue source is expected to increase 25% to

cover

increased debt service for the Agriculture &

Facilities/Debt Reserve
$7,263,238

(General Fund Debt)

(7.7 cents for General Fund Debt +
$1,303,034 Retired Debt)

Conference Center and Joint Bus Garage.

CIP Pay-Go Reserve
General Fund

CIP Reserve: This reserve was established as part of the
County’s financial plan to fund capital improvements.

Impact Fee Reserve

$3,944,459
(School Debt)

$1,656,682

(non Schools)

Prior to FY 2017, 5.6 cents on the property tax rate, plus
the decrease in debt service on general obligation bonds,
was transferred annually to this reserve to pay for debt
service on general County projects. For FY 2017, an
additional 2.1 cents are recommended be transferred to
cover the new projects approved in the 2017-2023 Capital
Improvements Plan. In turn, funds to cover principal and
interest on the county’s debt-financed CIP projects are
transferred to the general fund each year. This approach
avoids large increases in property taxes to pay for debt
service. For FY 2017, an additional $901,583 will be
transferred from the reserve for increased debt service
resulting from the financing of the Agriculture and
Conference Center and joint school bus/county garage.

Fund Balance:

CIP Pay-Go Reserve

$359,349
(Schools)

Impact Fee Reserve: This reserve accumulates school
impact fees to pay for capital and debt service for school
improvements related to growth. A transfer of $3,944,459
is needed to cover debt for Virginia Cross Elementary,
Northwood High School Renovations, Margaret Pollard
Middle School, and several small projects paid for with
funds leftover from the Margaret Pollard project. This
represents a 52% increase over FY 2016.

General Fund:

General Fund One Times $491,215
Replacement Capital $857,409
General Fund Transfer To CIP Reserve $1,656,682
School Transfer to CIP Reserve $359,849
School Capital Outlay $2,294,050
Fund Balance for Expansions $283,480

Total One Time Expenses
Fund Balance Appropriated

$5,942,685
$5,873,989

Fund balance is typically used as “revenue” to balance the

budget. Consistent with the Commissioners’ adopted financial
policy, the use of fund balance in the general fund is tied to
one-time or capital expenditures, as shown in the table.
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Overall, the general fund appropriation from fund balance is up
$262,880 or 5% from the original fund balance appropriation in
FY 2016 (the amended figure reflects changes in the budget

The Water Fund appropriation is recommended at
$416,078. The fund includes one-time expenses totaling
$739,100.

since the original appropriation). Earlier, the Board of
Commissioners approves staff’s recommendation to use some
of the excess FY 2015 fund balance to move up the animal
shelter by one year. The higher FY 2017 appropriation reflects
this action. Staff recommends that we work to move the CIP
transfer to recurring revenue in future years.

The Solid Waste & Recycling Fund appropriation is
recommended at $116,463. The fund includes one-time
expenses totaling $324,000.

The table on the next page shows the amount of fund
balance available for appropriation in FY 2017 in the three
major operating funds.

Solid Waste
Fund Balance Available for Appropriation: General Water & Recycling Southeast
Cash and Investments 34,325,453 4,044,264 3,212,160 72,755
Less:

Liabilities 4,212,982) (220,256) (64,915) 0

Deferred revenues (178,449) 0 0 0

Fund balance available for appropriation 29,934,022 3,824,008 3,147,245 72,755

Recommended for appropriation $5,873,989 $416,078 $116,463 $0

General Fund Expenditure Summary:

2016 2016 2017 %lnc./
Amended Estimated Recommended Variance (Dec.)
Administration 6,734,789 5,971,278 7,300,877 566,088 8%
Debt Service 10,614,633 33,950,442 11,522,210 907,577 9%
Debt/Capital Transfers 8,056,974 8,056,974 12,041,488 3,984,514 49%
Chatham County Schools 30,037,838 30,037,838 31,566,180 1,528,342 5%
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2016 2016 2017 %lnc./

Amended Estimated Recommended Variance (Dec.)

Other Education & Culture 3,292,712 3,177,716 3,281,592 -11,120 0%
General Government 2,950,752 2,804,930 3,023,556 72,804 2%
Human Services 18,544,732 17,779,966 18,473,427  -71,305 0%
Natural Resource Management 2,826,075 2,585,437 2,805,584  -20,491 -1%
Public Safety 17,106,284 15,770,626 17,415,347 309,063 2%
Total 100,164,789 120,135,207 107,430,261 7,265,472 7%

Administration: The 8% increase in this grouping can be $382,342, or 20%. Staff has budgeted $300,000 in

explained primarily by increases in legal expenses [+108,986];
an increase in utility expense in the court facility budget
[+39,750]; the addition of expenses for operating the new joint
bus garage a full year [+158,000],; and by the addition of the
new Agriculture and Conference Center operating budget,
including a new position, to this category [+156,923].

Debt Service: Debt service is increasing by 9% because of the
increased debt service for the Agricultural & Conference
Center and the Joint School Bus/County garage. Last year this
debt service was offset by savings in general obligation bonds.
Debt/Capital Transfers: Overall, this category is up 49%. The
debt model requires a transfer of $9,999,957 to meet current
debt service and prepare for the new CIP projects (expanding
the capacity of the New High School, New Elementary School,
and the CCCC Health Sciences Building at Briar Chapel). The
Capital Improvements Program calls for a $1,656,682 transfer
[+700,471] to the capital reserve to fund projects in the CIP,
and moves up the animal shelter to open a year earlier.
Chatham County Schools: Overall, funding for Chatham
County Schools is increasing 5%. Current expense funding is
increasing $846,000, or 4%. Capital outlay is increasing

contingency for potential State salary increases. These
increases are offset somewhat by a smaller transfer to CIP
projects (last year’s was somewhat front loaded) [-90,103].
Other Culture & Education: Spending in this category is
consistent, with no increase or decrease.

General Government: The 2% overall increase results from
increased pay and benefits. .

Human Services: Spending in the Human Services grouping is
holding steady from Fiscal 2016 to Fiscal 2017.

Natural Resource Management: Natural Resource
Management is decreasing slightly, due to the transfer of
personnel to support the new Agricultural Center from
Convention and Visitors Bureau to Facilities [-62,305], which
is offset by pay and benefit increases.

Public Safety: The 2% overall increase results primarily from
expansion increases in the Sheriff’s Office Detention Center
associated with taking the first step toward compliance with the
federal Prison Rape Elimination Act [+$150,672]; Capital
outlay expenses in Emergency Management Operations
[+84,973] to purchase defibrillators for all fire departments and
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a generator for the shelter; an increase in the contract with First
Health in Emergency Medical Services [+110,980].

Enterprise Fund Expenditure Summaries

2016 2016 2017 % Inc./

Amended Estimated Recommended Variance (Dec.)
Solid Waste & Recycling 3,104,191 2,815,890 3,199,685 95,494 3%
Southeast Water District 601,200 561,200 609,600 8,400 1%
Water Fund 5,606,726 5,428,390 6,215,078 608,352 11%
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Expenditures by Department

Cardinal Innovations -Mental Health

Central Carolina Community College

Central Permitting-Administration

Central Permitting-Building Inspections

Central Permitting-Fire Marshal Division
Chatham County Schools

Chatham Trades

Chatham Transit

Cooperative Extension Service

Council on Aging

County Attorney

County Manager

Court Facilities

Court Related Programs

Economic Development

Elections

Emergency Management-Emergency Medical Service
Emergency Management-Emergency Operations
Emergency Management-Telecommunications
Environmental Quality-Land & Water Resources
Facilities - CC Agriculture & Conference Center
Finance

Governing Board

Health- Administration

Health-Animal Services

FY 2015
Actual
485,585

1,790,743
338,018
418,134
244,871

33,475,757
202,733
136,302
335,882
881,272
323,346
873,518

1,162,246
586,997
968,413
346,572

2,350,586
461,382

1,317,656
141,948

0
716,526
302,579
462,391
649,732

FY 2016
Amended
510,434

1,783,063
392,927
564,381
290,510

35,221,876
182,000
254,114
395,174
962,641
295,859
648,836

1,167,272
595,848
757,557
450,153

2,752,438
619,047

1,613,939
260,486

0
837,539
363,680
483,720
827,995

FY 2016
Estimated
486,781

1,783,063
349,925
547,237
281,781

35,055,355
182,000
246,472
359,673
964,791
392,511
593,014

1,200,820
597,324
745,039
402,252

2,426,408
532,237

1,457,716
252,109

0
821,245
318,114
478,331
668,149

FY 2017
Requested
513,078

1,812,304
562,682
644,085
260,472

36,823,915
182,000
120,523
413,054
962,786
406,319
580,112

1,155,788
629,977

1,107,280
442,533

2,862,374
739,711

1,621,163
242,116
269,556
874,566
372,484
380,786
764,250

FY 2017
Rec Cont
513,078

1,768,393
350,272
656,190
266,522

36,823,915
182,000
120,523
389,297
897,857
397,976
592,757

1,185,788
625,717

1,107,280
446,568

2,862,374
694,003

1,551,370
247,964
122,457
891,020
377,110
389,858
740,689

FY 2017
Rec Exp
0

0
128,446

o O O o o

7,378
70,000
10,000

1,645

12,000

FY 2017
Total
513,078

1,768,393
478,718
656,190
266,522

36,823,915
182,000
120,523
396,675
967,857
407,976
594,402

1,185,788
637,717

1,107,280
446,568

2,862,374
740,571

1,551,369
247,964
221,766
892,665
378,110
389,858
740,689

% Inc/
Dec
1%

-1%
22%
16%
-8%
5%
0%
-53%
0%
1%
38%
-8%
2%
7%
46%
-1%
4%
20%
-4%
-5%
0%
7%
4%
-19%
-11%
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FY 2015 FY 2016 FY 2016 FY 2017 FY 2017 FY 2017 FY 2017 % Inc/

Actual Amended Estimated Requested Rec Cont Rec Exp Total Dec
Health-Community & Family Health 708,686 742,358 755,306 554,601 566,667 0 566,667 -24%
Health-Community Health & Surveillance 470,651 0 0 1,757 1,757 0 1,757 0%
Health-Environmental Health 1,110,004 1,258,365 1,220,209 1,218,802 1,248,684 -2,932 1,245,752 -1%
Health-Preventative Healthcare 1,916,859 2,700,892 2,603,812 3,066,570 3,081,429 45,203 3,126,632 16%
Human Resources Department 2,158 322,115 323,086 330,435 338,568 0 338,568 5%
Human Service Pass Through Grants 134,003 0 141,175 0 0 0 0 0%
Human Services Agencies 269,502 270,564 286,227 414,343 414,343 0 414,343 53%
Library 1,923,928 2,089,382 1,981,902 2,009,752 1,991,897 25,182 2,017,079 -3%
Management Information Systems (MIS) 1,297,777 1,471,623 1,379,106 1,646,121 1,533,876 36,970 1,570,846 7%
Non-Departmental/General Services 37,173,398 8,459,691 31,629,714 12,445,987 12,445,987 0 12,445,987 47%
Parks and Recreation 695,052 825,645 811,330 970,017 889,747 25,000 914,747 11%
Pittsboro/SC Visitors Bureau 88,441 160,221 142,888 95,658 97,916 0 97,916 -39%
Planning 409,125 808,802 651,947 625,222 636,000 3,813 639,813 -21%
Public Works-Facilities Management 2,593,855 3,193,691 2,966,092 3,416,817 3,439,477 0 3,439,477 8%
Public Works-Fleet -75,406 -1,825 -29,469 134,532 134,532 0 134,532 -7472%
Register of Deeds 437,139 459,763 460,696 542,186 481,584 4,842 486,426 6%
Sheriff's Office-Jail 4,379,200 4,910,173 4,464,011 5,588,873 4,947,145 150,687 5,097,832 4%
Sheriff's Office-Law Enforcement 6,882,321 7,658,754 7,345,574 9,162,091 7,568,787 0 7,568,787 -1%
Social Services 9,833,442 10,659,463 10,009,993 10,625,057 10,658,647 101,049 10,759,696 1%
Soil and Water 214,888 266,467 225,393 266,691 271,984 0 271,984 2%
Solid Waste & Recycling 3,823,696 3,104,191 2,815,890 3,291,077 3,199,685 0 3,199,685 3%
Southeast Water District 599,917 601,200 561,200 609,600 609,600 0 609,600 1%
Tax -- Administration 924,243 1,001,049 982,831 1,026,603 1,036,984 0 1,036,984 4%
Tax -- Assessment & Revaluation 372,626 676,107 641,037 670,839 675,468 0 675,468 0%
Water-Distribution 4,012,094 4,412,951 4,294,484 4,716,564 4,666,171 6,768 4,672,939 6%
Water-Wastewater Treatment 12,829 22,654 17,641 44,786 44,786 0 44,786 98%
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Expansion Requests:

“Expansion requests” represent new programs, new
positions, new capital outlay, and requests for the county to
take over programs that previously were grant funded. The
County Manager recommends that the following expansion

requests be funded. (At the suggestion of GFOA, only requests
of +/-$10,000 are listed here). More detail can be found on
these and smaller requests in each department’s budget.

Department
Central Permitting
Central Permitting
Council on Aging
Council on Aging
Court Related Programs
Emergency Management
Facilities - CC Agriculture &
Conference Center

Health-Preventative Services
Health-Preventative Services
Library Services

Expansion
Administrative Support Position for all 3 divisions of Central Permitting
Implement new Cityview Mobile Software
Improve Substandard Housing for Elderly
General Maintenance & Repair of Chatham’s Two Senior Centers of Excellence
Temporary staff to support pre-trial release phone call volume
Generator for shelter
Event Services Leader Position and temporary salaries for setup and tear down for Chatham
County Agriculture & Conference Center
Purchase of additional vaccines for children and adults
Nutritionist 111 New Position
Expanded hours for Library Outreach Coordinator Position

Net Cost
$50,076
$78,368
$50,000
$20,000
$12,000
$46,568
$93,419

$15,000
$25,168
$25,179

Management Information Systems
Parks and Recreation

Sheriff's Office-Jail

Social Services

Social Services

Social Services

Continuation Budget

Chatham County Esri Enterprise Licensing Agreement (ELA)

Provide county match funds for Recreational Trail Program Grant for Haw River Trail.
Detention Direct Observation Positions for Youth Offenders

Income Maintenance Caseworker 11 Position $9,756
Convert Processing Assistant Positions from part time to full time
Income Maintenance Caseworker | Position

$36,450
$25,000
$150,672

$13,927
$17,301

“Continuation” refers to the portion of the budget that
assumes that the County will continue to do business as it does
currently. In other words, what will it cost next year to
continue the same services and service levels without adding
people or programs?

Overall, the General Fund continuation budget increased

7% over FY 2016. Reasons for this are as follows:

e Salaries: Continuation salaries increased 4%. Most of this
comprises a recommended 3% market pay adjustment for
employees, at a cost of $707,421 in the general fund. The
increase also includes positions that were budgeted in
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contingency in FY2016 and are now included in the
continuation budget (e.g. positions in Planning and
Emergency Operations).

e Other Personnel Costs/Benefits: Overall, this category
increased 9%. Pay-based benefits increased as a result of
salary increases. A $593,775 (15%) increase in health
insurance is recommended to cover expected costs. An
increase of $55,795 in retirement costs is also
recommended due to action by the State Treasurer’s Office
to increase the contribution by 7% for general employees
and by 11% for law enforcement personnel. This increase is
part of an attempt to stabilize the employer contribution
rates. After FY 2017, both rates will continue increase by
0.25% annually through FY2020-21. Adoption of this
policy and these contribution rates will allow for
predictability and stability in the contribution rates while
continuing keeping the local retirement system one of the
best-funded systems in the country

e Operating: Operating expenses grew by less than 1%.

e Debt: Overall, the county’s debt service obligations
increased by 9% because of increased debt service for the
Agriculture and Conference Center and Joint Bus/County
Garage. [+999,450]

Capital Improvements Program (CIP)

e Transfers: Transfers are budgeted at a 49% increase over
FY 2016. The debt model calls for a transfer of $9,999,957
to cover current debt service and prepare for the new CIP
projects (expanding capacity of the New High School, New
Elementary School, and CCCC Health Sciences Building),
an increase of $3,369,146. The Capital Improvements
Program calls for an increase of $670,471 transfer to capital
reserve to fund pay-as-you-go CIP projects and move
construction of the animal shelter up one year.

e Allocations/Programs: This category increased 2% overall
because the allocation to Chatham County Schools, which
increased by $1,518,342, is now included in this category.
This was offset by reductions in one-time allocations in FY
2016, including $301,000 in special allocations to Siler
City and Goldston.

Background: The CIP is a long-term plan for funding the
County’s major capital needs. It shows how facilities,
equipment, and other projects that cost $100,000 or more could
be scheduled and funded over the next seven years, beginning
in FY 2017. The CIP is updated annually during the budget
process and may be modified at any time to reflect changing
conditions. A CIP is a systematic way of anticipating, planning,

and budgeting for major projects. The adoption of a CIP can
improve the credit worthiness (bond rating) of a jurisdiction.
CIP requests originate at the department level. The Manager’s
Office reviews new and existing requests and recommends a
proposed CIP to the Board of Commissioners. The Board of
Commissioners reviews the recommendation in detail, makes
changes, and adopts an approved CIP. During review of the
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annual operating budget, Commissioners may make additional

changes to the CIP.

Three changes to the FY 2017-2023 adopted CIP are
proposed in the FY 2017 Recommended operating budget:
e Expand the capacity of the new high school from 800 to

1,000 students (with a core of 1,200). This change adds

approximately $5 million to the high school budget and

creates the need to transfer the equivalent of 0.5 cents on
the tax rate to the debt reserve. The Board of Education

voted to make this change on April 21, 2016.

e Move up the Animal Shelter one year to open in FY 2019.
This action increases the transfer required to the CIP
reserve by $936,219, but this amount is funded through
fund balance appropriation.

e Redirect $161,157 in funding for the Pittsboro Elementary
School roof to a mobile pod for Northwood to provide

The Future

sufficient capacity until the new high school is built. This

has no net effect on the budget or CIP.

The main impact of the CIP on the FY 2017 is found in
three areas:

First, it is necessary to increase the transfer to the debt
reserve by 2.1 cents on the property tax rate to fund the new
elementary school and CCCC Health Sciences Building.

Second, the $2 million transfer to capital reserve called for
in the CIP is funded.

Third, several projects in the CIP have operating impacts on
the FY 2017 budget.

e The Agriculture and Conference Center staff, utilities,

and other operating expenses total $221,766.

e The budget includes $245,000 to fund a full year of

operations for the county’s portion of the joint garage.

More Information: See Appendix C for a summary of the
Capital Improvements Program.

Short-Term: National, state, and regional economists
expect growth to continue at the current pace into next year.
Locally, we appear to be doing better than the state. Indicators
of local growth, such as building inspections and deed stamps,
are trending at or near pre-recession levels. For that reason,
additional revenue growth is anticipated in many areas in FY
2017, significantly in sales tax. Property tax growth, while it
has been flat in recent years, is beginning to show the results of
this growth in upcoming budgets. In short, the county should
have more resources to deliver services to a growing
population; however, the rate of growth year-over-year may
begin leveling off.

We have made much progress in positioning our workforce
and facilities to deal with this growth in the short term. New
schools, community college buildings, a new justice center,
detention center, a joint school bus/county garage, and
agriculture center will ensure the county has the facilities to
deliver services. These facilities were built when construction
costs had declined substantially and interest rates were at
historic lows. We were able to do this only because we had
positioned ourselves financially to continue to invest when
many jurisdictions had to make deep cuts, particularly in their
capital programs. Investments in our employees to maintain
market pay and provide comprehensive training means we will
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have the skills to move forward. In short, we are ready for new
demands on our services.

The Long Term: Chatham Park and our two megasites for
economic development present many opportunities and
challenges. While our recent investments will help us deal with
the expected growth, these developments are game-changers.

Invitation for Public to Participate

We will have to be even savvier about how we invest our
resources to ensure we maximize these opportunities. Careful
planning of public facilities, continued efforts to make our pay
and benefits competitive, and stewardship will help us be ahead
of the change we know is coming.

Chatham County values the input of its residents. You have
several opportunities to give your feedback. First, County
Commissioners will hold two public hearings on the budget as
follows:

e Monday, May 16, 6 p.m., Historic Courthouse,

Pittsboro.
e Tuesday, May 17, 6 p.m., Siler City Courtroom, Town
Hall.

Respectfully submitted May 2, 2016.

Konee Faschal

Renee Paschal
County Manager

You may provide comments or ask questions of our budget
staff. Please contact Lisa West (lisa.west@ chathamnc.org),
919-545-8483. To ensure comments are considered, please
submit by May 18, 2016.

Commissioners will also hold a series of budget work
sessions. Check times and places on the County’s website:
www.chathamnc.org.
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