LEE COUNTY

Committed Today for a Better Tomorrow

Fiscal Year 2007-08
Budget at a Glance

Total Property Valuation: $4.51 billion

Proposed Tax Rate: $.75

One Penny Generates: $436,725

General Fund- Revenues

Amended  06] Recommended | Adopted 07-08 Increase/
07 Budget 07-08 Budget Budget (Decrease)
Ad Valorem Taxes $31,053,738 $34,095,010 $34,095,010 $3,041,272
Local Option Sales Tax $10,336,860 $10,734,100 $10,734,100 $397,240
Other Taxes & Licenses $401,000 $448,500 $448,500 $47,500
Intergovernmental Revenues $8,668,750 $8,665,970 $8,672,408 $3,658
Permits & Fees $372,000 $372,000 $372,000 $0
Sales & Services $2,143,796 $2,739,129 $2,741,383 $597,587
Investment Earnings $450,000 $450,000 $450,000 $0
Miscellaneous $658,657 $352,591 $352,591 -$306,066
Transfers In $941,449 $2,736,398 $2,736,398 $1,794,949
Fund Balance Appropriated $3,053,056 $2,051,168 $2,098,270 -$954,786
Total Revenues $58,079,306 $62,644,866 $62,700,660 $4,621,354
General Fund- Expenditures
Amended Recommended | Adopted 07-08 Increase/
06-07 Budget 07-08 Budget Budget (Decrease)
General Government-Total $7,620,869 $7,715,679 $7,639,502 $18,633
Public Safety-Total $6,237,531 $6,765,890 $6,804,761 $567,230
Economic/Physical Devel.-Total $2,030,766 $1,645,177 $1,645,570 -$385,196
Health and Welfare-Total $18,259,923 $18,298,730 $18,295,268 $35,345
Public Health $3,854,117 $3,478,008 $3,445,994 -$408,123
Mental Health $252,000 $252,000 $250,000 -$2,000
Social Services $11,900,972 $12,229,075 $12,249,274 $348,302
Education- Total $15,371,828 $17,767,460 $17,860,157 $2,488,329
School Current Expense $12,666,167 $13,569,437 $13,502,134 $835,967
CCCC Current Expense $1,833,044 $1,904,136 $2,064,136 $231,092
Cultural and Recreational -Total $1,956,691 $2,207,099 $2,210,571 $253,880
Debt Service-Total $5,716,799 $7,177,200 $7,177,200 $1,460,401
Reserves- Total $884,899 $1,067,631 $1,067,631 $182,732
Total Expenditures $58,079,306 $62,644,866 $62,700,660 $4,621,354
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FISCAL YEAR 2007-2008
PROPOSED BUDGET RECOMMENDATIONS

GENERAL FUND REVENUE

In order to achieve a self-sufficient operation, this proposed budget includes the
receipt of $62,644,866 in revenue to support General Fund activities for the 2007-08
fiscal year. Estimates of revenues for budgetary purposes are gathered from a
variety of sources. To estimate revenues for the coming year, the County Manager
and Finance Director consult with the Tax department and other department
heads. These individuals play an important role in providing estimates of revenue
from program-related fees; state and federal grants; licenses and permits; sales and
services; property tax and sales tax. Past trends, current and future economic
conditions along with the input of County department heads were used to establish
revenue projections for the coming year.

As that greater than 72 percent of the government’s revenues are derived from two
sources, the property tax and sales taxes, it is important to understand the
significance of the projected revenue proceeds. The following table should help
show the projected growth in the two revenue sources and the County’s reliance on
each as a percentage of total expenditures.

Table #1 — Major Revenue Sources

FY 2006-2007 FY 2007-2008 Difference % Change

Tax base $3,939,672,390 | $4,506,845,741 | $567,173,351 14.40%
Tax rate 0.79 0.75 (0.04) (5.06%)
Ad valorem rev. 29,890,938 32,754,410 2,863,472 9.58%
% of total exp. 51.47% 52.29% .82% 1.59%
Sales tax rev. 10,336,860 10,734,100 397,240 3.84%
% of total exp. 17.80% 17.13% (0.67%) (3.76%)

During FY 2006-07, Tax department staff completed reassessment of real property
values and is now working on the resultant appeals. The revaluation of real property
resulted in a 12.4 percent increase in the tax base. The remaining 2 percent
adjustment is attributable to growth from new construction. As illustrated above, the
tax rate for FY 2007-08 is recommended to decrease to 75 cents per $100 of
valuation. Natural growth of the tax base, revaluation and adjustment in the tax
rate should realize $2,863,472 of additional ad valorem revenue to support the
proposed $62,644,866 budget.
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Growth in this revenue
source permits the
local tax base to 65000 -
produce $436,725 for 62500 |
each penny of tax rate $4,000 |
levy. Therefore, based $3,500 -
upon a collection rate $3,000 1
of 98 percent, real, $25500 1
personal and utility tax

Property Tax Base Growth
Billions

revenue is projected at $1,000 |
$30,096,257. $500 -
Collected at an 86 $0 A
percent rate, motor qcﬁ
vehicles will realize net ¥

proceeds of $2,658,153
for this proposed

O Real Property @ Personal Property O Utilities

budget. *revaluation year

Sales tax revenues are the County’s second largest single revenue source. The
current sales tax rate in North Carolina is 6.75 percent. Of this, two and one-half
percent is returned to the County. In Lee County, the total county-wide sales tax
collections are distributed between the cities in the County and Lee County
government based on the population in each government unit. The County’s share
of 1.5 percent is unrestricted. The other 1 percent is legally split into two .5 percent
taxes and has certain restrictions placed on the proceeds by General Statutes.

Currently, 30 percent of the first .5 percent sales tax and 60 percent of the second .5
percent sales tax must be used for school related projects or debt service related to
school projects. School sales tax collections are now used to fund debt service
incurred by the

County for the Lee Local Option Sales Tax Receivable
County School Millions
System. $12

$10 -
On average, the
various sales tax $8
sources are
projected to grow %6 1
by 3  percent. $4
Total local option
sales tax revenue is $2 4
projected at 50 -
10,734,100, a P
3 - P P FFF L LKL
$397,240 increase F TP FFFEEQ
over the FY 2006-07 A A AL L S
budgeted amount.

*projected
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Considering the anticipated use of $175,000 of fund balance in the current year
budget, it is projected that the year end 2007 available fund balance will be 17
percent of general fund expenditures. This proposed budget’s use of fund balance
reserves is significant, yet justifiable. A fund balance appropriation of $2,051,000 is
included as supplemental revenue for FY 2007-08. All of the acquisitions and
projects that utilize this general fund reserve in the proposed budget are one-time
expenditures. A list summarizing the requested and recommended fund balance
uses by category are illustrated in the table below. A detailed list can be found in
Exhibit 4.

Table #2 — Fund Balance Uses

Category Requested Recommended
Capital $1,373,512 $ 609,168
Building Improvements 98,000 98,000
ADA Improvements 9,000 0
Facility Development 151,000 144,000
Total $1,631,512 $ 851,168

While the use of fund balance for one-time expenditures is not in and of itself a
negative action, the ongoing annual use of fund balance is cause for
contemplation. If this trend continues, the County risks increased scrutiny from the
Local Government Commission and ultimately forced oversight by this regulatory
body. A much better method for funding capital acquisitions is the use of a capital
reserve fund. The Board did adopt a capital reserve appropriation policy that
requires an annual contribution amount equal to one (1) percent of General Fund
expenditures; this budget does appropriate said amount. Without such a fund, the
depletion of fund balance is prone to continue. The Board also adopted a
minimum fund balance policy that requires an amount equal to 14 percent of
expenditures and
strives for a target
fund balance to
expenditures ratio $16

Fund Balance History

of 18 percent. In | £ 4
. . s $12
light of the ongoing $10
appropriation of $8 . | |
fund balance » |

. . $4 X X X X = X =
reserves, it is $2
projected that FY & & & T s
2007-08 will be the & & & & &

final year in which :
.. . mm Total Fund Balance == Fund Balance Available
the activity will not 8% Minimum 14% BOC Floor

, —x—18% BOC Target

breach the Board’s ° 9

14 percent fund

balance floor. *projected
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GENERAL FUND EXPENDITURES

Expenditures proposed herewith total $62,644,866, an increase of 7.86 percent or
$4,565,560 more than the FY 2007-08 amended budget. The increase is attributable
to normal inflationary influences and needed investments in information technology
initiatives, public safety and education. Among the increases to the County
operating budget is a Cost of Living Adjustment (COLA) of 2.5 percent to keep
employee salaries on par with economic conditions. The Board of Commissioners
wisely included a competitive employment provision in its financial policies that
specifies the County’s use of a specified Consumer Price Index (CPl) to determine
increases to employee salaries. Adherence to this policy will help prevent the need
for dramatic pay adjustments as required in prior fiscal years to address several
years of stagnhant or below average compensation adjustments.

Another initiative aimed to provide benefit to the employee and funded in this
proposed budget is a merit based performance evaluation system. Adopted at the
Board’s March 20, 2006 regular meeting, this program will provide financial
incentives for employee accomplishment. Effective January 1, 2006, the County no
longer provides automatic “step” increases for new employees. Now, the only
salary increase opportunity other than the annual COLA is through a negotiated
performance agreement that specifies a reward for specific accomplishment. The
program officialy commenced January 1, 2007. Employees who complete their
performance agreement will receive salary adjustments effective January 1, 2008.
Funds totaling $36,071 are included in the FY 2007-08 budget for this benefit. These
investments in the Lee County workforce are viewed as essential to retention and
development of a highly qualified staff. The new compensation methods will
provide incentive for accomplishment and performance while eliminating the
traditional view that tenure is the determining factor for rate of pay.

Requests for 18 new positions were submitted for consideration for FY 2007-08. This
budget proposes the funding of 6 of the requested positions. The table on the next
page illustrates said requests and those recommended for approval.
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Table #3 — Position Request Summary

Department Position Title Salary* Recommended Notes
Human Resources Human Resources Support Assistant || $35,371
Tax Administration Revenue Clerk | 32,742
Tax Administration Property Valuation Specialist/Listing 38,246
Elections Adminstrative Support Assistant | 32,742
IT IT Support Analyst 50,625 $ 50,625
General Services Part-time Administrative Support Assistant 13,971
Sheriff Patrol Deputy (4) 172,117 86,058 1
Sheriff Crime Scene Investigator 48,552
Emergency Management Emergency Management Specialist 51,562
Fire Marshal Fire Inspector/Educator 46,682
Cooperative Extension Nutrition Program Assistant 17,726 17,726 2
Social Services Social Worker | A&T 54,934 54,934 3
Social Services Income Maintenance Il 41,395 41,395 3
Social Services Income Maintenance Caseworker I 41,395 3
Parks and Recreation Assistant Park Operations Manager 26,127
Total requested 18 Total recommended 6
Notes: * Includes fringes (social security, retirement, 401(K) & insurance)

1. Two (2) deputies recommended

2. 100% Grant Funded

3. 50% County costs

As an agent of the General Assembly, the County provides many mandatory
human services programs of which the eligibility and cost are not determined
locally. County revenue totaling $7,484,355 is dedicated to these type required
services; $28,319,337 is dedicated to mandatory programs and services outside
human service functions. A detailed list of mandated and non-mandated programs
is provided in Exhibits 2 and 3. The County’s inability to control the vast majority of
the annual budget is an ongoing frustration that many outside of daily government
affairs do not necessarily comprehend. This year, however, there may be
opportunity for modest relief from the County’s required contribution to the State’s
Medicaid program. A proposal initiated in the House of Representatives may
provide $595,040 of reduction to the estimated $3,079,515 of FY 2007-08 Medicaid
expenses. If such is realized, an equal reduction to appropriated fund balance or
contribution to capital reserve will help the County achieve a firm financial position
in preparation for future capital projects.

Following is a more detailed description of proposed General Fund expenditure
activities by functional area. The Board should be aware that the requested
operational budgets for the various County departments were very conservative
and contained very few unreasonable requests. Appreciation is extended to the
department heads for submitting practical proposals that considered the County’s
mission and its financial status. The Board should extend praise to each for their
sincere dedication to the organization and their ability to provide high-quality
services on somewhat less than adequate operational budgets.

Page 14



General Government

General government activities can be viewed as the administrative support and
governing activities of the organization. Included in this category are the governing
body and administrative management, revenue and finance functions, courthouse
responsibilities, as well as, facility and technology support. Total expenditures in this
category are up 1.24 percent or $94,810.

The responsibility of general
government activities can
be summarized as support u
services for the functional e
areas of County Register of Deeds
government. These back- %
office functions provide the Bectons
revenue, administration,

: X Court Facilities
professional and technical 0%
support necessary to Strategle Services
operate local government. Tax Revaluation
While largely unseen by the o
general public, these services are essential and must receive continued investment
of County resources to ensure high achievement standards in all government
departments.  This budget proposes such investments in several of these
departments.

General Government Functions

General Services
33%

Governing Body
2%

Administration
8%

Human Resources
9%

Finance
7%
Internal Services
Tax Administration 7,
15%

The increase of constituent services has a direct and proportional effect on the
need for quality general government activities. When new offices and employees
are added, there is a need for increased support in facilty maintenance, human
resources and information technology services. Over time, if left unaddressed, these
changes in government activities can overburden the general government staff
desighated to provide support. This is the case currently in the County’s Information
Technology (IT) department. The increased utilization and deployment of personal
computing devices has increased demand on the IT department from a support
ratio of 50 devices per technician to 160 per technician since 1999. This budget
does recommend the addition of the requested IT Support Analyst position to
alleviate the workload demands of the current staff.

In addition to the position proposed, the IT budget includes funding of a Voice Over
IP (VOIP) and Unified Messaging system that will provide a more robust level of
phone service and messaging capability. The Unified Messaging system will replace
an “end of life” voicemail/automated attendant system which is no longer
supported by the current vendor. Unified Messaging will allow selected users the
abilty to manage emails, faxes, and voicemails in one convenient location.
Coupled with a new VOIP system, the County will be in position to retire the main
legacy PBX phone system in FY 2008-09 which will result in cost savings in
maintenance, cabling, and selected phone lines. The purchase of a VOIP system
and Unified Messaging system ($37,172) is comparable to upgrading to the current
release of voicemail system alone ($35,865). The cost of the systems is being shared
by the IT budget (63 percent) and the Social Services budget (37 percent) to allow
Social Services to claim reimbursement revenues.
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Enhanced data protection is also included by insertion of a Storage Area Network
(SAN) solution. The SAN system will allow full centralized data collection to be
managed, replicated, and recovered (if needed) at multiple intervals during the
day. The proposed SAN system includes 6.4 TB of storage which is required to house
all of the County’s data. Example of such mission critical data includes tax/finance
data, personnel records, law enforcement evidence, mug shots, patient and client
data, etc.; that would take days or possibly weeks to recover in the current
environment. A secondary disk based backup solution is also provided that would
allow data to be automatically replicated to a separate physical location should a
site area disaster occur. This system is recommended for 3-year lease which allows
the County to appropriately budget for data storage/protection needs annually
while allowing for growth and maintaining current technology. The annual cost for
the primary site SAN and secondary storage site is $41,544. The costs associated with
data loss in regards to the aforementioned services could prove to be detrimental
to operations as well as compliancy regulations adherence.

To improve efficiencies in data/voice communications at two remote offices,
wireless backhaul services are recommended. The secured broadband fixed
wireless connections would allow data and voice connectivity from the remote
offices to the Lee County wide area network with dedicated bandwidth up to 50
Mbps/symmetrical as opposed to less than 3Mbps upstream/128K downstream
currently. At a cost of $9,800, the County would own this service and could
eliminate (or reduce if downgraded for redundancy purposes) ongoing subscription
expenditures currently estimated at $6,240 per year. The wireless backhaul system
would be the first measure in deploying a wireless mesh architecture that could be
used possibly for public Wi-Fi, public safety, surveillance cameras, etc.

Human Resources’ increased responsibilities over the past two years related to
customer service training, employee development, pay for performance and risk
management have resulted in the request for a Human Resources Support
Assistant |l position. Unfortunately, this budget does not recommend the addition of
the requested position in FY 2007-08. The FY 2007-08 budget does recommend the
funding of a Laserfiche Document Imaging Solutions system. This technology
advancement has been recommended by the County’s IT department and will
provide for the electronic scanning, indexing and archiving of documents to relieve
paper copies. The recommended investment will provide a framework that can
provide benefits to the entire County; however, Human Resources and Social
Services will be the initial users of the system. The system will lead to a reduction in
space needed for paper storage as well as making it easier for information to be
shared. The Human Resources budget includes $23,405 for this system. Social
Services has requested $29,509 for their portion of the system costs.

Included in the Human Resources department is the funding of health insurance for
retired County employees. This budget recommends the appropriation of $320,000
to cover the health insurance related retiree expenses. When this program began in
1996, the cost of individual employee health insurance was $1,932 annually; for FY
2007-08 the expense is $4,992. As of June 30, 2007, 51 employees wil be
participating in the retiree health insurance program. Another 14 individuals will
become fully eligible at year end, but have not announced retirement plans. Over
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the next five years, 15 additional employees will become eligible for the benefit,
while 43 more would be able to participate but would leave the County under
reduced local government retirement system benefits. With these numbers, the
potential expense of this program will become increasingly burdensome.

This proposed budget includes funding of an automated time and attendance
system requested by the Finance department. The system will allow all employees
to electronically record time worked via web access, time clocks and/or phone
entry. The system will eliminate paper time sheets, give employees access to
vacation and sick leave balances electronically, allow supervisors and department
heads to monitor hours worked to effectively manage the earning of compensatory
time, and assist Human Resources in tracking usage of time that qualifies for Family
Medical Leave. The purchase of said system will allow the County to consider the
possibility of moving to a bi-weekly payroll as requested by many of our employees.

Tax department operations continue to focus on improving customer service and
more completely integrating each division (Collections, Listing, and Appraisal) into a
cohesive unit. Two (2) positions requested by the Tax department, a Property
Valuation Specialist/Listing Division and a Revenue Clerk |, have not been
recommended for funding. Itis felt that new positions should not be considered until
the Tax Administrator position has been filled, and he or she has had time to review
the operations of the department and determine the best allocation of resources.

Strategic Services requested funds to increase the resolution of the aerial
photography that is done each year. The scale will increase from 7 x 100’ to 26 x
100°. Monies are recommended for an enhancement to the GIS website which had
49,933 hits from 10,355 unique users from July 1, 2006 to January 31, 2007.

The Board of Elections proposed increasing the number of precincts in Lee County
from 13 to 20. Personnel costs for the additional precincts would be $12,355 for a
primary election. There would also be additional maintenance costs in future years
for the additional voting machines purchased for the new precincts. The proposed
precinct expansion is not funded in the FY 2007-08 budget resulting in a $68,195
reduction from Elections’ requested budget.

Elections requested the addition of an Administrative Support Assistant | in FY 2007-08
that is not recommended. The budget does recommend the requested increase in
salaries for members of the Board of Elections. The following table shows the
proposed salaries for Lee County as well as salaries in surrounding counties.

Table #4 - Board of Elections Salaries

Chatham Harnett Moore Lee (proposed)
Chairman $300/month $200/month $200/month $200/month
Secretary $200/month $150/month $150/month $150/month
Member $200/month $150/month $150/month $150/month
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Public Safety

Total public safety

. Public Safety Functions
related expenditures are

proposed to increase by Fire yarshal

8.47 percent in the Emergeney Services Sherif
recommended FY 2007- e o
08 budget. Included in 8%

this category are new Juvents Fobation

deputies and equipment Juvenle betention

upgrades in the Sheriff’s Medical Earriner
department, the transfer State Fre Control
of costs related to the Contibution
. 1% E.911 Communications
health care of inmates 2% i
housed in the Lee e
County Jail from the
Health department, and
a contract-specified cost increase in the Jail food services. Not recommended in
this budget is a request for an Emergency Management Specialist and a request for

a Fire Inspector/Educator.

The Sheriff has submitted a FY 2007-08 budget request of $3,939,510, an increase of
$661,240 or 20.2 percent. The request includes four (4) new deputies, a Crime Scene
Investigator, equipment necessary to outfit the requested positions, replacement of
outdated handguns, routine replacement of vehicles, and replacement of mobile
data terminals. Recognizing that Lee County’s growth does put additional pressure
on the public safety system, the proposed budget funds two (2) of the requested
deputies and the items necessary to equip those positions. The requested budget
seeks replacement of 16 existing mobile data terminals at a cost of $25,984. The
proposed budget recommends that a rotation schedule for the replacement of
mobile data terminals be established by replacing 8 terminals in FY 2007-08.

Costs of operating the Lee County Jail have increased $239,987 or 15.4 percent.
The substantial reason for the increase is the transfer of the costs related to inmate
health care from the Health department. The overall effect on the budget for this is
zero. On April 16, 2007, the Board of Commissioners, entered into a contract with
Southern Health Partners, Inc. for inmate health care. The annual cost of the
contract is $169,800; however, the County is responsible for hospital charges,
doctors’ costs, and medicines if the costs exceed $50,000 in a year. A reserve has
been built into the Jail’s budget to cover excess cost.
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Economic and Physical Development

Per contractual relationship
with the City of Sanford, it is
proposed that the joint
Planning and Community
Development department’s
budget continue to be
funded by the County. This

Economic/Physical Development Functions

Planning
20%

Conservation

7% peonomie amounts to $324,140 for FY
61% 2007-08; a 44 percent

Extension decrease from the current
2% fiscal year. Cooperative
Extension’s budget is

increasing 9.3 percent or
$17,182 because of the
proposed addition of a Nutrition Program Assistant. Grant funding has been
requested from Smart Start for the nutrition program. If the grant is not awarded, the
position will not be filled. In FY 2005-06 Cooperative Extension requested the full 45
percent County share for an Agricultural Agent that was previously shared with
Harnett County. The adopted budget intended to end this two-county effort in order
for the agent to focus solely on Lee County matters. However, North Carolina State
University (NSCU) did not match the County’s increased effort and the position
remains unfiled. Without the County increasing its contribution or NCSU budgeting
the full 55% (per the current “lock-in” agreement) this position will remain unfilled
indefinitely.

The most financially significant difference in this year’s Economic and Physical
Development budget is the decreased appropriation for previously committed
industrial incentive payments. These $838,040 payments are a decrease of $233,492
from the FY 2006-07 level; the total appropriation is the equivalent of 1.9 cents of the
County tax rate. The incentives are provided to new and expanding industries that
have made a significant investment and employment commitment. The incentive
program is managed by the Lee County Economic Development Corporation. A list
of approved incentive contracts and the anticipated payment amount is provided
below.

Table #5 — Approved Incentive Contracts

Company Jobs Capital Annual | Inc. Exp. Date
Created Investment | Incentive
Challenge Printing 20 $6,000,000 $ 16,855 2013
Lee Brick & Tile 35 $27,000,000 $ 73,369 2012
Pentair >100 $3,000,000 $ 8,105 2010
System Plast 50 $3,800,000 $11,948 2013
Wyeth #2 0 $ 85,000,000 $270,683 2008
Wyeth #3 >25 $152,000,000 $457,080 2010
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Human Services

Human Services budgeted
by the County are
proposed to increase .2

Human Services Functions

COLTs

5%

percent over the FY 2006-
07 budget; a $38,807 Social Senices
increase. Services 67%

budgeted in this category
include Mental Health,
Health, Senior Services,
Social Services and Youth
and Adult Services
departments. The services
that fall under

Senior Senices
5%

Youth & Adult
Senices
3%

Non-progit
agencies
0%

Health
Department
19%

Mental Health
this 19

umbrella are vast and
account for $18,298,730, or
29.2 percent of the total FY 2007-08 recommended General Fund budget.

The 2005-06 fiscal year represented the first of the County’s membership with the
Sandhills Center for the provision of Mental Health, Developmental Disability, and
Substance Abuse (MH/DD/SA) Services. While the County’s obligation to the new
service provider is identical to that of the previous Lee-Harnett MH/DD/SA Authority,
the per capita contribution is significantly higher than that of 75% of the member
counties. For the 2007-08 fiscal year, the Sandhills Center has requested a
contribution of $252,000; the same as the FY 06-07 appropriation. Regardless, and as
the following table illustrates, it can be argued that Lee County citizens pay a
disproportional amount for MH/DD/SA services. The Board of Commissioners may
desire to initiate a conversation with the Sandhills member counties to devise a
more appropriate cost-sharing relationship.

Table #6 — Sandhills Center County General Fundin

County FY 06-07 FY 07-08 Net FY 07-08

Allocation Request Increase Per Capita
Anson $ 55,000 $ 55,000 $ - $ 211
Hoke $ 58,000 $ 58,000 $ - $ 132
Harnett $ 199,679 $ 199,679 $ - $ 1.88
Lee $ 252,000 $ 252,000 $ - $ 452
Montgomery $ 87,675 $ 87,675 $ - $ 3.15
Moore $ 298,107 $ 298,107 $ - $ 3.56
Randolph $ 1,001,565 $ 1,001,565 $ - $ 7.10
Richmond $ 150,000 $ 150,000 $ - $ 3.20
Total $ 2,102,026 $ 2,102,026 $ - $ 3.96
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Medicaid funding is an
ongoing struggle for
North Carolina Counties.
As the following graph
illustrates, Lee County’s
local share of Medicaid
funding has increased by
103 percent over the $2,500
past 10 years. Today it
accounts for $3,079,515 $2,000
or 7.05 cents of the
proposed tax rate. The
desire to relieve counties
from this uncontrollable
expense has increased in $1,000
the current session of the »
North Carolina General "0
Assembly. The session
has seen numerous Bills
surface. House Bill 1424 which has been signed by every member of the House
would permanently cap county Medicaid cost at FY 2005-06 levels. This bill is stalled
in committee as the lawmakers seek adequate revenue to absorb the costs.
However, this plan does not eliminate County participation, which is the primary
goal of the NC Association of County Commissioners. Due to systemic inadequacies
of the State’s revenue statutes, it seems unlikely that any substantial relief will pass
the NC General Assembly. Therefore, this budget does not include any Medicaid
relief appropriations.

Medicaid Spending

$3,500

$3,000

Thousands

Health department expenditures are decreasing $376,109. Approximately $203,000
is related to the transfer of the responsibility for inmate health care back to the Jall
budget. Reductions are also due to one-time grants received in FY 2006-07 for the
purchase of equipment and supplies for Central Carolina Community College’s
dental hygienist program.

Social Services has requested an Income Maintenance Caseworker Il position to be
responsible for case management, intake and processing of private living Adult
Medicaid cases and case maintenance of nursing home cases. The position is
requested to ease some of the burden being carried by the existing staff caused by
the increased number of aged and disabled Medicaid recipients being served. To
prevent adding staff earlier, several measures were taken within the unit itself;
however, it appears that the size of the case loads have finally caught up with their
creativity. The requested position is needed to prevent regularly approved overtime
for this unit. The Child Protective Services unit has reported that it has become
impossible to conduct quality protective service investigations and provide the
services that the families need to keep children safe with the current staffing level.
For the second year, caseloads have exceeded state caseload recommendations.
The workers have time standards to meet on every type of case. An additional
social worker will help prevent delays and ensure that families receive the quality
services needed. This social worker position will be a dual position, Children’s
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Protective Services and Foster Care. Both of the Social Services’ recommended
positions will receive a 50 percent match from state/federal funds. On April 25, 2007,
Social Services was notified that Lee County would be eligible to receive a special
funding allocation for foster care workers, which means additional funds to offset
the cost of the social work position.

An Income Maintenance Caseworker requested for the Food Stamps unit is not
recommended in the FY 2007-2008 budget.

After receiving notification that the Youth and Adult Services division would not
receive a much anticipated $75,000 Runaway Homeless Grant in FY 2006-07, a
business plan was developed to reduce the costs of the division to sustain services
until additional funding could be secured. The business plan calls for the reduction
of the full-time Hillcrest Coordinator position and the full-time staff psychologist
position to part-time status reducing not only salaries but also reducing the County’s
costs related to employee benefits for these positions.

Education

The four (4) expenditure budgets for the Education category are Lee County School
System (LCSS) Current Expense, LCSS Capital, Central Carolina Community College
(CCCC)/Civic Center Current Expense, and CCCC/Civic Center Capital. These four
(4) budgets combined represent 28.4 percent of total General Fund expenditures for
FY 2007-08, which equates to a total Education appropriation of $17,767,460; 15.6
percent greater than the 2006-07 fiscal year budget of $15,371,828. Even though
not at the requested level, increases proposed for education spending are higher
than any other functional area of County responsibility.

The Lee County Board of Education’s submitted budget represents a $15,812,324
funding request, $14,949,260 for current expense and $3,051,769 for capital outlay.
The current expense budget request is $2,283,093 higher than last fiscal year (an 18%
increase). Included is $1,003,140 for continuation items, and $1,279,953 is for
“expansion” items that represent the initiation of new service levels or increased
employee benefits. This budget recommends an appropriation of $13,569,437 for
LCSS Current Expense, an increase of $903,270 or 7.1 percent. LCSS’ capital outlay
request totaled $3,081,769 for FY 2007-08. Included in the requests are several
projects to begin the renovations at Lee County High School and to update the
school system’s information technology. As explained in the transmittal letter, by
using NC Lottery proceeds, Public School Building Capital fund monies and a 4
percent increase in county appropriation for capital outlay, $2,242,887 of the
school’s request will be funded pending approval of projects by the Department of
Public Instruction.

While not funding the LCSS at the requested level, the net total education
appropriations in this proposed budget are the equivalent of 32.9 cents of the tax
rate levy. The following graph below illustrates the County’s current expense and
capital outlay funding history.
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Lee County School System
Funding for Current Expense and Capital Outlay
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Central Carolina Community College also proposed a significant increase to their
current expense funding for FY 2007-08, $284,558 or 16 percent. An increase of
$71,092 or 4 percent is recommended. The Community College’s request includes
an increase of $2,761 in the funding for the Dennis A. Wicker Civic Center. This
requested increase is not included in the proposed budget for the General Fund,;
however, the requested increase is recommended from the Room Occupancy Tax
Fund. CCCC’s capital request includes funding of $410,000 for two projects
proposed for FY 2007-08 in the County’s Capital Improvements Program, as well as,
$51,000 for maintenance equipment. Funding is not recommended in FY 2007-08 for
the $300,000 parking lot addition or the $110,000 truck entrance at the Civic Center.
For illustration purposes, following is a history of current expense funding for CCCC.
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Central Carolina Community College Funding
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Cultural and Recreational

Very few changes are proposed in the Cultural and Recreational category of
General Fund appropriations for FY 2007-08. It is recommended that several capital
outlay purchases be authorized in the Recreation department, as well as, facility
development projects that include work on the streams and bridges at Buchanan
Park and engineering and planning for San-Lee Dam repairs. Recreation is working
with Environmental Impact RC&D to secure grant funding from the Clean Water
Management Trust Fund for the work at Buchanan Park. Not funded in the
Recreation department is a request for an Assistant Park Operations Manager
position for San-Lee Park. It should be noted that this department, like many others,
is increasing its workload without the addition of nheeded staff.

The Library, Temple Theater, and Arts Council recommended appropriations reflect
no significant change over FY 2006-07 funding levels even though the Temple
Theater did request an increase in County funding.

Debt Service

This proposed budget includes debt service for the County’s $28,355,000 debt issued
in 2006 for the new middle school, Floyd Knight addition, CCCC renovations and
repairs, Civic Center roof replacement and Tramway Road Park, as well as,
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outstanding debt on six elementary schools, Southern Lee High School, additions
and renovations to Lee Senior High School, and other County government facilities.
Following is a graph that illustrates the County’s total debt service expenditures over
the past ten (10) years. Please note that of the County’s total debt payment for the
coming fiscal year, $5,074,672, or 69.5 percent, is for Lee County School System
facility construction. Funding for FY 2007-08 debt service payments includes
$440,629 from the Capital Reserve Fund based on the County’s capital funding
plan.

Debt Service Expenditures
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Emergency and Contingency

The County maintains an emergency and contingency account to budget for
unexpected yet reasonable changes in the operation costs of governmental
operations. This year’s Miscellaneous Expense budget includes two (2) unusual items
that deserve mention. The first is a $246,631 appropriation for workers’
compensation insurance contingency. These funds are budgeted to cover the
projected 43 percent increase in said insurance.

The other noteworthy item in the Miscellaneous Expense budget is a $626,000
contribution to the General Fund Capital Reserve account in accordance with the
Board’s adopted financial policies to annually fund said reserve by the equivalent of
one (1) percent of General Fund expenditures. The adoption and adherence to this
goal is a wise decision that will ultimately reduce the Board’s reliance on fund
balance to pay for capital acquisitions. It is hoped that as the County’s financial
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condition improves, this goal will be increased to more adequately fund the capital
projects of the government.

A complete accounting of all Emergency and Contingency appropriations is
provided in the following table.

Table #7 — Miscellaneous Expense Account Expenditures

Amount Purpose

$ 40,000 Unemployment insurance contingency

$246,631 Workers’ compensation insurance contingency

$ 55,000 Property and Liability insurance contingency
$100,000 General contingency

$626,000 Capital Reserve Fund transfer (per Financial Policy)

ROOM OCCUPANCY TAX FUND

The revenues from this fund are derived from a 3% surcharge placed on hotel/motel
rooms within Lee County and are dedicated to the operation and capital
improvements of the Dennis A. Wicker Civic Center. An appropriation of $168,751
funds the requested increase of $4,637 from this fund, as well as, the $2,761 asked for
from the General Fund.

SPECIAL REVENUES SCHOOLS FUND

The restricted portions of Articles 40 and 42 sales tax proceeds are deposited in this
fund as required by State law. Also, the proceeds from the Public School Building
Capital Fund (ADM) and the NC Lottery are deposited in this fund for accounting
purposes. A three (3) percent increase in sales tax collections is projected, $247,770.

An increase of $87,700 is projected in the Public School Building Capital fund. The
use of $1,441,499 in NC Lottery proceeds is included in this fund. These funds are
transferred to the general fund to service school related debt and capital outlay
items.

CAPITAL RESERVE FUND

An appropriation of $440,629 is recommended in this fund for the 2007-08 fiscal years
to cover debt service costs in the General Fund. A contribution of $626,000 is
recommended to come from the General Fund in accordance with the Board’s
financial policies.
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EMERGENCY TELEPHONE SYSTEM FUND

The Board established this fund during the 1996-97 fiscal year to account for the E-
911 surcharge revenues collected by Windstream. An appropriation of $343,424 is
being transferred to the City of Sanford to compensate them for leasing equipment
and paying other qualified costs for the E-911 Communications Center located in
the basement of City Hall. The balance of the funds will be transferred to the
County’s General Fund to pay for qualified E-911 cost at the Sheriff’s Dispatch
Center, which is located at the Courthouse and in the Strategic Services
department. The total appropriation from this fund is $357,134.

AIRPORT TAX RESERVE FUND

On February 20, 2003, the Board of Commissioners approved a funding agreement
for the Sanford-Lee County Regional Airport Authority. The agreement establishes a
reserve fund based on the amount of property tax collected on personnel property
located at the airport during each fiscal year. The first priority in the use of the
collected funds will be for the operation and maintenance of the airport and airport
capital projects. Excess funds may be used for public purposes that benefit both
the city and county.

The Airport Authority has requested $54,997 for FY 2007-08. This is a decrease of
$104,301. The total request can be met with current year tax revenues.

WATER DEBT SERVICE FUND

This fund was established in FY 2005-06 to accept contributions from the City of
Sanford to offset the remaining debt that Lee County Water & Sewer District #1
holds on the water system that was transferred to the City of Sanford in March 2005.

FIRE DISTRICTS FUNDS

With the establishment of the Lee County Fire Advisory Board (FAB), this proposed
budget does not include recommendations for the volunteer fire department
budget requests. The FAB is considering the FY 2007-08 funding levels for each of the
fire districts and will present their recommendation to the Board of Commissioners by
June 1, 2007.
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SOLID WASTE FUND

The purpose of this fund is to account for revenues and expenditures in the Solid
Waste enterprise budget. Total projected revenues for the fund are $1,343,590 a 5.8
percent increase from the current fiscal year. The primary reason for the increase is
proposed rate increase detailed below. Fee adjustments are necessary due to an
anticipated 3 percent increase in tipping fees, escalating fuel costs and increased
maintenance costs.

Table #8 — Solid Waste Fees

FEE CURRENT RATE PROPOSED RATE DIFFERENCE
(1) Disposal fee $38.50 $40.00 $1.50
(2) Collection fee $38.50 $40.00 $1.50
Total $77.00 $80.00 $3.00

Other revenues that make up this fund include construction and demolition tipping
fees ($30.75 per ton), a $0.75 per ton increase. Other revenues include State grants
for tire and white goods disposal and recycling revenues.

Expenditures in this fund are designated in two categories, waste disposal
operations and waste collection operations. The cost of waste collection operations
is increasing $68,896 in FY 2007-08. The increase is due to additional recycling efforts,
fuel cost increases, and employee benefit cost adjustments.

Page 28



	1-2007-2008 Adopted DocumentCombined File(1-165)  11.pdf
	1-2007-2008 Adopted DocumentCombined File(1-165)  12.pdf
	1-2007-2008 Adopted DocumentCombined File(1-165)  13.pdf
	1-2007-2008 Adopted DocumentCombined File(1-165)  14.pdf
	1-2007-2008 Adopted DocumentCombined File(1-165)  15.pdf
	1-2007-2008 Adopted DocumentCombined File(1-165)  16.pdf
	1-2007-2008 Adopted DocumentCombined File(1-165)  17.pdf
	1-2007-2008 Adopted DocumentCombined File(1-165)  18.pdf
	1-2007-2008 Adopted DocumentCombined File(1-165)  19.pdf
	1-2007-2008 Adopted DocumentCombined File(1-165)  20.pdf
	1-2007-2008 Adopted DocumentCombined File(1-165)  21.pdf
	1-2007-2008 Adopted DocumentCombined File(1-165)  22.pdf
	1-2007-2008 Adopted DocumentCombined File(1-165)  23.pdf
	1-2007-2008 Adopted DocumentCombined File(1-165)  24.pdf
	1-2007-2008 Adopted DocumentCombined File(1-165)  25.pdf
	1-2007-2008 Adopted DocumentCombined File(1-165)  26.pdf
	1-2007-2008 Adopted DocumentCombined File(1-165)  27.pdf
	1-2007-2008 Adopted DocumentCombined File(1-165)  28.pdf
	1-2007-2008 Adopted DocumentCombined File(1-165)  29.pdf
	1-2007-2008 Adopted DocumentCombined File(1-165)  30.pdf



