May 17, 2007
Guilford County Board of Commissioners

The Honorable Paul Gibson, Chairman
The Honorable Melvin (Skip) Alston, Vice Chairman
The Honorable Steve Arnold

The Honorable Kay Cashion

The Honorable Carolyn Q. Coleman
The Honorable Bruce E. Davis

The Honorable John Parks

The Honorable Kirk Perkins

The Honorable Linda O. Shaw

The Honorable Mike Winstead, Jr.

The Honorable Billy Yow

Mr. Chairman and Members of the Board:

In accordance with the General Statutes of Northol®e, | hereby submit for your
consideration the proposed FY 2007-2008 budgeGhoitford County Government. A
copy of this recommended budget has been filed with Clerk to the Board and is
available for public inspection

The budget is balanced an

prepared under the guideline I

of the Local Governmeni GH!II(?!EIASSH“Qty

Budget and Fiscal Control Act.

Although this budget does nc maximizing our potential
fully fund the many agency
requests for next year, | belie
that this document s
responsible and includes func .
to implement several new eI
initiatives undertaken by ﬁ?
Board.

2007 — 2008
Guilford County Government Recommended Budget
has been progressive over the
past several years in funding education, publicetgafand human services while
improving programs and facilities for the citizens.



With Board support, in March 2007, the County cosbgdl the renovation of the Guilford
County Independence Center, providing our customélis a consolidated location for

Facility Improvements

As a Board, you have worked closely wif
economic development officials at every level
increase job opportunities for our citizens. As
result of your proactive decisions, a number
business developments including Centre Po
HondaJet, and Polo.com were announc
further positioning Guilford County for future

economic growth.

Guilford County's

The Strategic Alliance: Building Tomorrow, Today
Project Overview

scheduled next week.

conducting business with the Planning,

Geographic  Information  Services,
Environmental Health, and Tax
departments. Also, the County will

begin renovations later this year to the
Greensboro  Courthouse providing
additional space for the growing court
system. Additionally, the Board
identified funding for a new Social
Services building in High Point and a
new Emergency Medical Services base
in northwest Guilford County.

Investing in the Community

* HondaJet

¢ Polo.com

¢ FedEx

* RF Micro

« CitiCard

¢ Thomas Built Buses

« Southern Film Extruders

« Transportation Systems Solutions
« Lodging by Charter

« Centre Point

« First Horizon Park

« International Civil Rights Center & Museum
« Downtown Revitalization

« High Point Market

¢ “Tournament Town”

Following the direction given at the
Board’s January 2007 retreat at Elon
School of Law, the Board of
Commissioners initiated the first
comprehensive strategic plan for
Guilford County Government. The
Strategic Alliance, a business plan,
will provide a vision for the County’'s
future by assessing the needs of the
community, setting goals, and
managing for results. Six community
forums have been held to receive
citizen input and two more forums are



All of these initiatives enhance the quality okliin Guilford County. This budget will
continue that progress.

The highlights of the recommended budget for fiscajear 2008:

Provides additional funding to the Guilford Cour@ghools, Guilford Technical
Community College, Human Services, and Public $a&gencies.

Includes additional funding for school and coungptservice.

Includes funding for Board priorities such as tsvrcounty-operated substance
abuse treatment facility on West Wendover Avenue.

Includes funding for other Board priorities to reduhe jail population such as
electronic house arrest and community-based inviéiat

Increases the County appropriation for county-wildery services.

Provides funding for Board-approved economic ineestfor the creation of new
job opportunities.

And, continues the upgrade of computer technologyndrease the efficiency of
County departments.

| would like to thank the staff in the Office of Bget and Management for their
commitment in the preparation of this documentould also like to thank the Guilford
County department and agency directors and thaiifssfor their assistance in the
formulation of this budget.

FY 2007-2008 Recommended General Fund Budget

$561,724,958
BUDGET OVERVIEW

ALL SOURCES OF FUNDS

The total FY 07-08 genera

fund budget for Guilford

County Government Al Other Senices
recommends an outlay o $73.1 million
$561,724,958, a $41 million (0 o
7.9%) increase over the budg:

adopted for FY 06-07.

Education
$225.5 million
(40%)

Public Safety

$80.9 million
Human Services

Considering all sources o (14%) v

revenue available to the e

County, which include federa

and state funds and departme

generated revenues, the

appropriation for Education and school-related debtabout 40% of the total
recommended budget. This 40% appropriation forcatian is funded almost entirely
from locally generated funds, such as the proptrtyand sales tax. The next largest



expenditures are for Humal
Services (32%) and Publi
Safety (14%). Together
services in these three progra

FY 2007-2008 Recommended General Fund Budget

$561,724,958

COUNTY FUNDS ONLY

areas comprise 86% of th
entire Guilford County budget.

All Other Services
$58.5 million

When you consider only (14%)
county revenues, the
recommended appropriation fc
Education requires 51% of th
Public Safety

available local funds. 65.1 million
(15%)

Education
$219.5 million
(51%)

Human Services
$84.7 million
(20%)

EXPENDITURES
Education

Guilford County Schools
One of the primary factors in maintaining a highalijy of life and attracting new
business and industry is an outstanding public @ctystem.

The Board of Education has request
$172.3 million in operating funds nex
year -- an increase of $15.7 million, ¢
about, 10%, over the current budget. T
recommended budget appropriates
additional $11 million to the operatin
budget of the Guilford County Schoc
System for a total of $167.7 million.

Education

The recommended amount include

legislative salary increases for locall

funded teachers, principals, and classifi

employees; related personnel cos

increases in energy costs associated with

the addition of nearly 780,000 square feet of sppigected enroliment growth of 1,833
students; and funding for the modular village leatsEastern Guilford High School while
a new facility is being constructed.

The recommended budget maintains school capitalifignat its current level of $7
million, $3 million below the Board of Education’squest. | recommend that the Board
of Commissioners and Board of Education utilizeaamount not to exceed $3 million
from the FY 2007 lottery funds held at the stateeleon Guilford County’s behalf to
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Millions

supplement the

county's capital County Funding of School
outlay for FY 2008 Operating Budget
bringing them to their

full requested

amount. S0

$160

$150

Funding for the

schools also includes
an additional $8.9
million  for  debt $120
service associated
with the full issuance
of the 2003 voter-
approved school $90 1
bonds. The proposed

budget recommends

the wuse of $6.0

million of FYs 07 and 08 lottery proceeds to off$e¢ cost of this debt service. The
remaining lottery funds would be reserved to supfiee Board of Commissioners’ final

funding decision for Eastern Guilford High Schontahe remaining 2003 bond projects.
Use of lottery funds for both capital outlay aneéywous bond debt will require a new
policy decision by the Board of Commissioners.

$140

Millions
©“
s
w
o

$110

$100 -

FY00 FYO1 FY02 FY03 FY04 FY05 FY06 FY07 FY08

) | would like to discuss the
School Debt Service history ~ of  school
construction in Guilford
County. While other
counties have approved
$35 school bonds periodically
over the last several
decades, Guilford County
$25 began addressing its most
$20 pressing capital needs in
2000. Guilford County
ranks fourth among the
$10 large counties in North
Carolina in the total bond
dollars passed since 1960.
- FY00 FY01 FY02 FYO03 FYo04 FY05 FY06 FY07 FY08 Prior tO 2000’ GUI|f0rd
had approved only $75
million compared to $186
million in Forsyth, $685
million in Wake, and $1.1 billion in Mecklenburg eévthe same 40 year period (1960-
2000). Since 2000, Guilford has passed $500 millidn 2006, Forsyth passed $250
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General Obligation Bonds for Schools

Larger Counties

3,000,000,000 4
2,500,000,000
2,000,000,000 $1,601,330,000

1,500,000,000

1,000,000,000 4

$575,000,000 $586,300,000

500,000,000 4

04
Guilford Forsyth

Mecklenburg Wake

Guilford Technical Community College
Guilford Technical Community College
continues to be a leader in the Natior
and State Community College Syster
in  providing quality occupational
training to students. GTCC has add
considerable classroom facilities. Tt
recommended budget includes funds 1
the operating costs to support ¢
additional 165,000 square feet ¢
instructional space. These new faciliti¢
will support the growing aviation anc
transportation industries in the regic
and the continued growth of the Colleg:

Human Services

$2,604,918,000 WO00's

million and Wake approved
an additional $970 million.
The Board of Education has
indicated it is considering
an additional bond
referendum as early as
November 2007. Funding
S related to any future school
bond referendum will be
addressed in future budgets.

H80's
There will be an
W70s opportunity  during an
upcoming work session to
60's discuss these matters in
greater detail with the
members of the Board of
Education.

Guilford Technical Community College

This budget provides $84.1 million in County funids the various Human Services
Departments, an increase of $5.5 million from thmant approved for FY 06-07.



Mental Health

State Mental Health Reform
legislation has resulted in Substance Abuse Facility
tremendous change to The
Guilford Center. Last year
over 130 positions were
eliminated to comply with
new state regulations
requiring  public  mental
health agencies to transfer the
provision of certain services
to private providers by the
end of December 2006.
Despite these challenges, the
department and its staff

continue to provide
exceptional service to the
community.

As part of a new Guilford County Substance Abuset&y of Excellence, the budget
includes $2.5 million for the creation of a compebkive substance abuse program on
West Wendover Avenue. The new service is expectedart in October 2007 and will
provide a vastly improved system of care for sulstaabuse treatment in Guilford
County.

Social Services and Public Assistance Mandates

The County’s share of mandated public assistanograms for Medicaid and Special
Assistance to Adults will

increase in FY 2008 b .. .

$1.2 million to 3;24,6y Medicaid Expenditures

million. Since FY 2000,
the county’s cost for these $21.05 milion
programs has risen 67% e /
At this time, the North /

Carolina House of st

Representative’s  budge // o0 o
proposal includes $10( 2 == s s
milion  in  statewide ///

Medicaid  relief  for o /

Millions

counties. Guilford o
County’s share of this
proposal would be s10

FY 99-00 FY 00-01 FY 01-02 FY 02-03 FY 03-04 FY 04-05 FY 05-06 FY 06-07 est FY 07-08 est

approximately $2 million
dollars. The outcome of
State budget deliberations
may not be known until after the start of our flsgaar. Therefore, the recommended
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budget for Medicaid does not include any Stateefeli Should a permanent State
Medicaid cap be approved prior to the adoptionhef ¢ounty budget, the Board could
consider utilizing this $2 million in Medicaid refito provide additional positions for the
Sheriff's office and administrative departmentsirtcrease the County’s appropriation to
the school system, or to reduce the proposed profzer rate.

Public Health

Included in this budget are expenses for a newatleslinic to be operated by the

Department of Public Health and Guilford Adult Hbal These agencies will seek
funding from private foundations for the clinic asdpplemental funds may be required
from the county in the future.

Child Support Enforcement

As discussed in my May 11, 2007 Manager’'s Updatetam provisions of the Deficit
Reduction Act (DRA) of 2005 will impact Child Suppaevenues in FY 2008. Because
counties will no longer be able to use federal grenfince incentive funds as the local
match for the program, an additional $450,000 imntp funds is included in the
recommended budget to address this policy changienamtain current service levels.

Public Safety

County funding for departments within this categbas increased $4.3 million over FY
06-07. Guilford County is recognized nationally fbaving public safety agencies
capable of responding to all types of emergencislford County works closely with
our local municipal counterparts to provide a cawated response system. In addition,
Guilford County relies heavily on volunteers farefiservice in the unincorporated areas.
These volunteers contribute many hours to senhieg fellow citizens.

The budget includes additional funding for the dgisnshare of Guilford Metro 911
(GM 911). Based on GM

911 records, the county’'s .

share of program expenses Public Safety

will increase from 28% in FY

2007 to 29% in FY 2008.

Funds are also included for
the replacement of several
ambulances and  Sheriff
vehicles in accordance with
the county’s fleet
replacement schedule.

The budget includes full-year
funding for Mental Health
Courts in Greensboro and
High Point and additional



staff for pre-trial services as approved by the rBom February 2007. The budget
supports $300,000 in funding for the Jail Populati®keduction Committee’s
recommendations for the initiation of an electrohmuse arrest program in Guilford
County and $300,000 in funding to contract with cammity-based agencies to help
reduce the jail’s pre-trial population.

It is important to note that this budget does metude funding for any of the 114 new
positions requested by the Sheriff to support curoperations. Although this budget
does not provide any funding for the constructiba mew detention facility, the Board
voted to continue design work. Discussions betwbenBoard of Commissioners and
the Sheriff must continue to determine the bestrsmwf action for the staffing and
funding of the new detention facility. These dissions should include interim
initiatives such as improvements to the Prison Farm

Significant residential growth continues in thengarporated areas of Guilford County.
This growth places a strain on personnel, both pamd volunteer, in promptly
responding to emergencies. In 2007, the Boardoapprfunding for a new EMS base in
the northwest Guilford area. Additional bases Wwdlneeded in other areas as the county
continues to grow.

New Detention Center Proposal

The valuation and tax rates for each of the 21dervice districts are enclosed for your
review. As you will see McLeansville and Pleas@&atrden fire districts are requesting
an increase in their tax rates.



Community Development, Culture, Parks

FY 2008 will be the first full year of operatingmense for the new Northeast Park. As a
result, the recommende’

budget includes ar

additional $670,000 to Parks

support the new park, a
well as the continued
operation of the other
county parks. Pursuant t
the Board’'s agreemen
with  Greensboro to
increase library funding
to compensate for non
municipal users, the
recommended budget fo
the county’s allocation to
the public libraries in
Greensboro, High Point

Northeast Park BurMil Park

Triad Park Lake Mackintosh

Jamestown, anc
Gibsonville totals $2.7
million.

Community Based Organizations

In addition to the $1.4 million in funding for cotynpartners, this budget provides
appropriations of $1.5 million for funding of comnity based organizations. This is the
same level of funding as FY 06-

07. The CBO committee is

currently reviewing program .

applications for next year an Economic Development

will present its recommendatiol

to the full board later this montt

or early June.

Economic Development

Jobs for the citizens of Guilforc
County have been a priority o
this Board for several years
Guilford County Government ha:
provided incentives for a numbe
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of industries to locate or expand in the area. lBezemmended budget continues funding
for our allied agencies that work in the area afremic development. Their work is
critical as our economy transitions for the futur&here is also an appropriation for
incentives payable in the coming year to industitie$ meet their contractual obligations
regarding job creation.

General Government

Since 1993, Guilford County has implemented a perémce-based pay system. This
system enables department leaders to provide sat@ngases to staff based upon
employee evaluations. Funding is provided withiis thudget to continue this system.
This budget contains no provision for a cost ohigvadjustment.

Departments of county government requested 128 pesitions. Due to funding

constraints, no new positions are included in budget. Although the need exists for
additional staff in several departments, abserte3#edicaid relief, the modest growth in
projected revenues is not sufficient to support rpsitions. A complete list of the

requested positions is included for your informatio

The County's cost for employee health insurancesXpected to increase by $1.65
million, or about eight percent. A similar increas proposed for the employees’ share
of health insurance costs.

County Facilities The  budget includes
maintenance and operational

costs, including utilities, for

Guilford County’s 72 buildings

(excluding schools) containing
nearly 2 million square feet.

The budget also supports the
operation of a fleet of 600

County vehicles that are
affected by rising fuel prices.

Another issue that must be

considered is the new

Governmental Accounting

Standards Board (GASB)
reporting requirement for Other Post Employment@&igsn (OPEB). The new reporting
standard requires the County to report, for finahstatement purposes, an unfunded
liability equal to the projection of the retireentedits, approximately $280 million. While
the new standard does not require the county td flis liability, it requires disclosure in
the financial statements available to investors ratihg agencies. Several options exist
for addressing this issue, which will be discusdedng an upcoming work session
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Capital Improvement Plan

The recommended Capital Improvement Plan (CIPuges $5.5 million of new funds
for four County projects. The largest recommendgpenditure ($2.4 million) is for a
replacement tax system. The other projects inciienillion for the new City-County
Water Sewer agreement, $400,000 for the Countysesbf Triad Park construction
expenses, and $700,000 for upgrading technologygfmrout the County departments.

REVENUES

Property Tax
The Tax Director estimate:
the new tax base at $42.

billion, an increase of
approximately 2%. This
growth will generate an
additional $6.9 million in

property tax revenues A
shown on the slide, the las
countywide revaluation of
property occurred in 2004
where you see the dramati
growth in the tax base.

2003-2006

2003-2004 Total
Taxable Real
Estate ($)

Percentage Change in Tax Base

25% 1

20%

15% A

10% A

5%

0%

5% 4

FY 99-00 through FY 07-08

23.14%

>

5.56%
L 2

4.09% 4.41%

178%

2.55%

5.98%
'S 2.00%

ry L3

-179%

99-00 00-01 01-02

02-03

0 3’0 4

04-05

(reval)

05-06

06-07 07-08

2005-2006 Total
Taxable Real
Estate ($)

County (Equalized Values) (Equalized Values)

Mecklenburg 57,373,556,618 72,684,363,201
Wake 59,191,432,613 66,893,840,285
Forsyth 20,166,745,083 22,750,577,790

Durham

Guilford

Mean

16,621,838,199

30,389,467,535

36,748,608,010

18,248,911,245

33,092,890,289

42,734,116,562

NC Counties Ranked by Tax Base Growth

Relative Change

2003/4-5/6 (%)

26.7
13
12.8
9.8
8.9

14.2
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According to a report released
last week by UNCG Professor,
Keith Debbage,
County’s tax base growth lagged

Dr.

behind

the

counties

Mecklenburg, Wake,
and Durham during the period

Guilford

of
Forsyth,

2003-2006.

With a higher

growth in tax base, these counties

are better able to

absorb

increases in county expenditures
in the areas of Education, Public

Safety,

and Human Services.

Our goal for Guilford County is

to strengthen our public-private

partnerships to achieve a similar

pattern of growth in the future.



Sales Tax

The revenue derived fron
local sales tax is
estimated to increase b
$2.5 million or 3%.
While retail sales growth
has improved in recen
years, it is important to
note that sustained higl
prices for gasoline anc
other goods could affec
consumer spending. Tht

Sales Tax Receipts

Millions

FY 99-00 Through FY 07-08

$150

$140

$130

$120

$110

<®

$100 @

large increase seen i *
fiscal year 02-03 is a
result of the sales ta
increasing from 2 cents tc
2.5 cents.

FY 00-01 FY 01-02 FY 02-03 FY 03-04 FY 04-05 FY 05-06 FY 06-07 Est ~ FY 07-08 Est

County Sales Tax Rate Changed from 2% to 2 1/2% during FY 02-03 .

Fund Balance

$24.7 million from the county fund balance was appiated in FY 2006-2007 to balance
the budget. Over the last several years, the gduas increased its use of this savings
account to pay for operations. The Local Governn@ymmission requires counties to
maintain a minimum of 8% in reserve. Based onnests provided by the Finance
Department, this budget includes an appropriatibr$22.5 million of fund balance,
which leaves 8.05% in reserve. Use of these fuvitideave a $2.2 million deficit that
must be derived from other sources.

Other Revenues

Department revenues, such as fees
for services are expected to
increase by approximately $2.8
million. This increase, however, is
fully offset by a $3.7 million
reduction in anticipated interest
earnings as estimated by the
Finance Department.

County Revenue Growth

The recommended budget includes
the use of $6 million in lottery # $ % & (
proceeds, $2 million from FY 2007 ) & (
collections and $4 million from
anticipated collections for FY
2008. These funds will be used to
pay some of the debt service on
prior school bonds. While
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additional lottery funds may be available next yetars recommended that any lottery
funds above the $4 million be retained to fund ¢benxmitment made by the Board of
Commissioners for the construction of the new East@uilford High School and
remaining bond projects.

SUMMARY
The recommended budget for FY 2008 recommends @efsotax rate of 73.06 cents —
an increase of 6.91 cents. To fully fund all redsiea tax rate increase of over 13 cents

would be required.

The following table illustrates the compositiontbé recommended rate:

Changes in County Funds County$  TaxRate
Education (millions)
Guilford County Schools — Operating $11.0 2.64
Guilford County Schools — Capital -
Guilford Technical CC — Operating 1.2 0.30
Education Debt Service 8.9 2.13
Less Lottery Proceeds (6.0) (2.44)
15.1 3.63 3.63
Human Services
Substance Abuse Facility on Wendover 2.0 0.48
Public Assistance Mandates 12 0.28
Reduction in Child Support Revenues 04 0.11
3.6 0.87 4.50

Public Safety
Jail Population Reduction Initiatives:

Electronic House Arrest 0.3 0.07
Community Agencies 0.3 0.7
Mental Health Court and Pre-Trial Staff 0.1 0.03
0.7 0.17 4.67
Community & Economic Development
Additional Economic Incentives Contracts 0.4 0.10
Northeast Park — full year operation 0.4 0.10
Additional Library Funding 0.4 0.10
1.2 0.30 4.97
Other
Other Debt Service/Capital 4.3 1.03 6.00
Net Change for all other County Departments 7.4 1.77 7 .77
LESS: Increase in General Revenues (3.6) (0.86) 6.91
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As you can see 3.63 cents, which is more thandidtie total recommended increase in
the tax rate, is for education. Just under 1 eelhtbe needed to fund increases in the
area of Human Services. Nearly one-fifth of onetae for the various jail population
reduction initiatives. 3/10 of one cent is for tidigations in the area of Community and
Economic Development. One cent of the recommertdedncrease will go towards
funding of county related debt for parks and otheunty facilities. And finally, I
commend our department directors for submittingseovative budgets that collectively
hold increases in the other 24 county departmeritsss than two cents.

At the Board’s retreat last fall, staff projectdt a tax rate increase of approximately 9
cents would be required to balance the FY 2008 &éudd=fforts have been made to
reduce this projected tax increase, while at themesdime, fulfilling the Board’s
commitments and new initiatives.

Guilford County, like all urban counties across #tate, must address a fundamental
imbalance that exists between expenditures an@mtlyrauthorized sources of revenues.
While county staff work to reduce expenditures wehpossible, the cost of providing
services and facilities in our county continues autpace the growth in available
revenues, particularly the property tax.

| urge the Board of Commissioners and other comtyueiaders, in your collective
wisdom, to explore alternative revenue sourcedléviate the pressure on the property
tax. Among the options is a bill introduced thisay that would permit all counties to
levy a one percent transfer tax, as seven coumtiesnow authorized to do. It is
estimated that this tax would generate an amounalep 9.5 cents on the tax rate.
Another option is an additional one percent saasthat, if approved at the state level,
would generate the equivalent of 8.5 cents ondhedte.

The goal of Guilford County Government is to maxambpur potential. The Department
Directors are committed to being a State and Natiteader in providing exceptional
services that are accessible, responsive, and @iatde to the citizens.

| thank each of you for your consideration of tmegmsal and welcome any changes the
Board deems appropriate.
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The following schedule is provided for your consaten of the budget document:

Budget Meetings Schedule

Date Time Location Topic
May 24 (Thursday) 4:00 PM Blue Room Education
Review of Debt Service
May 31 (Thursday) 4:00 PM Blue Room Human Services & Public Safety
June 7 (Thursday) 4:00 PM Blue Room Questions from Board on other budgets
Review of Major Revenues
5:30 PM Commissioners' Meeting Room  Public Hearing
June 12 (Tuesday) 4:00 PM Blue Room CBO Committee Recommendations
Jail Population Reduction Committee Recommendations
New Initiatives: Substance Abuse
New Initiatives: New Dental Clinic
June 14 (Thursday) 4:00 PM Blue Room Other Discussion, if needed
June 21 (Thursday) 5:30 PM Commissioners' Meeting Room  Adopt Budget

| encourage each of you to participate during gheoming work sessions as together we
determine the right balance to move Guilford Couotyard in 2008 and beyond.

Respectfully submitted,

W. David McNeill, Jr.

County Manager
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