PERSON COUNTY BOARD OF COMMISSIONERS JANUARY 20, 2015

MEMBERS PRESENT OTHERS PRESENT
Kyle W. Puryear Heidi York, County Manager
David Newell, Sr.

B. Ray Jeffers Brenda B. Reaves, Clerk to the Board

Jimmy B. Clayton
Tracey L. Kendrick

The Board of Commissioners for the County of Person, North Carolina, met in regular
session on Monday, January 20, 2015 at 9:00 am in the Kirby Theatre located at 213 N. Main Street,
Roxboro for the purpose to hold a Board Retreat focusing on the Fiscal Year 2015-2016 Budget.

Chairman Puryear called the meeting to order and welcomed the group to the annual Board
retreat noting the retreat provides an opportunity to give direction to the County Manager for the
upcoming recommended budget.

DISCUSSION/ADJUSTMENT/APPROVAL OF AGENDA:

Chairman Puryear stated the Sheriff has requested the Board to consider an item for a
Governor Crime Commission Grant for 2015-2016 to be added to the end of the Retreat Agenda.
Chairman Puryear noted his desire to recess the Board retreat at approximately 11:15 am to allow
him and any Board members interested in attending the Chamber of Commerce’s ribbon cutting at
11:30 am.

A motion was made by Commissioner Kendrick and carried 5-0 to approve the agenda
with the adjustments recommended by Chairman Puryear.

County Manager, Heidi York told the Board the retreat is a time for staff to share relevant
information related to fiscal projections locally, state-wide and nationally. Ms. York asked the
Board to participate and feel free to ask questions in an informal manner throughout the day.

STATE LEGISLATIVE UPDATE:

County Manager, Heidi York introduced the first speaker on the retreat agenda. Ms. York
stated Ms. Rebecca Troutman is in her 24th year with the North Carolina Association of County
Commissioners, a nonprofit advocacy organization of all 100 counties. Ms. Troutman serves as
Intergovernmental Relations Director and is a registered lobbyist with the North Carolina General
Assembly. She represents county interests on issues related to human services, personnel and
retirement, state/county budgets, and tax and finance and is responsible for analyzing tax, finance,
and expenditure impacts of proposed legislation and administrative changes on county
governments. Key legislative accomplishments include the County Medicaid Relief Swap of 2007,
that ended county participation in Medicaid services costs, and the 2012 Health and Human
Services Consolidation, authorizing all counties to consider restructuring health and human
services delivery.

Ms. Troutman, Intergovernmental Relations Director for the NC Association of County
Commissioners gave the Board a member benefits brochure for Person County, introduced Mr.

Hugh Johnson, Government Relations Coordinator and presented the following State Legislative
Update:
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Person County

Statewide Issues & Impacts to
County Budgets
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REBECCA TROUTMAN
NCACC IGR DIRECTOR

NCACC—Who We Are

100 counties strong

Focus on advocacy, county services, education, & research

Sponsor debt set off (5224 M to counties & cities) & EMS
Medicaid Enhancement ($258 M for counties)

Offer county-centric risk management services
Expanding research
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Jan-15

Dission Today

* State revenue collections?
— State of the State, US, Counties
* Tax reform 2.0?
— Issues to watch
* State budget priorities?
— Issues to watch
* Medicaid expansion/reform?

* Good news for local government pension
funding

State of the State
(Barry Boardman)

¢ 2013-14 = 5450 million shortfall
— Personal Income tax collections the key reason
* 2014-15 ytd Dec. = General Fund revenue $199
million under target
* 2% under target & 4.7% down year to year
— Sales Tax collections were $78 million above target
* 6.4% baseline growth v. 14.1% total year to year
— Personal Income collections were down $247 million
— Total Tax revenue down $175 million
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Jan-15
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@ Sales Taxes Improving....but

Quarterly Sales Tax Collections

2013-14 growth = 4.6%
* Refunds 9.7% growth

/i
om0 rnu EIREY

Per Caplita, Quarterly Sales Tax Collections (baseline)

Local dist. growth ytd = 13.9%
* Refunds $25 million behind
* Shows tax base growth

* Shows economic growth

——Linear (

‘ounties if
! ! ! u @) OneSiate

" State of the State
Conclusions

* Current year revenue collections down 1.3 % thru 1t Qtr

* 15t Qtr provided mixed results
— Personal Income tax withholding below target
— Sales tax collections running ahead of target

* Economy continues to strengthen, but growth pace remains
below average
— Slow growth pattern more susceptible to economic & policy

shocks

— Places risk to forecast at higher level

* 1%t Qtr behind target, increased pressure on April 2015
collections to rise as taxpayers make higher final payments
& receive smaller refunds

Vice Chairman Newell asked the per capita income for Person County. Annual reporting
indicates per capital income for Person County is $25,284.
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i‘@j Stafe of the Counties

Total County General Fund

Budgeted Expenditures General Fund Expenditures up 7.9%

Tl * 1.7% below 2008-09

s110 * 82 counties report higher GF expenditures
$108 * 250 new employees, reaching pre-recession
A s employment level

$104
s102 * 9 counties in revaluation, 7 counties show

$100 decrease in values
::: Public schools consume 35% ($3.8 billion), 4.7%
o4 increase

* 74 counties increase CE

* PPCE=$1,737

Survey reports teachers’ supplements, co.-funded
school employees

Survey reports use of Art. 46 sales tax

* Governor’s 2-year budget expected late Feb.
— Requires consensus revenue forecast with NCGA

— Focus on infrastructure?
— Offer up Medicaid expansion?
* State tax revenues?
— Below projections
— Unknown until April 15
* House takes budget lead this biennium

100 Counties
” ! ! ! n u e State
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Rep. Tim Moore Rep. David Lewis
(Cleveland) (Harnett)

Speaker of the House __Rules Chair

y | faced |

Legislative Session 1/28
(Organization Session 1/14)
* New House leadership

— Committee chairs unknown

Rep. Mike Hager
(Rutherford)

Majority Leader

(Organization Session 1/14)
* Senate leadership unchanged
— Committee chairs unknown

egislave Session 1/28

Sen. Phil Berger Sen. Tom Apodaca Sen. Harry Brown
(Rockingham) (Henderson) (Onslow)
President Pro Tem Rules Chair (presumed) Majority Leader
TS
100 Counties
! ! ! n u Onesm?
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Jan-15
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» Key Legislative & Budget Issues?

* Tax Reform 2.0?

— Shift in local sales tax allocation?

— Expansion of sales tax to services?

— Replacement for municipal privilege license taxes?
¢ Medicaid Reform & Expansion?

— House/Senate differences remain
* Education Reform?

— Teachers’ salaries

— School funding?

,)c Sale ax Proosd hs
What’s Being Discussed?

* Senate Finance chairs consider reallocation based
on per capita only
— Effort to help smaller, rural counties
— Follow up to end of session sales tax proposal
* No other state uses per capita
— Constitutionality?
— 24 counties losing $218 million
* NCACC policy opposes redistribution of existing

revenues
— What other options available to help all counties?

Vice Chairman Newell asked if the Board had the authority to eliminate the 2% sales tax
levied to which Ms. Troutman replied affirmatively.
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Jan-15
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i@i) End of Session Surprise Fails—
Sets Stage for 2015?

H1224—Senate PCS, Local Sales Tax For Educ./Econ. Dev.

* Original pcs eliminated % cent general purpose & replaced with %
cent educ. and/or transit in % cent increments

* Senate adopted version kept general purpose & increased to % cent,
offered new ed. option at % cent & increased transit to % cent—
either or in % cent increments
— Cap combined sales taxes at 2.5%
— Grandfathers Durham & Orange at 2.75%
— Companion H189 permits Mecklenburg & Wake until 2016 to keep 2.75%

State Budg Pressures

* Little flexibility after years of cuts
* State S for 1-time fed. S to be restored

* Teachers’ salary increases, particularly long-
serving teachers

* New initiatives from new members?

Medicaid overruns

Ms. Troutman reiterated that the federal non-recurring funding used for state
appropriations for the current fiscal year would need to be replaced with state funding in the next
budget. Ms. Troutman stated the General Assembly would likely view the April 15" proceeds
before initiating a state sales tax restructure.
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()
& Medicaid Expansion
* What expansion means?
— Medicaid coverage for poor, single, non-custodial
« Statewide estimate of 500,000
¢ Feds. fully fund initially & steps down to 90% in 2020
* What expansion means for counties?
— Additional workload in DSS depts. (75% fed. reimbursement)
— Coverage of some jail medical expenses & public health services?
* Pressure mounts for Medicaid expansion
— Gov. McCrory explores federal waiver?
* Mirrors Indiana, Arkansas to design state program?
— NC foundations sponsor econ & jobs costs of delaying expansion
* Reports 43,000 fewer jobs & $21 billion loss in fed. Funds
— BC/BS Exec. calls for expansion
* ACA discontinued DSH payments

100 Counties
facebook =
{onde] ! BB 5=

Good News!
LGERS Fund Stabilizing

* New financial reporting shows net assets

* Employer contribution to fall
* Investment gains support small COLA

* Retirement division/actuary recommend
setting 5-year ARC (annual retirement
contribution)

Look for pension spiking notice
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Commissioner Jeffers stated the following are the NC Association of County

Commissioners’ 2015-2016 legislative goals as adopted at the Association’s Legislative Goals
Conference January 15-16, 2015:

1.

2.

Support continued state funding of Medicaid and support efforts by the state to provide
healthcare access for all citizens.

Seek legislation to restore the statutory requirement that 40% of the net lottery proceeds be
allocated to counties for school capital needs and increase the annual appropriation of
lottery funds until the 40% allocation is restored.

Seek legislation to repeal the statutory authority under N.C. G.S. 115C-431(c) that allows
local school boards to file suit against a county board of commissioners over county
appropriations for education.

Oppose any shift of state transportation responsibilities to counties.

Oppose unfunded mandates and shifts of state responsibilities to counties.

FEDERAL AND STATE ECONOMIC OUTLOOK:

County Manager, Heidi York introduced Mr. Michael Wolf, an economist with Wells

Fargo Securities, covering both U.S. and regional economies. Based in Charlotte, N.C., Mr. Wolf
writes indicator reports, special commentary, and contributes to the company’s Weekly Economic
& Financial Commentary. Prior to joining Wells Fargo, Mr. Wolf worked as a regional and
international economist at Moody’s Analytics. Additionally, he measured trends in compensation
as an economist for the Bureau of Labor Statistics. Mr. Wolf has a master’s degree in international
economic policy and statistics from Columbia University and Baruch College, respectively. He
also holds a bachelor’s degree in economics from the University of Maryland and is a member of
the National Association of Business Economics and Charlotte Economics Club.

Mr. Wolf provided the Board with the following Economic Outlook presentation:
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Economic Outlook

Michael Wolf, Economist
January 20, 2015

Gross Domestic Product

U.S. Real GDP
Bars = CAGR  Line = Yr/Yr Percent Change

Sourve: U, e

Economics

"~

Wells Fargo Securities
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Government

Government Purchases

Real Government Purchases
Bars = CAGR  Line = Yr/Yr Percent Change

12%

12%
9%
6%

3%

-6%

9% 1 [mmGovernment Purchases-CAGR: Q3 @ 4.4% 9%
—Government Purchases-Yr/Yr: Q3 @ 0.3%
= ey

-12%
2000 2002 2004 2006 2008 2010 2012 2014 2016

~12%

Source: US. e
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U.S. Budget Deficit

Federal Budget Surplus or Deficit
12-Month Moving Sum in Billions of Dollars

= Surplus or Deficit: Nov @ -$436 Billion
= T

600
00 01 02 03 04 05 06 07 08 09 10 11 12 13 14

Source: US. Treasury e

‘Economics 5 ‘Wells Fargo Securities

U.S. Budget Gap

U.S. Budget Gap

CBO Baseline Scenario Projections, Percent of GDP

26%

24%

I

16%
—Outlays: 2024 @ 22.1%
—Revenues: 2024 @ 18.3%
14%
2013 2015 2017 2019 2021 2023
uc
Economics 6 ‘Wells Fargo Securities
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Federal Government Spending: Entitlements in the Driver’s Seat

U.S. Federal Government Mandatory Outlays
Trillions of U.S. Dollars, Projections Begin In 2014

$4.0T $4.0T

® Other Programs: 2024 @ $0.2T

= Income Security: 2024 @ $0.3T
$3.5T 1| wsocial Security: 2024 @ $1.5T $3.57

® Healthcare Programs: 2024 @ $1.6T
$3.01 $3.0T
$2.5T $2.5T
Entitlement programs are the
main drivers of growing $201 L
expenditures Sils 15T
$1.0T $1.0T
$0.5T $0.5T
$0.0T $0.0T
2013 2015 2017 2019 2021 2023
wells ue
Economics 7 Wells Fargo Securities

Business Investment
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Business Investment

Real Business Fixed Investment
Bars = CAGR  Line = Yr/Yr Percent Change

Busine

stren hiceup  .10% -10%

mmNon-Res Fixed Invest - CAGR: Q3 @ 8.9%
—Non-Res Fixed Invest - Yr/Yr Percent Change: Q3 @ 7.6%
.1 P

2000 2002 2004 2006 2008 2010 2012 2014 2016

‘Soure: US. ies, LLC
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Business Lending

Commercial and Industrial Loans
At Commercial Banks in the United States

40%

30%

20%

10%

48/

10 12 14
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Manufacturing

9 92 94 96 98 00 02 04 06 08 10 12 14

Economics 1

‘Wells Fargo Securities

CRE: Industrial

Industrial Supply & Demand
Percent,

Millions of Square Feet
80
60
40
H |1 dtddid .
L ,l |.| \
-20
-40
‘== Industrial Net Completions: Q3 @ 22.6M SF (Right Axis)
== Industrial Net Absorption: Q3 @ 34.6M SF (Right Axis) -l
—Industrial Vacancy Rate: Q3 @ 7.0% (Left Axis)
%
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Lc
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Manufacturing: Production and Jobs Gap

Production & Jobs in Manufacturing
il

ISectcor

Index, 2007=100 on Left Axis, Right Axis in Millions

NAFTA

~—Manufacturing Production: Nov @ 102.2

—Manufacturing Emy

China
Jolns.
wT0

Left Axis)

ment: Dec @ 12.2 Million (R

Source: U.

Economics

‘Wells Fargo Securities

Consumption
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Personal Consumption Expenditures

Real Personal Consumption Expenditures
Bars = CAGR  Line = Yr/Yr Percent Change

Consul

during tl t period, but

in

2002 2004 2006 2008 2010 2012 2014 2016

Source: US. uc
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Employment

Nonfarm Employment Change
Change in Employment, In Thousands

Monthly Change: Dec @ 252K

00 01 02 03 04 05 06 07 08 09 10 11 12 13 14

Source: U.S. Department of Labor and Wells Fargo Securities, LLC

Economics 16 ‘Wells Fargo Securities
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Employment: Structural

Full Time vs. Part Time Employment
Millions, Seasonally Adjusted

149 129
u Total Employment: Dec @ 145.1M (Left Axis)
= Full-Time: Dec @ 119M (Right Axis)
146 Total: 0.7M Above Prerecession Peak
143
We still have a ways to go before 140
recovering all of the full-time
jobs lost in the most recent 137
recession
134
131
128
Source: .S Deportment of Labor and Wells FargoSecuries, LLC
Economics Wells Fargo Securities
Unemployment

..but the unemployment rate
overstates the health of the labor’
market. Discouraged workers

Unemployment Rates
Seasonally Adjusted
18%

18%

—Unemployment Rate: Dec @ 5.6%
—U-6 Rate: Dec @ 11.2%

16% 16%

14%

12%

10%

and an abundance of part-time = 8%
work rein in spending -
%
2% 2%
94 96 98 00 02 04 06 08 10 12 14
Soure: U Depariment of Laborand Wels Frgo Scuritis LLC
Economics

Wells Fargo Securities
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Wages and Salaries

Employment Cost Index
Year-over-Year Percent Change

Source: U.S. Department of Labor and Wells Fargo Securities, LLC

Economics 19 Wells Fargo Securities

Consumer Balance Sheet

Household Debt - Consumer & Mortgage
As a Percent of Disposable Personal Income
130% 130%

- 120% 120%

110%

-

 EREREERE

100%

=

90%

J/ o
70%

a2y /\ 60%

50%

lousehold Debt: Q3 @ 96.6%
40%

70 75 80 8 90 95 00 05 10 15

3
@

‘Source: Federal Reserve Board and Wells Fargo Securities, LLC
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Household Debt

Rising student loan debt is crowding out other borrowing, particularly for autos and credit
cards

2003 2013

Household Debt - 2003 Household Debt - 2013

Other, 5.6% Other, 27%

HE Revolving,
7%

HE Revohing,
37%

Credi Card,
CreditCard, L
8.7%
Auto Loans,
7.5%
Student Loans,
Student Loans, 9%
31%

Mortgage,
Mortgage, 70.0%
70.2%

‘Source: Federal Reserve Board and Wells Forgo Securities, LLC

Economics ! Wells Fargo Securities

Housing Market
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Housing Market: Existing Home Sales

Existing Home Sales
Seasonally Adjusted Annual Rate, In Millions o

—Existing Home Sales: Nov @ 4.93M

‘Source: US. e

Economics 2 Wells Fargo Securities

Housing Market: New Home Sales

New Home Sales
Seasonally Adjusted Annual Rate, In Thousands

1,500 1,500

1,300 1,300

- 1,100 1,100

900 900
only

700 700

ment

500 500

300 300

New Home Sales: Nov @ 438,000
lonth Moving Average: Nov @ 446,000

89 91 93 95 97 99 01 03 05 07 09 11 13 15

100 100

Source: US. uc

Economics 2 ‘Wells Fargo Securities
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Mortgage Rates

Conventional 30-Year Mortgage Rate
Percent, FHLMC Fixed-Rate Mortgage

3.5% 3.5%

3.0% 3.0%
~—Conventional 30-Year Fixed Mortg. Rate: Jan-07 @ 3.87% l

2.5% 2.5%
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Source: Freddie Mac and Wells Fargo Securities, LLC

Economics c ‘Wells Fargo Securities

Home Purchase Expectations

Confidence: Plans to Buy a Home
Percent of Consumers, Conference Board

| 10% - 10%
[~ Plans to Buy a Home Within Six Months: Dec @ ’s?l

9% 12-Month Moving Average: Dec @ 5.4% 9%
8% 8%
7% 7%
6% 6%
5% 5%
a% 4%
3% 3%
2% 2%

1%

1%
00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15

~ Sourve: The Conference Board and Wells Fargo Sccuritis, LLC

Economics ) ‘Wells Fargo Securities
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Home Prices

Home Prices
Year-over-Year Percentage Change

24%

16%
8%
to%
8%
-16%
Wedian Sale Price: Nov @ $206,
| —Median Sales Price 3-M Mov. Avg.: Nov @ 5.5% -24%
—FHFA (OFHEO) Purchase Only Index: Oct @ 4.5%
—S8P Case-Shiller e 10: Oct @ 4.4%
32%
05 06 07 08 09 10 11 12 13 14 15
"Realtors, S&P Corp. uc
Economics 2 Wells Fargo Securities
Housing Market: Residential Construction
Housing Starts
Millions of Units.
24 24
W Multifamily Starts
21 ® Multifamily Forecast 21
“* 1| wsingle-family starts )
= Single-family Forecast
18 1.8
Forecast
1.5 1.5
1.2 1.2
09 I 0.9
06 06
03 03

Source: US. uc

0l L oo
80 82 84 86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18

Wells Fargo Securities
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Fed Policy

Inflation

Inflationar

"Core" PCE Deflator

Both Series are 3-Month Moving Averages

4%

| 3%

1%

0%

5%

Sourve: US.

9 92 94 96 98 00 02 04 06 08 10 12 14

‘Wells Fargo Securities
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Interest Rates

PCE Deflator Forecast

Fed Central Tendency Forecast

u Central Tendency Forecast Range Q4-over-Q4
4.0% 1| m Historical PCE Deflator PRant Changs 1 0%

2.0%

1.5%

1.0%

00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17

Source: US. e

Economics 3 ‘Wells Fargo Securities

Interest Rates

Appropriate Pace of Policy Firming

Target Federal Funds Rate at Year-End

5.0% 5.0%
December 2014
4.5% a5%
4.0% 4.0%
3.5% 3.5%
3.0% 3.0%
25% 25%
2.0% 2.0%
1.5% 1.5%
0% 1.0%
0.5% . " 0.5%
0.0% — %
2015 2016 2017 Longer Run
Soure: US. uc
az ‘Wells Fargo Securities
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U.S. Forecast

Actual Forecast Actual Forecast
2014 2015 2012 2013 2014 2015 2016

10 20 39 4« 10 20 30 4
Real Gross Domestic Product ' -2.1 4.6 50 2.8 25 26 28 29 |23 22 24 31 30

Personal Consumption 12 25 32845 | 25 26 25 25 |18 24§ 25 30 25
Inflation Indicators

PCE Deflator 11 16 15 11| 08 07 09 14 [18 12 13 10 20

Consumer Price Index 14 21 18 12 [ 07 05 08 17 |21 15 16 09 24
Industrial Production * 39 57 40 66 | 61 49 35 31 |38 29 43 52 36

Corporate Profits Before Taxes ? -4.8 0.1 14 3.2 37 36 41 46 |14 42 01 40 52
Trade Weighted Dollar Index >~ 769 75.9 813 850 | 838 848 858 868 (735 759 784 853 883
Unenployment Rate 67 62 61 58 57 56 55 54 |81 74 62 56 52
Housing Starts * 093 099 1.03 1.03 | 106 113 121 124 |078 092 101 116 1.26

Quarter-End Interest Rates *
Federal Funds Target Rate 025 0.25 0.25 025 [ 025 050 075 100 |025 025 025 063 200
Conventional Mortgage Rate 4,34 4.16 4.16 4.00 | 4.16 4.20 4.30 440 [366 398 420 427 495
10 Year Note 273 253 252 217 | 240 251 259 266 |180 235 254 254 320
Forecast as of: January 2, 2015
Compound Annual Growth Rate Quarter-over-Quarter
?Year-over-Year Percentage Change
? Federal Reserve Major Currency Index, 1973=100 - Quarter End
* Millions of Units
% Annual Numbers Represent Averages

Economics Wells Fargo Securities

Percent change in real GDP by state 2012-2013

| EEREE)

Economics Wells Fargo Securities

Mr. Wolf noted NC’s percent in real GDP for 2012-2013 was 2.3%.
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North Carolina

The labor market continued to firm in North Carolina during 2014 despite the recent uptick in
the unemployment rate

North Carolina Nonfarm Employment North Carolina Unemployment & Labor Force
3-Month Moving Averages Percent,

nt, Thousands of Workers, Seasonally Adjusted

loyed: © 270.7 (Right Axis)
Employed: Nov © 4,36
—Unemployment Rate: Nov

Source: U.S. Department of Labor and Wells Fargo Securities, LLC

Economics Wells Fargo Securities

North Carolina

Employment gains have been broad based, but the labor force participation rate continues to
move lower

Employment by Industry Labor Force Pal

North Carolina Employment Growth By Industry Labor Force Participation Rate
Year-over-Year Percent Change, 3-MMA 3-Month Moving Averages, Seasonally Adjusted

Total Nonfarm November 2014
Trade, Trans. & Utities !
Government | pore
Educ. & Health Services
Prof, & Bus, Sves, | Number of

oot
et
e sod gty | tas
roactscien | |
coracton

Other Services

Information

80 82 84 86 88 90 92 94 96 98 00 02 04 06 08 10 12 14

Source: U.S, Department of Labor and Wells Fargo Securites, LLC

Economics . ‘Wells Fargo Securities

18

Mr. Wolf stated NC’s labor force participation rate was 60.2% as of November 2014.
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North Carolina

‘employ

for related invi

North Carolina Nonfarm Employment
Year-over-Year Percent Change

—Office Employment: Nov @ 5.9%
—Non-office Employment: Nov @ 1.7%

91 93 95 97 99 01 03 05 07 09 11 13

Economics

Wells Fargo Securities

North Carolina

‘Manufac
als

North Carolina Nonfarm Employment
Year-over-Year Percent Change

‘Wells Fargo Securities
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North Carolina

North Carolina Manufacturing Employment
In Thousands

—nManufacturing Employment: Nov @ 452.1 Thousand
=, = ==

700

90 92 94 96 98 00 02 04 06 08 10 12 14

Source: U5, Department of Labor and Wells Fargo Securitics, LLC

Economics 39

Wells Fargo Securities

North Carolina

North Carolina Technical Employment
YYear-over-Year Percent Change

12 14

Economics 40

Wells Fargo Securities
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Mr. Wolf stated there have been huge gains in professional technology services.
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North Carolina

Nonfarm Payrolls
Index 2010 = 100, Seasonally Adjusted

120
[~ T Nov
—Charlotte: Nov @ 113.8
Durham: Nov @ 108.5
|~—Fayetteville: Nov @ 100.7
Greensboro: Nov @ 105.4 115
[—Raleigh: Nov @ 115.3
| Winston Salem: Nov @ 105.2|
|—North Carolina: 109.4
110
105
100
95
Economics 4 Wells Fargo Securities

Indust

CoreLogic HPI: NC vs. U.S.

Index, 2000=100, Not Seasonally Adjusted

Residenti

nstruction

North Carolina Housing Permits
“Thousands of Permits, Seasonally Adjusted Annual Rate

ed States: Nov © 173.3 —nerl R 93 zr',z?. =
200 {{—North : 200 le-Family, 12-MMA: X
Carolina: Nov @ 135. 100 {L=n 12.MMA: Nov @ 15,101 100
8o 180 Fife Famy Average (1938-2003)162,968.
160 160 80
140 140
60
120 120
100 100 40
80 1. / 80
- 20
60 0
“ o o
9 92 94 9 98 00 02 04 06 08 10 12 14 90 92 94 96 9 00 02 04 06 08 10 12 14
us uc
Economics 2 ‘Wells Fargo Securities
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Wells Fargo Securities, LLC Economics Group
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Chairman Puryear called for a brief break at 10:41am. Chairman Puryear reconvened the
meeting at 10:49 am.

AUDIT REPORT & FUND BALANCE:
Mr. James P. Winston, 11, an audit partner of Winston, Williams, Creech and Evans & Co.,
LLP presented the Board the following June 30, 2014 Audit Presentation:

Audit Presentation
Winston, Williams, Creech, Evans & Co. LLP

Overview

¢ Person County has received an unmodified opinion
on their June 30, 2014 financial statements.

¢ Person County again received the Certificate of
Excellence in Financial Reporting for fiscal year
06/30/13 and submitted the 6/30/14 report to
GFOA.

January 20,2015

33



GASB # 34 Highlights

¢ Management’s Discussion and Analysis
¢ Statement of Net Position

2013 2014
Total Assets $ 54,272,537 $ 52,185,130
DO of Resources 52,420 -
Total Liabilities 20,371,478 16,705,208
DI of Resources 61,940 79,710
Net Position $33.891.539 §$35.400.212

Statement of Activities

Revenues
Expenditures

Change in Net Position
Beginning Net Position
Ending Net Position

2013

$ 54,178,416
54,260,081

2014

$ 55,924,670
54,415,997

$ (81,665)
33,973,204

$ 1,508,673
33,891,539

$ 33,891,539

$ 35,400,212
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m Ad valorem xes

M Local Option Sales Tax

m Other taxes & licenses

® Fees
Intergovernmental

m Investment eamnings

m Charges for services

u Other

Sale of assets

m Capital lease obligations
issued

@ General Government @ Public Safety OTransportation

B Human sves OEnvironmental protect HEconomic & Phys Dev
O Cultural & Rec OEducation ® Infrastructure

O Principal B Interest

January 20, 2015

35




General Fund Revenues

50,000,000 -

70,000,000

0,000,000 - 51,316,860 52,733,67 52,773,481
[0,000,000 :
0,000,000
30,000,000
20,000,000 -

10,000,000

0-
Original Budget Final Budget Actual

b

55,000,000 T35Sl e
54,000,000

53,000,000 51,856,908

52,000,000

51,000,000 50,178,345
p0,000,000

19,000,000

118,000,000

Original Budget Final Budget Actual

Mr. Winston clarified the Final Budget General Fund Expenditures was $54,232,552 as the
number did not fit on the slide appropriately.
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~ Financing Sources (Uses)

General Fund Other

1-1,900,000
1,950,000
12,000,000
12,050,000
12,100,000
12,150,000

2,200,000

12,250,000

(2,010,014)

(2,229,071)

Actual

Original Budget

Final Budget

lr |

K |
|siea

it

Appropriated Fund Balance

,000,000 1

,500,000

2,765,066

,000,000
,500,000
,000,000
,500,000
,000,000

500,000

0

Original Budget

Final Budget Actual

Mr. Winston clarified the Final Budget Appropriated Fund Balance was $3,727,949 and

there was no actual funding.
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9,950,000
9,900,000
9,850,000
9,800,000
9,750,000
9,700,000
9,650,000 -

9,600,000

9,550,000
9,500,000 -
9,450,000 -

Unassigned Fund Balance-
General Fund

9,936,607

9,644,006

2013 2014

18.54

18.52

18.50

18.48 -

18.46
18.44
18.42

18.40 -

18.38
18.36
18.34

General Fund Unassigned
Fund Balance-
as a % of Expenditures

2013 2014
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Mr. Winston noted the end result of 18.41% General Fund Unassigned Fund Balance
complies with the County’s policy of 18%. Mr. Winston further noted the minimum General Fund
Unassigned Fund Balance is 8% per the Local Government Commission.

Cash & Investments gges
(Excluding Fiduciary & Agency Funds)

23,540,168
24,000,000 - 23503078

23,000,000 -
22,000,000 -

21,704,493

21,000,000 - 20,135,890

20,000,000 -
19,000,000 -
18,000,000 -

2011 2012 2013 2014

Adjusted Tax Levy

35,001

30,000,000

25,000,000

20,000,000

15,000,000

10,000,000

5,000,000

2005 2006 2007 2008 2009 2010 2011 2012 2013 ” 201
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Mr. Winston stated the tax collection rate of 98.40% is above the state average. Mr.
Winston noted the vehicle tax collection rate was at 97.75% which included the one-time additional
four months of revenues.

Tax Collection Percentages

B.5

98

97.63 97.71

7.5

97

b.5

96

RS-

2006 2007 2008 2009 2010 2012 2013 15 201

2005 2011

Board members were given a draft copy of the Comprehensive Annual Financial Report
for the year ended June 30, 2014 that includes an independent auditor’s report and financial reports.
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Finance Director, Amy Wehrenberg gave the following Fund Balance presentation:

Jan-15

\\JJ_
hY

Person County
Fund Balance

Person County Board of
Commissioners Annual Retreat

January 20, 2015

Amy Wehrenberg
Finance Director

Discussion Summary

o Unassigned Fund Balance

o Fund Balance Appropriation

o Current Fund Balance Goals

o Why is a Fund Balance Policy important?
o Determining Appropriate Level

o Other County/City Fund Balance Goals

o Proposed Fund Balance Policy
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Ms. Wehrenberg directed the Board’s attention to page 29 of the Comprehensive Annual
Financial Report and outlined the many fund balances listings.

Jan-15

Unassigned Fund Balance (“UFB”)

o Portion of fund balance that has not been restricted,
committed, or assigned to specific purposes or other
funds.

o The amount remaining at year-end that the Board has
control over and can appropriate for any purpose.

o UFB went from 18.53% to 18.41% at end of FY 2014.

A slight increase is anticipated for FY 2015 due to

revenue growth, increased DSS revenues and deferral of

capital.

The large drop-off of debt could possibly generate a large

increase in UFB for FY 2016 unless there is a significant

reduction in revenues (ie. tax decrease) or large pay-as-
you-go capital investment.

Fund Balance Appropriation (FBA)

The amount of savings that the County pledges in
the budget to cover expenditures that are not
already covered by other revenues.

10 year trend shows a greater reliance on savings
(or FBA) to fund the County’s expenditures.
Pledging large amounts of FBA can further decrease
theéamount of undesignated fund balance at year-
end.

Ways to address the over-reliance on FBA include
reductions in expenditures, deferral of capital
projects, or recognition of new or additional
revenue sources.

The Board adopted an FBA of $3,064,697 for FY
2015, a tax equivalent total or17.43 cents.
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Adopted FBA: 10-year trend

Adopted Fund Balance Appropriated
($ in millions)

5.00

: A

3.00 /\ : o

2.50 240

2.00 P e

P N X

iy 7\ 7 \ 13
i

091 ¥ 084
0.50 / 045 V 063
} 005

T =y T T T

T T T T T 1
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015*

The graph above shows an upward trend since FY 2010 for the heavier reliance
on FBA to fund the County’s expenditures, mostly due to the attempt to address
deferred capital. New revenue, such as the tax increase in FY 2008, can reduce
these levels. Expenditure cuts can also contribute to less reliance, as
demonstrated in FY 2010. 5

Fund Balance Goals

o Fund Balance Policy????
» Person County has no separate Fund Balance Policy
» Reference to Board'’s fund balance targets in section of

2004 County's Capital Reserve Fund (CCRF) Resolution

o To maintain an available fund balance as a % of
expenditures in the General Fund at a minimum of
18%

o Any fund balance in excess of 18% should be
primary source of funding the County’s capital
needs

o To fund annually from fund balance in the General
Fund the amount that exceeds 21%

» Creation of CIP Fund has replaced use of CCRF, making
this Resolution no longer effective
o LGC’'s Recommendation: Maintain minimum of 8% ¢

January 20, 2015
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Ms. Wehrenberg noted an anticipated drop in next year’s fund balance appropriation due
to the debt (schools) coming off the books.
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Why is a Fund Balance Policy ~
important? -

o Sufficient cash flow 5T

o Maintains investment grade bond
ratings
o Offsets significant gains & losses

o Provides for Unforeseen expenditure
emergencies;

o Adheres to LGC’s minimum 8% fund
balance recommendation

o Provide for a stable property tax rate

7

Determining Appropriate Level Y,

=

Consider government’s own specific circumstances

GFOA recommendation: no less than two months of regular general fund operating
expenditures

Higher levels needed if:

significant revenue sources are subject to unpredictable fluctuations
operating expenditures are highly volatile

evident exposure to significant one-time outlays (ie. Disasters, immediate capital needs,
state budget cuts)

need for higher liquidity: the ability to provide funding for large required payments in the
future (ie. significant bond payment, disaster-related events, etc.)

Lower levels needed if:

surplus of resources in general fund
surplus of resources in other funds that reduces need from general fund
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Other County*/City Fund Balance

Goals
Mecklenburg County* 28%
Orange County* 17%
Union County* 20%
New Hanover County* 21%
Wake County* 15%
Person County* 20% (r ded; rep 2.5 months | )
Town of Knightdale 25%
Village of Whispering Pines 45%
Pinehurst Village 15%
Town of Tarboro 30%
Town of Benson 20%
City of Washington 2 months expenditures + $2M
Town of Kitty Hawk $3.5M

City of Burlington
Town of Zebulon
City of Monroe

Village of Marvin

4 months expenditures

50% of projected expenditures

25% of projected di or $7.5M, which greater
31% of projected expenditures

City of Clinton

35% to 40% (range)

Proposed Fund Balance Policy

o 20% target for
Unassigned Fund
Balance (approx. 2.5
months of operating
expenditures)

o Flexibility for Board
to adjust minimum
target as needed

o Maintain LGC's
minimum 8% FBA

o Transfer surplus to
CIP Fund for future
capital improvements

o Provide County
Manager with 2 year
period to provide plan
to address fund
balance deficits

o Policy to be effective
for FY 2014-15
results

January 20, 2015
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Ms. Wehrenberg noted the proposal to set a policy setting the Unassigned Fund Balance to
20% was just a proposal for the Board to consider noting the County would need approximately
$750,000 to meet that target from the current status of 18.41%. Ms. Wehrenberg stated 20% would
equate to over $10M. County Manager, Heidi York added that the Board has relied on Fund
Balance for recurring expenses the last few years and a policy would set guidelines for best
practices to ensure steady growth.

Following discussion from all Board members related to the Unassigned Fund Balance
proposed policy and whether to keep at its current 18% or increase to 20%, Chairman Puryear
suggested holding the discussion to setting policy for the Unassigned Fund Balance until after the
Capital Improvement Plan (CIP) discussion later in the day.

Chairman Puryear requested the Board to recess for the lunch break noting an opportunity
for an informal tour of the newly renovated Kirby Rebirth upstairs was available for Board
members if they had not seen the space.

A motion was made by Commissioner Jeffers and carried 5-0 to recess the meeting at
11:54 am until 1:30 pm.

Chairman Puryear called the recessed meeting to order at 1:30 pm. County Manager, Heidi
York requested the Board to participate in the first of several straw polls for the day. The first straw
poll related to the information covered in the Finance Director’s presentation about Fund Balance.

ITEMS SURVEYED THROUGHOUT THE RETRE AT

Food Batascs Survey

1 Ploae mapmd 1o e Silow g guest ook aboar fand balance

v ~
O O
O O
O O

It was the consensus of the Board to continue the retreat with the presentation from the Tax
Administrator, Russell Jones.
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AD VALOREM AND VEHICLE TAX REVENUES:

Tax Administrator, Russell Jones told the group that during Fiscal Year 2014-2015, the
current tax year, the biggest players are, of course, real property (land and buildings) at 67.58%,
then state appraised property (Duke Energy) at 21.13%% percent, then machinery (business
equipment) at 9.48%. Mr. Jones confirmed the DMV has transitioned to the new NCVTS system,
and it is now collected by NCDMYV local tag offices.

Jan-15

Where did the 2014 levy come from?
O

@67.58% REAL
m0.01% OTHER
00.35% INVENTORY
09.48% MACHINERY
m21.13% STATE
@0.49% FARM

m0.90% OTHER VEHICLE || |

00.07% REGISTED
VEHICLE

What causes the LEVY to change?
- @)
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Mr. Jones stated the data on the real property is actual noting the State appraised figure
comes in September, the equipment number is available late April, and motor vehicles has 15
months of history.

Jan-15
Changes in FY2016 Real Property Values

3,000,000,000
2,500,000,000
2,000,000,000
1,500,000,000
1,000,000,000

500,000,000

2

Mr. Jones noted real property value continued to see $9 million in growth (from 2.774b
to 2.783b.)
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Mr. Jones noted there may be some additional equipment at Eaton, GKN, and Spuntech
that was not in place January 1, 2014 but this is unknown at this time.

Jan-15
Changes in FY2016 Equipment Values
Equipment Value Changes, 2005-2015
400,000,000
350,000,000
300,000,000
250,000,000
200,000,000
150,000,000
| 100,000,000
| 50,000,000
3
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State Appraised Property Value Changes

O,

State Appraised Property Value Changes

200@3015

900,000,000

| | 850,000,000
1 800,000,000

750,000,000

| 700,000,000

| 650,000,000
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Mr. Jones stated the numbers are comparing predictions for the estimated ending levy for
2014, and not the budgeted levy of $3.960 billion for 2014 (for 2014-2015 ending levy as opposed
to budgeted is 1% higher). Mr. Jones noted the proposal levy value for 2015-2016 is $4 billion,
which is an increase of $40 million from budgeted levy in 2014-2015 of $3.96 billion.

Jan-15

All Value Changes, 2005-2015
O

| | 4,200,000,000
4,100,000,000
4,000,000,000
3,900,000,000
3,800,000,000
3,700,000,000
3,600,000,000

3,500,000,000
3,400,000,000
3,300,000,000
3,200,000,000

Changes in FY2016 Registered
Motoréehicles
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The new NCVTS system started with September 2013 renewals. While some citizens
renewed early (July $1,600 and August $23,000 in revenues), most renewed by October 15 (grace
period) with some renewed after the grace period. With only 15 months of data, Mr. Jones felt that
this revenue source will increase from the budget FY'15 of $1,920,000, to a budget of $2,100,000
($175,000 per month versus $160,000 in current budget) for FY 16.

Jan-15
Changes in FY2016 Registered
Motoréehicles
For FY 16,
what will one penny generate?
Revenu
6

Mr. Jones stated for FY 15, one penny generated $410,051 at 97.25%. One penny generates
more for FY16, due to increase in tax levy and DMV (+$8,214 per penny) noting any changes in
the tax rate will only affect vehicles from October-June, due to renewal notices already mailed for
preceding months.
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Jan-15

Fire Tax Options
O

Fire Tax-A savings to the taxpayer?

Rating

Based on Estimates of Insurance Costs for a $100,000 home
and a fire tax of $.04 cents
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Option 1: General Fund shows the way the fire departments were funded for the current
year, FY15 and the potential funding for FY 16.

Jan-15

Option 1: General Fund

‘would be n

Mr. Jones noted power producing plants are excluded from a fire tax by NC General
Statute. DMV renewals for July-August will not be affected by a new fire tax until next year due
to the timing of registration renewal notices already mailed. Mr. Jones noted Person County could
be one fire district with one tax rate (3.519 cents) due to fire districts not following parcel lines.
The fire tax is not distributed based on value, but by the authority of the commissioners.
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Mr. Jones clarified that with Option 2, a Fire Commission cannot be established; by statute
the authority is with the Board of Commissioners.

Jan-15

Option 2: Fire Tax (property values)
O

Option 3: Fire Tax (vehicles)

Mr. Jones noted 9/12 months billed for first year, or 26,250 vehicles as July-September
bills already mailed before July 1; another option for first year could be $35.15 to require no general
fund.
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Jan-15

Option 4: Fire Protection District

oStarts with a Petitio

need to be redone even before

10

Mr. Jones stated Option 4 allows a Fire Commission to be established or the fire tax can
be governed by the Board of Commissioners or jointly by two neighboring county governing
bodies. A resulting vote could include up to a $.15 cent maximum fire tax.
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Mr. Jones noted 35% of freeholders (real properly owner that lives on the property) is
difficult to establish and any such petition would be verified by tax office which may involve heir
property with unknown heirs. Mr. Jones further noted that even if only one fire district is interested
in a petition and the fire protection district, up to 4 districts may see lines affected (and maybe
surrounding counties). House Bill 589 may prevent a special election. Mr. Jones stated the Election
department does not have a database that matches fire districts. Fire district lines do not follow
parcel lines or roads but are calculated on a 6-mile driving radius of the fire station.

Commissioner Jeffers stated the need to hold community meetings to educate the public
related to the fire tax or continue the same method of funding of increasing funding by 2% every
other year. Commissioner Jeffers noted funding for fire services is a public safety issue to which
the Board should hear from the public before making a decision. Commissioner Jeffers advocated
for dedicated funding so the volunteer fire departments can make larger equipment purchases
without the worry if funding will be appropriated.

Chairman Puryear stated his opposition to a fire tax noting he would consider a funding
formula, establishing a fire fund or changing the revolving loan to be interest free.

Vice Chairman Newell noted it made more sense to continue funding as is to receive more
money for the penny as well as advocated for pursuing state matching grants (up to $30,000 per
year per station) for local funding of fire services thereby setting up a fire fund.

County Manager, Heidi York told the group that following the joint meeting with the
volunteer fire departments, she sent the Board a memo explaining the County does not have a
purchasing agent and should the Board desire to fund the purchase of equipment and fire trucks, it
would have to be incorporated in the Capital Improvement Plan. Ms. York stated the County’s
revolving loan fund guidelines could be amended to include the volunteer fire departments noting
currently there is an interest assessed to the loans which is why staff advised the volunteer fire
departments to take advantage of the interest free loans through the USDA electric coops.

Ms. York explained when the City of Roxboro’s Fire Services agreement was put into place
two years ago, a 2% CPI adjustment was included for every other year. Ms. York noted on the
alternate two year period, a 2% CPI was recommended for the volunteer fire departments to adjust
funding in the same manner as for the City’s fire services yet to be distributed based on actual call
volume noting each volunteer district’s demands are different. Ms. York stated the County only
followed the outlined formula for the volunteer fire departments once. Ms. York’s recommendation
was to implement the formula to address and meet the same goals to adjust similarly as done for
the City of Roxboro.

Commissioner Jeffers noted if the majority of the Board is not in favor of a fire tax, he
would be in favor of establishing a fire fund and reviewing policy changes for the County’s
revolving loan. Chairman Puryear stated support for the revolving loan to be redefined for use by
the volunteer fire departments in a fair distribution to each station. Commissioner Jeffers stated
support to start the conversation between staff and the designees of the Fire Chief’s for each station.

Ms. York stated the non-recurring amount in the County’s Revolving Loan Fund is
currently $181,000.
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Chairman Puryear offered for staff to start dialogue with the Fire Chiefs as the County’s
Revolving Loan process would be faster than the USDA process. Ms. York disagreed noting the
Electric Coop staff are awaiting applications with money to loan immediately noting the County’s
process will take time to set-up the program.

A motion was made by Commissioner Jeffers and carried 5-0 to direct staff to begin
dialogue on establishing a fire fund or redefining the policy of the County’s Revolving Loan as a
line of credit for the volunteer fire departments to apply.

Board members reiterated the Revolving Loan should remain a source for small businesses.
Commissioner Jeffers suggested staff to contact the Fire Chief’s Association President, Wayne
Wrenn to create a committee of designees to dialogue with County staff.

Chairman Puryear requested Board members to complete the second straw poll relating to
Revenue:

Revenue Survey

1. What changes do you wiant o make o the tx mge?

0O Decrease e tox mie by 1 cmne (S418,175 mvenues)
O horease e mxrge by | cent (+SH18,175 revenues)
O No changes, ma stan hhe nxrae

2. Do you want to move forward with oreating a fire tax o a fiee peoesction dance?

O No change; coatinue © fand fire costs Sirugh the General Fund - OPTION #1
O Levya Fiee tax based on peoperty wakess - OFTION 2
O Levya Fie tax per wehick - OPTION#3

Allow darcss © perion for a Fire Prossction Diserics - OPTION #4

3. How much mvenue shoud hhe fire x gememn?
O $22.297, equal to estimaged allocation foe F Y16 (035 cents)
O S1048.356 (D4 censs)

O S1L310,445 (DS cenms)
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COUNTY TRENDS FOR DECISION-MAKING:
Assistant County, Manager. Sybil Tate gave the Board the following presentation
related to trends in Person County across the state:

Jan-15

Trends for
Decision-Making

Sybil Tate
Assistant County Manager
Jan. 20, 2015

Percent in Poverty (2012)
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The mean household income for Person County is $52,000.
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Residential Building Permits Issued

100

90

80

70

60

50 m City

%0  County

30

20

10

° FY10 FYi1 FY12 Fr13 FY14 FY15 (est.)

Deeds Recorded
1800
1591
S,
1400
VA

1a%0 ~—
1000 -
800
600
400
200

T T T T T T

2007 2008 2009 2010 2011 2012 2013

T

2014

1

January 20,2015

61

Jan-15



Jan-15

Educational Attainment, 25+ years (2013)

Graduate or
professional __———
4% 3

Population Growth, A2010-J2013

Rate of Population Growth
[ High. >4.5%

B Medium, 2.3%-4.5%
7] Low, <2.3%, Net In-Migration
I Low, <2.3%, Net Out-Migration
B Popuiation Loss, <0% 0

50 100 200 Miles @
(T TR B S B

Ms. Tate noted Person County’s population has decreased by 184 people or .5%.
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FYO08.

Economic
Development

FY15 Expenditures

Culture and Rec
2.9%

1.5%

Person County Schools
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Jan-15

Ms. Tate stated Person County Schools’ enrollment has decreased by 939 students since
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Ms. Tate stated Person County School’s teacher supplement is ranked in the state’s top 12.

Person County Schools

$5,000 34

Average Teacher Supplement, FY15

$6,204

81 $5,195

Piedmont Community College
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9000

County Appropriation vs. Enroliment
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— \ I $1,100,000
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I $980,000

- $960,000

- $940,000
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Jan-15

Ms. Tate stated PCC’s enrollment has decreased by 2,260 since FYO08 (chart does not

include data for FY15.)
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The FY15 Tax Rate Comparison chart illustrates tax rate only.

FY15 Tax Rate Comparison (population range 20,000-70,000)
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Chairman Puryear announced a brief break at 2:49 pm. The meeting was reconvened at
3:02 pm.

FUND PROJECTIONS & CAPITAL PROJECTS:
Finance Director, Amy Wehrenberg provided the Board with the following Fiscal Review

and Projections:

Jan-15

7
A

TL

[
[

Person County
Fiscal Review & Projections

Person County Board of
Commissioners Annual Retreat

January 20, 2015

Amy Wehrenberg
Finance Director

Discussion Summary

o Mid-Year Comparisons: Revenues and
Expenditures

o Sales and Use Tax Distribution

o UFB Projection for FY 2015

o Potential CIP Projects

o Debt Service Impacts

o The next six months: What's it look like?
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Dec'13 Dec'14

Sales & Other Taxes 2,261,101 2,354,374

State & Federal Funding 3,658,241 3,734,661

Difference

93,273

76,420

Revenues: Mid-Year Comparison

% Change Comments

4.1%

2.1%

Sales Tax collections (4 mos.)
are $77K higher; Occ Tax
collections are 16% higher,
surplus of $13K over prior
year

Increase reflects lottery
drawdown for school
painting project $225K;
more state & federal revs
received in Health and DSS
Departments.

Expenditures: Mid-Year Comparison

EXPENDITURES  Dec'l3  Dec'ld

\Personnel 10,396,815 11,057,763

349,466 663,793

ransfers to Other Funds 1,172,211 680,120

Difference

660,949

314,327

(492,091)

% Change Comments

6.4%

89.9%

Health
($100K); Overtime ($113|
On-call pay ($11K); other
increases due to merit pay,
longevity, certification, and
probationary changes.

Purchase of amb:

Decrease due to deferral of
capital projects, requiring less

-42.0% to be transferred to CIP Fund
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Local Option Sales Tax Revenues

Sales and Use Tax Distribution-
Prior and Projected
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FY16 Potential CIP Projects

[ Project Title: [ Total Cost:
Potential Financing Projects:

Recreation & Senior Center* 6,000,000 |
Cell Tower & Broadband Project* 3,600,000 i

Equipment Lease Project:

Telephone System (2nd of 5 pyts) 70,000
Miscellaneous Projects: 5
Roxboro Little League 320,000
Library Satellite at Helena 335,000
Voting equipment 231,010
Replace carpet and tile - PCOB 57,000

943,010
Roofing Projects:
Board of Elections/IT 102,489
Emergency Medical Services 150,368
Huck Sansbury 283,000
South Elementary School 268,991
PCC Bldg D & Walkway Structure 226,156
Oak Lane Elementary School 207,532 7
1,238,536

Recreation & Senior
Center Project

Project Fund was established when Bond
Referendum was passed in 2008 for $6M

General Obligation (G.0.) Bonds are the least costly
financing option available to the County for
projects.

The maximum of $6M project’s debt would

Operating cost impacts should also be considered
since this would be an expansion project.

The County will have 7 years (until November 2015
and can be extended to 10 years until November
2018) to issue/sell the bonds at a 20 year term.
There is $310,948.82 remaining in this Project
Fund.

Ms. Wehrenberg stated the extension request to issue/sell bonds at a 20 year term would
begin in August 2015 and would require a public hearing, if desired by the Board.
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Commissioner Kendrick commented a need to consider amending the County’s Wireless
Communication Ordinance to change the fall zones.

Jan-15

Cell Tower & Broadband Project

The Board set aside $100K for
environmental studies to be done on 4
towers (currently $73,750 remaining).
The State will construct 1 tower; leaving
3 towers funded by the County.

Latest estimate to construct 3 towers
with Broadband equipment is
$3,495,000 (includes costs for
environmental studies and
engineering/consulting costs).

Will consider financing options for this
project

Timeline for construction
commencement is FY 2016

How do we pay for this?

Roofing Costs - next
four years

Reduction of debt liability
in FY 2016 $2.0M

o 2016 $1,238,536
o 2017 532,591
o 2018 152,140
o 2019 195,400

January 20,2015

71



Debt Service Impacts — FY 2016

Debt Reduction $ (2,448,546)
New: Recycling Center & Various Roofing 460,480
Potential:

Cell Towers & Broadband Equipment 235,000
Recreation & Senior Center 330,000
Total Debt Reduction $ (1,423,066)

Reminder: A total of $1.9M of other new projects are proposed on the
current CIP for FY 2016. If the Board commits to new projects, it would
be recommended to consider a financing method given the County’s
low debt ratio (approx. 6 to 7%) versus a pay-as-you-go option that
could negatively impact UFB. n

T
I, The next six months:
~"" What’s it look like?

o Revenues from Ad Valorem, sales and occupancy tax, Health
and DSS are coming in stronger compared to previous year.

o Primary drivers for the increase in expenditures include the
Kirby Rebirth Project, ambulance purchase, group health
insurance, overtime and other personnel costs.

o A short-term analysis of revenues and expenditures tentatively
indicates an increase of Unassigned Fund Balance at FYE.
Timing in when revenues are received can greatly influence
this outlook.

o Over $1.2M in roofing projects are on the CIP for FY 2016 to
be considered, as well as other larger capital projects (ie. Cell
Towers & Broadband, Recreation & Senior Center, Library
Satellite at Helena, etc.).

o A large debt reduction will greatly reduce expenditures for FY
2016 subject to significant decreases in revenues or increases

in expenditures. 0
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Ms. York requested the Board to complete the third straw poll related to fiscal and capital
funding:

Capital Survey
L. How would you like o fund cduc ation?
Pubiie Scboohs (K-12) POC
erease flunding O O
HoM fun disg Nt O O
Decrese fun ding O O
1. Which capital peojects would you like © fund inthe FY16 CIP?
Yo Ne
|Seniar Cemter (-SIM) O 0
[Recreation Center (-S6M) 0
[P bl S afety
JComm pui 2 GonB roadiu od
|project (S36M)
[Satclite Library af Helena
JSI35K) O O
[Reafing projects (S1.23M) o O
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WORKFORCE IMPACTS:
Human Resources and Risk Management Director, Angie Warren provided the Board with
the following presentation relating to Workforce Impacts:

Jan-15

Impacting the Person
County Government
Workforce

ltems for Discussion:

uClassification and Compensation Update
(Springsted Study)

"County Health Benefits

"Hiring Freeze/New Positions
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Job Classification & Employee
Compensation Study

= Ensure that compensation is equitable and competitive in the labor market

* Ensure that job descriptions are accurate- aids in recruitment
= Address salary compression issues

= Helps reduce employee turnover

* Ensure federal regulations are met (FLSA and ADA)

* Ensure equity for pay and work

= As a general rule, these studies should be conducted about every five years

Springsted Study- Implementation Impacts

Full Year Implementation for All Employees
Employees Below Minimum 206 Employees Within Range 185

Option 1—Move to minimum of salary range (206) $411,612.30

Option 2—Move to min., or 2% increase (all) $585,489.12

Option 3—Move to min.+.5% increase per year of service (all)
$1,246,250.50

Ms. Warren stated Option 3 on the Springsted Study slide above would have the greatest
impact to address compression.
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“ Phased in implementation by géllp over 3 years: ) o - - T
Year 1 Public Safety Option 1-Move to Minimum $227,868.01
Option 2- min or 2% increase $277,988.47
|
[ Option 3- min+ .5% increase per Years of Service $515,324.78
| it - Ao : iy gl =3 wewi. i
‘ Year 2 Health & DSS  Option 1-Move to Minimum $96,543.01
Option 2- min or 2% increase $153,610.86
Option 3- min +.5% increase per Years of Service $392,210.04
| Year3 Al others Option 1-Move to Minimum $87,201.28
Option 2- min or 2% increase $153,889.80
Option 3- min +.5% increase per Years of Service $338,715.70

County Health Insurance

Coventry options presented by Scott Benefit Services for July 2015-June 2016:
Fully insured traditional PPO

Current Rates Projected Renewal Rates-no
Plan design changes; 16.27% increase
Employee $507.45 $589.99
Employee/Child $687.63 $799.48
Employee/Spouse $1,077.36 $1,252.60
Employee/Family $1,262.03 $1,467.31

Ms. Warren noted the Coventry options for the next fiscal year include no plan design
changes.
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Ms. Warren noted the Coventry CareLink Plans are through Duke providers for in-network
services.

Jan-15

County Health Insurance
Coventry CareLink Plans
® Only offered as Fully insured;

= Reduces cost of chronic conditions;

*Employee must elect primary care physician; Providers in Person, Alamance,
Orange, Durham, Granville, Vance, Wake counties;

=Care Coordinator assigned at Primary Care Practice;
=10% savings compared to traditional PPO plan
= Approximate cost for Employee only: $530.99

County Health Insurance
Self-Funded

= 8% savings from a fully insured plan due to NOT
having to pay carrier profits, Affordable Care Act
health insurance industry fee, and premium tax.

D ——

The Coventry Self-Funded plan is a traditional PPO requiring more administration by
county staff to educate employees and manage costs. Ms. Warren stated no additional staff would
be needed to take on the Self-Funded plan. County Manager, Heidi York stated the projected 8%
savings is a very conservative number.
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Commissioner Newell asked about the start-up fund. Ms. Warren noted the insurance
broker did not answer their questions however staff anticipated between $200,000-$250,000.

Jan-15

Hiring Freeze/New Positions

Current Vacant Full-Time Positions:
GIS Department - GIS Manager
Health Department — Public Health Nurse Il
Public Health Nurse 1ll/Home, Health and Hospice

Total Number of Full Time Employees: 408
Average Salary: $38,071

Average Costs of Benefits per Employee: $1,903 for 401K
$6,488 Health, Dental & Life Insurance

Turnover Rate: 8%
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Ms. York asked the Board members to complete the straw poll related to Workforce
Impacts:

Wark force Survey

1.Do you want ©o implement the following fems inthe FY16 budges?

Yes Ne

1o pbe smcn t
[Spri mgate d Study
5227 868)

Fulh o mred = -
program (10%-16% O C
(-

[Seif- fun dod
linsur an ce program
S imer case)

No e w positions

N O

O O
(

Hirisg frecae

Chairman Puryear requested the Board to consider hearing the Sheriff’s request to allow
staff time to compile the survey results. It was the consensus of the Board for Sheriff Dewey Jones
to present his request:

GOVERNOR CRIME COMMISSION GRANT FOR 2015-2016:

Sheriff Dewey Jones requested Board approval for the Sheriff’s Office to pursue a grant in
the amount of $15,000 with a 25% match that would be funded with asset forfeiture funds. The
grant funding will be used for body cameras and other equipment. Sheriff Jones noted the deadline
to submit the grant is January 31, 2015 which necessitated Board action at the retreat.

A motion was made by Vice Chairman Newell and carried 5-0 to approve the Sheriff’s

Office to proceed to write a $15,000 Governor Crime Commission Grant in the amount of $15,000
with a 25% match that would be funded with asset forfeiture funds.
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BUDGET PRIORITIES:

County Manager, Heidi York asked the Board to complete a non-binding ranking survey
based on the aggregate results of the earlier straw polls. Assistant County Manager, Sybil Tate
stated the items in the ranking survey were items that received at least three straw poll votes.

Q1 Please rank the following items:

Answered: 5 Skipped: 0

Maintain the i
tax rate, no... |

Senior Center
(~$1M)

Public Safety
‘ommunicatio...

Self-funded
(7% increase)

Reduce Fund
Balance...

Increase PCS
funding

Ho new
positions

Roofing
projects...

Hiring freeze

Hold PCC
funding flat

Recreation

Center (~$6M)
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An illustrated example using the calculator tool with the noted priorities showed the
following:

Debt
Senior Center $47,143
Rec Center $282,857
Communication System $235,000
Roofing $90,000
Self-Funded Insurance $218.921
Total Debt $873,921

Ms. York stated the take-away from the calculator tool is that the upcoming budget process,
based on the priorities outlined, is almost $1M over from a balanced budget. Ms. York thanked the
Board for participating in the straw poll and ranking survey noting the benefits of the Board setting
priorities that provides staff direction in working on the recommended budget.

As a follow-up to the local and state trends presentation, Commissioner Jeffers commented
on the need for Person County to update its Strategic Plan. Chairman Puryear suggested staff
reviewing the last two Strategic Plans, incorporating the Future’s Plan into the concept and
prioritizing by cost. Chairman Puryear asked for an organizational plan with potential committee
members. Assistant County Manager, Sybil Tate asked the Board if the focus should be economic
development or community development or as broad as the Future’s Plan. It was the consensus of
the Board to have a more traditional plan focusing on economic development.

Commissioner Kendrick stated his desire to discuss the Senior Center noting he and other
commissioners have visited the group home space located at 202 S. Main Street. After speaking
with the group home director, David Forsythe, Commissioner Kendrick stated there was an option
for the Senior Center to be temporarily housed at no cost. Commissioner Kendrick asked the Board
for approval to proceed with conversations with Mr. Forsythe related to terms and conditions using
the Person County Group Homes space.

Commissioner Jeffers and Ms. York stated the decision for the location of the senior center
ultimately is the decision of the Kerr Tar non-profit noting the Board could make suggestions as
was done in the past. Commissioner Clayton stated he has requested Diane Cox, Executive Director
of Kerr Tar to visit the group home site.

A motion was made by Commissioner Kendrick and carried 5-0 to recommend to the

Kerr Tar Council of Government to temporarily locate the Senior Center, with David Forsythe’s
approval, in the group home space until a full-time location is worked out.
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CLOSING REMARKS & EVALUATION:

Chairman Puryear and County Manager, Heidi York announced the Board would be
meeting jointly with Roxboro City Council on February 5,2015. It was the consensus of the Board
to offer the City Council the meeting time at 5:30 pm. Chairman Puryear asked the Board to be
thinking of any ideas for a permanent solution for the Senior Center working in partnership with
City Council. Chairman Puryear thanked the Board members for their initiation to go out and visit
sites for this purpose.

Chairman Puryear asked Board members to complete the retreat evaluation and return to
the County Manager.

ADJOURNMENT:
A motion was made by Commissioner Kendrick and carried 5-0 to adjourn the meeting
at 4:38 pm.

Brenda B. Reaves Kyle W. Puryear
Clerk to the Board Chairman
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