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FINAL BUDGET
HART COUNTY GOVERNMENT FY11 BUDGET 
For the Period 10/1/10-9/30-11
Includes General Fund and Special Revenue Funds
Jon Caime

Hart County Administrator
General Discussion FY11:

This is a detailed spending plan for the FY11 Hart County Government starting October 1, 2010 and ending September 30, 2011.  This final budget does not include any backup information provided by the departments requesting funding (this information is available in the first draft budget).  In addition the first draft budget includes rolling five year capital replacement plans that are utilized to develop the budgets for capital that is replaced on a regular basis such as sheriff cars and EMS vehicles. 

A continuation of the overall USA economic conditions has made projecting our economic situation very challenging for FY11.  In addition, the tax assessment revaluation has resulted in delays of the final tax digest for the past two years.  

The first draft budget presented to the Hart County Board of Commissioners (BOC) had General Fund (GF) expenditures in excess of GF revenues of approximately $1,900,000.  Through months of budget development the Hart County Board of Commissioners had reduced the deficit to approximately $232,000 through spending cuts and temporary shifting of expenses to the Insurance Premium Special Revenue fund.  The remaining potential deficit may be funded through increases in revenues, spending below budget, or may result in further degradation of the GF fund balance.

Personnel Expenses FY11

No additional personnel have been added to the general fund budget.  Approximately 80% of the total spending of the General Fund budget is directly related to personnel compensation, (including wages, health insurance, workman’s comp, etc...).  In some departments this percentage is even higher for example Probate court personnel expenses are 97% of the total operational costs of that department, the Board of Commissioners operational costs are 95% personnel, Magistrate Court and EMS 93%,  Sheriff 86%, Roads & Jail 73%.  

No COLA (cost of living) increase has been granted to our wages for three fiscal years. Combining the stagnant with actual CPI since 2006 has had a net 6% reduction in compensation inflation adjusted since 2006.  For example $1 in wages in October 2006 has deflated to $0.94 in wages (after inflation) in October 2010.

Millage Rate & Property Tax Revenues:

This coming fiscal year will probably be one of the most difficult years for adoption of tax millages.  Currently the 2009 tax millage rate adoption is pending the completion of the BOA contract revaluation and the BOA has given no indication of when the final 2009 digest will be ready. Therefore the Hart County BOC had no choice but issue a temporary collection for tax year 2010 (the second year in a row that this has been required).
If the 2009 tax digest is finalized in 2011, the BOC will then be able to set the millage rate for the 2009 digest.  However the 2009 digest is based on 2008 and earlier sales which for the most part may not take into consideration the recessionary effects on the economy which occurred in later 2008.  The Hart County BOC must have a good understanding of the 2010 digest upon adoption of the 2009 millage rates.  If a rollback of the millage rate does occur in for tax year 2009 due to the increased values of the digest, a subsequent increase in millage rate may be required in 2010.
The 2010 digest will most likely have recessionary effects (if any) as a part of the values.  If a decline in values does occur in the 2010 digest an increase in millage rate may be required in order to remain revenue neutral.  Changes in State Law will have additional impacts on the 2010 tax digest.  Additional impacts from State Law changes will impact the 2011 tax digest.  
From the taxpayer perspective 2011 may be very confusing and difficult.  Taxpayers have already received a temporary collection bill for 2010.  If the BOA completes the 2009 tax digest and the 2010 tax digest in 2011, the Hart County taxpayer may receive a corrected 2009 permanent bill owing more money in taxes for 2009 (some may receive a refund and some may receive nothing).   Once the 2009 final digest is complete, a reassessment notice for 2010 will be sent out.  Following that reassessment notice and upon completion of the 2010 tax digest, a final billing for 2010 will occur (some may receive a refund and some may receive nothing).   Following that a 2011 tax year assessment notice will be mailed out followed by a 2011 permanent bill. If the BOA does not complete the 2009 digest in calendar year 2011 then the whole process would move forward to the following tax year and a temporary bill would need to be again issued in 2011.
For those taxpayers that have an increase in value above any rollback in millage rate that is applied may be faced with two years of back taxes owed and an increased tax bill for 2011.  In some situations this increased tax liability may be a large financial burden.

To recap what might potentially be received in the mailbox of the taxpayers:

1.  Temporary Tax bill for 2010: Currently mailed out.
2.  Final Tax bill for 2009: First Quarter 2011?

3.  Revaluation Notice for 2010: First Quarter 2011?

4.  Final Tax bill for 2010: Second Quarter 2011?

5.  Revaluation Notice for 2011:  Second Quarter 2011

6.  Tax Bill for 2011:  Last Quarter 2011

Currently we are under a temporary collection order based on the 2008 digest and millage.  The Hart County Board of Commissioners lowered the millage rate slightly for the 2008 tax year (in compliance with the Taxpayers Bill of Rights law in Georgia) which marked the seventh year in row that the Board has lowered the millage rate with a total millage reduction of 28% over six years.  Over that seven year period Hart County has progressively moved up the ranks in the State and maintains the lowest unincorporated millage rate in the State of Georgia out of 159 Georgia Counties.   

For some time there has been accusation of a “flawed” tax digest and at least two independent evaluations have concurred with this conclusion (GA Department of Revenue (DOR) “Peer Review 2004” and Governor directed DOR audit of 2007).  In response to this BOA has chosen to contract out a significant amount of work.  The Hart County Board of Commissioners (BOC) have invested heavily in the tax assessors office, doubled the staffing levels, invested in one time capital for updating the tax maps (BOA tax mapping project), and funded the BOA contract revaluation which began in FY09.  It is estimated that the net cost for this work (not including the increase in manpower and training for the office) may surpass $1,700,000 by the end of FY11.  Currently Hart County is under a Consent Order with the State of Georgia to correct deficiencies with our tax assessment.
Prior to FY11 the Hart County BOC paid for the cost of the tax digest work using GF fund balance (FB) which is estimated to have cost about $1,300,000 or about 40% of the GF FB cash reserves.  This has drained the County’s GF FB to a level that is estimated to be below the lower cash threshold of 20% (3 months) currently estimated at the end of FY10.  
There are two significant sources of GF revenues that account for a majority of the GF revenues, LOST sales taxes (25-30% of GF revenues) and property taxes (35-40% of GF revenues).  Both of these significant revenue sources show signs of weakness in FY10 which should be expected to continue through FY11.

Millage Adoption Schedule (potential scenario):

UPON FINALIZATION OF 2009 DIGEST (May not occur in 2011):

Millage Adoption-3 weeks:  Public Notice of Millage History published; Press Release on Tax Increase published*; Public Notice of Tax Increase Public Hearings published*

Millage Adoption- 2 weeks): 2nd Public Notice of Tax Increase Public Hearings published*; 1st Public Hearing on Tax Increase*,2nd Public Hearing on Tax Increase*

Millage Adoption minus 1 week : 3rd Public Hearing Tax Increase*,  

Millage Adoption: Final approval of millage rates by BOC, Tax Commissioner Issues Bills or Refunds

Items shown with * will only be necessary if there is a “Tax Increase” as defined in the Tax Payers Bill of Rights
UPON FINALIZATION OF 2010 DIGEST (Should Commence Upon Completion of 2009 Digest):

Millage Adoption-3 weeks:  Public Notice of Millage History published; Press Release on Tax Increase published*; Public Notice of Tax Increase Public Hearings published*

Millage Adoption- 2 weeks): 2nd Public Notice of Tax Increase Public Hearings published*; 1st Public Hearing on Tax Increase*,2nd Public Hearing on Tax Increase*

Millage Adoption minus 1 week : 3rd Public Hearing Tax Increase*,  

Millage Adoption: Final approval of millage rates by BOC, Tax Commissioner Issues Bills or Refunds

General Fund FY09 (Audited results):  

We had budgeted for a $1.4M deficit in FY09 for one time capital such as completion of the sheriff’s office and the BOA tax digest project.  No O&M deficit was budgeted or occurred in FY09.  The Hart County BOC took a proactive response to the downturn in the economy in February 2009 by making almost $260,000 in spending cuts for the remainder of FY09.  The actual deficit was cut in half to approximately $700,000 the bulk of which (79%) came from the BOA project.  One time capital of $1.34M was spent in FY09. A shifting of almost $540,000 in road department wages from the GF to the 203 Insurance Premium fund helped to fund the one time capital.
There was an approximately 15% decrease in sales tax revenues ($500,000 less than budgeted) in FY09 following a 4% the prior fiscal year.  Other revenue sources were also weaker in FY09 with less revenue from real estate related fees, interest, general property tax revenues and a variety of other revenues.   We also had increased expenses as the State and other agencies cut their funding and pass those unfunded mandates on to the local government.  At the same time the State Legislature enacted legislation that affected other revenues and expenses.  

General Fund FY10 (Pre Audit):  

FY10 was a very difficult year financially for most governments including Hart County.  Our planning was that optimistically we would have flat revenues (no additional decline in revenues on top of the 4% and 3% decline for FY08 and FY09 respectively).  On the expense side we cut all non essential spending, halted any new capital projects, and temporarily shifted some GF to special revenue fund accounts that had surplus reserves.  

The final FY10 expenses budget was $9,299,583 with budgeted revenues at $8,577,840 for a potential deficit of $721,743. The only one time capital budgeted was for the tax assessors project which would account for 76% of the budgeted deficit. A shifting of $635,429 in road department wages from the GF to the 203 Insurance Premium occurred in FY10.
Revenues continued their decline for the third fiscal year in a row and are currently projected to be 1.7% less than FY09.  This was a decline of 8.7% in GF revenues from the peak in FY07 or almost $829,000 drop in revenues.  A bright spot was the LOST sales tax revenues which are projected to be 14% higher (approximately $265,000) than FY09.  Even with an increase in sales tax revenues we are projecting a decline in overall revenues of 1.7% for FY10 generally spread among numerous revenue sources.  Property tax revenues are not final due to the delay in the final digest.
The GF expenses have also declined in parallel with the decline in revenues for the third fiscal year in a row and are currently projected to be 2.9% less than FY09.  This was a decline of 7.9% in GF expenses from the peak in FY07 although this is somewhat misleading because of a temporary shift of some GF expenses to SR funds beginning in FY09 ($635,000). 

Projected FY10 Revenues:
$8,743,692
Projected FY10 Expenses:
$9,465,380
Projected FY10 Deficit:
   $721,688
Budgeted FY10 Deficit:
   $721,743
Estimated actual FY10 One Time Capital Spending: $613,100 (Primarily all for the BOA office).  Therefore some O&M (structural) budget deficit occurred in FY10.  This structural deficit may be able to be corrected with the finalization of the 2010 digest or may be postponed until the 2011 (current digest) is completed.
GF Fund Balance (FB):
The GF FB is a reserve account that is necessary to ensure we have enough cash to continue operations during the fiscal year and to carry the county through emergency situations.  The GF FB grows when we generate more revenue than expenditures.  A target FB should be 25-50%.  

In 2006, Hart County had a GF FB of approximately 70% (peak) and growing despite the fact that the Hart County BOC continuously rolled back the tax millage each year.  Therefore the BOC decided to start spending some of that fund balance to pay for a much needed capital project to relieve overcrowding at the Jail and the Courthouse by constructing two new buildings.  

With the recent decline in revenues combined with the unplanned use of GF FB to cover the costs for the BOA revaluation, the fund balance has been drawn down to a point where it should not be relied upon to pay for future deficits.  The preAP/AR GF FB is estimated to be 34% of GF expenditures however the cash fund balance is down to 18%.  The difference in the cash vs. the FB is through receivables which are expected to be turned into cash at some point in the future but are not available as cash now.  The 18% GF FB could equate to only two months of operations.   (see attached charts)
Audit FY09;

Cash:



$2,214,014

Receivables (not cash):
$1,488,750

Other Adjustments:

($540,956)

Due from other Funds:
$1,000,000

GF FB:
$4,414,929 (not cash)
% of GF Expenses Total:
50%

% of GF Expenses (Cash):
25%
Projected FY10;

Cash:



$1,664,014

Receivables (not cash):
$1,500,000 (guess)

Due from other Funds:
$              0

GF FB:
$3,164,014 (not cash)
% of GF Expenses Total:
34%

% of GF Expenses (Cash):
18%
General Fund Balance uses:
FY07 ($515,000): BOA mapping, library (expenses above grant revenues), and the new governmental office campus

FY08 ($800,000): O&M ($300,000), BOA mapping ($80,000), new governmental office campus ($220,000)

FY09 ($680,000): BOA revaluation ($552,000), Sheriff Office ($128,000) 

FY10 ($550,000): BOA revaluation  
Notes of Interest, Special Revenue Funds:

 FUND 203 (Insurance Premium Fund):  Solid waste expenses had been transferred to the Solid Waste Enterprise fund in prior fiscal years and are proposed to continue funding solid waste operations for FY11.  However the 540 account needs to maintain a healthy reserve (see 540 account for more discussion on this matter).  Future reversal of the shift from 203 to 540 for some solid waste operations may potentially be required in FY12.  There is no advisable fund balance minimum for the 203 account.  For the past three fiscal years (FY09-11), the budget postponed a millage increase for GF O&M by drawing on the insurance premium funds to fund a large portion of the road department wages.  

FUND 204 Jail Operations Fund: This account is from court generated revenues to help offset the cost of operating our Jail.  This fund was used to provide a temporary expense release from the General fund in FY10.  The FB for this account is expected to be drawn down to a minimum whereby some FY11 jail expenses have been shifted back to the GF.  

FUND 215 (E911 Fund):  A fund balance trigger of $300,000 is recommended as a minimum reserve to cover an unforeseen emergency capital replacement needs however this fund continues to remain stable.

FUND 322 (SPLOST II Fund):  This Sales Tax expired in FY06.  All entities other than the City of Hartwell water funds are expected to have received 100% of their legally required SPLOST II allotment by the end of FY08 however any unused allotment will be carried forward to FY09.   Unallocated funds are expected to be available for expenditure beyond FY08.  These funds are primarily from interest drawn on investment of SPLOST tax revenues prior to expenditure.  Administrator has recommended and the BOC has approved, allocation of these funds to roads infrastructure due to the under funding of road infrastructure needs in the current SPLOST III. 

FUND 323 (SPLOST III Fund):  This sales tax began in FY06.  The Hart County Board of Commissioners decided to advance funding for various capital projects from the General Fund undesignated, unreserved fund balance.  $2.1M was borrowed from the General Fund FB for FY06 fire, roads, and recreation capital expenditures and all of the $2.1M has been repaid.  FY11 will be the last full fiscal year for SPLOST III.  The voters have voted to extend this sales tax starting in May 2012 (SPLOST IV).
SPLOST III allocated more revenues to the City of Hartwell.  As a result of this, the BOC had to reduce funding somewhere else so roads were under funded.  The plan was that all excess revenues beyond the conservative $15.6M for the 6 year SPLOST would be allocated to roads.  However the recession has had a great impact on SPLOST revenue and as a result no road funding is projected to be available in SPLOST III.  A revised public works road plan has been developed to account for minimal road capital spending for FY11.  Funds allocated from SPLOST III for FY11 that are in excess of reserves available will have to be repaid in FY12 upon implementation of SPLOST IV.  Road infrastructure will be stabilized in FY11 through low cost stabilization methods in order to maintain the infrastructure. 

FUND 540 (Solid Waste Enterprise Fund):  This fund is generated through fees charged for waste disposal and from revenues generated from the sale of recyclable materials.  A reserve is needed for continued funding of liabilities associated with the closed landfill although there is no way to adequately assess what the long term liabilities will be.  Projects required to be funded in FY11 will depend on the mandates of the GA EPD and have not been finalized.  The budget will be amended as these projects are finalized and approved by the EPD. 

Solid Waste had been subsidized through the 203 fund (insurance premium) although expenses had been completely transferred to the 540 account in FY08, FY09, and FY10.  Subsidization of the 540 account through the 203 account has allowed a fund balance to accumulate in the 540 account to cover future potential liabilities. The fund balance dropped $410,000 in FY08 due to investments in the old landfill and the shifting of all solid waste expenses from the 203 account to this solid waste fund.  In FY09 the fund balance dropped another $220,000.  Current estimates are that the fund balance may drop an additional $450,000 in FY10.  The 540 account may drop an additional $220,000 in FY11 as proposed in the first draft FY11 budget.  FY12 may require that some expenses from this fund be shifted back to the 203 account if FY10 & 11 draw the FB of this account as currently estimated or the County risks have too low of a reserve for future landfill liabilities.

Budget Charts:

Several charts are included in this budget for visual representation of the key data:

FY11 General Fund Expense Breakdown Pie Chart:
This chart graphically shows where the general fund expenses for FY10 are categorically.  It is clear from this chart that most of the GF spending is in the category of public safety (Sheriff, Jail, EMS etc..) at 49% of the total expenditures.   

General Fund Budgets Bar Chart:

This chart shows the comparison of General Fund Budgets of the surrounding counties.  This chart shows that Hart County continues to have one of the lowest GF budgets in the area.
GF Expenditures Per Capita Chart:

This bar chart shows the comparison of General Fund expenditures per person of the surrounding counties.  This chart shows that Hart County continues to have one of the lowest GF expenditures per person (capita) in the area indicating that we are operating at the most efficient use of GF revenues compared to surrounding counties.
GF Revenue History Bar Chart:  

This shows the recent historical GF total revenues.   From this chart it can be seen that historically the GF revenues had reliably increased however the recent recession has taken a toll on revenues.  FY08 had the first decreased GF revenues in the past 10 years.  The decline in revenues continued in FY09, FY10 and is projected to also occur in FY11.
Change in Revenue from Prior Year (%)& Change in Revenue from Prior Year ($):
These bar charts illustrate the change in GF revenues from one fiscal year to the next.  From these charts it can be visually observed that the change in revenue from one year to the next is erratic and not predictable.  These charts also illustrate that for the first time in 10 years we may have witnessed a decrease in revenues from one fiscal year to the next (FY08, 09, 10 & 11).
Revenue Sources 
The pie chart is a breakdown of where the revenues are coming from for all funds.  SPLOST sales taxes and LOST sales taxes account for 34% of total revenues in FY11.  These sales taxes are a very significant portion of the revenue sources for Hart County and unfortunately have a direct correlation with the overall economy.

This chart also shows that Hart County has a healthy mix of revenue sources.  If one section of the pie chart (or one revenue source) was the source of an overly large percentage of the revenue, that may indicate an over-reliance on a particular revenue source.  If that revenue source was to have problems then the cash flow of the General Fund could have problems.  

In addition, this pie chart shows that we do not rely heavily on property taxes as our primary means of revenue.  This proves that the burden of funding the local governmental operations and projects is not solely on the revenue from property taxes and is more evenly spread among other users.

Millage Equivalent
This bar chart further emphasizes the importance of the local sales taxes.  Property tax revenues are generated from a 4.26 mill assessment on property values.  The equivalent millage associated with the revenues from the SPLOST sales taxes is 2.38 (a drop from the 2.78 mills equivalent in FY10).  Therefore to have the same amount of revenue as the revenue to be spent in the FY08 budget from the SPLOST sales taxes the Hart County Board of Commissioners would have to raise the millage by 2.38 mills, or 56%.  In addition, the LOST sales tax is a direct offset to the property tax millage.  This sales tax is used solely to fund general fund operations and directly offsets the property tax millage.  The equivalent millage from LOST revenues is 2.35.  If the LOST sales tax was not in place in Hart County, our property tax millage would increase by approximately 55%.  

Similar figures are illustrated in this chart to show the equivalent millage that would be required if the other non-property tax revenues were not available as revenue sources.  

Value Equivalents $100,000 House  

This bar chart is third way to show the value (equivalent to a property tax bill) of the various revenues sources.  For example property taxes generate $171 per $100,000 in property value.  If the LOST sales tax were not in place the owner of the same $100,000 would have to pay $94 additional dollars in property taxes.  Similar values are given for the other non-property tax revenue sources.  

10 Millage Rate- Local Comparison:  

This bar chart shows the local comparison of 10 adjacent counties shows that in the Hart County’s unincorporated millage rate was significantly lower than our surrounding counties.  Hart County has the lowest unincorporated millage rate in the State of Georgia out of 159 GA counties.

Hart Co. Unincorporated Millage Rate:  This chart shows the historical unincorporated millage rate in Hart County.  The tax millage rate was last raised in tax year 2001 (FY02) however since that time the tax millage rate has been decreased 28% and Hart County has progressive risen in the ranks to the lowest unincorporated millage rate in the State of Georgia.  The 2009 and 2010 millage rates are the same as the 2008 rate because we have not had a final 2009 tax digest.  
GF FB as a % of GF Expenses:
This chart shows the total GF FB as a percentage of O&M (no large capital) expenses for that fiscal year.  A target range of 25-50% reserves is the goal.  It is important to note that this is not just cash and includes non-liquid, non-cash items and that 2010 is estimated.  The 2010 estimated value shows a steep drop in reserves and must be monitored so that the balance remains healthy.    

GF FB Cash as a % of GF Expenses:
This chart shows the available cash from our GF FB as a percentage of expenses for that fiscal year.  A target minimum of 20-25% cash reserves is highly recommended to ensure a positive cash flow and to account for unforeseen emergencies that may arise during the fiscal year.  A 25% cash reserve would indicate that we could operate our government for 3 months at full spending without a single revenue. The fund balance cash estimate for 2010 is estimated but shows that we may have potentially dropped below the lower threshold for cash reserves.  
Related Long Range Plans and Studies are a Part of this Spending Plan
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[image: image3.emf]GF Expenditures Per Capita
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[image: image10.emf]09 County Tax Millage Rates- Local Comparisons 
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[image: image13.emf]GF FB Cash as % of GF Expenses-Exclusive of One Time Capital
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