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FINAL BUDGET
HART COUNTY GOVERNMENT FY12 BUDGET 
For the Period 10/1/11-9/30-12
Includes General Fund and Special Revenue Funds
Jon Caime

Hart County Administrator

General Discussion :
This is a final detailed spending plan for the FY12 Hart County Government starting October 1, 2011 and ending September 30, 2012.  A previous draft of this budget included any backup information provided by the departments requesting funding.  In addition the first draft included rolling five year capital replacement plans that are utilized to develop these budgets for capital that is replaced on a regular basis such as sheriff cars and EMS vehicles.   
As projected, the general trend in the overall Hart County economic condition in FY11 has been stabilization in comparison to FY10  (not getting worse, nor improving significantly).  This stabilization from FY11 to FY12 (essentially similar revenue generation as FY10) is proposed for FY12. However several unique situations are occurring (or have occurred) in the current fiscal year that will require some guesswork for budgeting revenues in FY12.  The largest factor is that the County is currently three years behind in developing a final tax digest and millage.  The variability of sales tax revenues compounds this problem when estimating revenues for FY12 as sales tax revenues have been erratic during the contemporary economic conditions.  
The focus of the budget adoption was therefore on minimizing expenses wherever possible.  GF revenues have been budgeted at approximately $8.9M with GF expenditures at $8.9M.  The net result is about 1% higher spending than FY11 in GF.  Additional spending and revenues are accounted for in several special revenue funds (SR).  
Hart County continues to operate at an extremely efficient rate in comparison with surrounding counties and for several years has enjoyed the lowest millage rate in the State of Georgia.
Millage Rate & Property Tax Revenues:

This coming fiscal year will be one of the most difficult years for adoption of millages.  Currently the County is three years behind on tax digests.  A County wide revaluation of real property took place for the 2009 tax digest and approximately 4,800 appeals cases filed on this 2009 digest in April of 2010.  The County is under a consent order with the Georgia Department of Revenue (DOR) requiring several milestones be reached to bring the tax digests up to date.  

With changes in State law, Hart County was required to adopt a final millage for the 2009 digest now (December 2011) although there are several hundred appeal cases and numerous unknown errors (due to poor management in the past) in the current 2009 digest.  With all the unknowns associated with the current “final” 2009 tax digest the BOC and the Board of Education (BOE) have adopted final millages for the 2009 digest that are the same as the 2008 millage rates.  
A temporary collection of taxes for 2011 (the third temporary collection in the past three years) is currently underway (December 2011) and is taking place at the same time the “final” millage is adopted on the 2009 digest.  This is resulting in confusion as these two issues are not related but are occurring at the same time.  The temporary 2011 collection will be done based on the 2009 digest as opposed to the 2010 and 2009 temporary digests which were based on the pre-countywide revaluation 2008 digest.  Therefore the 2011 temporary billing may result in an increased tax bill for some taxpayers.  This increase may be offset in the future by a refund when the final 2011 digest is completed.
It is anticipated that the 2010 and 2011 tax assessment notices will be sent out at about the same time, at some point in 2012.  Current changes in tax assessment laws will require the BOA notices to include an estimate of taxes owed on these new notices.  This will result in further confusion to the taxpayers who may not be able to differentiate a tax assessment notice from a tax bill. 
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 2010 digest will most likely have recessionary effects (if any) as a part of the values which will result in a decline in digest value.  A preliminary study of a comparison of all the actual sales that took place in 2010 with the tax assessed values currently listed on our tax assessment database indicate that the 2011 digest will be lower in value than the current (2009) digest.  Therefore it is anticipated that the 2010 digest will lose value over the 2009 digest and the 2011 digest may lose value over the 2010 digest.  It is important to note that this is just a very rough analysis that is useful in only analyzing potential trends for the 2011digest.  
A plan of action has been developed to manage the digest billing corrections and tax assessments for 2012 to simplify the process, minimize confusion, and be cost effective.  Upon 2009 digest DOR approval for billing we will place the 2009 corrective final billing  on hold.  The 2010 tax assessment notices will be mailed out as required by law and may be combined with the 2011 tax assessment notices with a plan of action that no tax billing on real property will take place while tax assessment notices are in the 45 day appeal process.  This will minimize tax payer confusion between tax assessment notices and tax bills.   We will then need to move forward with the processing of the 2010 digest (appeals, local approval, DOR approval). Upon 2010 digest DOR approval for billing we will place the 2010 final billing on hold.  The same process will take place on finalization of the 2011 digest (appeals, local approval, DOR approval). 

The County is hopeful that the 2012 digest will take place in calendar year 2012 and no temporary collection will be required but at this point it is too early to tell if this will be feasible.  At some point the final billing for the 2009, 2010, and 2011 digests will take place.  This billing is proposed to take place at the same time so that the taxpayers that owe money will receive three bills at once.  Refunds will also be issued at that time.  Taxpayers that meet the lower threshold set in the temporary collection will not receive a bill. For the tax payers it will drastically simplify their billings and notices and minimize confusion.  
General Fund FY10 (Audited results):  

FY10 Expenses were budgeted at $9,084,759 with budgeted revenues at $8,577,840 for a potential deficit of $506,919.  No O&M deficit was budgeted.  The only one time capital budgeted was for the tax assessors revaluation which would entirely account for the budgeted deficit. A shifting of $635,429 in road department wages from the GF to the 203 Insurance Premium fund took place in FY10. Actual FY10 GF Expenses were $9,281,070 and actual revenues $9,083,272 for a deficit of $197,798 with the entire deficit accounted for in one time capital for the tax assessor’s project.  GF Revenues decreased 4.2% from FY07 to FY08 due to the recession and another decrease of 3.1% from FY08 to FY09.  From FY09 to FY10 revenues increased 2.6%.  
START
General Fund FY11 (Audited Results):  

FY11 Expenses are budgeted at $8,793,699 with budgeted revenues at $8,666,065 for a potential deficit of $127,634 although no deficit is expected to materialize. A shifting of $647,075 in road department wages from the GF to the 203 Insurance Premium fund is budgeted for FY11.

Surplus/Deficit Report (Audited Results):  

With three temporary tax collections during one of the toughest economic climates in recent history, there has been quite a bit of confusion on the status of the local government’s financial condition.   With fund balances in several funds the County chose to shift spending around in order to avoid a millage increase.  

In FY09 the GF ran a deficit of $677,522 and most of the primary special revenue funds also ran a deficit for a net deficit of approximately $911,000 for all account in FY09.  In FY10 the GF ran a deficit of $197,798 and most of the primary special revenue funds also ran a deficit for a net deficit of approximately $651,472 for all account in FY10.  In FY11 the GF ran a surplus of $188,252 while most of the primary special revenue funds ran a deficit for a net deficit of approximately $448,645 for all account in FY11.
While the FY11 GF showed an accounting “surplus” spending shifts of GF expenditures to the SR funds resulted in a deficit for FY11.  In addition the overall deficit for the FY09-F11 period is estimated to be over $2,000,000.  Determining what millage to set for the final 2010, 2011 and 2012 digests to “catch up” on the delayed tax digests must take into consideration the overall financial conditions during this time period.  
FY12 DISCUSSION:
The FY12 GF expenses are budgeted at $9,912,693 with revenues budgeted at $8,906,845.  Minimal capital expense has been placed in the GF budget and no new employees have been added. 
A detailed analysis of GF revenues from 1999 to 2010 has been done to indicate trends in an attempt to give a better estimate of the potential GF revenues for FY12 (see chart entitled “GF Rev Source Trends”). The largest source of GF revenue comes from taxes (primarily property taxes) which account for 60% of the GF revenues in 1999 but has been steadily decreasing to approximately 52% of the GF income today.  LOST sales taxes are the second largest single GF revenue accounting for approximately 25% of our GF revenues   Variable sales tax income dependent on the overall economic conditions make this source of income an unstable source however the percentage of GF income associated with the LOST sales taxes is relatively stable.  
Grants account for a small portion of the GF revenues (most grants are capital grants that are not accounted for in GF).  Grants are about 3-4% of the GF revenues in the past few years.  Other various miscellaneous revenues are about 10% of the GF revenue sources.  A final category of GF revenues are Fees charged for services which has grown from 7% of GF revenues to 12% today.  This source of revenue has been increasing in percentage as the Hart County BOC has made more of an emphasis on pay for services where individuals who gain from those services carry more of the cost of those services.  Therefore for the most part the percentage of GF revenues from each source is relatively stable with the exception of general taxes (trending to decrease or less reliance on property taxes) and fees (trending to increase or my reliance on “pay for services”).

Even though the LOST sales taxes are stable as a percentage of the overall GF revenues they appear to be a good indicator of overall GF revenues for the past few years.  A line graph is presented showing the LOST sales taxes versus the GF revenue trends.  This is a trend only chart but it does indicate that LOST sales taxes and GF overall revenues since 2006 may indicate the trend for GF revenues is similar to the trend for overall GF revenues.  For FY11 the current projection is that LOST sales taxes will be the same as FY10.  This may indicate that we could expect FY11 overall GF revenues to be the same as FY10.  Overall economic conditions indicate that the overall economy has stabilized.  Therefore the first draft budget assumes that FY12 GF revenues may be the same as FY11 at approximately $9,100,000.
· Capital:  

1. 21800 COC file system and fixtures



$9,600
2. 33000 Sheriff Vehicles





$58,000
3. 36000 EMS vehicles, equipment




$120,000
· Shift Road Wages to 203 Insurance Premium Fund (see 203 Fund discussion below).  A shift of $640,000 is proposed again this year as we continue to sort through the tax digest issues and weather a tough overall economy.  This would mark the fourth year in a row we have relied on this fund to supplement GF expenditures.  This is an equivalent 0.660 mills in property taxes.  The transfer of expenses to the 203 fund has drawn down the reserves of this fund from a peak of $1,300,000 (FY09) to an potential $762,000 at the end of FY12.  There is no need for a set fund balance minimum in this account other than to keep the 540 fund balance healthy (see 540 account discussion below) however continual deficit spending from this account will eventual lead to a shifting of expenses back to general fund which may result in a substantial increase in property taxes.  
· Personnel Expenses:  The current budget does not include additional personnel that were not budgeted in FY11. A 2.5% COLA has been included in the wage figures (other than the State wages Judges, Sheriff etc, where the State will mandate a COLA if they do) due to the fact the current CPI (inflation) is 3.2% since april 2010.  A chart is included below that  (last time a COLA was applied to wages).  Health insurance has been estimated based on historical data however this assumption may be too low.  Approximately $7,000,000 (70%+) of the General Fund budget is directly related to personnel compensation, (including wages, health insurance, workman’s comp, etc...).  To make effective deeper budget expense cuts a cut in personnel expenses will be required.     

· Personnel Expenses COLA:  The current budget includes a 2.5% COLA in the wage figures (other than the State wages Judges, Sheriff etc, where the State will mandate a COLA if they do) due to the fact the current CPI (inflation) is 3.2% since April 2010.  The last time a COLA was applied to wages was 5 years ago in FY07.  Since that time inflation has gone up by 8.8%.  Therefore $1 in wages in FY07 is similar to $0.92 in wages today (a decrease in wages).  It is important to note that a COLA is not a “raise” but rather an increase in wages to keep pace with inflation. If inflation was stay at 0% for the next 17 months the wages received by Hart County employees would have decreased by 9% during this past 5 year period due to inflation.  More than likely the wages will decrease even more due to an increased inflation over the next 17 month period. A chart is included below that illustrates the decrease in wages due to inflation since FY07 (last time a COLA was applied to wages).  The total dollar value of a 2.5% COLA is approximately $105,000 in GF and $15,000 in the SR funds.
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GF Fund Balance (FB):
Our undesignated, unreserved fund balance for the end of FY03 (start of FY04) was $4,491,100.  That fund balance grew 46% and was $6,344,120 (end of FY06 start of FY07).  At the peak in FY06 the GF FB was 70% of that year’s GF expenses which could be deemed excessive reserves.  Therefore, as planned, the GF FB retracted in FY07, FY08 and FY09 to pay for one time capital for the Sheriffs Office and Library (FY07).  Planned utilization of GF FB for one time capital needs when excess reserves exist is sound financial management.

GF FB was also utilized in FY08 for a potential O&M deficit that was not expected to materialize when the budget was put together in 2007, however the downturn of the overall US economy in 2008 resulted in a significant decline in revenues (first decline in a decade) resulting in a utilization of GF FB for O&M.  Planned utilization of GF FB for O&M when excess reserves exist is sound financial management in the very short term however the utilization of GF FB (one time money) for O&M (ongoing expenses) is unsound financial management in the long term.  The utilization of GF FB for O&M only occurred in FY08 and only occurred due to the recession of 2008.

Not anticipated in the original plans for the GF FB was the utilization of GF FB for the tax assessor project.  From FY08 to FY10 almost $900,000 (60%) of the GF FB utilized was for the BOA project.  In FY08 the BOA project accounted for 19% of the GF FB reserves utilized that fiscal year.  That percentage increased to 83% of the GF FB utilized in FY09 and accounts for 100% of the GF FB utilized in FY10.  Rather than raise the revenue needed for funding the BOA project through an increase in property taxes, the Hart County BOC decided to further draw down the GF FB which has resulted in a decrease of the GF FB cash reserves to the lower threshold of the target 25-50%.
It is important to note that the GF FB listed in the audits is not entirely cash. The actual fund balance available will depend on our cash flow therefore the important component of the GF FB is the item listed as “cash”.  Items listed as “receivables” are expected to be turned into cash at some point in the future but are not available as cash now and not available for operations.  A minimum cash fund balance of 25% is recommended for short term cash flow needs and for emergencies.
Audit FY06 (peak GF FB);Cash:



$3,181,467

Receivables (not cash):
$1,242,461


Due from other Funds:
$2,108,359
GF FB:
$6,344,120 (not cash)
% of GF Expenses Total:
70%

% of GF Expenses (Cash):
35%
Audit FY07;

Cash:



$2,633,165
Receivables (not cash):
$1,415,782

Due from other Funds:
$2,000,000 (SPLOST III)

GF FB:
$5,830,089 (not cash)
% of GF Expenses Total:
62%

% of GF Expenses (Cash):
28%
Audit FY08;

Cash:



$2,978,086

Receivables (not cash):
$1,467,802

Other Adjustments:

($353,437)

Due from other Funds:
$1,000,000

GF FB:
$5,092,451 (not cash)
% of GF Expenses Total:
54%

% of GF Expenses (Cash):
31%

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%
Audit FY10;

Cash:



$2,685,860
Receivables (not cash):
$1,920,530
GF FB:
$4,202,130 (not cash)
% of GF Expenses Total:
45%

% of GF Expenses (Cash):
29%
General Fund Balance uses:
FY07 ($514,031): BOA Tax Project, library (expenses above grant revenues), and the new governmental office campus

FY08 ($600,000): BOA ($115,000),  O&M ($265,000), new governmental office campus ($220,000)

FY09 ($660,000): BOA Tax Project ($550,000), (balance for SO office completion) 

FY10 ($200,000): BOA Tax Project

Millage Adoption Schedule (potential scenario):

UPON FINALIZATION OF 2009, 10 & 11 DIGESTS (Three separate millage adoptions will be required for final billing of 2009, 2010 & 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
Special Revenue Funds:

SPLOST (322, 323, 324):

FY12 will be end of SPIII (323) with revenues ceasing May 2012.  After that SPIV will continue the SPLOST sales taxes.  One of the biggest concerns has been funding for roads which has been cut drastically in SPIII and IV to allocate more funds for the Cities of Hartwell, Royston, Canon, and Bowersville.  With the decline is sales tax revenues from the recent recession, we have scaled back dramatically on road spending.

SPII 322 still has funds remaining for the City of Hartwell for water projects with any excess funds being allocated to roads (minimal amount available).  The budget for SPIII will depend on actual amounts spent in FY11 with the remaining allocations for each area available anytime in FY12.  Once the allocations for each area are determined the remaining funds will be allocated to roads.  
SPIV 324 will commence in May 2012 with the first revenues being sent to Hart County in June 2012.  Only $1,000,000 is expected to be collected in FY12 for SPIV.  Depending on expenses, the total allocation to the Cities of Bowersville and Royston may not be available in FY12.
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 FY12.  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.  
In FY09 the budget postponed a millage increase for GF O&M by drawing on the insurance premium funds to fund $540,000 in road department wages which did not decrease the 203 account fund balance in FY09.  In FY10 an additional $635,000 was spent for road department wages which, combined with other spending from this account, drew down the FB of this account by 11%.  For FY11 a similar utilization of $640,000 is projected which, combined with other spending and a decline in revenues, may draw down the FB of this account by an additional 18%.  FY12 also budgets for $640,000 in expenditures from this account which may drawdown the FB an additional 22% in combination with other spending and flat revenues.  
FUND 204 Jail Operations Fund: This account is from court generated revenues to help offset the cost of operating our Jail.  Depending on the FB remaining in this account shifting of some of these expenses to/from the GF has taken place in FY10 and FY11 and is proposed for FY12.
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 FY12 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 for FY08-FY12.  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 has dropped significantly since 2007 due to investments in the old landfill and the shifting of all solid waste expenses from the 203 account to this solid waste fund.  Current estimates are that the fund balance may be at $535,518 at the end of FY12 which would be a minimum FB for this account and may require shifting of expenses back to the 203 account in FY13.  
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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