August 5, 2013
2014 Budget
Budget Time Line

Today you are getting your first look at the 2014 budget. Tuesday and Wednesday you will hear from
department heads and outside agencies on their budget requests. As the deadline for submitting
budget requests was just last Thursday our office has had only Friday to review and put together the
budget document that you are reviewing. We are trying to give you an option in reviewing the budget,
giving it to you in both a printed version and a PDF version. Hopefully the PDF version can be improved
in future years to eliminate the need for a printed version — we are looking forward to your input.

As we go through the budget in the next two days you may be making motions on removing items from
different budgets, the goal is to approve the preliminary budget on August 19", After that is complete
we will prepare and publish a notice of budget hearing with the hearing to be held on September 16,
The final budget can be approved that day or any time following the hearing but must be done on or
before October 1%,

If we exceed the “zero increase number of mills” described below we will have to hold our budget
hearing not earlier than six p.m. — if we do not exceed the limitation we can hold the hearing at the
regular commission meeting time. Also, if we exceed the “zero increase number of mills”, in addition to
the notice publication we will need to mail the notice to 4,414 property owners whose value increased
from 2012 to 2013 by $3,000 or more and to 10% or more than the amount of the last assessment.

Mill Levy

Good News! As presented, the 2014 budget complies with the “zero increase number of mills”
requirement in NDCC 57-15-02.1 “Property tax levy increase notice and public hearing.
Notwithstanding any other provision of law, a taxing district man not impose a property tax levy in a
greater number of mills than the zero increase number of mills, unless the taxing district is in substantial
compliance with this section.” The “zero increase number of mills” is defined in NDCC 57-15-02.1
paragraph 4d as follows: “means the number of mills against the taxing district’s current year taxable
valuation, excluding consideration of new growth, which will provide the same amount of property tax
revenue as the property tax levy in the prior year.”

In preparing this budget we lowered our property tax levy by .93 mills. Last year our levy for General,
Special Revenue and Debt Service Funds totaled 63.60 mills, in this budget we reduced the levy for the
courthouse debt by .02 mills and the General Fund by .91 mills. We have projected our taxable value to
increase from $521 million to $543 million with $14.6 million coming from new growth. We
recomputed the levy in mills for the 2012 taxes using the new valuation less the new growth ($543
million less $14.6 million) to come up with the maximum levy authorized under NDCC 57-15-02.1 and
arrived at a mill levy of 62.67 mills. This calculation excludes the mills for the outside boards such as the
Water Resource Districts, Weed, Vector, and County Park.

NDCC 57-15-02.1 paragraph 4c defines a taxing district as: “Taxing district” means a city, county, school
district, or city park district...” We sought clarification from the State Tax Commissioners Office on if the




outside boards mentioned above were included in the defined “county” and it was their opinion that the
boards were excluded.

Reserves

We also have good news on where our reserves would be at the end of 2014 given the presented
budget. General fund reserves would be at 24.4% of expenditures, Social Service Fund reserves would
be 10.04% of expenditures. The County Highway Fund reserves would dip to 3.2% but since that budget
is project driven we can work with that department during the budget year by review revenues and
expenditures and delay projects when necessary.

It is not that simple!

It would be nice if the budget were that simple and we could simply approve all the budgets and go
home. However the budget is more complicated than that and it needs to be looked at for the long

term - not just next year.

The budget as prepared calls for spending $1.9 million more in the General Fund that we are projecting
to have as income. We are projecting our beginning 2013 balance to be $9.1 million -~ the 2014 budget
reduces the reserves to $7.2 million at the end of 2014. Also in General Fund revenues we have a one-
time fluke where we get both the old Financial Institution Tax for 2014 and an adjustment in the State
Aid Distribution Fund to compensate us for losing the Financial Institution Tax, the tax is going away but
this is the final payout of that tax. The result is a one-time revenue boost of about $750,000. The
combined effect of the budgeted funding deficit of $1.9 million and the loss in 2015 of the Financial
Institution tax is a built in funding deficit for 2015 of $2.6 million. Our very adequate reserves in the
General Fund couid be wiped out in just a few years without a tax increase in 2015 and beyond.

The funding deficit for Social Services is much less dramatic. We expect almost $14 million in revenues
against $14.4 million in budget requests. We did not reduce their mill levy, instead opting to take all the
required levy reduction in the General Fund. We would expect with normal variations in both revenues
and expenditures in 2014 that this funding deficit will not actually occur in 2014,

The Highway Fund also have a funding deficit of over $2 million dollars but again as this fund is project
driven adjustments are made from year to year in the number and scope of projects to accommodate
the funding stream. ‘

State Revenues

As the wealth of the state coffers continue to grow we see the benefit of that growth. The State Aid
Fund was projected to provide $6.6 million to the General Fund in 2013 when we budgeted last year, we
now expect to receive $7.1 million and are budgeting for $7.8 million in 2014. As mentioned we get the
one-time bonus of the Financial Institution Tax in 2014 along with the increased State Aid — also we
received $338 thousand this year in the Financial Institution Tax but are projected to receive $750
thousand next year. The State Aid Distribution formula was adjusted from 40% of the first penny of
sales tax to the first 43.5% of the first penny to compensate for the loss of the Financial institution Tax.

The other big growth area in state revenues has been the Highway Distribution Tax. We received $10
million in 2011 and 2012 and expect to receive about $15 million both in 2013 and 2014. The legislature




has been very active in funding infrastructure projects with the increased oil and gas taxes which
benefits all the counties.

Property Taxes

Even though we are budgeting to reduce our mill levy by .93 mills our overall property tax collections
will still increase because of the new growth. The reduced levy of 62.67 mills on the $14.6 million in
new growth generates about $900 thousand in property taxes. For property owners whose value did
not change in the last year their taxes would go down as a result of the county budget 1.49%. Overall,
as a result of the property tax relief passed by the legislature we expect property taxes to decrease by
about 23.5% from the 2012 tax billings. The difference is made up by increased funding to school
districts and a direct 12% credit against the consolidated tax on each taxpayers tax bill.

Employee Compensation

Included in this budget is a proposal to increase the pay scales by 1%, for the county and the employees
to split the 2% increase in Public Employees Retirement increase on January 1, 2014, and a 5%
adjustment in health insurance rates for 2014.

A survey last week by another county shows that counties are giving cost of living increases in the 3% to
5% range and a few are picking up the entire increase in the retirement percentage. However, as most
counties do not have formal step process that Cass County has implemented | think our COLA increase
when coupled with the step increases probably compares well with most counties. Our step increase
are in the 2.2% to 2.5% for employees below the midpoint of their grade and 1.2% to 1.5% for
employees over the midpoint. There are, of course, employees who are at the maximum of their range
and will receive just the COLA increase. The salary budget for 2013 is $22,777,104 and increases to
$23,097,428 for current employees — or about a 1.41% increase.

PERS

This next January will be the third year in a row that the retirement percentage has increased by 2%, in
all three years we have split the retirement increase with employees. | would like to go through a short
power point presentation that shows what has been happening with the retirement program.

The county portion of the retirement funding will increase from $2.35 million this year to $2.64 million
next year. The employee portion will go from $451 thousand this year to $693 thousand next year.

Health Insurance

The county is self-insured for our health and dental plans. We have a fund that charges premiums to the
departments for their insured employees and then the fund pays the medical claims, reinsurance
premiums, and administrative fees. We adjust the rates each year based on actuarial recommendations
by Blue Cross / Blue Shield and try to make sure that we have sufficient reserves to pay not only the
expected claims, but the maximum amount of liability we may have in any one year.

We have not received any recommendations from BC/BS for 2014 but have adjusted the rates for 2014
by 5% which we think will be adequate given the large increase for 2013 and our fund balance in the
trust fund for the health insurance. For dental plans we did not increase the rates due to the adequate
fund balance and reducing.




For health insurance we share the premium with employees on a percentage basis. Employees taking a
single plan pay 7.15% of the total premium, single with dependent pay 14.30%, and family plan takers
pay 21.45% of the total premium. For dental plans the county contributes $40 per month to the plan
and the employee may take either a single or family plan but they pay the remaining cost of the plan.
The health and dental rates included in the budget are as follows:

Health Insurance County Employee Total
Single $ 510 S 39 S 549
Single w/Dep 829 138 967
Family 1,122 306 1,428
Dental Insurance

Single $ 40 $ 5 $ 45
Family 40 78 118

We will get our renewal rates prior to approval of the final budget and we may adjust the 2014 rates
down some at that point taking into account the suggested funding rate computed by the actuaries and
our projected balances in the health funds.

New Positions

There are a number of new positions in the budget concentrated in the County Sheriff’s Office and Social
Services.

Sheriff 6 - Patrol Staff (B32) | Jan-14 836,994
Sheriff 2 - School Resource Officers (B32) Jan-14 275,704
Jail 9 - Correction Officers B21 . Jan-14 488,709
Jgil N 1- Corporal‘(C4l)b B ) Jan—l4 - 72,359
Jail 2- Sergeants C43 Jan-14 157,836
Jail ~ :1-Booking Clerk Al2 ) Jan-14 48,503
Social Service Social Worker II (C42) Jan-14 80,175
Social Service ] _.Social Worker II (C42) ] Jan-14 80,175
Social Service Administrative Assistant (Al2) Jan-14 52,992
Sogial Service B Eligibility Worker (B23) Jan-14 ) 65,318
Social Service Eligibility Worker (B23) Jan-14 65,318
Social Service ) Eligibility Tech (B22) . Jul-14 33,425
Social Service Eligibility Tech (B22) Jul-14 33,425

2,290,933

Coroner’s office

The Coroner’s Office is still a work in progress. We have put together some numbers on the budget as if
the office were run with the current death investigators put on payroll instead of the current method of
payment. We also included office costs for having an actual office using current available office space
within the courthouse. The budget does not include any costs for the potential space in the former Osco
Drug building. My suggestion is the board chairman appoint a committee to work on this budget after
the review of the Coroner’s budget tomorrow. The committee could then come back with a
recommendation on August 19" when the Preliminary Budget needs to be approved.




Budget Layout

Just to tie things together for the new commissioners and a refresher for our more experienced
commissioners | want to go through a couple of slides on what we are working over the next few days
and continuing on until you approve the final budget.

The first couple of slides are the State of Fund Activity you see every month in your commission packet.
For most of these funds you will be asked to review and approve a 2014 budget. You will note that
some of these funds have negative balances, we will be discussing those funds during the budget
process and explain how we hope to eliminate those deficits over the next couple of years. The deficits
are mostly dealing with flooding and the aftereffects, or mitigation of flooding. There are a lot of funds
listed that do not get tax dollars, they instead have other revenue sources and through the budget
process those revenue sources need to be formally dedicated to pay the expenses of those funds.

For Debt Service Funds, the only fund that has a levy is the 2010 Bond issue for the courthouse addition.

Internal Service Funds — these funds receive their revenue from other county funds, for instance Health
Insurance Fund is funded through premium charges to other funds and employees.

This second set of slides are the summary sheet from the budget. You will again note that we don’t levy
for a lot of the funds. Most counties may have ten or more different levies but through our home rule
charter, with our single limitation of 75 mills, we only use the levy breakdown that fits the way we do
our accounting.

We look forward to working with both the commission and the departments as we work through the
2014 budget.

Michael Montplaisir
County Auditor
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