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General Discussion:

This is the final detailed spending plan for the FY09 Hart County Government starting October 1, 2008 and ending September 30,
2009. Hart County is not exempt from the tough economic conditions facing Georgia and the USA. 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
$1,000,000. Half of this deficit was due to one time costs associated with the contract updating of property tax assessments. The
remaining $500,000 deficit was for operations and maintenance (O&M).

Through months of hard work on the draft budget the BOC directed departments to eliminate the $500,000 O&M deficit through cuts
in expenditures or increases in revenues. Most of the department obliged with voluntary 5% cuts or new revenues. A few
departments received increased funding (Board of Tax Assessors, Board of Registrars, Health Department). The remaining
departments were mandated cuts which may or may not materialize (i.e. courts) as the fiscal year progresses. As a result of this the
BOC and the departments almost completely eliminated the $500,000 O&M deficit leaving only a $500,000 one time capital deficit
and minor O&M deficit.

The remaining deficit will be funded using proceeds from the special revenue fund 203 Insurance Premium Tax. The 203 account is
projected to run a surplus in FY08 and FY09 that will more than pay for the FY09 deficit. This will occur by shifting $510,000 in
wage costs from the Road Department General Fund to the 203 Account for FYQ9.

The FY09 budget consists of a General fund (GF) budget and 12 Special Revenue fund budgets with a combined expenditure budget
of $13,635,995. The General fund (GF) budget includes one time capital that is discussed below, some of which carries forward from
FY08, with a total GF expenditure budget of $10,654,818. Budgeted General Fund revenues are $9,300,000 accounting for a
budgeted deficit of $1,354,118. A more detailed discussion and analysis is included in this FY09 budget narrative.

A first draft of this FY09 budget included any backup information provided by the departments requesting funding as well as rolling
five year capital replacement plans that were utilized to develop these budgets for capital that is replaced on a regular basis such as
sheriff cars and EMS vehicles. The back up information included with the first draft is not included in this final budget in order to
reduce the size of the budget paperwork however the first draft is readily available to the public.

The most difficult estimation for our budgets over the past several years has been projecting revenues for general fund (GF). We have
conservatively estimated revenues using the most recent actual revenue numbers and projecting those revenues forward. Hart County
has had an overall GF revenue growth rate of 45% since FY00, however annual growth rates have been erratic from 1.1% to 12.1%



(see attached charts), making revenue projections difficult to estimate. FY07 (last audited fiscal year) was the lowest revenue growth
in recent history (1.1%). With the current uncertain state of the economy, revenue growth is expected to be negative in FY08 and

FY09. At the same, inflationary pressures of increased prices of goods and services have resulted in a very high CPI which has the net
result of raising expenses.

Hart County has a very healthy General Fund undesignated unreserved fund balance (GF FB) that was in excess of normal range of
advised reserves. Without any long range plans the GF FB was utilized to budget for potential operations and maintenance deficits
over the past 6 fiscal years in lieu of raising property taxes to balance the budget. With excess reserves, no designation for those
excess reserves, and healthy revenue growth this was a sound practice. Even with budgeted deficits no deficits materialized in each of
the past 6 fiscal years leading to a further growth in the GF FB with the resulting surpluses.

In FYO08 a GF operations and maintenance (O&M) deficit had been budgeted for once again. With the slow growth in revenues
realized in FY07 plus the uncertain economic times of FY08, an O&M deficit for FY08 is projected. Advance financial planning as
well as consistent financial monitoring is in place to maintain required cash reserves. FY08 and FY09 the Hart County BOC created
designations for a portion of the GF FB through finalization of long range planning on needed one time capital.

The tax millage rate was last raised in tax year 2001 (FY02) however since that time the tax millage rate has been decreased 28%.
The net result on tax revenues is not readily measurable due to the fact that there are offsets (exemptions such as conservation or
homestead) and increases from new growth. There was an approximate 15% increase in revenue from property taxes (including new
growth) in FY02. Since FY02 however, the tax millage has been decreased 28% and tax revenues have only increased approximately
15% over the entire 5 year period. Even with a decrease in millage rate and low increase in property tax revenues from new growth,
the budgeted deficits of the past several years have not materialized. The actual results of each of the past 5 fiscal years prior to FY07
had been a surplus of funds that increased the GF FB 30% in that five year period.

In FY07 audited revenues were $9,535,056 and audited expenses $10,049,087 resulting in an audited GF deficit of <§514,031>.
Approximately $561,000 can be accounted for in one time capital expenditures associated with the BOA mapping, library (expenses
above grant revenues), and the new governmental office campus. This would indicate that the O&M for FY07 was actually a slight
surplus of $47,000 which is the sixth consecutive year in row that we have run a GF O&M surplus.



Analysis of FY07 GENERAL FUND (GF):

FY07 is most recent audited fiscal year. FY(7 was the first fiscal year in recent times that Hart County ran a GF deficit although
100% of this deficit can be attributed to one time capital. Removing the one time capital expense showed a slight operations and
maintenance (O&M) surplus. Using excess fund balance (FB) for one time capital is a sound practice similar to using a savings
account to replace the roof of your house. Continual usage of excess FB for O&M is a poor financial practice similar to using a
savings account for paying for your monthly electric bill.

Audited revenues were $9,535,056 and audited expenses $10,049,087 resulting in an audited GF deficit of <§514,031>. However
approximately $561,000 can be accounted for in one time capital expenditures associated with the BOA mapping, library (expenses
above grant revenues), and the new governmental office campus. This would indicate that the O&M for FY07 was actually a slight
surplus of $47,000 which is the sixth consecutive year in row that Hart County has run a GF O&M surplus. This planned deficit for
one time capital was a sound financial practice with a GF Fund Balance (GF FB) of approximately 70% in FY06. Target GF FB
should be in the range of 25-50%.

Revenues in FY07 were non-normal. Sales tax revenues (LOST), which directly offset property taxes and are approximately 25-30%
of GF revenues, as well as related SPLOST sales tax (capital) revenues were very erratic. In FY07 we witnessed the record high and
the record low monthly sales tax receipts. Overall sales tax receipts were down about 10% over the prior fiscal year. GF revenues
were only 1.1% higher than FY06 which was the lowest GF revenue growth since at least 1999 (see related charts). Problems with the
tax digest including errors, corrections and adjustments were also a record in FY07 and accounted for a decrease of approximately 6%
in the anticipated property tax revenues.

Analysis of FY08 (preliminary):

Very preliminary results for FYO8 will be reported here due to the uncertainty associated with the economic conditions of FY09. It is
important to note that the discussion and figures presented for FY08 are very preliminary and should only be used to indicate potential
results for FY08 and more importantly to analyze potential trends for FY09,

Currently revenues for FY08 are preliminarily estimated to be approximately $9.3M and estimated expenses are approximately $9.8
creating an approximate deficit of <$600,000> (rounding accounts for discrepancies). FY08 was the second fiscal year that Hart
County is expected to have a GF deficit. The deficit for FY08 (both O&M and one time capital) was planned/budgeted based on an
FY07 GF FB of 62% of expenses. The budgeted deficit for FY08 was $2,300,000 which included approximately $1.8M for one time
capital and $470,000 for O&M. The projected deficit is currently estimated to be approximately $600,000 with an estimated 50% of



this deficit attributed to O&M ($300,000). If these results are accurate the deficit associated with O&M was 30% less than budgeted.
In addition the $1.8M in one time capital budgeted for deficit spending in FY08 did not materialize. Only 16% of the budgeted one
time capital materialized in FY08 although much of this capital expenditure will carry forward to FY09 (see discussion for FY09).

The FY08 figures discussed here do not include accounts payable and accounts receivable (AP/AR) which are expenditures and
revenues that took place in FY07 but are actual received/expended within the first 60 days after the close of FYO08 (October and
November 2008). AP/AR could be as much as an additional $100,000 in AR and $100,000 AP.

Preliminary estimates for FY08 GF revenues were down 2.5% from FY07 which would indicate the first decrease in revenues from
the prior fiscal year in at least 9 years. Sales tax revenues which affect the GF revenues (LOST) as well as SPLOST were also less
than the prior year (3-5% drop in revenues). The high price of fuel was resulting in high sales tax revenues however the low lake
levels associated with the drought may negatively impact sales taxes in excess of $250,000 less sales tax revenue for the summer of
2008. The final results for FY08 will not be known until the audit is complete which by law must be done by March 2009.

GF Fund Balance:

Our General Fund undesignated unreserved fund balance (GF FB) is both a gift from the past Hart County Board of Commissioners
and a result of sound financial management of the more recent Hart County Board of Commissioners.

The FY07 audit listed a GF FB of $5,830,089 which was not entirely cash. The actual fund balance available will depend on our cash
flow. Most months our expenses exceed revenues except the months of December and January when we receive the bulk of our
property taxes revenues. Cash flow is closely monitored and reported as we close each month of the fiscal year.

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). As planned, the GF FB retracted in FY07 to pay for one time capital. FY08 &09 should
conclude the remaining draw down of GF FB for planned one time capital.

The target minimum fund balance shouid be in the range of 25-50% of expenses however many entities use a target minimum on the
lower end of this range. In FY06 our GF FB was 70% of expenses. This decreased to 62% of expenses in FY07 and is currently
estimated to be 53% for FY08 and projected to be 47% for FY09 (see related charts). This percentage is not entirely cash so a second



chart shows the GF FB cash as a percentage of expenses. This is liquid assets and should be maintained above 25%. As shown in the
attached chart we are projected to maintain the minimum recommended GF liquid cash reserves needed to remain solvent.

(General Fund Undesignated, Unreserved Fund Balance:

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 FYQ7;
Cash: $2,633,165
Receivables (not cash): $1,415,782
Due from other Funds: $2.000,000 (SPLOST 1)
GF FB: $5,830,089 (not cash)

% of GF Expenses Total: 62%
% of GF Expenses (Cash): 28%
(note total includes other liabilities and assets)
Preliminary Estimate FY08;

Cash: $2,900,000

Receivables (not cash): $1,200,000

Due from other Funds: $1,000.000 (SPLOST TIIT)
GF FB: $5,100,000 (not cash)

% of GF Expenses Total: 53%
% of GF Expenses (Cash): 30%



Estimated FY(09;

Cash: $3.200,000
Receivables (not cash): $1,200,000
Due from other Funds: $ 0

GF FB: $4,400,000 (not cash)

% of GF Expenses Total: 47%
% of GF Expenses (Cash): 35%

General Fund Balance uses:

FY07 ($514,031): BOA mapping, library (expenses above grant revenues), and the new governmental office campus
FY08 ($600,000): O&M ($300,000), BOA mapping ($80,000), new governmental office campus($220,000)
FY09 ($660,000): BOA mapping, new governmental office campus, contract revaluation

Millage Rate & Property Tax Revenues:

With excess GF FB and no one time capital planning, budgeted deficits could not justify an increase in the millage rate to create a
balanced budget. The Hart County Board of Commissioners lowered the millage rate 0.1% in FY08 which marked the seventh year in
row that the Board has lowered the millage rate with a total millage reduction of 28% over 7 years. Over that seven year period Hart

County has progressively moved up the ranks in the State and is now 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
the Hart County Board of Commissioners (BOC) have invested heavily in the tax assessors office, doubled the staffing levels,
investing and creating incentives for BOA advanced training and certifications, invested in one time capital for updating the tax maps
(BOA tax mapping project), supported and funded the BOA county wide contract revaluation of property.

For FY09 (tax year 2008) the BOC again lowered the millage rate to reflect the rollback rate (0.1% millage reduction). The rollback
rate is the equivalent growth in the digest associated with reassessment of existing propetties. Although this rollback was not



significant in volume it does mark the 7% year in a row the BOC has lowered the millage rate. More significant is that the fact that
BOC did not raise the millage rate facing the contemporary economic times.

Assuming we are operating at maximum efficiency, balancing our budget requires either a cut in services or an increase in revenues.
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). The FY09 budget continues support of efforts to increase sales and property
tax revenues through increased tourism, infrastructure investments, support of education, and support of economic development. The
sales tax revenues export our tax burden to non-citizens especially sales tax revenues derived from tourists to Hart County.

Capital Expenditures

Hart County normally utilizes SPLOST sales tax revenues to fund major one time capital expenditures however in FY07, FY08, FY09
and FY10 some long overdue capital expenditures have been (or are scheduled to be) funded by General Fund some of which will be
funded by utilization of some of the reserve that has been collected over the past (see GF FB discussion above). Funding of one time
capital expenditures in the General Fund artificially inflates the expenditures (and possibly revenues) and must be stripped away in
order to portray a true understanding of the annual operations and maintenance (O&M) expenditures of the General Fund.

Proposed or Actual One Time Capital Expenditures (See GF FB discussion for amount of GF FB utilized for these):
FY07 Actual (audited):

BOA mapping Upgrades: $10,000

BOA Contract Revaluation Project: $10,000

Library Remodel: $540,000 ($450,000 in Grant Revenues)

New governmental office campus (Courthouse, Land, Sheriff Admin. & Tax Building projects): $493,000

FY08 Actual (estimated):
o Sheriff Admin and Tax Building projects (new campus): $234,000
e BOA mapping upgrades: $85,000
o Contract revaluation project: $39,000



FY09 Budgeted or Projected:
e Sheriff & Tax Offices Project: Budget $1,200,000, Projected $700,000
¢ BOA mapping project budgeted: $80,000
¢ BOA Contract Revaluation Project Budget: $486,000
¢ Admin Building Roof Budget: $50,000

Capital projects that will be funded through GF for FY09 include a roof replacement on the BOC administration building,
development of a 14 acre governmental office campus, construction of a non-court administrative building, construction of a sheriff
administrative building, BOA tax mapping projects, and BOA contract revaluation project.

All of these one time capital expenditures are the results of many studies conducted to review all of the various options to solve these
needs. The studies that were made, the options cvaluated, and proposed expenditures have logical and wise decision making behind
them and are available as a matter of public record from the County Administrator’s office. The current one time capital projects that
are underway began in FY07, are scheduled to conclude in FY10, and were to take care of many of our current pressing issues with
the exception of the remaining courthouse court functions needs.

The planned capital projects for construction of a new non-court administrative building and the construction of a Sheriff
administrative building are uncertain at this time. Both of these facilities have been budgeted based on utilization of State prison
mobile construction crews. In late September 2008 the State abandoned these projects for unknown reasons. The Sheriff
administrative building is currently about 35% complete and must be completed or the incomplete structure will get destroyed by the
weather. Currently rough estimates are that it may take $700,000 to complete this project and the related sitework. The budget of
$1.2M will be more than sufficient to complete this project in FY09.

The status of the second building (non-court administrative building ) is uncertain. At this point the facility is about 20% complete but

only has a concrete slab, bricks (purchased) and underground pipes installed. This facility can be placed on hold for several years
without degrading the current investment.

The original plan of action for the remaining court functions in the existing courthouse is also questionable at this point. The original
plan was to construct the non-court office building on the new campus and then evaluation the court functions space needs with the
vacated space in the existing courthouse from the non-court offices. The court functions of Superior, Probate, Clerk of Court, and
Magistrate will remain in the courthouse for at least several more years. A new courthouse at the new governmental campus is the



long range solution to the long range needs of the courts however this multi-million dollar project will most likely not be funded for at
least 5-10 years from now. Therefore the existing courthouse will have to be able to adequately meet the needs of the courts for at
least the next 5-10 years. However with the uncertainty of the new non-court office building, these plans will be placed on hold.

The new Sheriff administration building at the new governmental campus will solve the current overcrowding at the current Sheriff
office/jail facility for Sheriff administrative functions but will have minimal effect on the overcrowding of the current jail. Currently
we are housing out prisoners when the jail is at full capacity. This cost is currently estimated at about $100,000 per year. The housing
out of prisoners to other facilities is a much cheaper short term solution than constructing a new jail and is advised as a continued short
term solution to the current jail capacity needs. At some point in the future (maybe 10 years?) we will have to look towards the need
to build a new jail facility. Current estimates are that this facility may cost in excess of $13,000,000 (in 2007 dollars).

Funding of the BOA contract revaluation and mapping for FY09 totals $566,000. In FY08 $175,000 of the almost $1M Contract was
to commence in FY08 however at this point, the contract is about 4 months behind schedule. A revised schedule for the contract
revaluation project must be developed in order to properly plan for the execution of this project. The “correction” of the digest is
planned to be completed by March 2010 and will need approximately $500,000+ additional funding in the FY10 budget. The
corrected digest will not be available until tax year 2010 (FY11).

Questionable Funding Sourees FY09:

This fiscal year has many questionable or unreliable revenue forecasts. Quantifying these revenue sources is difficult or impossible.
GF revenues are projected to retract somewhat overall due to slower economic times. However the magnitude of this retraction is
impossible to quantify accurately. Revenues associated with less tax revenue from more delinquent taxes, less real estate transactions
etc... are expected as a result of tougher economic times with the overall population spending less or having less to spend.

Sales tax revenues are also hard to quantify. Although a decrease in consumer spending should correlate into lower sales tax
revenues, the overall sales tax revenues for FY08 were strong in spite of several negative sales tax influences. Lower lake levels
associated with the persistent drought should have had a negative impact on tourism sales tax revenues as may have been evident with
July receipts which were 26% lower than the same month last year. In addition the high price of fuel should also have had a negative
impact on lake Hartwell usage. The high price of fuel however probably resulted in continued strong sales tax revenues due to the fact
that the sales tax revenue generated from fuel sales is directly correlative to the price of fuel (higher price per gallon equals higher
sales tax revenues per gallon).
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With the State of Georgia facing a reported $2B deficit, the State is cutting numerous funds and support services. The net impact of
these cuts is still unknown. As the fiscal year progresses, Hart County will closely monitor changes in State funded programs and
react accordingly. The potential for the state to not fund the Homeowner’s tax relief program may result in a second tax bill being
sent out mid year 2009 to recoup these funds. This will cost the county approximately $10,000 in rebilling costs.

Balancing the Budget FY(09:

The BOC originally was faced with an approximate $1,000,000 GF deficit. In response to this the BOC mandated that all departments
must cut spending by 5% and/or increase revenues. As a result of this mandate, the deficit gap was reduced to approximately
$500,000 or 0.7mills. The remaining deficit will be funded by a rollback of the millage through the use of the 203 special revenue
insurance premium tax which is expected to run in excess of a $400,000 surplus for both FY08 and FY09 ($510,000 in Road
Department wages will be shifted to the 203 account from GF for FY09).

Personnel Expenses

No additional personnel have been added to the general fund budget. Several positions are not budgeted and will not be filled
including: IT Manager, Public Works Director, Code Enforcement Officer and Road Department Secretary. A restructuring of public
works and general administration personnel has eliminated the public works department primarily due to the current County
Administrator’s dual role as Public Works Director and County Administrator.

As part of the 5% cuts to balance the budget several vacant personnel positions will not be filled in FY09 including a School Resource
Officer (Sheriff’s office), 2 Road department personnel, and one maintenance shop personnel.

A 2.5% COLA has been included in all wage figures other than the State wages (Judges, Sheriffetc...). It is important to note that a
COLA is not a “raise™. It is a “Cost Of Living Adjustment”. This COLA is less than the current CPI of 5.6% (8/07-8/08). Therefore
a 2.5% COLA is actually reducing true wages of county employees by decreasing their wage values by 1.3% (4.8%-2.5%). Stripping
away the COLA is not “saving” money. Continued depression of wages by not increasing wages annually through a COLA only
results in a “carrying forward” of that “wage debt”. Eventually this “wage debt” will have to be paid through a massive increase in
wages at some point in the future which will leave future County governments with a huge debt to be paid when they must struggle to
increase wages to the prevailing wage rates. At the same time the County will loose quality employees to other employers which cost
the taxpayers more through costs of training new employees and loss of employee efficiency.
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