ORANGE COUNTY
BOARD OF COMMISSIONERS

ACTION AGENDA ITEM ABSTRACT
Meeting Date: June 21, 2011
Action Agenda
Item No. 8 -‘F

SUBJECT: Resolution to Further Clarify the Intent of the Orange County Board of County
Commissioners Regarding the Uses of Funds Generated by the Article 46
One-Quarter (1/4) Cent Optional Sales and Use Tax if Approved by Voters in

November 2011
DEPARTMENT: County Manager PUBLIC HEARING: (Y/N)
ATTACHMENT(S): INFORMATION CONTACT:
1. 4/5/11 Resolution Calling For A Frank Clifton, 919-245-2300
November 8, 2011 Special Advisory Michael Talbert, 919-245-2153

Referendum Concerning The Levy of
A One-Quarter-Cent County Sales
and Use Tax

2. 4/19/11 Resolution Regarding Uses of
Potential Revenues from a One-
Quarter Cent (V4) County Sales and
Use Tax

3. 5/18/11 Letter from the Orange
County Schools Board of Education

4. 6/21/11 Draft Resolution Regarding
Uses of Potential Revenues from a
One-Quarter Cent (¥4) County Sales
and Use Tax

5. Proposed Economic Development
Uses of Sales Tax Proceeds

PURPOSE: To consider a resolution to more clearly and firmly establish a commitment by the
Board of County Commissioners to authorize the use of funding generated by the Article 46
one-quarter (%4) cent optional sales and use tax if approved by voters in the manner and for the
purposes stated herein in accordance with guidelines established and approved by the Board of
Commissioners.

BACKGROUND:

(A) Since the Board of County Commissioners decided to move forward with a fall referendum
on the Article 46 " cent sales and use tax via resolution adopted April 5, 2011 (Attachment 1),
the Orange County Schools Board of Education has requested further clarification of two points
highlighted in its letter dated May 18, 2011 (Attachment 3).

The first issue is the distribution methodology of that portion of sales tax revenues dedicated to
educational use between the two school systems. (Basically, define “equitable”.)
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The second issue relates to a clarification and commitment that these new revenues not be
used to supplant existing county revenues for similar purposes. (Board of Commissioners to
decide?)

On April 19, 2011 the Board adopted A Resolution Regarding Uses of Potential Revenues from
a One-Quarter Cent (¥4) County Sales and Use Tax (Attachment 2). The resolution established
a ten-year commitment to allocate 50% of the funding to the County’s two school systems and
50% of the funding to Economic Development initiatives.

The Board requested that each school system furnish the Board of Commissioners with a detail
list of prioritized projects that could be completed with anticipated funding over the next ten
years. As of this date, the detailed list from each school system has not yet been received.

(B) It may also be helpful to further educate voters on how the one-quarter (%) cent sales tax
revenues will be allocated and to further explain the County’s efforts related to Economic
Development.

The Manager recommended the following allocation of funds for Economic Development
initiatives. The Board may want to further outline its priorities from some outlined below:

1. 60% of the funding would be allocated utility infrastructure;

2. 20% of the funding would be allocated to recruit and locate new businesses in
Orange County;

3. 10% of the funding would be allocated to small business loans to help existing
businesses expand; and

4. 10% of the funding would be allocated annually to Economic Development
initiatives approved by the Board, including but not limited to innovation centers to
provide space for new start-up businesses, funding support for the County’s
agricultural businesses, and Business Investment Grants.

Attachment 4 is an updated Draft Resolution Regarding Uses of Potential Revenues from a
One-Quarter (%) Cent County Sales and Use Tax. The Draft Resolution addresses the
questions raised by the Orange County Schools Board of Education and provides greater detail
related to funding for Economic Development initiatives. Updates are noted in bold.

Economic Development Director Gary Shope has provided alternative uses and focus areas
regarding the potential uses from a One-Quarter (¥4) Cent County Sales and Use Tax outlined
in Attachment 5. This information is furnished to allow the Board to consider all available
options as to how best utilize possible funds from a One-Quarter (V) Cent County Sales and
Use Tax to support economic development in Orange County.

FINANCIAL IMPACT: There is no direct financial impact from these the decisions. It is
important that voters favorably consider the one-quarter (%) cent sales tax if the issues
discussed previously are to be pursued.
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RECOMMENDATION(S): The Manager recommends that the Board consider the draft
resolution to clarify questions from the Orange County Schools Board of Education and define
priorities if new funds become available to support economic development. If the Board
approves a resolution, authorize the Chair to sign the resolution as amended and approved.
The Manager further recommends that the Board direct the Clerk to the Board to send a copy of
the final resolution to the Orange County Board of Education.
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ORANGE COUNTY BOARD OF COMMISSIONERS

RESOLUTION CALLING FOR A NOVEMBER 8, 2011 SPECIAL ADVISORY
REFERENDUM CONCERNING THE LEVY OF A ONE-QUARTER CENT (1/4¢)
SRS COUNTY SALES AND USE TAX '

- WHEREAS, the North Carolina General Assembly has enacted the "One-Quarter
- Cent (1/4¢) County Sales and Use Tax Act," Article 46 of Chapter 105 of the
North Carolina General Statutes (Session Law 2007-323), which authorizes
counties to levy a local sales and use tax; and

WHEREAS, in order to levy the local sales and use tax, the County of Orange
must conduct an advisory referendum in accordance with the provisions of the
North Carolina General Statutes Secﬁon 163-287;

NOW, THEREFORE, BE IT RESOLVED by the Orange County Board of
Commissioners that:

Section 1: In accordance with the North Carolina General Statutes, a special
advisory referendum is hereby called to be held between the normal time the
polls are open on Tuesday, November 8, 2011, at which there shall be submitted
to the qualified voters of the County of Orange the question set forth in Section 3
of this Resolution. —

Section 2: The Orange County Board of Elections shall conduct said
Referendum.

Section 3: The ballot question shall be in the following form:

[1FOR[]AGAINST

Local sales and use tax at the rate of one-quarter percent (0.25%) in addition
to all other State and local sales and use taxes.

Section 4: The Clerk to the Board of Commissioners is authorized and directed to

transmit a certified copy of this Resolution to the Orange County Board of
Elections within three (3) days after the passage hereof.

Section 5: The Board of Elections shall publish legal notice of the special
advisory referendum in accordance with North Carolina General Statutes Section
163-287.

Section 6: This Resolution éha” take effect upon its passage.

ADOPTED this the 5% day of April, 2011.
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ORANGE COUNTY BOARD OF COMMISSIONERS

RES —2011 — 033

A Resolution Regarding Uses of Potential Revenues
from a One-Quarter Cent (1/4¢) County Sales and Use Tax

WHEREAS, there are significant pressing infrastructure, economic development, school, and
other County capital needs that are precipitated by growth pressures and the new economic
reality facing Orange County; and

WHEREAS, it is important to provide Orange County taxpayers with alternatives to the
pressure to raise property taxes to address these and other County needs; and

WHEREAS, the levy of a Article 46 one-quarter cent (1/4¢) County sales and use tax would
provide a new County revenue source and would generate approximately $2,500,000
annually for the County; and

WHEREAS, it is important for Orange County to plan for future economic development that
will enable the County to recruit, retain, grow, and generate businesses and jobs that are
desirable; and ‘

WHEREAS, it is important that Orange County expand collaboration and cooperation of
economic development efforts and decisions between Orange County and the towns of
Chapel Hill, Carrboro and Hillsborough and the cities of Mebane and Durham; and

WHEREAS, it is important for Orange County to meet public school needs: and

WHEREAS, the Board of Commissioners establishes a ten-year commitment to aliocate
Article 46 one-quarter cent (1/4¢) County sales and use tax proceeds as follows:

a. 50% of the funding will be allocated in an equitable manner between the County’s two
school systems for the dedicated purpose of funding capital projects, including but not
limited to facility improvements at ‘elder’ schools and.the procurement of technology.
The Board requests that each school system furnish the Board of Commissioners with
a detailed list of prioritized projects that could be completed with anticipated funding
over the next ten years. The Board will evaluate the projects and approve a ten-year
plan which will be incorporated into the County’s Capital Investment Plan. As part of
the Capital Investment Plan annual review, progress will be evaluated annually and
adjustments made according to needs agreed upon by the School Boards and Board
of County Commissioners;

b. 50% of the funding will be allocated to Economic Development initiatives including but
not limited to: funding utility infrastructure needed to recruit and locate new
businesses, small business loans to help existing businesses expand, innovation
centers to provide space for new start-up businesses, funding support for the County’s
agricultural businesses, and Business Investment Grants. The Board of
Commissioners will approve a ten-year Economic Development Plan as part of the
County’s Capital Investment Plan; and '



WHEREAS, if additional funding does not come from the one-quarter cent (1/4¢) County
sales and use tax, the property tax will be the primary funding source available for schools
and economic development initiatives; and

WHEREAS, to distinguish and separate the revenues produced through this %4 cent sales
tax, if approved by Orange County voters, a Special Revenue Fund will be established to
receive and account for the sales tax revenue. These funds will remain separate from the
County’s general fund to allow for more accurate tracking of revenues and expenditures in
accordance with initial ten-year allocation plan established as part of this resolution;

NOW, THEREFORE, BE IT RESOLVED THAT the Orange County Board of Commissioners
hereby states its intent to use the revenues from the Article 46 one-quarter cent (1/4¢)
County sales and use tax, if approved by the voters of Orange County, for currently unfunded
or underfunded economic development and pubiic school capital needs for a period of ten
years, with a scheduled implementation date of April 1, 2012.

BE IT FURTHER RESOLVED THAT proceeds from the one-quarter cent (1/4¢) County sales

and use tax in later years will be used to address priorities as established by the Board of
Commissioners in the County’s Capital Investment Plan.

This the 19" day of April, 2011.
Bo e, Of -

Bernadette Pelissier, Chair
Orange County Board of Commissioners
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May 18, 2011

Orange County Board of Commissioners
P.O. Box 8181
Hillsborough, NC 27278

RE: Request for Clarification Regarding One-Quarter Cent Sales-Tax and
Other School Funding Questions

Dear County Commissioners:

- During its May 16, 2011 meeting, the Orange County Board of Education discussed a
mimber of topics related to the BOCC’s funding of the county school system. These

| -same topics were also discussed at the May 3, 2011 collaboration workgroup meeting

attended by commissioner leadership, school board members and county and school
| system staff,

Quarter-Cent Sales Tax (Article 46) Referendum

Our board recognizes the County’s need for additional revenues and appreciates

- Commissioners’ willingness to make a fen-year comniitment to splitting anticipated
proceeds from the proposed Article 46 sales tax revenue equally between the county
and local school districts. We also commend the County for recognizing how a
strenger public education campaign would benefit the process, Two unanswered

| questions, however, emerged during our Board’s discussion,

1. The County’s “Resolution Regarding Uses of the Potential Revenues from a
One-Quarter Cent County Sales-and Use Tax” allows for “50% of the
Sunding...allocated in an equitable manner betveen the county’s two school
systems.... " The Resolution does not include a definition of the term
“equitable”, and our Board would like to know how Commissioners plan to-
distribute the Article 46 revenues between the two school systems.

2. Would the County use revenues generated by the proposed Article 46 one-~
quarter cent sales tax to supplant any current revenues available fo the
schools? In other words, would the County consider new revenue from the
tax as part of the its current 48.1% school funding target?

The Board of Education respectfully requests a written response from the Board of
County Commissioners and the County Manager to clarify these questions.

BOCC School Funding, Debt Service, and Alternatives o the Current 48.1%
Funding Goals

For several months now, the Collaboration Workgroup has discussed the
| Commissioners’ school funding target fo determine whether there would be a more
stable and sustainable alternative to the existing 48.1% goal. For Example, should
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school funding be tied to specific county revenue sources such as property taxes?

Needless to say, the Workgroup has not been able to find an alternative that members, collectively, felt
would work better for all partners. Given all of the present and future uncertainties surrounding federal
and state funding for K-12 education, it seems premature to make changes to a focal guiding principle that
all parties understand and one that has served all parties well over the last decade.

Along with the dire negative impact of federal and state funding reductions we anticipate, our Board is
aiso deeply concerned about shrinking local capital revenues and the effect of increased debt service on
our District’s already limited local resources. Our concern deepened as we heard the County Manager’s
message of caution during the April 26, 2011 joint meeting with Commissioners.

A scheduled reduction in debt service for schools in FY 2011-12 (refinancing gains and paying off
some debt) actually reduces the County Funding percentage for FY2011-12 from 48.0% in FY 2010-
11 1o an estimated 47.4%. A NOTE.OF CAUTION: This is a temporary reduction fram the 48.1%
goal. New anticipated debt service for the Chapel Hill-Carrboro Elementary #1] project (expected
within a few years) will substantially increase the County Funding allocation to education. That
increase in debt service could negatively impact available funding for current expense and operations
once the debt is ipcurred.

With his statement in mind, our Board would encourage the Workgroup fo look at funding formulas that
would offer stability as well as flexibifity. Examples of questions and observations our Board would ask
the Workgroup to explore include:

1. Would the funding formula/target (48.1%) bea floor or a ceiling (i.e. the minimum or the
maximum)?

2. What specific elements would be included in the funding formula? For example, the existing
48.1% target includes current expense monies, recurring and long-range capital, debt service and
fair funding. Would a new formula incorporate other elements?

3. Would it be possible for the formula to decouple capital funding from day-to-day operations
expenses (such as current expense).

4. As currently written, the County’s current capital funding policy allows the three entities fo share,
equally, in-the repayment of debt, regardless of which entity receives the borrowed monies. Our
Board has analyzed an alternative formula whereby each entity would be responsible for its own
debt. Would this be an alternative formula to explore?

5. Would it be possible for CHCCS to dedicate-a portion of its district tax to fuad debt service related

to new school construction thereby lessening some of the burden on the County’s General Fund?

FY 2011-12 County Manager Recommended Funding for K-12 Education

The Orange County Commissioners” long-standing dedication to K-12 education funding is a legacy
across the state. Because of your commitment, our schools are among the best in the State. We have
implemented programs that keep our students in school and learning. Our district has one of the lowest
dropout rates in the state, and we are proud of the fact that our graduates are prepared to either enter the
global workforce or further their education at post-secondary schools.
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For the last decade, you have solidified your dedication fo funding K-12 education by allocating, at
minimum, 48% of the County’s revenues to GCS and CHCCS. It is clear that State legislators intend to
make substantial reductions to traditional K-12- public education funding, and both school districts face
massive declines in federal revenues due to stimulus monies going away. We would like to think that the
County’s overall funding level for K-12 services and programs would remain stable and not decrease. In
accordance with Commissioners’ County Capital Funding Policy (i.e. the 60/40 split) in years past, when
debt service has decreased, finding-for capital and/or operations has increased, and likewise in years
when debt service increased, capital and/or operations remained either stagnant or decreased. Instead; as
we face the worst year, financially, that our district has encountered in our lifetime, the County Manager
has recommended an overall funding reduction.

As a Board; we-ask you; our County Commissioners, to fully support-the children in our county by
keeping the level of funding for current expense, capital, debt service and fair funding at your 48.1%
target that has served all of us so well-over the years, Without your continued strong support as we face
State and federal funding+eductions of epic proportion, the children of the Orange County School District
are in-dangerous peril.

Our Board appreciates your time and consideration of these-matters, and we optimistically ook forward
to receiving your response.

Sincerely,

% dcﬂ%ﬁé MG‘W@

To: cKnight, Chair Donna Coffey, Vice Chair

\

/pme

cc:  Orange County Board of Education
Patrick Rhodes, OCS Superintendent
OCS PTA Council




DRAFT RES -2011-071 Attachment 4
See Updates in bold

ORANGE COUNTY BOARD OF COMMISSIONERS

A Resolution Regarding Uses of Potential Revenues
from a One-Quarter Cent (1/4¢) County Sales and Use Tax

WHEREAS, there are significant pressing infrastructure, economic development, school, and
other County capital needs that are precipitated by growth pressures and the new economic
reality facing Orange County; and

WHEREAS, it is important to provide Orange County taxpayers with alternatives to the
pressure to raise property taxes to address these and other County needs; and

WHEREAS, the levy of a Article 46 one-quarter cent (1/4¢) County sales and use tax would
provide a new County revenue source and would generate approximately $2,500,000
annually for the County; and

WHEREAS, it is important for Orange County to plan for future economic development that
will enable the County to recruit, retain, grow, and generate businesses and jobs that are
desirable; and

WHEREAS, it is important that Orange County expand collaboration and cooperation . of
economic development efforts and decisions between Orange County and the towns of
Chapel Hill, Carrboro and Hillsborough and the cities of Mebane and Durham; and

WHEREAS, it is important for Orange County to meet public school needs; and

WHEREAS, the Board of Commissioners establishes a ten-year commitment to allocate
Article 46 one-quarter cent (1/4¢) County sales and use tax proceeds as follows:

a. 50% of the funding will be allocated in an equitable manner between the County’s two
school systems, based on the Average Daily Membership of each school system,
for the dedicated purpose of funding capital projects, including but not limited to facility
improvements at ‘older’ schools and the procurement of technology. The Board
requests that each school system furnish the Board of Commissioners with a detailed
list of prioritized projects that could be completed with anticipated funding over the
next ten years. The Board will evaluate the projects and approve a ten-year plan
which will be incorporated into the County’s Capital Investment Plan. As part of the
Capital Investment Plan annual review, progress will be evaluated annually and
adjustments made according to needs agreed upon by the School Boards and Board
of County Commissioners;

b. 50% of the funding will be allocated to Economic Development initiatives as follows:
1. 60% of the funding will be allocated utility infrastructure
2. 20% of the funding will be allocated to recruit and locate new businesses in
Orange County
3. 10% of the funding will be allocated to small business loans to help existing
businesses expand

10



4. 10% of the funding will be allocated annually to Economic Development
initiatives as approved by the Board, including but not limited to innovation
centers to provide space for new start-up businesses, funding support for
the County’s agricultural businesses, and Business Investment Grants.

The Board of Commissioners will approve a ten-year Economic Development Plan as

part of the County’s Capital Investment Plan; and

WHEREAS, if additional funding does not come from the one-quarter cent (1/4¢) County
sales and use tax, the property tax will be the primary funding source available for schools
and economic development initiatives; and

WHEREAS, to distinguish and separate the revenues produced through this 2 cent sales
tax, if approved by Orange County voters, a Special Revenue Fund will be established to
receive and account for the sales tax revenue. These funds will not supplant funding for
the Board’s endorsed funding target of 48.1% for annual spending on both school
systems. The funds will remain separate from the County’s general fund to allow for more
accurate tracking of revenues and expenditures in accordance with initial ten-year allocation
plan established as part of this resolution; '

NOW, THEREFORE, BE IT RESOLVED THAT the Orange County Board of Commissioners
hereby states its intent to use the revenues from the Article 46 one-quarter cent (1/4¢)
County sales and use tax, if approved by the voters of Orange County, for currently unfunded
or underfunded economic development and public school capital needs for a period of ten
years, with a scheduled implementation date of April 1, 2012.

BE IT FURTHER RESOLVED THAT proceeds from the one-quarter cent (1/4¢) County sales

and use tax in later years will be used to address priorities as established by the Board of
Commissioners in the County’s Capital Investment Plan.

This the 21% day of June, 2011.

Bernadette Pelissier, Chair
Orange County Board of Commissioners

11



12

ATTACHMENT 5

| 0 | 8bed
LL0Z ‘€L 8unr

L4VHd

JusLudojarsq olwouoo3 A1unosn abueip - sAeIIUl X2 S8jes

SpUny [JISAC ey} Jotjje ‘spuny Justudojesp srwrouods Jo agejuasied oy 51093y |

SIedA [eI9AdS 10J

Burpuny dn j1e38 10J G Amus dojeasp . Amus (%) 109
— g s1eax ur sarmyrpuadxy dTUIOU0D? auole pueys ajeald-orqnd doppaacy ¢ 000°002$ 03 dn | %91 -2I JO JudWYSI[qeIsy
s1EdA
JUSIDINS
J1os oq M wrexdoxd sassaugsnq [Tews Ajuno)) MoF Jxoul 103 wrerSord ueo|
‘sTeaf Teranss 1233y | 28ueI() 1oy spuny uorsuedxs pue reyides dn-jieyg ¢ 000°002$ 03 dN | %971 - %0 ssouIsng [[ewg
yoloxd yym Area QdUR)SISSE UOLBIO[Y ¢ SJURIC) JUDUIISIAU]
M Surpuny ynq “sread o1 uorjeredaxd ay1s paoueApy ¢+ 000°00T$ %8 ssoursng
sayenpeid Jv.J J0§ senioey apraoxd
syuswarmbaix 03 L3Iy uoydin ATeurnd, e Jo uonear) ¢ p yuawdoraas(
werdord ym Area dviad wox Sunenperd 000°09¢C$ dIou0dy
MM Surpung ngq ‘steak T S9SSAUISN( Paseq-pooy J0J SUISUNOod pasndo,] ¢ - 0009T$ %0C—1¢ remymondy
syuaurambax aoeds aqesea] paumo Ajpyearid uo ,
juauronoxdurr | syusweaocrdurr pjoyasea] 10/pue SAIpISqNS JUSY ¢ 000°SC1$
a)1s ypIMm Area Jim Surpunyg aoeds uonjeaouur poumo-LAjunooejoyydn ¢ - 000°S4$ °%0L—¢ aoedg uoneAouuy
SAINUDOIQ SATIEULIONUI JO JuawrdoPasq ¢
s1eak ¢ 0} 7 A1oAd sjoo} erpaut ewos ayeridordde jo uonezynn ¢
paxmbaz Afuo urpumnyy 90eJIojuUr JoUIju] pajepdny ¢ 000°0Z$ %S9'1 S[eLIdJeIAl [eIa)e[0D)
JUUING |, 3Jest] JIWIOUOD,, [e90] ¢
Area sassoursnq syuRAl uorearddy Ansnpuy ¢
[[Im Surpuny Jo junoure . sra3sN yoeannQ
‘sread 1 10§ A[renuuy Ansnpur ogoads 03 pajedie} smoys ape1], ¢ ooo\omw - ooo\mﬁw %S'1 JATJRIORI[0D)
saad aImpnIseIyuy
s1eak (O 10§ A[[enuuy | UI 9INjoNLSEIJUL IOMIS PUR I9)eM JO UOHE[[eIsu] ¢ 000°0S.$ %09 U0 3DIAIG }q2(
sarnjrpuadxyg
[enuuy | Spunj jo
A>uanbaixg SONIATDY ofdurexy pojewnysy | a8ejuadId g B3IV SNDOJ

SAHIO0Ud XV.L SHIVS 40 S3S1 INFINdOTHATA DIWONOD3 ddS0d0dd




13

Juawdojaas dlwouoo] [einynolby
pun4 ueoT sssuisng Jlews -

AUz $01.06 0 Juswysijgels3
Jajuad uoljeAaouu|
yaealnQ anljeloge||oD

sjuBIS) JUBWISOAU| SSaUISNg
s|ela)e\ |elaje|jo)
alnjonJjseliu| uo 89IAIas 199(]

Ol JesA 6 JesA g lea A

] lea

9 les A G lea )\ P les A

¢ lea Z lea | JeaA
03

000°00¢$

000°00¥$

000°009¢$

000°'008$

000°000°L$

000°00Z°L$

Spea20Id Xe| Juad /| Jo sesn
JuswdojeAa( olWou02T ‘polled Xe | JesA Ol JoAQ sesn pesodoid

000°00%°1$



4

—

1L02/E1L/90 PalesiD

%01

“quswdojensq 9,8 ‘sjue.s) (Aenuue
olwouooy Juswsany| 000°052°1$~)
TeinynoLby ssauisng juswdojanaQ

OILIOU09T] 10} %0G
%6 ‘ 19ua)
uofjeacuu|

%SG’ * sleusiep
lesieljoD

Juswdojanaq

. 2iwouoog

%0l pung ueoT
ssauisng JlewS

%G| ‘yoeanno
aneloge||on

(000'052°1$~)
Allenuuy ‘spaadoid Xe]| sojes jusd p/| Jo - (000°005°2$~) Ajlenuuy
UOIlO4 JuawdojaAs(] 21louod] ‘Xe| $o|es Juad {/| Wouj
jo sesn pesodoid SpP88d0ld pajewis3y |ejo |



