May 25, 2017
To the Cumberland County Board of Commissioners:
In accordance with the Local Government Fiscal Control Act, I submit the FY2018
Recommended Annual Budget for Cumberland County for your review and consideration. This
year’s budget process began with some significant and historic challenges that precipitated a
deviation from our normal budget strategy and process. With that in mind, this budget message
is organized differently to provide a review of these challenges as well as discussion of the
factors contributing to the difficulty encountered in preparing a balanced budget
recommendation.
This proposed budget was prepared from a long-term sustainability perspective, as concerns
remain about potential federal and state policy changes in FY2018 and beyond. Preliminary
budget reductions achievable in FY2018 are recommended with this budget and should be
viewed as the foundation and “launch” for future organizational restructuring and efficiencies.
The County’s perspective must remain long-term with a commitment of staying on a path of
continuous improvements.
Local Economy
Although other counties in the state have seen significant growth since the recession, locally we
continue to struggle with weak economic conditions. This is evidenced by the limited natural
growth in our property tax values over the last 10 years and more significantly by the loss in
value due to our property tax revaluation effective January 1, 2017.
The average rate of natural growth for the years prior to the recession, which began in 2008, was
3.78%.
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For the years after the recession, the average rate of growth is 2.04%.

Post-Recession Natural Growth
FY 2011 - 2015
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This reduction in natural growth leading up to the current year property revaluation equates to an
average annual revenue loss of $680,552, or a five-year loss of $3.4 million. For FY2018 we
also face the challenge of an estimated $4.8 million reduction in real property values due to the
revaluation.
Sales tax revenue is another key indicator of the condition of our local economy. Our sales tax
revenue has not returned to pre-recession levels. The average rate of growth in sales tax for the
years prior to the recession, which began in 2008, was 6.68%. For the years after the recession,
the average rate of growth was 2.45%. This reduction in growth equates to a recurring average
annual loss of $1.88 million, or a five-year loss of $9.43 million.
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Our local economy is very sensitive to troop deployments, military contracts and other federal
actions that are unique to military communities. Over the last five years the military workforce
has declined, contributing to the current economic conditions. The total troop strength at Fort
Bragg has reduced to 53,050, resulting in an estimated loss of more than 5,000 personnel since
2012.
This job loss contributes to the sluggish sales tax activity, as well as to the increased number of
vacant homes, which correlates with the revaluation loss. Uncertainty still exists in the future
troop strength at Fort Bragg as we remain sensitive to future sequestration cuts and other federal
decisions.
Significant and Ongoing Challenges
As our departments were developing their budget requests, management and budget staff began
to identify internal and external pressures impacting the FY2018 budget process. In March, it
became clear we were facing significant challenges requiring drastic budgetary actions to
balance the FY2018 budget. We identified the following as impediments to balancing the
budget:
•
•
•
•
•
•
•
•
•

Local economic conditions
2017 revaluation value loss
Potential state and federal legislative changes
Increased demand in mandated services
Deferred maintenance on County infrastructure
Drawdown of Mental Health reserves
Funding pressures in Jail Health program
Employee recruitment and retention
Departmental budget requests

These factors led to a projected budget deficit for the FY2018 budget of $27.3 million. With
limited projected growth in sales tax and a projected loss in property values, it became clear that
balancing this budget would require new revenue and continued reductions in non-mandated
services.
Management developed the following initial strategies to address this deficit:
•
•
•
•

Reduced departmental requests by $3 million
Implemented a hiring freeze
Notified agencies receiving community funding of potential reductions
Asked Departments to submit three levels of potential service reductions
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In addition, management scheduled an early budget session with the Board of Commissioners to
discuss the FY2018 Budget Challenges and Strategies. This early budget session was held April
24, 2017, and management shared the preliminary revenue-neutral calculation and the following
summary of potential reductions that would be considered by management in developing the
recommended budget.
Summary of Potential Reductions Presented April 24, 2017
99 positions – 66 filled and 34 vacant
Community Funding –
o Eliminate 4 recipients
o No new requests
o Reduce across the board
Animal Control – Eliminate evening shift
Library services:
o Reduce service hours
o Close one facility and Law Library at Courthouse
Health and Human Services
o Close two public health clinics
o Consolidate group homes
o Close Care Center and Shelter
Eliminate 1% 401-K contribution
Total Potential Reductions = $5.6 million

FY2018 and Future Budget Development Considerations
Since major budget reductions in 2001 that resulted in the elimination of over 200 positions, the
County has attempted to make budgetary decisions to build and protect our solid financial
position and to fund budgetary increases through the annual natural growth in property and sales
taxes. The County has absorbed inflationary increases and unfunded mandates, expanded the
detention center and mental health services, and built the West Regional Branch Library through
natural growth in revenue and utilizing fund balance reserves, without increasing the property tax
rate.
The $27.3 million preliminary budget deficit and the associated challenges could not be resolved
without making some very difficult decisions, which included a change in this budget and
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funding strategy. To guide the development of the FY2018 budget, the following parameters
were established:
•
•
•
•
•
•
•

Maintain solid financial position and honor fiscal policies
Focus on core, mandated services
Make strategic and sustainable budget decisions
Limit the reduction of filled, full-time positions to the extent possible
Base program cuts on return on investment (ROI)
Continue focus on providing quality services while being fiscally responsible
Create solutions that fully address shortfall in current budget

These parameters represent the pillars or foundation for the FY2018 recommended budget and
for long-term identification of operational efficiencies and organizational restructuring to reduce
our costs. Financial sustainability continues to pose a threat for the foreseeable future, thus
requiring an on-going analysis of the most efficient allocation of County dollars. This FY2018
recommended budget is just “step one” of a multiyear process of strategic budget reductions to
weather future federal and state legislative changes, increased demand in mandated services and
limited local economic growth.
Budget Overview
The FY2018 Recommended Budget is balanced with a combination of additional revenue and
reductions in current service levels and budgeted positions. First, the budget incorporates the
revenue-neutral tax rate to provide for the loss of funding due to revaluation. This essentially
puts us on par with the current year by bringing us back to the same amount of tax revenue as we
anticipate receiving this current year, plus normal growth. Second, the FY2018 Recommended
Budget is balanced with a tax increase of 4 cents to continue providing our mandated and core
services to citizens without significantly sacrificing quality or levels of service in these areas.
Revenue-Neutral Tax Rate
Cumberland County implemented a general countywide revaluation of all real estate parcels
effective January 1, 2017. The goal of revaluation of real property is to uniformly value all
property at 100% of market value thus providing equity in the tax base. Personal property is
appraised at 100% of market value every year.
Due to a sluggish real estate market with declining residential values, our revaluation has
resulted in an overall loss of $4.8 million in the real estate taxable values. Residential properties
make up 72% of our tax base. Although residential values declined, there was a net increase in
the total assessed value of commercial property. This net increase is attributed to the
development of nine new shopping centers and several new apartment complexes.
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Local governments are required by North Carolina General Statute 159-11(e) to calculate and
publish the revenue-neutral tax rate. This is simply, the tax rate that is estimated to produce
revenue in the next fiscal year equal to the current year revenue, if no reappraisal had occurred.
Included in this statutory calculation is the consideration of the average growth rate in real
property since the last reappraisal.
The chart below illustrates the calculation of the revenue-neutral tax rate:
FY17 before
revaluation .74
$142.7

FY18 after
revaluation .74
$137.9

Variance
($4.8)

Personal/Public Service

14.3

13.8

(.5)

Motor Vehicles

16.9

16.9

Amounts shown in millions
Real Property

Appeals Factor
Loss due to revaluation

173.9

(1.0)

(1.0)

167.6

($6.3)

Loss of natural growth at 1.89%

($3.3)

Total levy loss due to revaluation

($9.6)

Collection rate

98.5%

The numbers above vary slightly from the preliminary revenue-neutral calculation presented on
April 24 as they reflect ongoing appeals and changes. In addition, our Tax Administrator has
revised the appeals factor with a reduction of $500,000. This revision is based upon continued
monitoring of the number of outstanding appeals and the associated tax value.
Recommended Tax Increase Above Revenue Neutral
The FY2018 recommended budget includes a tax increase of 4 cents above the revenue-neutral
rate. This 4-cent increase is recommended along with a $5,901,150 million reduction in the
FY2018 requested budget. In preparing these budget recommendations, the foremost focus was
to make strategic and sustainable decisions that limit the reduction of filled, full-time positions,
while maintaining our mission of providing quality services while being fiscally responsible and
meeting the increasing demands for mandated services. Achieving the balance of the above
parameters could not be resolved without increasing the tax rate above revenue neutral.
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This 4 cents represents the sustainable funding needed to continue providing the core and
mandated services.

Overview of Budget Reductions
The recommended FY2018 General Fund expenditures are $757,289 more than the adopted
budget for FY2017. Management reviewed all departmental requests for FY2018 and reduced
those by $3,070,621. Further reductions were necessary to balance the recommended budget.
Personnel, operating and community funding were reduced $2,830,529, bringing the total
FY2018 budget reductions to $5,901,150.

Department

Part-Time
Vacant
Filled
(PT)
(PT)

Administration

1

Finance

1
3

Human Resources

7

1*

Landscaping
41

10
1

2
4

Total
1

1*

Health

Library

Full-Time
Vacant
Filled
(FT)
(FT)

1

2
1

47

Planning

1

1

Public Utilities

1

1

21

23

3

3

Social Services
Tax Administration and
Revaluation
Grand Total

2*

4

45

33

8

90

* includes rehired-retirees
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Our approach in considering budget reduction options was to minimize the elimination of filled
full-time positions, review program reductions using a return-on-investment perspective and to
seek creative opportunities for delivering services in the most cost-effective manner. The
significant service-level reductions can be summarized into five categories:
•
•
•
•
•

Administrative/Internal Service Departments
Social Services
Public Health
Library
Community Funding

Administrative/Internal Service Departments
Ten positions, which total $462,743, are recommended for elimination. These positions are from
the County’s administrative and internal service departments, which include Administration,
Finance, Tax, Human Resources, Landscaping, Planning and Public Utilities. Eight of the 10
positions are vacant and two are part-time positions filled by retired County employees.
Social Services
The recommended budget includes the elimination of 23 positions in the Social Services
Department. These positions total $333,501 and include 20 vacant time-limited income
maintenance positions, one vacant housekeeper position and two part-time positions filled by
retired County employees. These time-limited positions were created several years ago to create
a training pool and to provide additional staffing for Food and Nutrition Services as we worked
to achieve the 95% timeliness mandate. Fayetteville Technical Community College has created
a training and certification program for Food and Nutrition Services, which can be utilized to
train our new income maintenance workers. This reduces our need for the time-limited slots
serving as a training pool.
Public Health
Dental Clinic: Over the last several years, there has been a significant increase in the number of
private dental providers that accept Medicaid patients, thus significantly reducing the volume in
our dental clinic. It has become very challenging to recruit and retain a dentist in our clinic.
This position has been vacant since June 2016, and the Health Department has utilized a contract
dentist to provide services. We currently serve 378 patients; 238 are Medicaid and 140 are nonMedicaid.
The diminishing client volume does not support continuation of a full-time dental clinic;
therefore, it is recommended we eliminate the dental clinic as it is currently organized. A large
number of providers accept Medicaid patients, and the uninsured may seek care at Stedman
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Wade Health Services. The budget does include $5,000 to continue dental screenings in the
school system. In addition, we will maintain the dental equipment and consider opportunities to
partner with dental providers for limited clinic hours or services for the uninsured.
Adult Health Clinic: Currently we have 684 Adult Health Clinic patients, but 240 of these
patients are served by Cumberland HealthNET, which currently offers services at the Public
Health Center one day a week. The majority of these patients are non-Medicaid. Based upon the
low case load and numbers seen daily, it is recommended that we discontinue the Adult Health
Clinic as it is currently organized. There are two community clinics that take adult patients on a
sliding fee scale basis, one of which can take up to 800 additional patients. Further, we have
included $70,000 in the recommended budget to cover an additional day per week through
Cumberland HealthNET, which would allow them to see 240 more patients.
Neither clinic is required and both are fully County funded. These recommended changes in the
Public Health Department equate to a $669,832 reduction in County dollars.
Library
The recommended budget includes the elimination of the Law Library located at the Courthouse
and a reduction of 67 hours per week throughout the branch libraries for a total budget reduction
of $724,518. Management discussed many different options for reducing County dollars
appropriated for library services. Those options included closing a branch, downsizing and
consolidating a branch within an existing County facility or reducing hours of operation.
The recommendation to reduce hours across the system and not close a library allows citizens to
continue to utilize the branch they frequent. The proposed hours of operation were chosen based
upon an analysis of door-count statistics, workload indicators, public comments and requests. As
an example, citizens over time have requested an extension of Friday evening hours and
additional Sunday hours. The revised schedule includes an additional hour on Friday evening at
some branches and includes additional Sunday hours at various locations. As a point of
reference, the reduction in library hours in 2002 was more severe with an estimated reduction of
approximately 130 hours per week, which were restored over the years.
Community Funding
For FY2018 we received requests for community funding from two new organizations and
requests from currently funded agencies for increases in the amount of $242,541. These new
agencies and the requests for additional funding were eliminated from the recommended budget.
In addition, we reduced the funding for existing community agencies by 15% of the FY2017
adopted budget.
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Highlight of Recommended Expenditures
The following chart below illustrates the FY2018 requests that are included in the recommended
budget:

Recommended Expenditures
Mental Health

4,528,149

Vehicle replacement

900,018

Capital outlay

775,762

Minor Repairs and Maintenance

1,054,700

Technology upgrades

746,384

Foster Care Board payments

547,000

Board of Education

1,329,751

Fayetteville Technical Community College

544,592

2% Cost of living adjustment (mid-year)

916,955

Employee recruitment and retention remain significant challenges. Increasingly, we are losing
valued and experienced County employees to other local governments and the private sector due
to base pay considerations. Our greatest asset within our organization is our workforce. We are
a service organization and the delivery of services is heavily dependent upon human capital.
Realizing the challenges we are facing this budget year and in the future, balanced with asking
employees to do more with less, a 2% cost-of-living adjustment is recommended for a mid-year
implementation. This recommendation came after much thoughtful consideration, and it aligns
with our goal of employing and retaining professional and well-trained personnel and
maintenance of a competitive pay system.
Going forward, revisions to base pay through annual cost-of-living adjustments should be a
priority to remain competitive in the labor market. The cost of minor, annual increases in base
pay is less than the cost to recruit and train new personnel due to employee turnover. The U.S.
Department of Labor conservatively estimates the cost to replace an employee is 30% of the
employee’s salary. Using this formula, the cost to the County of employee turnover for the year
ended December 31, 2016, was $2.7 million.
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Solid Waste Enterprise Fund
The FY 2018 Recommended Budget includes a restructuring of solid waste fees. Solid Waste
revenues have been analyzed extensively by the new Solid Waste Director. As an enterprise
fund, the organization is required to generate revenue to fully cover the costs of operations.
Changes in the fee schedule include increases in some fees and a restructuring of other fees to
provide a more equitable distribution among the various customers and the different services
provided.
In the FY2016 budget process we recommended a thorough analysis of the fee structure and
specifically a review of the household fee. The current household fee of $48, which supports
landfill operations, has not been changed since inception in 1991. The proposed budget includes
increasing the household fee by $8 to an annual fee of $56. Landfill operations cannot be
sustained indefinitely as our expenses have increased significantly and revenue has remained at
1991 levels. The proposed $56 household fee is lower than those in surrounding counties.
Public Safety Task Force
The Public Safety Task Force was reactivated during FY2017 and held their first meeting in
April. The goal of the Task Force is to meet monthly and provide recommendations to the Board
of Commissioners by April 2018 on identification of consistent standards of performance
documented in updated contracts, along with the identification of a sustainable and equitable
funding formula to support delivery of fire service in the county.
At the Task Force meeting on May 18, 2017, there was discussion around short-term options
available to assist fire departments with revenue losses due to revaluation. In the interim as the
Task Force reviews funding from a long-term perspective, it is recommended that $200,000 of
fund balance in the Special District Fire Fund be appropriated and allocated to the fire
departments to mitigate a portion of the revaluation loss for FY2018. Management is working
with the president of the Cumberland County Fire Chief’s Association to develop an equitable
distribution of these funds and will share the allocation methodology during the June budget
sessions.
Continuous Pursuit of Efficiencies
This recommended budget appropriates the funding on a single year basis for FY2018. We used
a long-term sustainable perspective in making these recommendations. Concerns remain about
potential federal policy changes in FY2019, which will likely shift programmatic and financial
responsibility to the local level for mandated federal programs. The $5,901,153 of cuts in this
recommended budget represent preliminary actions that are achievable in FY2018 and provide a
foundation for future organizational restructuring and efficiencies.
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Our perspective must remain long term with a commitment to stay on a path of continuous
improvements. Moving forward our goal should be to create resiliency and stabilization
throughout our organization to better respond to future mandates and changes.
With that in mind, we will continue to review the following opportunities/strategies in the
upcoming fiscal years:
•
•
•
•
•
•
•
•

Realign social services group homes
Consolidate social services and public health into one human services agency
Divest county property
Explore the merger of county functions (technology, human resources, public
information, facilities maintenance)
Consider outsourcing options
Analyze positions as they become vacant
Continue investment in technology
Prioritize business process review/improvement

This budget should be viewed as “the launch” to an ongoing pursuit of efficiencies with a focus
on core and mandated services that will result in the rightsizing of our organization with the
continuing elimination of positions. Initial actions in this vein are taken with the
recommendation to eliminate 90 positions now and additional positions as we move forward in
strategic realignment of our organization. Rightsizing to create resiliency and a proactive posture
must be methodical and implemented with a long-term approach and time frame.
Acknowledgment
This has been the most challenging budget to prepare because I recognize and fully understand
the implications of recommending a tax increase beyond revenue neutral. But I have
thoughtfully balanced that with the scenario of a mass reduction of filled, full-time positions and
a drastic reduction in services that our citizens rely on each day. In addition, I remain mindful of
the importance of maintaining our solid financial position and protecting our reserves to be a
resilient organization.
After much consideration of the above factors, I have concluded we cannot continue our
obligation to provide and fund mandated services and maintain a solid financial condition
without a tax increase. With that in mind, I am respectfully submitting this FY2018
Recommended Budget for your review and consideration. I am grateful for the opportunity you
have given me to serve our community.
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I want to thank our department heads who have willingly provided input and budget reduction
options that are not ideal, but necessary. I also want to acknowledge our budget staff that
committed many evenings and weekends to provide information for management’s review and
consideration. The County is very fortunate to have dedicated and committed employees at all
levels throughout the organization.
Respectfully submitted,

Amy H. Cannon
County Manager
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