County Manager’s Capital Improvement Plan Messaqge

Members of the Board of County Commissioners and citizens of Durham County:

| am pleased to present Durham County’s 2008-2017 Capital Improvement Program (CIP). This plan is important for the
County and its citizens for several reasons. First, it clearly states the intentions and priorities of the Board of County
Commissioners concerning capital needs for the next ten years. Secondly, it defines the fiscal and logistical constraints that
factor in the timing and choices of each project, as well as the County’s overall fiscal health. Third, this plan shows the costs
and anticipated funding sources needed and used to achieve these goals. Capital projects in the plan only extend into the
future for ten years, but the fiscal effects extend outward up to 25 years. With that in mind a capital financing plan is also
presented showing all funding sources and revenues that will be used to support estimated capital project costs. Finally, this
Capital Improvement Plan is just that, a plan, and while a great deal of effort and thought have already gone into developing
what you will see in the following pages, it offers a starting point from which yearly comparisons, fiscal and environmental

changes, unforeseen needs, and public discussion can ensue.

This version of the Capital Improvement Plan (2008-2017) is a major update (biennial) of the last published CIP, which
spanned years 2006-2015. The major changes to this current CIP, as compared to the last CIP, are:

e The addition of two GO Bond referendums, one in 2007 ($207) million and the other in 2013 ($226 million), making a
total of three (2009 - $130 million) planned over the next ten years. All three planned referendums are driven largely
by growth needs for Durham Public Schools.

e Significant increases to the planned cost of the Human Services Complex, the New Justice Center, and Judicial
Building renovations, based on inflationary increases in building materials. The estimated cost increase for these
three projects is $45 million.

e The entire scope of Durham Public School needs was reevaluated and updated. Additional GO Bond referendums
were added and the result was an increase of $432 million in DPS needs over the next ten years as compared to the
last CIP.



DURHAM COUNTY POLICY ON FINANCING CAPITAL PROJECTS

Durham County recognizes the goal of the capital financing policy is to provide for the adequate funding of the county's capital
program while avoiding erratic increases or decreases in the county's property tax rate. Thus, a capital financing plan for the
payment of debt related to projects financed by long-term borrowing shall be updated annually.

The county currently dedicates the following revenues to the payment of debt and capital projects:

Article 40 and Article 42 one-half cent sales taxes;
The county's share of the occupancy tax;
Countywide property taxes;

Enterprise revenues.

The county reserves up to twenty percent (20%) of these annually-dedicated revenues for pay-as-you-go projects. In addition,
the pay-as-you-go policy restricts dedicated property tax revenue to 20% of a maximum of five cents (One cent total) in
countywide property taxes.

Investment earnings on unexpended debt proceeds shall be restricted to the payment of debt. Investment earnings on
amounts restricted for the payment of debt and pay-as-you-go funds shall bear the same restrictions as the principal amounts
generating these investment earnings.

Excess funds, if available, within the debt service fund may be used to provide advance funding for capital projects pending
bond sale or loans to the equipment leasing fund. Such advances or loans would be repaid with interest based on the monthly
yield of the North Carolina Cash Management Trust short-term investment fund.

This policy applies to the governing board and administration of the county and may be revised from time to time by the
governing board, as it deems appropriate to meet the changing needs of the county for capital financing.



Debt Service

Current Debt Service
At a bond referendum held on November 6, 2001, County voters approved bond orders giving the County the authority to

issue general obligation bonds in an aggregate principal amount not to exceed $74,660,000 to finance the construction of
selected capital projects. A summary of this referendum is included:

2001 Bond Authorization

School Facilities $51,800,000
Library Facilities $10,270,000
Museum $5,840,000
Recreational Facilities $5,550,000
Health Care Facilities $1,200,000
Total $74,660,000

All but six million dollars of these G.O. bonds were issued in 2002.

The County issued two-thirds G.O. debt proceeds in January 2002, amounting to $11,050,000 in general obligation bonds.
The Public Improvement Bonds represent a consolidation of $5,910,000 Public Building Bonds and $5,140,000 Library
Facilities Bonds.

A bond referendum held in November 2003 was approved by voters, giving the County the authority to issue general
obligation bonds in an aggregate principal amount not to exceed $124,000,000 to finance the construction of selected capital
projects.

2003 Bond Referendum

School Facilities $105,315,000
Community Colleges $4,637,262
Library Facilities $5,184,513
Museum Facilities $8,200,000
Issuance Costs $663,225
Total $124,000,000

In April 2004 the County issued $40.6 million of the total 2003 authorization amount of $124,000,000, and the final $6 million
of the total 2001 authorization amount of $74,660,000 in general obligation debt. These bond funds are supporting $26.13
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million in school projects, $5.18 million for the NC Museum of Life & Science, $4.64 million for libraries, and $4.2 million for
Durham Technical Community College. Bond issuance costs make up the remaining funds.

Also in April 2004, the County issued $10.6 million in two-thirds general obligation debt to support three ongoing capital
projects: $7.63 million for a new Justice Center, $2.48 million for a new Human Services Complex, and $381,000 for
renovations to the Headstart/YMCA building. Bond issuance costs make up the remaining funds.

Late in fiscal year 2005-06 the County issued approximately $11.38 million in two-thirds general obligation bonds for Durham
Public Schools, land acquisition, libraries, and county buildings, as well as $49.225 million of general obligation bonds for
Durham Public Schools ($45.08 million) and Durham Technical Community College ($4.145 million). These G.O. bonds are
the second issuance of the voter approved amount authorized in 2003.

Bank financing has been used to support smaller capital projects and parts of larger projects. These borrowed funds are
generally paid off within 5 years.

New Debt Service

In April or May of FY 2008 the last issuance of the 2003 G.O. Bond ($34.175 million for DPS) will occur. Also, $4.8 million in
two thirds General Obligation bonds will be issued, including $3.38 million for Criminal Justice Center renovations, and the
rest for three smaller projects.

A General Obligation bond referendum totaling $207.1 million is planned for November 2007.

2007 Bond Referendum

Durham Public Schools $194,240,000
Durham Technical Community College $8,680,000
NC Museum of Life & Science $4,180,000
Total $207,100,000

If the referendum is approved, approximately $56 million of the authorized amount is planned for issuance in 2010 with short
term borrowing to cover the difference between FY 2008 and 2010. Using short term borrowing (BANS) will allow for a more
accurate issuance amount than has been available in the past.

Comments: North Carolina law limits local government net debt to 8% of assessed value. Based on current valuations, the county could
issue $1,813,358,889 in debt. At this writing the county has $259,881,989 in outstanding general obligation debt. An additional
$22,325,000 in certificates of participation debt is not included in this legal limit.
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2008-2017 Capital Improvement Plan Function Percentages

Enterprise Fund

2.77%
Culture & Recreation

2.46%

General Government
16.85%

Public Safety
3.39%

Environmental Protection
0.96%

Human Services
10.12%

Education
63.45%



2008-2017 Capital Improvement Plan Expenditures by Year
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2008-2017 Capital Improvement Plan Function Totals
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Durham County 2008-2017 Capital Improvement Plan

Project Costs

Functional Area Project Prior Years 2007-08 2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-17 Grand Total
General Government New Justice Center $12,821,455 $19,887,869 $17,405,364 $27,291,492 $32,184,413 $0 $0 $0 $0| $109,590,593
Judicial Building Renovation $631,872 $471,600 $0 $1,381,010 $346,240 $4,250,028 $7,623,820 $0 $0 $14,704,570
IT-Finance System $3,465,000 $0 $0 $0  $1,500,000 $0 $0 $0  $1,500,000 $6,465,000
IT-Replacement Sched. $5,490,900 $1,620,600 $1,625,060 $1,692,480 $1,021,100 $2,172,960 $1,440,680 $1,281,600 $4,884,740 $21,230,120
County Stadium Improvements $0 $162,361  $2,846,105  $1,491,534 $0 $0 $0 $0 $0 $4,500,000
IT-Telecommunications System $1,410,000 $0 $475,000 $0 $0 $0  $450,000 $0 $125,000 $2,460,000
American Tobacco $14,502,000 $0 $0 $0 $0 $0 $0 $0 $0 $14,502,000
Boardroom Technology Upgrade $120,000 $650,000 $0 $0 $0 $0 $0 $0 $0 $770,000
Admin. Bldg. Refurb. $0 $626,750 $343,510 $0 $0 $788,288 $3,445,313 $0 $0 $5,203,860
Main St. Parking Deck $0 $0 $0 $0 $0 $0 $1,083,016 $7,580,506 $7,580,506 $16,244,028
Civic Center $0 $824,323 $575,000 $400,000 $0 $0 $0 $0 $0 $1,799,323
General Government Total $38,441,227 $24,243,503 $23,270,039 $32,256,516 $35,051,753 $7,211,276 $14,042,829 $8,862,106 $14,090,246 $197,469,494
Public Safety Animal Control Facility $718,073 $677,126 $0 $0 $0 $0 $0 $0 $0 $1,395,199
EMS-South Station-District 5 $20,000 $0 $0 $0 $0 $1,281,556 $0 $0 $0 $1,301,556
EMS Station #1 Renovations $0 $315,000 $0 $508,000 $0 $0 $0 $0 $0 $823,000
Sheriff-Training Center & Driving Range $0 $0 $0 $0 $0 $0 $0 $1,659,166 $2,412,172 $4,071,339
Sheriff-Detention Center Annex $267,193 $0 $0 $0 $0 $1,823,094 $19,950,840 $0 $0 $22,041,127
Sheriff-Finger Printing $80,000 $0 $0 $0 $0 $0 $0 $0 $0 $80,000
Sheriff-Radio System $5,790,000 $0 $0 $0 $0 $0 $0 $0 $0 $5,790,000
CJRC Renovation $501,946 $335,101 3,045,449 $0 $0 $0 $0 $0 $0 $3,882,496
Public Safety Total 7,377,212 $1,327,227 3,045,449 508,000 $0 $3,104,650 $19,950,840 $1,659,166 $2,412,172 $39,384,717
Environmental Protection|{Open Space Land Acquisition 4,221,000 $550,000 $550,000 650,000 $650,000 $750,000  $750,000 $850,000 $850,000 $9,821,000
Timberlake Rail Trail $0 $0 $0 $1,500,000 $0 $0 $0 $50,000 $800,000 $2,350,000
New Hope Creek $500,000 1,064,000 $0 $0 $0 $0 $0 $0 $0 $1,564,000
Environmental Protection Total 4,721,000 1,614,000 $550,000  $2,150,000 $650,000 $750,000 $750,000 $900,000  $1,650,000 $13,735,000
Human Services Human Services Complex 7,946,642 $28,624,044 $21,566,400 $24,194,509 $20,086,865 $557,042 $0 $0 $0| $102,975,501
MH Crisis Center Renovation $0 $500,000 $0 $0 $0 $0 0 0 0 $500,000
Human Services Total $7,946,642 $29,124,044 $21,566,400 $24,194,509 $20,086,865 $557,042 $0 0 0 $103,475,501
Education Whitted School\Head Start Relocation $1,112,250 $0 $0 $0 $0 $0 $0 0 0 $1,112,250
Durham Public Schools $135,166,215 $55,476,874 $56,137,423 $118,952,457 $60,958,596 $62,264,414 $5,687,880 $57,548,980 $172,646,940 $724,839,779
DTCC-Main Campus Expansion $0  $2,000,000 $0 $0 $0 $0 $0 $0 $0 $2,000,000
DTCC-Newton Bldg Expansion $320,000 $1,360,000 $2,320,000 $0 $0 $0 $0 $0 $0 $4,000,000
DTCC-Campus Improvements $5,200,000 $2,000,000 $1,000,000 $0 $0 $0 $0 $0 $0 $8,200,000
DTCC-Northern Durham Center Expansion $420,000 $580,000 $0 $0 $0 $0 $0 $0 $0 $1,000,000
Education Total $142,218,465 $61,416,874 $59,457,423 $118,952,457 $60,958,596 $62,264,414 $5,687,880 $57,548,980 $172,646,940| $741,152,029
Culture & Recreation Main Library Renovations $0 $717,282 $0  $1,523,198 $3,594,588 $5,736,466 $0 $0 $0 $11,571,533
South Regional Branch $5,687,262  $4,086,840 $0 $0 $0 $0 $0 $0 $0 $9,774,102
Southwest Branch $2,290,575  $3,381,371 $0 $0 $0 $0 $0 $0 $0 $5,671,946
NC Museum of Life & Science BioQuest Project $10,970,000 $1,612,473 2,558,339 $0 $0 $0 $0 0 0 15,140,812
Culture & Recreation Total $18,947,837  $9,797,966 52,558,339 $1,523,198  $3,594,588 $5,736,466 $0 0 0 42,158,394
Enterprise Fund Waste Water Treatment Plant Improvements $35,626,815 $15,450,750 $0 $0 $0 $0 $0 0 0 51,077,565
Collection System Rehabilitation $1,400,000 $500,000 $500,000 $500,000 $500,000 $500,000 $500,000 $500,000 $1,500,000 $6,400,000
Reused Waste Water Facility $350,000  $3,700,000 $0 $1,000,000 $0 $0 $0 $75,000 $925,000 $6,050,000
Enterprise Fund Total $37,376,815 $19,650,750 $500,000 $1,500,000 $500,000 $500,000 $500,000 $575,000 $2,425,000 $63,527,565

Grand Total

$257,029,198 $147,174,365 $110,947,650 $181,084,679

$120,841,802 $80,123,848 $40,931,549 $69,545,252 $193,224,358 $1,200,902,700




2008-2017 Capital Improvement Plan By Revenue Source
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Capital Improvement Plan Financing Overview

Two major functions of a capital improvement plan are the identification and prioritization of capital projects over a specified
amount of time (in this case 10 years) and the financing choices used to fund planned capital projects. The selection of
projects for Durham County’s 2008-2017 capital improvement plan was born out of a detailed grading process that involved
costs, needs, timeliness, and other criteria. The financing choices were and are more limited. Identifying a particular type of
financing for a specific project includes: assessing legal funding criteria for specific types of projects, County debt capacity,
securing and keeping a high County bond rating, the total cost of issuing different types of debt, debt payment schedules,
planned tax increases due to increased debt payments, and anticipated voter support for bond referendums. While finding
worthwhile capital projects to support is all too easy, finding the appropriate debt vehicles and revenue to support debt
payments is much more complicated.

Below is a list of the types of funding included in Durham County’s 2008-2017 capital improvement plan along with a brief
description:

County Contribution: Funding directly from the County General Fund for each year. There is no debt associated with this
funding.

General Obligation Bonds: Funds received after voter approval of a bond referendum. This is the strongest form of security
a local government can pledge for debt, its full faith and credit, making the debt general obligation. In November 2003,
Durham County residents voted in a referendum giving Durham County the approval to issue up to $124 million in general
obligation debt. Debt payments for G.O. Bonds are expected to be paid off over twenty years.

Two Thirds Bonds: These are funds that the County can receive by issuing General Obligation bonds equal to 2/3rds of the
amount of General Obligation Bond debt service paid off in the previous year. These bonds do not require voter approval.

COPS/Short Term Bank Financing: Certificates of Participation (COPS) and Bank Financing are other financing sources that
do not require voter approval. Certificates of Participation are a loan (made by multiple financial institutions) broken into
pieces and sold to investors. Each piece is a Certificate of Participation.

Short term bank financing is secured by a pledge of the asset being purchased, and is being used in this current CIP for IT
related purchases of County computer hardware replacement. For the computer hardware loan, funds will be borrowed on a
three year schedule to coincide with a planned three year hardware replacement schedule.

Enterprise Fund (Revenue Bonds): These funds come from revenue collected by the County's wastewater treatment facility
and collection system. The revenue goes to support capital projects related to the wastewater treatment facility and collection
system. Revenue Bonds were issued for phase Il of the Waste Water Treatment Plant (WWTP) Upgrade project after an in-
depth fee study and rate change were implemented. Revenue Bonds are backed by revenue earned by the asset, in this case
fees charged to customers of the WWTP.
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2008-2017 Capital Improvement Plan Funding by Year
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