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EXECUTIVE SUMMARY

MGT was selected to perform a comprehensive management and performance
review of Jefferson County services and operations in January 2005.

Several county elected officials chose not to participate in the review. MGT agreed
to conduct limited reviews of their offices, based on existing information and, where

possible, comparisons to peer counties.

Employee Survey

As part of its study, MGT surveyed Jefferson County employees to measure their
opinions concerning the work environment, job satisfaction, personnel management and
other aspects of county operations. All 1,247 Jefferson County employees received
surveys; 300 employees (24 percent) completed and returned them.

In general, the respondents consider the county work environment to be
adequate, but are clearly dissatisfied with pay and benefits, and unhappy about
disparities among salaries and workloads. A majority feels that management does not
value employee opinions adequately, and was quite critical of managerial decision-
making and commissioner performance as well.

Despite such indicators of low morale, county employees are generally satisfied
with their jobs. Two-thirds believe that the county provides good customer service to its
citizens. More than half, however, feel that residents do not receive a good deal for their

taxes, and that the county does not communicate well with taxpayers.

Organization and Management

Jefferson County has four commissioners and a county judge who oversee the
county’s general business and financial affairs, as well as about 1,150 full-time and 97

part-time employees. Other major elective offices include the sheriff, district attorney,
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Executive Summary

county and district clerks, tax assessor-collector, treasurer, justices of the peace and
constables. The county also has an auditor appointed by the district judges.

Administrative staffing and expenditures for the offices of the commissioners and
county judge appear to be high when compared to peer counties. Jefferson County’s
commissioners and county judge should reduce their administrative staffing by at least
four employees, for an annual savings of about $160,000. In addition, sharing staff
among the commissioners and the judge will provide additional efficiencies.

MGT found a high degree of mistrust and misunderstanding among Jefferson
County’s elected officials, a situation affecting departmental heads as well as line
employees. This mistrust hinders the county in focusing on its main priorities. Nearly all
elected officials and department heads, moreover, told MGT that the budget process is
ineffective, as is communication regarding the budget.

The county has no long-range strategic plan to guide its operations. Only the
county judge’s office has a formal strategic plan. Other departments conduct their own
planning and set their own goals, but their plans often are not written, are not monitored
in any meaningful way and are not coordinated into an overall plan for the county.

Jefferson County should establish a countywide strategic planning and budgeting
function, and develop a long-range strategic plan based on input from all county
departments and employees. To ease friction among the various elected officials, the

county should consider hiring an outside facilitator to assist with initial planning efforts.

Finance and Business Functions

Jefferson County’s revenue growth has been sluggish in recent years, yet its
expenditures rose in all but one year since fiscal 1999. Consequently, the county has

experienced repeated budget deficits since fiscal 2000.
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Executive Summary

To finance these deficits, the county has relied heavily on its fund balances. The
General Fund balance fell from $25.4 million in fiscal 1999 to $5.1 million in fiscal 2004,
a drop of 80 percent. The Government Finance Officers Association recommends that
governments maintain an unreserved fund balance of 15 percent of general fund
expenditures or two months of general fund operating expenditures.

In addition, Jefferson County’s Enterprise Fund has been operating in the red.
From fiscal 2000 to fiscal 2004, the airport ran a deficit averaging $1.7 million per year,
while Ford Park’s deficit ballooned to $3.6 million in fiscal 2004. These deficits are partly
financed by transfers from the General Fund, thus increasing its problems.

Jefferson County has no comprehensive financial management strategy or long-
term financial plan. It budgets and spends funds without analyzing how they further the
county’s goals and objectives. MGT found little accountability for spending and a
shortsighted focus on current-year finances.

The county should adopt a comprehensive strategy that ties spending to goals,
and develop a coordinated process to guide, monitor and report on the progress of each
department and office. It should abolish the current Budget Office and eliminate the
three positions currently assigned to it, replacing it with an Office of Strategic Planning
and Budget. An experienced budget analyst should be hired to assist its director.

MGT found that the county’s budget officer constructed the fiscal 2004 and 2005
operating budgets strictly as line-item budgets, without budget summaries or narratives
that could explain why money is being appropriated and what it is intended to
accomplish.

The county should shift its budgeting process and documentation to a
performance basis, prioritizing funding by desired outcomes and individual performance

measures for programs and departments. All operations, programs and processes
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Executive Summary

should be measured against the written goals and objectives of their respective
departments.

Jefferson County also lacks a comprehensive set of policies to safeguard against
imprudent financial decision-making and ensure compliance with statutory requirements.
The commissioners court should adopt a clear set of written financial policies governing
financial planning, revenues, expenditures, fund balances and accounting.

Several Jefferson County departments, including the juvenile courts, justices of
the peace, adult probation office, sheriff's office and the county clerk’s office, collect fees
and fines on the county’s behalf. In recent years, their efforts to collect unpaid fees and
fines have proven ineffective. The county should seek free assistance from the state’s
Office of Court Administration, which can train county staff in the collection of fees and
fines and provide ongoing support for this function. A 20 percent increase in fee and fine
collections would net the county an additional $500,000 annually.

The county’s Management Information System (MIS) Department maintains 900
personal computers and 500 printers, many of which should be replaced to increase
worker productivity. MIS should make a priority list of PCs and other hardware that need
updating or replacement. The Office of Strategic Planning and Budget should develop a
capital improvement plan that includes a “rolling” schedule for hardware replacement.

County employee morale is low, at least partly because they have not received
pay raises in four years due to budget constraints. The county should contract with an

outside firm to conduct a new compensation and classification study for its employees.

Maintenance, Equipment and Structures

Jefferson County does not have an annual plan for road maintenance, and since
each precinct is responsible for overseeing, budgeting and maintaining its own roads,

their priorities diverge dramatically. This decentralized approach prevents the county
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Executive Summary

from generating economies of scale. Centralizing the county’s Road and Bridge
Department and eliminating 13 excess positions would eliminate duplicated efforts, allow
for more efficient usage of equipment and save the county about $5.6 million over five
years.

The current road and bridge maintenance program, moreover, is based only on
historical knowledge and complaints reported by the public. The county should institute a
program involving routine inspections of road, mowing and drainage conditions;
identification of work needs; and the development of a proactive maintenance plan.

The Building Maintenance Department is responsible for maintaining all county
public buildings, properties and landscaping. Its record keeping is manual, making it
difficult to track costs and organize work efforts efficiently. An automated tracking system
would allow the department to manage its workload more efficiently, balance its resource
requirements and prepare a variety of useful management reports. The department also
lacks written performance measures. It should establish such measures and create
recording and reporting procedures to track them.

Jefferson County’s Vehicle Service Center, staffed by a director and three
mechanics, maintains a fleet of about 190 vehicles. The center appears to be
overstaffed. Industry standards call for a ratio of about one mechanic per 90 vehicles;
the center’s ratio is about 1:48. Eliminating one mechanic’s position would save the
county $46,000 annually. The department, moreover, processes all work orders
manually. Commonly available, automated fleet management systems offer features that

could greatly increase its productivity.

Judicial and Public Safety Functions

MGT compared Jefferson County’s County Correctional Facility with similar

facilities in a series of “peer” counties. Jefferson County’'s per-capita cost of jail
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Executive Summary

operations—that is, the jail's cost per county resident—was more than twice the peer
average, apparently due to its incarceration rate, which is among the state’s highest.
Nearly 60 percent of the county’s jail population represents pre-trial inmates, compared
to a statewide average of 48.6 percent. Jefferson County should review its pre-trial
release program and practices to determine why its percentage of pre-trial detainees is
so high.

Corrections authorities generally believe an available bed capacity of 15 percent is
sufficient to cover normal fluctuations in demand. From January 2000 through February
2005, the Jefferson County jail's capacity fell below 15 percent in just eight of 62
months. Jefferson County should closely monitor its demand for jail beds and adjust its
operating practices accordingly, possibly closing housing units to reduce operating costs
or increasing the number of beds leased to other jurisdictions.

The Sheriff's Correctional Services Unit has used private contracts in areas
including health care and dietary services. In addition, it has contractual arrangements
that generate revenue for the county, including private management of its downtown
detention facility and contract housing provided at that facility for state and federal
prisoners. This arrangement is clearly beneficial for the county and should be continued.
The county should monitor and document all vendor performance in meeting key
contract provisions on at least a quarterly basis.

The Law Enforcement Division employs 65 deputies. Of these, however, only 22
are available for patrol duties. The rest are responsible for functions such as D.A.R.E.,
training, forensics, warrants, narcotics, the airport and investigative duties. The Sheriff's
Office should complete a thorough study of these assignments, with the goal of making
more officers available to respond to calls and participate in community policing efforts.

The Sheriff’'s Office hourly pay schedule is lower than those offered by other law

enforcement agencies in the county. Yet the office also has four deputy chiefs, two
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assistant chiefs, three majors, six captains and 19 lieutenants, an top-heavy rank
structure. The department should conduct a detailed study of its organizational structure,
including a salary and benefits study, and consider reducing its number of middle
management positions.

The county’s six constables’ offices experienced an overall decrease in workload
between 2002 and 2004, yet their staffing levels generally remained constant and their
funding rose. Furthermore, the constables’ workload is not distributed evenly; Precinct 8,
for instance, with the highest staffing, had the second-lowest workload of all precincts.
Eliminating one constable and redistributing the workloads would allow the county to
save about $116,000 annually.

Similarly, the county has six justice of the peace (JP) precincts and seven JPs
(Precinct 1 has two places), each justice having three employees, and yet their
workloads vary significantly. Several counties chosen for comparison with Jefferson
County have significantly larger populations and caseloads yet fewer JPs. Eliminating
one JP precinct would save the county $212,000 annually.

Jefferson County’s indigent defense costs have risen sharply in recent years.
Many counties have found that centralizing this function in a public defender office has
cut their costs while yielding higher dependability and more predictable budgeting. A

public defender office could reduce the county’s costs for this function by 22 percent.

Enterprise Operations

Jefferson County maintains two operations accounted for as proprietary funds,
Ford Park and the Southeast Texas Regional Airport (SETRA). Proprietary funds are
used to account for operations financed and operated in a manner similar to those in the

private sector, where the intent is to recover costs primarily through user charges.
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Ford Park is a multi-purpose entertainment complex that became fully operational
in 2004. SMG, a private vendor, oversees its day-to-day operations. Shortly after the
project began, the nation entered an economic downturn that affected the park’s
financial prospects. In addition, the park has been plagued with management problems,
including flawed financial projections, poor record-keeping and underestimated funding
requests. The county has not yet developed a long-term strategy for the park.

Jefferson County should establish a Parks Board to oversee the park’s operations;
take steps to ensure that terms of its contract with SMG are adhered to strictly; and
develop a long-range strategic plan for Ford Park that addresses issues such as
community buy-in and support and capital investment requirements.

SETRA requires a subsidy of county general funds to pay its bills. The amount of
county funds needed to continue its operations, however, fell sharply in 2004, due to the
hiring of a new airport manager with financial experience. But SETRA has not pursued
federal grants as aggressively as other smaller and mid-sized Texas airports. A good
deal of money is being left on the table for the lack of relatively modest matching funds.

No cargo carriers serve SETRA. This inconveniences area businesses and
contributes to the airport’'s relatively low revenue from landing fees. SETRA
management, county officials and local airport supporters should coordinate their efforts
to encourage cargo carriers to offer service at SETRA.

SETRA's hangar rental rates also appear to be low compared to similar airports,
even though it has a waiting list for hangar space. SETRA should consider building
additional hangars and should revise its rental and other rates to ensure they are
competitive with those at other airports.

SETRA's vehicle and equipment inventory is completely inadequate to maintain
safe and efficient airfield operations. Much equipment is broken and some is beyond

repair. SETRA has no preventive maintenance schedule for its equipment, to maintain it
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in good working order and prolong its operational life. The airport manager should
develop a capital improvement plan and equipment replacement schedule so that new
equipment can be acquired systematically, before the existing stock breaks down.

An FAA-certified airport must have a master plan for its operations. SETRA'’s has
not been updated since 1994. Jefferson County should begin the master planning
process immediately. The process should address the airport’s continuing financial

viability, considering a broad variety of options for the next 10 to 25 years.

Health and Welfare / Library / Veterans Service Office

The Health and Welfare Department (HWD) provides medical services to qualified
indigent and low-income county residents. These services are provided at units in
Beaumont and Port Arthur—Unit 1 and 2, respectively. In addition, HWD maintains a
mid-county immunization clinic and a pharmacy collocated with Unit 1 in Beaumont.

New patients typically must wait three to four weeks for their first appointment,
forcing some indigent patients to use emergency rooms (ERs) for primary care.
Jefferson County should hire a third nurse for the Beaumont unit and should consider
hiring a physician assistant for both units, to ensure that it can continue to provide
federally required indigent health care.

The Jefferson County Library (JCL) operates a popular bookmobile that travels to
locations around the county on a regular schedule. Patronage at JCL itself, however,
has declined, a situation reflected in reduced staffing and shorter operating hours. The
JCL is staffed by just three library services specialists, lacks public Internet access and
is one of the few Texas libraries lacking an automated catalog and circulation system.

The commissioners should decide whether they want to maintain a functional
public library. The current facility is clearly inadequate. They should close the JCL and

negotiate agreements for county residents to use municipal libraries in the area, or
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Executive Summary

provide enough funding to make the present facility viable. If they choose the latter
option, they should aggressively seek grants and private donations.

Jefferson County’s Veterans Service Office (VSO) provides assistance to veterans
and their widows, widowers and children from one office in the county courthouse and a
satellite office in Port Arthur. VSO is staffed by a veterans service officer, one office
supervisor and two office specialists, and on occasion a part-time work-study student.
The VSO’s workload has increased in recent years, even though the county’s estimated
number of veterans is falling.

VSO'’s current office in the county courthouse should be relocated to allow better
access for veterans and adequate working space for staff and storage. The Port Arthur
office should be closed and a satellite office opened in the Port Arthur Health and
Welfare Building. This could be open for two or three days a week and staffed by two
employees. On the remaining days, one or two VSO employees should set up a satellite

office at places likely to have veterans, such as the VA’'s Beaumont Clinic.
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1.0 INTRODUCTION AND BACKGROUND

Introduction

In September 2004, Jefferson County issued a request for proposals for a
comprehensive management and performance review of its services and operations.
MGT submitted its proposal in October 2004 and was selected to conduct the project in
January 2005. On-site work began in February 2005.

This study shows the county’s effort to be responsible stewards of the taxpayer’'s
money and to spend that money only on essential services, particularly in light of the
county’s tight financial situation. Funding for this study came primarily from donations
from a citizen’s business group, while $60,000 came from a donation from the county’s
budget officer who gave up one year’s salary.

As a part of this review, the county commissioners appointed a 9-member Citizens
Steering Committee to oversee the process. The steering committee’s duties are to:

» participate in interviews of prospective management consultants and
recommend candidates to the Commissioners Court;

» review the contract objectives and make recommendations concerning
the scope of work to be performed;

» attend any meetings with the management consultant scheduled by the
Commissioners Court; and

» review the final report at a joint meeting scheduled by the
Commissioners Court.

Both the Steering Committee and the Commissioners Court stressed that finding
cost savings and improving the county’s financial situation were the primary purposes for
this review. In a January 31, 2005 Commissioners Court workshop, the commissioners

directed MGT to focus its efforts on a review of the following areas:
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Introduction and Background

Ford Park;

Airport;

County Judge;
Commissioners Court; and

a r wbh e

Tax abatements.

MGT's review was preceded by a similar effort conducted by the Texas
Comptroller of Public Accounts. In February 2003, the county requested a review from
the Comptroller’s Local Government Assistance (LGA) Division, which provides various
types of managerial assistance and advice to Texas local governments at no charge.
LGA conducts reviews intended to help local governments comply with state laws,
streamline their operations, improve customer service and manage public funds
prudently.

In June 2004, LGA staff conducted site work for their review. At that time,
however, several county elected officials chose not to participate. As a result, the LGA
review scope ultimately was restricted to reviews of the county’s budget operations and
processes, its handling of uncollected fines and fees and its purchasing process. LGA
issued its report on Jefferson County in April 2005.

MGT encountered similar difficulties. As the firm began negotiating its contract
with the county, many elected officials again expressed their desire not to participate.
The Commissioners Court asked all independently elected officials to communicate their
intention to participate or decline in writing. Exhibit 1-1 compiles their responses.

MGT agreed to conduct limited reviews of the offices that chose not to participate.
These efforts were limited to reviewing readily available information and, where possible,

comparisons to peer counties.
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Introduction and Background

Methodology

Since the impetus for this review as expressed by the steering committee and the
Commissioners Court was to focus on finding significant cost savings, MGT reviewed
the respective budgets for each department and targeted those areas that had the
greatest potential for finding savings. Exhibit 1-1 below presents each General Fund
department’'s budget, along with the representative percentage of each department’s
budget to the total county budget. This exhibit also indicates whether the department
participated in the review. As this exhibit shows, many of the departments having the
largest budgets chose not to participate in the review, including the sheriff's office, jalil,
tax office, county clerk, district clerk and most of the courts.

EXHIBIT 1-1

JEFFERSON COUNTY DEPARTMENTAL BUDGETS
SORTED FROM LOWEST TO HIGHEST

Department 2004-05 Percent of Participating?
Budget Total Budget (Y/N)
Community Supervision $13,628 0.02% N
Maintenance-Mid County 38,600 0.05% Y
Printing Department 125,923 0.16% Y
60th District Court 159,430 0.20% N
58th District Court 160,618 0.21% Y
172nd District Court 172,248 0.22% Y
Parks and Recreation 172,447 0.22% Y
Emergency Management 174,632 0.22% Y
Dispute Resolution 177,293 0.23% Y
Budget Office 180,730 0.23% Y
Child Welfare Unit 182,600 0.23% Y
Capital Outlay 185,426 0.24% N/A
County Treasurer 205,224 0.26% N
Risk Management 206,469 0.27% Y
136th District Court 208,130 0.27% N
Constable PCT 4 209,378 0.27% N
Veteran's Services 212,641 0.27% Y
Justice Court-PCT 2 $225,076 0.29% N
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EXHIBIT 1-1 (Continued)
JEFFERSON COUNTY DEPARTMENTAL BUDGETS
SORTED FROM LOWEST TO HIGHEST

Department 2004-05 Percent of Participating?
Budget Total Budget (Y/N)
Justice Court-PCT 4 $231,276 0.30% N
Nurse Practitioner 239,615 0.31% Y
Library 243,195 0.31% Y
Environmental Control 243,339 0.31% Y
Justice of Peace PCT 8 246,109 0.32% N
Justice Court-PCT 1 PL 1 247,235 0.32% N
Justice Court-PCT 1 PL 2 250,045 0.32% N
Justice Court-PCT 6 257,484 0.33% N
County Human Resources 259,038 0.33% Y
County Morgue 261,000 0.34% Y
Justice Court-PCT 7 263,469 0.34% N
Pre-Trial Release 283,631 0.36% Y
Agriculture Extension SVC 299,725 0.38% Y
279th District Court 313,553 0.40% N
County Court at Law No.1 321,092 0.41% Y
Constable PCT 7 327,422 0.42% N
Constable PCT 2 339,969 0.44% N
Alternative School 342,355 0.44% N
317th District Court 343,176 0.44% N
Jury 365,844 0.47% N
Constable PCT 6 366,553 0.47% N
Court Master 376,257 0.48% N
Claims Processing 406,644 0.52% Y
Purchasing Department 459,880 0.59% Y
County Court at Law No.2 467,937 0.60% N
County Court at Law No.3 489,585 0.63% N
Maintenance-Port Arthur 513,522 0.66% Y
Crime Laboratory 541,720 0.70% N
Constable PCT 1 553,402 0.71% N
Constable PCT 8 573,135 0.74% N
Service Center 655,302 0.84% Y
Engineering Fund 686,768 0.88% Y
County Judge 736,124 0.95% Y
Health and Welfare No. 2 831,060 1.07% Y
Health and Welfare No. 1 843,976 1.08% Y
Criminal District Court 956,385 1.23% N
252nd District Court 991,029 1.27% N
MIS $1,105,546 1.42% Y

MGT
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EXHIBIT 1-1 (Continued)

JEFFERSON COUNTY DEPARTMENTAL BUDGETS
SORTED FROM LOWEST TO HIGHEST

2004-05 Percent of Participating?
DRI Budget Total Budget (Y}ON) °

Auditor's Office $1,107,199 1.42% Y
Road and Bridge PCT. #2 1,175,137 1.51% Y
Road and Bridge PCT. #1 1,193,952 1.53% Y
Juvenile Probation Dept. 1,210,276 1.55% Y
District Clerk 1,314,679 1.69% N
Juvenile Detention Home 1,335,387 1.72% Y
Road and Bridge PCT. #4 1,350,926 1.74% Y
Road and Bridge PCT. #3 1,406,747 1.81% Y
Mosquito Control Fund 1,581,815 2.03% Y
County Clerk 1,801,890 2.31% N
Maintenance-Beaumont 2,685,461 3.45% Y
Tax Office 2,886,371 3.71% N
Indigent Medical Services 3,118,131 4.00% Y
District Attorney 4,334,104 5.57% N
General Services 5,334,659 6.85% Y
Sheriff's Department 6,889,074 8.85% N
Jail - No. 2 18,889,098 24.26% N
Total General Fund

Expenditures $77,858,796 100.0%

Because of the focus on finding significant cost savings, not all departments

received a detailed review and therefore show no findings or recommendation in the

report.

After an analysis of each department’s budget, MGT conducted diagnostic

interviews with personnel in all participating county departments. Such interviews were

intended to yield a basic understanding of the county’s organization and business

operations, and to identify potential improvements in economy or efficiency. After these

interviews, MGT assigned a consulting team to examine selected issues warranting in-

depth review.

MGT
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Introduction and Background

The review team then conducted in-depth interviews with county managers,
elected officials and employees to gain a more detailed understanding of their activities.
The review team also submitted a detailed data request to the county and began
collecting documents needed to conduct its analysis.

During the interview period, MGT met with several elected officials who had
declined to participate. While they were generally courteous and supportive of the goals
of the review, they remained committed to their positions not to participate. The county
commissioners asked MGT to submit open-records requests to the offices and
departments that opted out of the review.

The county provided MGT with a list of counties they felt were similar enough to
Jefferson County to yield meaningful comparative data. From the counties on this list,
MGT selected Brazoria, Collin, Denton, Fort Bend, Galveston, Lubbock, and
Montgomery counties to serve as “peer” counties for comparisons. MGT added Hardin,
Chambers and Orange counties due to their proximity to Jefferson County. In some
cases, the initial peer counties were not comparable to some Jefferson County functions.
As a result, alternative peers were used. For instance, in the analysis of Jefferson
County’s airport operations, the peer counties did not operate airports. MGT therefore
selected alternative peers for this comparison. In addition, some elected officials felt that
the general peer counties did not adequately represent a fair comparison. Some elected
officials suggested alternative peer counties that were used for analysis.

MGT obtained data from the peer counties through surveys and phone calls as
well as public databases maintained by the Texas Commission on Jail Standards, Office
of Court Administration, Texas Association of Counties and Texas Comptroller of Public

Accounts.
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MGT also solicited input from county employees and the community at large. The
review team sent an employee survey to all employees, the results of which are
summarized in Chapter 2 of this report. MGT sponsored two public meetings that
allowed community members to comment on county operations. In addition to the
comments received at the public meetings, MGT received several phone calls and e-

mails from interested citizens.

Peer Analysis

Exhibit 1-2 shows a comparison of Jefferson County to its peers in terms of

demographics, economic and financial indicators.
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EXHIBIT 1-2
JEFFERSON COUNTY
COMPARISON TO PEERS

Jeffer- Peer . Cham- . Fort Galves- . Mont-
son Average Brazoria bers Collin Denton Bend ton Hardin | Lubbock gomery Nueces | Orange
Population(l) 252,051 252,740 241,767 26,031 491,675 432,976 354,452 250,158 48,073 242,628 293,768 313,645 84,966
Unemployment® 8.60% 6.5% 8.50% 6.10% 5.10% 4.30% 5.40% 8.00% 8.60% 3.40% 5.20% 6.50% 10.70%
Median Household
Income® $27,108 $29,593 $27,985 $28,470 $39,941 $31,841 $32,887 $30,762 $24,753 $25,081 $32,068 $26,368 $25,362

General Fund
Revenues ($in
millions) $70.3 $75.4 $62.5 N/A $113.9 $85.7 $112.0 $81.9 $8.7 N/A $89.0 $59.5 N/A
General Fund
Expenditures ($ in
millions) $74.2 $73.7 $62.7 N/A $105.8 $80.1 $120.7 $71.4 $8.6 N/A $87.4 $55.9 N/A
General Fund
Expenditures per

Caiita $295 $292 $259 N/A $215 185 $340 $285 $180 N/A $298 $178 N/A

Long Term Debt
($ in millions) $83.8 $126.6 $31.9 N/A $304.0 $130.8 $76.4 $203.76 $0 N/A $159.6 $111.0 N/A
Long Term Debt

Eer Caﬁita $332 $501 $132 N/A $618 $302 $215 $814 $0 N/A $543 $354 N/A

Unreserved
General Fund
Balance ($ in
millions) $0.7 $20.3 $10.1 N/A $71.6 $9.1 $29.6 $12.6 $1.9 N/A $4.6 $11.7 N/A
General Fund
Balance ($in
millions) $5.1 $21.7 $11.3 N/A $83.4 $9.1 $29.6 $13.1 $1.9 N/A $0.2 $12.1 N/A
Unreserved
General Fund
Balance / General
Fund Revenues 1.1% 26.9% 16.2% N/A 62.9% 10.6% 26.4% 15.4% 21.4% N/A 5.2% 19.7% N/A

Property Tax Rate

per $100 0.4250 0.4720 0.4195 0.4808 0.2500 0.2548 0.5237 0.6429 0.6000 0.25587 0.4828 0.385 0.5865
Taxable Assessed

Value

($ in millions) $13,529 $20,023 $13,499 $5,205 $49,169 $33,205 $21,137 $17,104 $1,637 $10,950 $17,592 $12,035 $4,226

Sources: 2004 Comprehensive Financial Reports for each county unless otherwise noted.

(1) 2000 U.S. Census.
(2) Bureau of Labor Statistics.
(3) Bureau of Economic Analysis.
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On average, Jefferson County is slightly smaller than its peers, in terms of
population and taxable assessment value and, therefore, has a smaller budget. Its
unemployment rate is higher than the peer average of 6.5 percent and its per capita
income is lower. Jefferson County spends $295 per capita from the General Fund,
compared to the peer average of $292. The level of expenditures places it fourth in the
list of peers behind Fort Bend, Galveston and Montgomery. Its long-term debt per capita
is $332, which is significantly lower than the peer average of $501. Galveston County
carries the highest level of debt at $814 per capita while Hardin carries the least.
Jefferson County’s Unreserved General Fund Balance is 1.1 percent of General Fund
Revenues, which is much lower than the peer average of 26.9 percent. The peer
average is skewed somewhat by Collin County, which is carrying a very high level of
reserves at 62.9 percent of General Fund Revenues. Finally, Jefferson County’s tax rate
is .4250 per $100 of assessed value, which is lower than the peer average of .4720 per
$100 of assessed value. Galveston County has the highest tax rate at 0.6429 while
Collin County has the lowest rate at 0.2500.

In summary, though facing somewhat more difficult economic conditions as
evidenced by relatively high unemployment and low per capita income, Jefferson County
is performing in-line with its peers. It spends slightly more per capita and carries a
relatively low level of debt. However, it has a much lower Unreserved General Fund
balance and has a lower tax rate than its peers. In spite of a Jefferson County citizens'
movement to roll back taxes in 2004, the relatively low tax rate indicates that Jefferson
County is under-taxing its residents in comparison to its peers, which has partially

contributed to the low level of its General Fund balance.
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Jefferson County History and Background

Texas county governments are responsible for administrative and judicial
functions; law enforcement; roads, parks and other infrastructure; and indigent health
and welfare benefits.

The Texas Constitution establishes a system of checks and balances for
counties in the form of independent elective offices. All Texas counties have essentially
the same form of government, with minor variations in some urban counties that are
allowed additional offices and courts.

Texas counties’ major elective offices include a county judge and county
commissioners, county attorneys, county and district clerks, county treasurers, sheriffs,
tax assessor-collectors, justices of the peace and constables. Counties also have
auditors appointed by the district courts.

Every Texas county is divided into four commissioner's precincts; each
commissioner is elected by the residents of his or her precinct. Exhibit 1-3 illustrates
Jefferson County’s precinct boundaries. The entire county electorate chooses the county
judge.

Each county judge acts as presiding officer of the Commissioners Court. Any
three members of the court may constitute a quorum for transacting all county business
except levying taxes, which requires the full panel. Typical functions of a commissioners
court include:

» supervising and controlling the county courthouse, county buildings
and facilities;

adopting the county’s budget;

setting county tax rates;

filling vacancies in elective and appointive positions;

approving contracts in the county’s name;

vV V V V V

building and maintaining county roads and bridges;
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Introduction and Background

» administering county services such as libraries, county hospitals,
welfare programs and parks and playgrounds; and

» making other decisions concerning county welfare, such as county
hospitals, libraries, relief to the indigent and civil defense.

EXHIBIT 1-3
JEFFERSON COUNTY’S FOUR
COMMISSIONER’S PRECINCTS

i
S

BT ores, (Lde Fee | X

Precinct 3

Jefferson County, located on Interstate Highway 10 in the Coastal Plain region of
extreme southeast Texas, is the 14th-largest of Texas’' 254 counties, with a 2003
population of 248,605. The county covers 1,112 square miles, including 208 square

miles of water area.
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Jefferson County is bordered by Orange County on the northeast, Hardin County
on the north, Liberty and Chambers Counties on the west and by the Gulf of Mexico to
the south. The county’s eastern boundary is formed by the Neches River, Sabine Lake
and Sabine Pass; Pine Island Bayou forms its boundary to the north.

The Jefferson County seat is Beaumont, on the Neches River in the county’s
center. Other incorporated towns include Bevil Oaks, China, Groves, Nederland, Nome,
Port Arthur and Port Neches. Beaumont, Port Arthur and Orange (in Orange County)
make up a metropolitan area commonly called the “Golden Triangle.”

Exhibit 1-4 provides population statistics for Jefferson County and its
surrounding areas.

EXHIBIT 1-4

JEFFERSON COUNTY
POPULATION STATISTICS

450,000

400,000

350,000 - — ]
300,000 - ]
250000 | — — — ]

200,000 -+ —

150,000 + —

100,000 -
50,000 -

1960 1970 1980 1990 2000
O County @ City of Beaumont O City of Port Arthur O Beaumont, Port Arthur, Orange MSA

Jefferson County was formed in 1836 as one of the original counties of the
Republic of Texas. It was named for a municipality that preceded it, which in turn was

named for Thomas Jefferson.
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Jefferson County has seven independent school districts and two institutions of
higher education, Lamar University and Lamar University-Port Arthur. The county’s four
largest industries are petrochemical manufacturing, schools and universities, hospital
services and city and county government (Exhibit 1-5).

EXHIBIT 1-5
MAJOR EMPLOYERS BY INDUSTRY
IN JEFFERSON COUNTY

Petrochemical
Hospitals Mfg.

County & City
Gov.

9.8% Schools &

Universities
18.4%

Rubber Mfg.
3.0%

Federal
4.0% Engineering

4.1%

Prisons Call Center

Oil Refinery Paperboard
6.9% 6.9% 5.8% 4%

The county’s various departments and 1,150 full-time employees are divided
between governmental and business-type activities. Government operations include
general government, judicial and law enforcement, education and recreation, health and
welfare, maintenance and contract services. Business-type operations include the
Southeast Texas Regional Airport and Ford Park.

Jefferson County’s revenues for fiscal 2004 (the most recent audited results
available) totaled $70.3 million; expenditures for the same period were $74.2 million. The
county’s major sources of revenue are property taxes, charges for services and sales

taxes (Exhibit 1-6).
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EXHIBIT 1-6

JEFFERSON COUNTY REVENUES BY SOURCE
YEAR ENDED SEPTEMBER 30, 2004

Taxes - levied for
debt service

0,
Operating grants 4.9%

1%
and 13.2%
contributions

7.8%

Investment
earnings
0
2.0% Charges for
services

34.5%

Capital grants

and

contributions

Miscellaneous

0.2%

Sales taxes

Taxes - levied for
general
purposes
36.3%

Judicial and law enforcement functions are Jefferson County’s largest

expenditures by far, representing almost 45 percent of the total budget. General

government operations account for the second-largest expenditure, at almost 19

percent; these include:

>

YV V YV VYV VYV

Tax Assessor-Collector
Human Resources
County Auditor

County Clerk

County Judge

Risk Management

Management Information
Systems

YVV VYV VY VYV

Veterans Services
Printing

Claims Processing
Fee Processing
Purchasing Agent
County Treasurer
General Services

Exhibit 1-7 illustrates county expenditures by major function.
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EXHIBIT 1-7
JEFFERSON COUNTY EXPENSES BY FUNCTION
YEAR ENDED SEPTEMBER 30, 2004

M aintenance -

. Debt Service
. Equipment and Health and
Entertainment Welfare Interest
Structures
Complex 5.5% 3.4%
9.2%

3.4%

Health Insurance Judical and Law

Risk Pool Enforcement
110% 44.9%
Education and
Recreation
0.5%
Contractual
Airport General Services
3.0% Government 0.2%

18.9%

Jefferson County, along with many other local governments across Texas and
the nation as whole, suffered a significant economic decline after the events of
September 11, 2001, resulting in lower tax revenues, soaring insurance rates and
increasing demands for services. In response to these demands, Jefferson County’'s
commissioners voted to approve a six-cent property tax increase on
September 27, 2004, bringing the total rate to $0.425 per $100 of assessed property
value.

Some county services have been hard-hit by unfunded mandates and reduced
state funding; these include indigent health services, indigent legal costs and
educational services for students expelled from public school.

In addition, the county’s entertainment complex, Ford Park, and its airport,
Southeast Texas Regional Airport, have been affected by the economic downturn.
Transfers from the county’s general fund for Ford Park totaled $1.6 million in fiscal 2004.
The general fund also is being used to help fund airport operations due to increased

security costs, lower passenger counts and higher fuel costs.
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In August 2004, some county taxpayers attempted to force a rollback election to
lower the property tax rate to $0.386858 per $100 of assessed value. While this effort
did not succeed, it prompted the county to initiate a hiring freeze and temporary cuts on
all budgets.

Jefferson County’s general fund surplus has fallen from $25 million in fiscal 2000
to an estimated $5 million for fiscal 2004 (Exhibit 1-8).

EXHIBIT 1-8

JEFFERSON COUNTY GENERAL FUND BALANCE
1999-2000 THROUGH 2003-04

30,000,000 -

25,000,000 -

20,000,000 -
15,000,000 +
10,000,000 4
5,000,000 + I .

1999 2000 2001 2002 2003 2004
(Actual) (Actual) (Actual) (Actual) (Actual) (unaudited actual)

Dollars

Fiscal Year Ending:
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2.0 JEFFERSON COUNTY
EMPLOYEE SURVEY RESULTS

As part of this study, MGT conducted a survey of all Jefferson County employees.
This survey measured employee opinions related to the work environment, job
satisfaction, organization, management, governance, services to citizens, personnel
management, buildings and grounds maintenance, the service center, the budget office
and purchasing and technology functions.

All 1,247 Jefferson County employees received surveys; 300 employees (24
percent) completed and returned them.

Thirty-five percent of the respondents held executive, administrative or managerial
positions; 28 percent held clerical or secretarial positions; 23 percent, technical or
paraprofessional roles; 6 percent provide skilled crafts; 6 percent were service or
maintenance employees; and 2 percent held other types of positions. Almost all
respondents (more than 95 percent) were full-time employees, with the remainder
working part-time.

Nearly all respondents had worked for the county for six or more years. More than
20 percent had worked for the county for more than 20 years; 12 percent had worked
between 16 and 20 years; 21 percent, from 11 to 15 years; 24 percent, from six to ten
years; and 15 percent had worked for the county between two and five years. Less than
7 percent had a year or less of experience with the county.

This result demonstrates a wealth of experience among the respondents, and a
remarkable longevity of tenure. In addition, most have worked for more than one county
commissioner. Thus, they have a good basis for gauging differences between the

current and previous administrations.
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Jefferson County Employee Survey Results

The respondents seemed to believe that the work environment in Jefferson
County is adequate, but that it may be marred by unfair and unnecessary disparities
among employee salaries and workloads.

More than 57 percent of respondents agreed or strongly agreed that Jefferson
County is an exciting and challenging place to work, while just 34 percent disagreed.

More than 50 percent, however, felt that workloads are not distributed equitably
among employees. Nearly three-quarters of respondents believed that raises and
promotions are not based on their individual efforts.

The respondents also felt that management does not value their opinions
adequately. Thirty-two percent felt that their input matters, but 56 percent did not.

Nearly 50 percent agreed that Jefferson County provides a safe work
environment, but 40 percent did not; and 56 percent agreed that employees have access
to the materials, supplies and equipment they need to perform their duties, while 37

percent did not. (Exhibit 2-1).

EXHIBIT 2-1
EMPLOYEES’ OPINIONS ON WORK ENVIRONMENT
No Opinion/ .
Statement Agree Do Not Know Disagree
1. E]Oef\:‘veorrskon County is an exciting and challenging place 572 % 8.3% 34.5 %
2. Jefferson County employees who do not meet
expected work standards receive evaluations that 17.7% 23.8% 58.5 %
reflect such performance.
3. Em_plo_yt_ae promotlon_s gnd pay increases are based 9.4% 15.8 % 74.7 %
on individual productivity.
4, vaé)rrTI:blgrasds are distributed equitably among staff 33.2 % 12.1 % 54.7 %
5. _Employees have input into mz_itters_ rglated _to_ _ 321 % 11.5 % 56.4 %
improving work processes or identifying efficiencies.
6. Jeff_erson County provides a safe and secure work 49.3 % 10.5 % 20.2 %
environment for its employees.
7. Jefferson County employees have access to the
materials, supplies, and equipment needed to 56.0 % 6.4 % 37.6 %
perform their jobs.
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Despite these indicators of low employee morale, Jefferson County employees are
generally satisfied with their jobs and are not seeking positions elsewhere. When asked
about their job satisfaction, 64 percent of respondents felt satisfied with their jobs at
Jefferson County and 52 percent did not wish to look for another job. On the other hand,
27 percent indicated that they are dissatisfied with their jobs and wish to look elsewhere
for work.

Forty-seven percent of respondents felt that their salaries are not competitive with
similar positions in the area job market, while just 26 percent did. Nearly two-thirds of
respondents felt that their salaries are not fair for their positions and levels of
experience, while just 28 percent find them fair.

More than 30 percent agreed that Jefferson County provides opportunities for
career advancement and professional development, but more than 50 percent
disagreed. More than 75 percent of respondents were dissatisfied with the medical
insurance the county provides.

Interestingly, while a clear majority of respondents expressed satisfaction with
their own jobs, 88 percent felt the morale of Jefferson County employees in general is

not good. (Exhibit 2-2).

EXHIBIT 2-2
EMPLOYEES’ OPINIONS ON JOB SATISFACTION
No Opinion/ .
Statement Agree Do Not Know Disagree
| am satisfied with my job at Jefferson County. 63.9 % 9.1% 27.0%
2. ICdo not wish to look for a position outside of Jefferson 522 0% 20.7 % 271 %
ounty government.
3. Salary levels for Jefferson County positions are
competitive with similar positions in the East Texas job 26.3% 26.3% 47.3 %
market.
4. Jefferson County provides opportunities for career 315 % 16.1 % 523 %
advancement.
5. Jeﬁersqn County provides opportunities for 321 % 21.7 % 46.2 %
professional development.
Page 2-3
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EXHIBIT 2-2 (Continued)
EMPLOYEES’ OPINIONS ON JOB SATISFACTION

No Opinion/ .
Statement Agree Do Not Know Disagree
6. My sa_lary level is fair for my level of work and 28.2 % 6.4 % 65.4 %
experience.
7. 1 am_satlsfled with the medical insurance benefits 15.8 % 6.7 % 775 %
provided to Jefferson County employees.
8. The morale of Jefferson County employees is good. 7.0% 4.3 % 88.7 %

Responses concerning supervisors, employee authority and staffing were
somewhat mixed. In general, respondents were dissatisfied with the county’s
administrative structure and the county commissioners’ performance and management.

More than 48 percent of respondents felt that supervisors are accessible and open
to feedback, and adequately empowered with the authority needed to carry out their
responsibilities; 35 percent felt that their supervisors are not accessible, and 29 percent
felt that supervisors are not adequately empowered to do their jobs; and 55 percent of
respondents felt that employees are adequately empowered to carry out their
responsibilities, while 32 percent did not.

In regard to staffing, 43 percent of respondents felt that Jefferson County has an
appropriate number of managers and supervisors, but 26 percent disagreed. By
contrast, more than 60 percent felt that Jefferson County does not have the appropriate
number of employees; just 16 percent felt that it does.

More than 70 percent of respondents did not agree that administrative decision-
making is efficient and effective and takes into account employee input; only about 10
percent agreed with this statement. In addition, 52 percent felt that county
commissioners’ meetings do not allow sufficient time for public input, while just 17

percent felt sufficient time is allowed.
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More than 60 percent felt that county commissioners do not listen to input and are
not effective governors of Jefferson County. Less than 15 percent agreed that the
commissioners listen to input and are effective. (Exhibit 2-3).

EXHIBIT 2-3

EMPLOYEES’ OPINIONS ON
ORGANIZATION / MANAGEMENT / GOVERNANCE

No Opinion/ .
Statement Agree Do Not Know Disagree

1. ,:gir;g]rﬁtratlve decision-making in Jefferson County is 11.4 % 12.0 % 76.6 %

2. ,:g(rarlltri]\llsgranve decision-making Jefferson County is 11.1 % 13.1 % 75.8 %

3. ﬁ]il)r:;tmlstratlve decisions take into account employee 10.1 % 12.2 % 777 %
Supervisors are accessible and open to feedback. 48.8 % 15.8 % 35.4 %
Q;tg;;ttgdfor administrative decisions is appropriately 26.9 % 25.2 % 48.0 %

6. Super_wsors are empowered with _Sl_Jff_lment authority to 50.0 % 20.9 % 29.1 %
effectively carry out their responsibilities.

7. Empl(_)yees are empowgred with s_u_fflqent authority to 55.4 % 12.2 % 32.4 %
effectively carry out their responsibilities.

8. County _Cqmmlssmners meetings allow sufficient time 17.3 % 30.3 % 524 0
for public input.

9. Coqnty Commissioners listen to the opinions and 14.8 % 20.2 % 65.0 %
desires of others.

10. County Commlssmngrggre effective in carrying out 12.1 % 19.9 % 68.0 %
governance responsibilities for Jefferson County.

11. i(re]:f;ros;/oenegounty has the appropriate number of 16.1 % 221 % 61.7 %

12. Jefferson County has _the appropriate number of 43.1 % 30.3 % 26.6 %
managers and supervisors.

Respondents felt that, while the county provides good customer service and
serves its citizens effectively and efficiently, it may not adequately address the needs
and priorities of its citizens and does not provide enough opportunities for citizens to
voice these needs and priorities.

More than 67 percent of respondents agreed that Jefferson County provides good

customer service to its citizens, while just 15 percent disagreed. In addition, 49 percent
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of respondents felt that Jefferson County serves its citizens efficiently and effectively,
while about 33 percent did not.

More than half, however, felt that residents do not receive a good deal for their
taxes, and that the county does not communicate well with its citizens and taxpayers.
Forty-nine percent felt that Jefferson County is not adequately responsive to the needs
of its citizens, while just 32 percent felt the county is responsive. More than 65 percent of
respondents felt that county residents do not have enough opportunities for input, while

18 percent felt that they do. (Exhibit 2-4).

EXHIBIT 2-4
EMPLOYEES’ OPINIONS ON SERVICES TO CITIZENS
No Opinion/ .
Statement Agree Do Not Know Disagree
Jefferson County provides good customer service to its 67.1 % 17.6 % 15.3 %
citizens.
Jefferson County residents are getting a good deal for 30.3 % 19.2 % 50.5 %
their taxes.
Jefferson County serves its citizens efficiently. 49.0 % 17.7 % 33.3%
Jefferson County services its citizens effectively. 49.0 % 17.5% 33.6 %
J_efferson County provides good communication to its 28.9 % 18.7 % 52.4 %
citizens and taxpayers.
J_efferson County is responsive to the needs of its 31.8 % 19.3 % 49.0 %
citizens.
Jeff_erson_ County residents have ample opportunities 18.1 % 15.8 % 66.1 %
for input into how the county operates.

Respondents’ opinions of personnel management were mixed, but they were

clearly dissatisfied with pay and benefits. About 45 percent felt that the county has good
training programs for new and existing employees. But 20 percent felt the county lacks
good and timely programs for orienting new employees, and 33 percent felt that the
county does not provide effective and appropriate training in general.

While 26 percent of respondents felt that Jefferson County’s grievance process is
fair and timely, another 26 percent did not. More than 49 percent disagreed with the
statement that county employees receive annual performance evaluations; just 30
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percent agreed. More than 70 percent felt that the county does not reward competence
or have clearly defined standards for promotion. In addition, 70 percent of respondents

felt that the county’s health insurance does not meet their needs. (Exhibit 2-5).

EXHIBIT 2-5
EMPLOYEES’ OPINIONS ON PERSONNEL MANAGEMENT
No Opinion/ .
Statement Agree Do Not Know Disagree
1. County_employees receive annual performance 30.0 % 20.1 % 49.8 %
evaluations.
2. The county rewards competence and experience and
spells out qualifications such as skill levels needed for 13.6 % 159 % 70.5 %
promotion.
3. Jefferson County has a fair and timely grievance 259 % 48.1 % 25 9 %
process.
4. The county’s health insurance program meets my 20.3 % 9.5 % 70.3 %
needs.
5. The county has a good and timely program for 44.6 % 35.4 % 20.1 %
orienting new employees.
6. Jef_fe_rson County provides effective and appropriate 45.3 % 220 % 32.8 %
training for county employees.

In general, respondents were satisfied with county buildings and grounds
maintenance. Almost 71 percent of respondents felt that county buildings are clean,
although 24 percent did not. And 55 percent felt that county buildings are properly
maintained in a timely manner, while 34 percent did not; 51 percent felt that repairs are
made in a timely manner, but 37 percent did not.

More than 66 percent felt emergency maintenance is handled in a timely manner,
while just 16 percent disagreed; 75 percent felt that county grounds are well-maintained,
while 15 percent did not; and 65 percent of respondents were generally proud of the

appearance of county facilities, while only 24 percent were not. (Exhibit 2-6).

ME' Page 2-7
—

of America



Jefferson County Employee Survey Results

EXHIBIT 2-6

EMPLOYEES’ OPINIONS ON

BUILDING AND GROUNDS MAINTENANCE

No Opinion/ .
Statement Agree Do Not Know Disagree

County buildings are clean. 70.7 % 57% 23.6 %
2. County buildings are properly maintained in a timely 55.2 %% 11.1 % 33.7 %

manner.

Repairs are made in a timely manner. 50.7 % 122 % 37.2%
4. Emergency maintenance is handled in a timely 66.2 % 17.9 % 15.9 %

manner.

County grounds are well maintained. 75.4 % 9.4 % 152 %

:cgcgijltiat?eesral, | am proud of the appearance of county 65.3 % 11.2 % 2350

Most employees responding to the survey had no opinion about the quality of the
county’s Service Center. Among those who had an opinion, responses were generally
favorable, except in regard to the county’s vehicle replacement plan.

Almost 44 percent of respondents felt that county vehicles are well-maintained and
that the Service Center provides efficient and effective services. Forty-four and 52
percent, respectively, had no opinion about vehicle maintenance or the quality of the
Service Center’s services. Small numbers disagreed; about 12 percent of respondents
felt that county vehicles are not well-maintained, 6 percent felt the Service Center is not
efficient and just 4 percent felt that the Service Center is not effective.

Thirty-six percent felt that county vehicles are economical to operate and maintain,
while 50 percent had no opinion and 14 percent disagreed. Twenty-four percent felt that
the county purchases vehicles at good prices, but 73 percent had no opinion.

Sixteen percent of respondents felt the county’s vehicle replacement plan
adequately ensures that departments have vehicles that are in good working condition,

while 26 percent disagreed and 58 percent had no opinion. (Exhibit 2-7).
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EXHIBIT 2-7
EMPLOYEES’ OPINIONS ON SERVICE CENTER
No Opinion/ .
Statement Agree Do Not Know Disagree
County vehicles are well maintained. 43.9 % 43.9 % 122 %
2. Th_e_county s Service Center provides services that are 43.9 % 50.3 % 5.8 %
efficient.
3. The county’s Service Center provides services that are 43.8 % 51.9 % 4.4 %
effective.
4. The county procures vehicles that are economical to 36.1 % 49.7 % 14.3 %
operate and maintain.
The county procures vehicles at good prices. 24.1 % 72.5% 3.4%
The county has an adequate vehicle replacement plan
to ensure that departments have vehicles that are in 16.2 % 57.8 % 26.0 %
good working condition.

Opinions concerning the budget process were mixed, but generally respondents
did not feel that the county budgets its money well throughout the fiscal year or provides
adequate financial information to the community.

Twenty-eight percent of respondents felt that departments are allowed to give
adequate input regarding their budget and staffing needs, but 40 percent disagreed; 32
percent had no opinion. More than 22 percent felt that departments are well-trained in
understanding the budget process, but 38 percent did not and 40 percent had no
opinion. Almost 70 percent of respondents felt that the county does not budget its money
well throughout the fiscal year, while just 12 percent felt the county does so. And more
than 65 percent did not believe that the county provides adequate financial information

to the community, while just 14 percent did. (Exhibit 2-8).
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EXHIBIT 2-8

EMPLOYEES’ OPINIONS ON
BUDGET OFFICE / AUDITING

the community.

No Opinion/ .
Statement Agree Do Not Know Disagree
1. The county’s budget process allows departments to
provide adequate input regarding their budget and 28.0% 31.7% 40.3 %
staffing needs.
2. County departments are well trained in understanding 221 % 201 % 37.8%
the budget process.
3. The county performs a good job of budgeting its 12.2 % 18.4 % 69.4 %
money throughout the fiscal year.
4. The county provides adequate financial information to 14.2 % 20.3 % 65.5 %

Opinions concerning county purchasing also were mixed. Many respondents had

no opinion about the department.

About 44 percent of respondents agreed that purchasing gets them what they

need, when they need it, while 27 percent disagreed and 29 percent had no opinion.

When asked about the quality and price of materials and equipment, 28 percent felt that

county purchasing acquired the highest quality for the lowest cost, while 31 percent

disagreed and 41 percent had no opinion.

More than 24 percent felt that purchasing processes are not cumbersome for user

departments, but 26 percent disagreed and 49 percent had no opinion. More than 28

percent of respondents felt that the county provides adequate training to employees on

the purchasing system, policies and procedures, but 30 percent disagreed and 40

percent had no opinion. (Exhibit 2-9).
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EXHIBIT 2-9
EMPLOYEES’ OPINIONS ON PURCHASING
No Opinion/ .
Statement Agree Do Not Know Disagree
Purchasing gets me what | need when | need it. 44.3 % 29.1% 26.7 %
2. Pur(_:hasmg acquires the highest quality materials and 27.8 % 41.0 % 31.2 %
equipment at the lowest cost.
3. gurchasmg processes are not cumbersome for user 24.7 % 49.0 % 26.4 %
epartments.
4. The county provides adequate training to employees 28.3 % 39.7 % 320 %
on using the purchasing system.
5. The county.prowd.eg adequate training to employees 29.6 % 20.7 % 20.6 %
on purchasing policies and procedures.

Concerning the county’s computers and technology equipment, most respondents
had Internet access and e-mail and viewed the Data Processing Department favorably.
But opinions were mixed about the condition of the computers and technology
equipment as well as funding and training.

More than 63 percent of respondents have access to the Internet and e-mail at
their work locations, while 26 percent did not. Seventy percent felt that the Data
Processing Department does a good job of supporting the county’s computer equipment;
just 11 percent disagreed.

Forty-six percent of respondents felt that their computers and technology
equipment are in good condition, while 42 percent did not. Almost 37 percent of
respondents, however, felt the county does not provide adequate funding for its
administrative technology needs, while 19 percent approved and 45 percent had no
opinion.

Thirty-six percent felt the county provides adequate training for employees in the
use of computers and related equipment, while 42 percent disagreed and 22 percent

had no opinion. (Exhibit 2-10).
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EXHIBIT 2-10
EMPLOYEES’ OPINIONS ON COMPUTERS AND TECHNOLOGY
No Opinion/ .
Statement Agree Do Not Know Disagree
1. The county’s computers and technology equipment are 45.6 % 12.8 % 41.6 %
in good condition.
2. The Data Progessmg Depar’tment (MIS) doe_s a good 70.6 % 18.7 % 10.7 %
job of supporting the county’s computer equipment.
3. : hav_e access to the Internet and e-mail in my work 62.9 % 11.3 % 258 %
ocation.
4. The .cqunty.prowdes adequate funding for its 18.5 % 44.6 % 36.9 %
administrative technology needs.
5. The county provides adequate tralnlng. for employees 35.8 % 22 4% 418 %
on the use computers and related equipment.

Summary

In all, county employees responding to the survey seemed satisfied with their own
jobs, citing the excitement and challenge of the work place as well as the safety and
security of the work environment as positive factors. In addition, respondents felt that
they had the authority, materials, supplies and equipment needed to do their jobs. On
the other hand, most were dissatisfied with compensation and benefits as well as
workload equity. In general, employees viewed staff morale as low.

In addition, they were quite critical of managerial decision-making and county
Commissioners Court performance. They felt that the decision-making process is neither
efficient nor effective, and that their input is not valued.

Employees also criticized the commissioners’ governance abilities and their
weighing of public input. In addition, they dislike current staffing patterns.

On a positive note, employees rated their supervisors’ accessibility and openness
to feedback favorably, and noted that both employees and supervisors have adequate

authority to do their jobs.
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On the whole, Jefferson County employees held favorable opinions of the services
they provide to citizens. They approved of the county’s customer service and felt that the
services offered are effective and efficient. On the other hand, they did not believe that
citizens are getting a good deal for their money, or that the county communicates well
with residents and responds to their needs.

In general, employees viewed building and grounds maintenance, the Service
Center, purchasing and information technology favorably. They did not seem well-
informed about the purchasing process, however, and many felt that the county does not
adequately train employees in its purchasing systems, policies and procedures. In

addition, they criticized the county’s financial management and reporting functions.
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3.0 ASSESSMENT OF THE ORGANIZATION
AND MANAGEMENT FUNCTIONS
OF JEFFERSON COUNTY

Background

Jefferson County has four commissioners, elected by precinct, and a county
judge who is elected at large. The four commissioners serve along with the county judge
on the Commissioners Court. In addition to ensuring that county roads are maintained,
commissioners vote with the county judge to set the budget for all county departments
and adopt a tax rate. Other responsibilities of the court include establishing justice of the
peace precinct boundaries; setting employment and benefit policy; appointing non-
elected department heads and standing committees; and authorizing contracts in the
name of the county.

The Commissioners Court conducts the general business of the county and
oversees its financial matters, but the Texas Constitution establishes other elective
offices in the county, which are independent of the Commissioners Court, yet dependent
upon the court to approve their respective budgets. As shown in Exhibit 3-1, the major
elective offices found in Jefferson County include the sheriff, district attorney, county and
district clerks, tax assessor-collector, treasurer, seven justices of the peace and six
constables. In addition, Jefferson County has a County Auditor appointed by the district

judges in the county.
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EXHIBIT 3-1

JEFFERSON COUNTY ORGANIZATIONAL CHART

JEFFERSON COUNTY VOTERS

Criminal Tax Constables Treasurer Commissioners District County
District Assessor Pcts. 1-8 Court Courts Courts at
Attorney Collector Judge Law
Pcts. 1-4
County Sheriff District
Clerk Clerk . Civil Criminal Criminal Civil
Justices of No. 2 No. 1
the Peace 58th Criminal No. 3
Pct. 1Pl 1 60th 252nd
Jail Crime Pct. 1Pl 2 136th
Lab Pcts. 2-8 172nd
) 317th
279th Community Supervision
I
County Auditor |
Elected Juvenile Purchasing
Board Board
I I
Appointed Juvenile Purchasing —
Probation and Agent Printing
Detention
[ | | | | | | | | |
Risk Veterans Environmental Service Dispute Buildings Historical Budget Emergency Records
Management Services Control Center Resolution Maintenance Commission Office Management Management
Office Advisory
| - ] ] Board
Claims Data Library Agricultural Court Pre-Trail Airport Health and
Processing Processing Extension Master Release Welfare
Service
Human Mosquito
Nurse Resources . Control
Practitioner Morgue Engineering
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Assessment of the Organization and Management Functions

The Jefferson County Commissioners Court has established a management
system whereby each commissioner is assigned a group of departments for which they
act as liaison. Exhibit 3-2 shows how the departments are assigned to each
commissioner. The county has three departments that are assigned not to a single
commissioner, but to the Commissioners Court as a whole. These departments include
the Court Master, Engineering and the Historical Commission.

EXHIBIT 3-2
JEFFERSON COUNTY LIASONS TO APPOINTED OFFICIALS

Commissioner Liaison Department

County Judge Airport

Civil Defense

Emergency Management
Employee Health

Human Resources

Management Information Systems
Risk Management

Agricultural Extension Service
Beaumont Maintenance

Dispute Resolution Center

Precinct 1 Road and Bridge operations

Commissioner Precinct 1

Environmental Control

Library

Mosquito Control

Precinct 2 Road and Bridge operations

Commissioner Precinct 2

Health & Welfare 1 & 2
Port Arthur Maintenance
Precinct 3 Road and Bridge operations

Commissioner Precinct 3

Auto Service Center

Health & Welfare 1 & 2

Pre-Trial Release

Veterans Services Office

Precinct 4 Road and Bridge operations

Commissioner Precinct 4

VVVVVIVVVIVVVVIVVVVIVVVVYYY

Jefferson County Commissioners Court has established several boards,
committees and commissions to assist in the management and decision-making for the

county. (Exhibit 3-3).
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EXHIBIT 3-3
JEFFERSON COUNTY
BOARDS COMMITTEES AND COMMISSIONS

» Jefferson County Historical » Public Members for Salary
Commission Grievance Committee

» Jefferson County Board of Park » Courthouse Café
Commissioners Committee

» Transition Advisory Committee » Life Resource Board of

» Fire Commissioners for Rural Fire Trustees
Prevention District » Southeast Texas Regional

» Jefferson County Investment Advisory Planning Commission
Committee » Jefferson County Child

» Jefferson-Orange-Hardin Regional Protective Services Board
Transportation Study » Census 2000 Complete

» Jefferson County Health Facilities Count Committee
Development Corporation Board of » Triangle AIDS Network
Directors Board

> Board of Trustees of the Spindletop » Health Authority for
MHMR Services Jefferson County

» Economic Development District Board | » Jefferson County Tourism

» Jefferson County Housing Finance Commission
Corporation » Rail District Study

» Purchasing Board Committee

» County Auditor » Southeast Texas

» Citizens Steering Committee Governmental Employee

> Arena Committee for Ford Park Benefits Pool

» Jefferson County Waterway and » Jefferson County Appraisal
Navigation District District

» Tourist Convention Advisory Board » Jefferson County Mosquito

» Drainage District No. 6 Control Advisory

» Drainage District No. 3 Commission

» Beautification Committee
for Ford Park

The Texas Constitution allows broad judicial and administrative powers in the
position of county judge, who presides over the Commissioners Court. The county judge
handles a wide variety of responsibilities including hearings for beer and wine license
applications, hearings on admittance to state hospitals for the mentally ill and mentally
retarded, juvenile work permits and temporary guardianships for special purposes. The
county judge is also responsible for calling elections, posting election notices and for
receiving and canvassing the election returns. The county judge may also perform

marriages.
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Assessment of the Organization and Management Functions

In addition to the elected officials in Jefferson County, there are approximately

1,150 full- time employees and 97 part-time employees.

County Organization

The organizational structures of county governments in Texas vary widely.
Indeed, just within Jefferson County itself, the organizational structure differs between
the each commissioner’s office. Each commissioner in Jefferson County oversees the
Road and Bridge crews for their precinct, which in general is headed by a road
superintendent, with foremen and equipment operators conducting the day-to-day
operations of county road work. In addition to the road crews, each commissioner
maintains an administrative staff to assist with day-to-day office duties. The county judge
also has an administrative staff to assist him in carrying out his duties. The chart in
Exhibit 3-3 below presents Jefferson County’'s administrative staffing for each
commissioners’ office and of the county judge, as well as staffing for peer counties. As
this exhibit shows, the Jefferson County Precinct 2 and 3 commissioners each have one
secretary, but Precinct 1 has two secretaries. Precinct 4 has one full-time and one part-
time secretary, an accounting clerk and an executive assistant in its staffing budget. The
county judge maintains a staff of two assistants, one court clerk and one administrative
aid. Not included in this exhibit for Jefferson County are three court administrators who
report to the County Judge. These positions handle probate cases and were not
considered for this comparison since the peer counties have separate departments that
handle probate. Total administrative support for the Commissioners Court costs
$435,982 annually, not including benefits, which are approximately 35 percent of gross

salary.
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EXHIBIT 3-4

JEFFERSON COUNTY COMMISSIONERS AND COUNTY JUDGE
ADMINISTRATIVE STAFFING AS
COMPARED TO PEER COUNTIES

PCounty/ Precinct 1 Precinct 2 Precinct 3 Precinct 4 County Judge Totals
opulation
Jefferson 2 sec. 1 sec. 1 sec. 1.5 sec. 2 asst.
252,051 1 acct. clerk® | 1 ct. clerk
1 exec. asst. 1 aide
Total 2 1 1 3.5 4 11.5
Fort Bend 1 exec. asst. 2 exec. asst. 1 exec. asst. 2 exec. asst. 1 exec. asst.
354,452 1 admin. asst. 1 admin. asst. 1 admin. asst. 1 admin. asst. 1 sec.
1 staff dir. 1 staff dir.
Total 3 4 2 3 2 14
Nueces 1 asst. 1 asst. 1 asst. 1 asst. 2 exec. asst.
313,645 2 exec. secC.
Total 1 1 1 1 4 7
Hardin .5 sec. 1 sec. 1 sec. 1 sec. 1 legal asst.
48,073 1 admin. asst.
Total .5 1 1 1 2 55
Montgomery 1 admin. asst. 1.5 clerk 1 admin. asst. 1 admin. asst. 1 clerk
293,768 2 admin. asst. 2 clerk 1 exec. Asst.
Total 1 3.5 1 3 2 10.5
Galveston 1 admin. asst. 1 admin. asst. 1 admin. asst. 1 admin. asst. 1 admin. asst.
250,158 1 exec. Asst.
Total 1 1 1 1 2 6
Collin @ @ @ @) 1 exec. sec.
491,675
Total @ @ @ () 1 5
Chambers 1 sec. 1 sec. 1 sec. 1 sec. 1 off. assst.
26,031 1 clerk .5 clerk 1.5 clerk .5 clerk 1 admin.
Total 2 1.5 2.5 1.5 2 9.5
Denton 1 ch. admin. 1 ch. admin. 1 ch. admin. 1 ch. admin. 1 dir. admin.
432,976 .5 spec. 1 admin. spec.
Total 1 1.5 1 1 2 6.5

NOTES: (1) Position is budgeted but not filled.
(2) Administrative support staff, consisting of four secretaries, support the work of the Commissioners Court, but do not report to any one
commissioner.
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Assessment of the Organization and Management Functions

As the above comparison shows, Jefferson County has the second highest
number of administrative staff positions when compared to the peer counties. Four of
the peer counties have fewer administrative support positions than Jefferson (Nueces,
Montgomery, Collin and Denton), are larger than Jefferson County in total county
population. Galveston County, which is closest to Jefferson County in total population,
maintains 5.5 fewer administrative positions than Jefferson.

Collin County maintains of pool of four full-time administrative support positions
that do not report directly to any one commissioner. Instead, Collin County’s
administrative staff collectively support all the commissioners.

RECOMMENDATION 3-1:

Reduce administrative staff and re-organize the reporting relationships of the
County Commissioners offices and the office of the County Judge.

The county could eliminate some administrative staffing positions that would
result in savings for the county. By sharing or “pooling” the administrative staff who
support the Commissioners Court, the county would realize efficiency savings as well. In
addition, the assistants reporting to the County Judge and the executive assistant
reporting to the Precinct 4 Commissioner could be assigned to support the
Commissioners Court as a whole.

IMPLEMENTATION

The Commissioners Court should jointly agree on the staffing necessary for the
operations of county government. Commissioners could share staff, thus eliminating the
need for duplicate administrative positions in each office.

By the next budget workshop, the commissioners should agree on an
administrative staffing structure for their offices. Position eliminations can become
effective as employees retire or resign so as not to have a detrimental effect on county

employees.
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Assessment of the Organization and Management Functions

FISCAL IMPACT

The fiscal impact of this recommendation depends upon the specific positions
that are eliminated. However, a conservative estimate, based on the assumption that
through attrition, four of the lowest paid positions can be eliminated beginning with fiscal
year 2006-07, the annual fiscal impact is $160,400 ([$29,702 average annual salary X

1.35 benefits] X 4 positions).

Recommendation 3-1 2005-06 2006-07 2007-08 2008-09 2009-2010
Reduce $0 $160,400 | $160,400 | $160,400 $160,400
administrative

staffing

County Management

Well-run government organizations all have effective communication among
employees, department heads and elected officials. Poor communication is costly both
in terms of efficiency and effectiveness, and can lead to misunderstandings, faulty
decisions, distrust and low morale.

The potential for ineffective communication is especially problematic in Texas
county government because of the way it is structured with the independently elected
officials. Each elected official is responsible for his or her own staff and the operations of
their offices, yet they must work with the Commissioners Court on the approval of their
annual budgets. There is inherent tension in this system.

In Jefferson County there is a high degree of mistrust and misunderstanding
among the various elected officials, which adversely affects departmental heads and
county staff. This mistrust is hindering the county from focusing on its main priorities and
hinders the delivery of adequate service to the public.

Many elected officials told MGT that they felt the Commissioners Court was out

of touch with their needs and the resources needed for their operations. This was
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Assessment of the Organization and Management Functions

particularly evident during the planning and preparation for this management and
performance review. During contract negotiations, many elected officials opted out of
participating in the review. Some of these officials met with MGT in initial interviews, and
many of them expressed their concern about the lack of involvement of all county
departments and offices as a whole in the planning of the review. Some elected officials
specifically stated that had they been consulted on their opinions as to the scope and
objectives of the review, they possibly would have participated.

In addition, more than 60 percent of employees responding to MGT’s survey are
dissatisfied with how the court conducts county business. Employees were quite critical
of Commissioners Court performance, responding that they felt that the decision-making
process is neither efficient nor effective, and that their input is not valued.

The preparation of the budget is another county activity that is fraught with
miscommunications and rancor between the Commissioners Court and the elected
officials. Two elected officials told the review team that they had invited court members
to visit their offices during the budget preparation process to gain a better understanding
of their operations and their budget requests, yet these officials report that not one
Commissioners Court member has ever met with them outside of a budget hearing. A
few officials told the review team that during the 2004-05 budget process they identified
items that could be cut from their budgets because they either were no longer necessary
or they could do without in order to save money; however, when final budgets were
approved by the court, the items remained in the budgets. Although the Commissioners
Court holds regular workshops, particularly during the preparation of the budget, the
budget process is not effective in identifying county funding priorities among the various
departments and offices. Almost all elected officials and department heads that met with
MGT stated that they felt the budget process was ineffective and that there was not

adequate communication regarding the budget.
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The county has no long-range strategic plan to help guide its decision-making
and operations. A review of county documentation showed that one department — that of
the County Judge — prepared a formal strategic plan. MGT found that many departments
conducted their own form of planning and goal setting, especially when preparing their
budgets. However, many of these plans are not in writing, are not monitored as to the
achievement of goals and objectives, and are not a part of an overall plan for the county.
Without an overall strategic plan, each department or office sets its own direction, but is
operating without any overall stated direction.

The ramifications of not having a strategic plan have significantly affected county
operations. For instance, Ford Park management has no direction as to what its mission
should be and therefore has difficultly determining what type of business plan is needed
for successful operations. Indeed, the initial planning for Ford Park is an indication of
what can happen without a formal strategic plan. Because the county did not have long-
term goals for the park, last minute design changes resulted in additional costs. The lack
of a strategic plan continues to plague operations of Ford Park. Although the economic
downturn has severely hurt Ford Park operations, the lack of direction and mission for
the park have left the county unprepared to deal with the financial issues impacting park
operations.

In addition, the county’s current financial situation is an example of what can
happen without a long-range plan. The county’s failure to establish priorities resulted in
over expended budgets and relying on reserves to fund current operations.

The county’s Road and Bridge operations are also suffering from a lack of a
unified strategic direction. Since each precinct works from its own priorities, there are a
multitude of inconsistencies in how the county approaches the maintenance of its
system of roads and bridges. Failure to agree on countywide Road and Bridge goals and

priorities is costly to the county.

ME' Page 3-10
I G—

of America




Assessment of the Organization and Management Functions

Finally, perhaps one of the most significant problems resulting from the county’s
lack of a strategic planning process is the evident discord among elected officials.
Conducted properly, a strategic planning process helps to establish a system of trust
among planning participants and helps all parties to understand individual departmental
as well as countywide needs and priorities. Once a mission and strategic direction have
been developed, funding issues can be more easily resolved because of the “buy-in”
obtained through the planning process.

Many federal, state and local governments have created strategic plans to guide
their operations. A strategic plan provides an organization a unified vision of its future by
focusing on priorities that are developed by consensus. In addition to better allocating
funding for priorities, a strategic plan also helps an organization measure its progress
toward meeting its goals and objectives. In government, a strategic plan helps elected
officials to be more accountable to their constituents by ensuring that only priorities
developed through consensus are being funding.

The lack of an overall strategic plan in Jefferson County is adversely affecting its
operations, its citizens and its employees. Without a strategic plan, the County
Commissioners cannot effectively make funding decisions based on priorities.
RECOMMENDATION 3-2:

Establish a Strategic Planning and Budgeting function in the county.
IMPLEMENTATION

The Commissioners Court should establish this function and develop
responsibilities for the function by September 30, 2005. All elected officials and
department heads should have input into the establishment of this function and its
duties. (Further implementation for this recommendation is discussed in Chapter 4 of this

report.)
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FISCAL IMPACT

The fiscal impact for this recommendation is presented in Chapter 4 of this
report.
RECOMMENDATION 3-3:

Develop a long-range strategic plan that includes input from all offices and
departments of the county, and from employees from all levels of the county.

The first step in overcoming the animosity among the various elected offices is to
establish an open communications mechanism. By including all elected officials,
department heads and employees in a strategic planning process, the county will not
only establish a strong communications mechanism, but it will be better able to
understand the county’s needs and priorities and therefore develop meaningful funding
plans for these priorities.

Although the Commissioners Court is ultimately responsible for adopting a
county budget, the court must allow input from all levels and all departments as to the
priorities the government should focus on, particularly in light of the county’s financial
situation.

IMPLEMENTATION

As a first step, the county should consider bringing in an outside facilitator to
assist with initial strategic planning efforts and to train county employees in using
strategic planning processes. The Commissioners Court, all elected officials and
department heads should agree to a schedule for conducting strategic planning
meetings beginning in January 2006, with an initial five-year strategic plan drafted by
August 31, 2006.

FISCAL IMPACT

If the county implements the recommendation to create and staff a Strategic

Planning and Budget function, the staff of this department will be able to conduct much
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Assessment of the Organization and Management Functions

of the administrative functions associated with developing a strategic plan, thereby
reducing the cost of an outside consultant. The county should budget a total of $30,000

over the next two fiscal years for a strategic planning facilitator.

Recommendation 3-3 2005-06 2006-07 2007-08 | 2008-09 | 2009-2010

Develop a strategic ($20,000) | $(10,000) $0 $0 $0
plan

RECOMMENDATION 3-4:

Expand the role of the Citizen’'s Steering Committee to oversee the
implementation of these recommendations.

The Citizen’s Steering Committee has served a critical role in this review
process. By assigning the committee a role in the implementation of these
recommendation, the county can help ensure that there is a continued connection with
the desires of the businesses and residents of Jefferson County. Holding regular
implementation status workshops with the committee will help the public to be apprised
of which recommendations the county is implementing.

IMPLEMENTATION

The Commissioners Court should vote to formally extend the role of the Citizen’s
Steering Committee to oversee the implementation of recommendations of this report.
FISCAL IMPACT

There is no fiscal impact associated with this recommendation.
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4.0 ASSESSMENT OF THE FINANCE AND
BUSINESS FUNCTIONS OF JEFFERSON COUNTY

Background

This chapter reviews the operations of the county’s finance and business

functions, which include the following departments and offices:

A\

County Auditor;

Budget Office;

Purchasing;

Management Information Systems (MIS);
County Clerk;

District Clerk;

Tax Assessor-Collector;

County Treasurer; and

YV V. V V V V V V

Human Resources.

Though the functions of the County and District Clerks, Tax Assessor-Collector
and Treasurer vary greatly, they are covered in this chapter because of their revenue
generating capacity.

Also presented in this chapter is a review of the county’s tax abatement program.

Financial Overview of Jefferson County

A review of the financial performance of Jefferson County over the six-year period
from FY1999 to FY2004 reveals important trends in the management of the General
Fund. In FY1999, Jefferson County ran a sizeable surplus of $7.9 million, leaving an
ending fund balance of $25.4 million. In each of the following five years, Jefferson
County ran a deficit between $0.9 million and $7.3 million resulting in the reduction of its
fund balance to $5.1 million in FY2004. Exhibit 4-1 displays the imbalance of General

Fund revenues and expenditures over the five year period.
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Assessment of the Finance and Business Functions

EXHIBIT 4-1
JEFFERSON COUNTY GENERAL FUND
REVENUES AND EXPENDITURES
FISCAL YEARS 1999 THROUGH 2004

Expenditures vs Revenues
78,000,000

76,000,000
74,000,000 +
72,000,000 +
70,000,000 +
68,000,000 +

Dollars

66,000,000 +
64,000,000 +
62,000,000
60,000,000 +

58,000,000
1999 2000 2001 2002 2003 2004
(Actual) (Actual) (Actual) (Actual) (Actual) (unaudited
actual)

Fiscal Year Ending:

O Total Revenues H Total General Fund Expenditures

Revenue growth was sluggish over the period with revenues actually declining in
all years except FY2003. At the same time, expenditures grew every year but FY2004.
This high expenditure growth coupled with shrinking revenues resulted in persistent
deficits over the period studied. Exhibit 4-2 shows the mismatch of revenue and

expenditure growth.

ME' Page 4-2
—

of America



Assessment of the Finance and Business Functions

EXHIBIT 4-2
JEFFERSON COUNTY’S GENERAL FUND
PERCENT CHANGE IN REVENUES AND EXPENDITURES
FISCAL YEARS 2000 THROUGH 2004

8.0% 7 7.4%

6.0% -

3.9%
4.0% -

2.8%

o 2.5% 2.4%
c
S 20% -
O
N
0.0% -0.4% : . L
20p0 2 2003 2
(Actual) (Actual) (Actual) (unaudit al)

-2.0% A

-2.7%

0o -3.3%
-4.0% -

Fiscal Year Ending:

OTotal Revenues @ Total General Fund Expenditures

Expenditure growth has been largely driven by growth in the areas of General
Government, Judicial and Law Enforcement, and Health and Welfare. The areas of
Education; Recreation and Maintenance, Equipment and Structures; and Capital Outlays
were cutback to counter the impact of rapid growth in the other three areas. Exhibit 4-3

shows each of the areas as a percent of FY2004 expenditures.
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EXHIBIT 4-3
JEFFERSON COUNTY’S GENERAL EXPENDITURES BY AREA
FISCAL YEAR 2004

Maintenance,
Equipment &
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Health & Welfare 12%
10%
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1%

General Government
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The largest and fastest growing line item in General Government is General
Services, which grew at a compound annual rate of 8.2 percent from FY2000 to FY2004.
General Services includes such items as salary supplements for judges, termination and
sick leave pay, retirees' health insurance, bank charges and attorneys’ fees. Other
major line items — Tax Office, Auditor's Office and Management Information Services
grew at compound annual rates between 0.9 percent and 2.5 percent. The County
Clerk’s office, the third largest line item, declined at a compound annual rate of 1.9
percent. In the General Government area, growth was largely driven by increases in the
General Services line item although slower growth of the Tax Office, Auditor’s Office and
MIS contributed. In contrast, the County Clerk’s Office was the only major line item that
was cut to FY2000 levels.

The Judicial and Law Enforcement area accounted for 58 percent of all General
Fund expenditures in FY2004 and grew at an annual rate of 2.6 percent from FY2000 to
FY2004. While this growth rate is lower than that of General Government, the
magnitude of the change in the Judic