Town of Blowing Rock

Adopted Budget
Fiscal Year 2019-20

TO: Honorable Mayor Charlie Sellers
Mayor Pro-tem Albert Yount
Commissioner Jim Steele
Commissioner Doug Matheson
Commissioner Sue Sweeting
Commissioner Virginia Powell

FROM: Shane Fox, Town Manager
Nicole Norman, Finance Officer

cc. Departments

DATE: June 24, 2019

Submitted herein, is the Adopted Budget for Fiscal Year 2019-2020 (FY 2019-20) for the Town of Blowing Rock. This Adopted
Budget is balanced and meets the Town’s fiscal priorities for FY 2019-20. Prior to adoption, it is the Governing Body's charge
to deliberate if the Proposed Budget achieves a financial mission to positively advance the Town of Blowing Rock forward

in FY 2019-20.

The budget is the single most important document presented to the Mayor and Town Council. Generally described, a
budget document outlines policy direction and serves as an understanding of the Town’s fiscal year operating, capital
programs and debt servicing obligations. It reflects the Town’s commitment to either maintain and/or improve the quality
of provided service activities while keeping the impact of taxes and fees to citizens at a justifiable level.

Therefore, in accordance with the North Carolina Local Budget and Fiscal Control Act, the Town of Blowing Rock’s Adopted
Budget for the fiscal year beginning July 1, 2019 is presented herewith. On this day that the budget is submitted to the
Governing Body, a copy of same was filed in the office of the clerk where it shall remain for public inspection. North Carolina
General Statutes (GS 150-13(a)) direct that the Budget Ordinance and Tax Rate adoption take place by July 1, 2019.

A public hearing has taken place at 6:00 pm, June 4, 2019 in Town Hall. Thereby providing the Governing Body an
opportunity to receive citizen input for consideration prior to scheduling budget work sessions. North Carolina General
Statute 159-12 requires this date be published and said hearing held before the Commissioners adopt a Budget Ordinance.
In addition, North Carolina General Statute 159-16 directs that if the budget ordinance is not adopted by July 1%, the
governing body must adopt “interim appropriations for the purpose of paying salaries, debt service payments and the usual
ordinary expenses” of the unit until the ordinance is adopted. The FY 2019-20 budget was adopted by the Governing Board

on June 24, 2019.

The FY 2019-20 Adopted Budget totals $10,912,575 million for all Town operations, capital improvements and debt service
requirements. This is a decrease of 2,789,622 compared to last year's adopted budget of $13,702,197 million which
represents a 20.36% change. The decrease is mainly due to a general obligation bond debt issuance that occurred in FY
2018-19. However, it is noted that the budget’s operation portion increased 2.18% from $10,352,770 in FY 2018-19 to
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$10,578,632 Adopted in FY 2019-20. A more detailed listing of all Adopted operation cost may be referenced towards the
end of this budget message under the EXPENDITURE BY CATERGORY section. Highlighting some selected new budget
expenditure categories which contribute to the Adopted operation increase are:

m  Re-occurring Operation....2% cost-of-living plus 1% merit personnel salary adjustment, HWY 321 street lighting
electrical power increase, recycling cost increase, (continued School Resource Officer funding), etc.

m  Opetime Operation..Code of Ordinance re-codification, Ad-Hoc committee Hwy 321 Vision Plan, merit
development program, computer/operating systems replacement, etc.

= Debt Servicing...anticipated new general obligation bond debt issuance.
= Capital..equipment, vehicles, finished flow meter.
= Capital Improvements.....playground replacement, park restroom upgrade reserves, road repairs (non-

resurfacing), culvert replacements, ditch line repairs, sidewalk repairs, hydrant/valve repairs, water plant basin
wall repairs.

To fund new FY budget operating expenditures and account for general fund operational cost of living increases (i.e. fuel,
insurance, electrical, etc.), the Adopted Budget reflects a 39.0 cents per $100 valuation tax rate. This is an increase of 1.0
cent above the FY 2018-19 adopted rate of 38.0 cents per $100 valuation. One cent of the tax rate increase applies to

operational costs.

Referencing the Water and Wastewater Fund, the budget proposes an increased 4.0% water and sewer rate schedule (base
and per thousand-gallon schedule), along with selected minor rental and permit schedule rate increases. The water/sewer
rate scheduled increase supports both obligation bond debt for capital projects and utility operations. Also, it should be
noted that in April 2019 the Town completed a NC Rural Water Association water and sewer energy savings assessment
study. When it becomes necessary to change out pumps/motors, it is recommended that the Town consider acquiring the
type of energy efficient pumps/motors listed in said assessment.

lllustrating how the Adopted tax and water/sewer rate schedule dollar increase would impact a citizen and commercial
business is shown below:

Citizen Dollar Impact Snapshot

Present Adopted
Catego Differ
Dollars gory Dollars
$950 $250,000 Real & Personal Residence Valuation 4975 $25
$1,900 $500,000 Real & Personal Commercial Valuation $1,950 $50

Bi-monthly minimum 5,000 gallon usage (does not
590 include recycling & interconnect charges) 594 54

Not addressed in this Adopted FY budget but worth noting in FY 2020-21 are two (2) forthcoming and substantial re-
occurring expenditures. These are anticipated increased Watauga County “tipping cost” for landfill disposal and Town’s
obligation to take over from NCDOT, the HWY 321 Corridor maintenance and landscaping. At that time, the Town may
need to consider financial options on how best to address. Some, but not limited to, options could be imposing a citizen
solid waste fee, service contracting (privatize) and/or organizational responsibility changes.

BUDGET IMPACTING ISSUES
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Tax Base Growth Minimal

The FY 2019-20 ad valorem tax base is projected to slightly grow as some projects are underway and others are being
planned. Current total value assessment increased by about $14.975 million over the assessed value for FY 2018-19 of
$1.142 billion, increasing to approximately $1.157 billion dollars. If proposed private development projects do become
reality, there is at least opportunity for some tax base increase. Historically, the Town of Blowing Rock experienced average
annual growth rate in its tax base of 0.79% since FY 2007-08 property revaluation. However, a most recent tax FY 2014-15
revaluation resulted in a 4.5% decrease in the overall tax base. lllustrated by the below graph includes information
regarding the Town of Blowing Rock’s tax base percentage change over a time period. Large changes occurred in property
revaluation years during times of robust economies in which property values were increasing comparatively rapidly,
especially as seen in FY 2002-03.
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The Adopted FY 2019-20 tax rate is $0.39 per $100 of taxable property, is expected to generate an estimated tax levy of
$4,476,178. Thereby one cent on the tax rate equates to $50 in annual taxes for a home valued at $500,000. For the Town
of Blowing Rock, one cent on the tax rate in FY 2019-20 is expected to generate $113,953 after being adjusted for the
anticipated collection rates of 98.0% for vehicles and 98.5% for real property. The collection rate projection on vehicles is
much better than in the past due to the tag and tax together program implemented by the State. A following graph reflects
the value of tax generated by one penny on the tax rate over time (FY 2000-01 to FY 2019-20) for the entire Town of Blowing

Rock.
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The total tax base for the Town of Blowing Rock for FY 2019-20 is estimated to total $1.157 billion. Approximately $97.63
million, or 8.4%, of the Town's tax base is in Caldwell County. Reference the graphs below for a tax value summary and the

resulting percentage change for the Town of Blowing Rock over time.
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Sales Tax

Projected sales tax revenues totaling $1.82 million in FY 2019-20 and is anticipated to make up 21% of all Town general
fund revenues, although the effective percentage is only 11.6% after returning a portion to Watauga County. The Local
Option Sales Taxes consists of a one-cent sales tax and two one-half cent sales taxes. In Caldwell and Watauga Counties,
sales are subject to a 4.75% State and 2.00% Local rate of tax for a combined rate of 6.75%.

The State of North Carolina collects the local sales taxes and distributes them to the county governments. Sales tax
revenues are distributed by one of two methods, of which “both” are at the discretion of counties and not municipalities.
These methods are on a proportional population (often referred to as “per capita”) basis to municipalities or based on
proportional local government ad valorem levies. Historically, Watauga and Caldwell counties have both used the

proportional per capita basis.

The Watauga County Board of Commissioners historically governed for the last six years, impacting revenue distribution in
FY 2013-14, 2014-15, 2015-16, 2016-17, 2017-18, 2018-19 and now in FY 2019-20, by way of making the sales tax
distribution method basis, ad valorem. Prior to FY 2013-14, the distribution method was the per capita method, after being
changed from ad valorem to per capita in 1987. With the distribution method changed to ad valorem in FY 2013-14, an
agreement between the County and some towns was reached and continues to be the agreed upon method of distribution.
It required the Towns of Blowing Rock, Seven Devils, and Beech Mountain to appropriate moneys to Watauga County equal
to 60% of the higher revenues received compared to the former per capita method during the first four years of the change.
For FY 2017-18 and EY 2018-19, Watauga County has asked for a larger share of the increase to hold them harmless. The
same three municipalities have agreed to return 70% of the increase over the per capita method to Watauga County.

The Town of Blowing Rock expects to see an increase in the amount they have received over the past four years due to
higher sales tax collection even after agreeing to send back a larger portion, and considerably more than they received over
the per capita distribution method. Per this budget message writing, the Town anticipates receiving approximately
$364,747 in FY 2019-20 over the per capita method. With the ad valorem distribution method, still in place for FY 2019-20,
the Town expects to receive approximately $668,090 more in FY 2019-20 than was received in FY 2011-12.

lllustrated in the following graph, is a summary of sales tax revenue receipts received to date and a projection of the
monthly revenues that will complete FY 2018-19. Similar projections have been built into the FY 2019-20 hudget forecasts
estimating a conservative growth rate in revenues of 2%. This growth rate is projected lower than suggested by fiscal
analysts in the Office of State Budget and Management and with the North Carolina League of Municipalities. These sources
forecasted sale tax growth rates at approximately 4.5%. 1t should be noted that Incremental sales tax revenues were not
incorporated into “ongoing operating cost commitments” in FY 2016-17 and prior years, and a similar approach has been
taken in the Town of Blowing Rock’s budget development for FY 2019-20, earmarking the funds for one-time operating
expenses and capital projects only. (See chart of uses on page 23 of this Budget Message.)
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Protecting & Enhancing the Community’s Infrastructure — Bond Referendum
Implementation

A pressing expenditure for the Town of Blowing Rock, in the coming years relates to the development of a Capital
Improvements Plan (CIP). The Town’s engineering firm, McGill Associates, assisted the Town Staff in the development of a
ten-year Capital Improvements Plan (CIP) during FY 2013-14. The CIP identified a variety of improvements throughout the
Town including public facilities, parks and recreation, roads, sidewalks, roadside ditches, and water and sewer lines and
plants. It is recommended that on an annual basis, that the Town should reassess its Capital Improvement Plan (CIP) and
incorporate necessary revisions for future budget planning. Conducting a complete water and wastewater utility asset
management inventory program could be helpful when developing realistic Capital Improvement Plans.

It is understood that the FY 2013-14 McGill Associates developed CIP improvement activities were bundled into a General
Obligation Bond Referendum that was, on November 4, 2014, presented to Blowing Rock voters for consideration. The
following is a summary of the separate bond referenda categories and totals ($13 million) approved by Blowing Rock voters
on November 4, 2014.
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Town of Blowing Rock
General Obligation Bond Referendum Voting Result Summary
Voting Day November 4, 2014

Watauga Caldwell
Yes | No Yes No

Blowing Rock

Bond Amount | Bond Type % Yes Yes No

473 | 172 29 6
470 | 177 25 9
510 | 132 29 6
521 121 29 5
1,974 | 602 112 26

9,000,000 | Transportation | 73.82% 502 178
1,000,000 | Parks 72.69% 495 186
2,000,000 | Water 79.62% 539 138
1,000,000 | Sewer 81.36% 550 126
13,000,000 | Totals 76.86%| 2,086 628

During the fiscal year 2015-16 budget development cycle, the Town Council approved the general approach of executing
the bond projects in three major phases as summarized in the following table:

Town of Blowing Rock
General Obligation Bond Execution Plan
Presented As Part of the Fiscal Year 2016 Budget Process

i BT Extension for 3 Years
Initial Authority Valid for 7 Years

Row |Description FY 2014| FY 2015 FY 2016 FY 2017 FY 2018| FY2019| Fy 2020 Fy2021| FY2022| FY 2023| FY2024| FY 2025
Volers| Appropriate Appropriale, Appropriate|
Needs| Approved| For 1st Set For 2nd Set for 3rd Set
1 |Council Action identifed] $13M| of Projects| of Projects of Projects)
General Capital
(Transportation and Bormow!| Bomow Boimow|
2 |Parks) $10M Total $3.5M $2.75M 3.75M
3 |General Fund
4 |Annual Tax Increase 2 2 2| 1 2 1
5 |Cumulative Tax Increase 2 4 6| 7 9 10 10 10 10 10
6 [Annual Debt Senice
Utility Capital (Water Bomow Bormow, Bormow,
7 land Sewer) $3M Total $1.13M $914K $950K]
8 Jutility Fund
9 |Annual % Increase 5.0% 5.7% 4.6% 4.6% 4.8% 4.8%
10 |Cumulative % Increase 5.0% 10.7% 16.3% 19.8% 24.6%| 29.3% 29.3% 293% 29.3% 29.3%
11 |Annual Debt Senice 57,335( 117,930 179,883| 245,928 263,725 282,276| 274,401 266,526| 258,944 250,776

UASeoibEnaenlend Refonnitum Y010 GC App\Ebwing Rock (apiil Fens fran Me Gk Uoirowidg ondd Tex Ben

Per this plan, the first set of capital project appropriations were approved with the adoption of the FY 2015-16 budget and
the tax rate was increased two cents to pay for the anticipated debt service increases expected beginning in FY 2015-16.
As the borrowing process began, it became clear that due to the extent of the North Carolina Local Government
Commission approval and bond rating processes involved, there was no strategic advantage to borrow funds in late FY
2015-16 and begin debt service payments in FY 2015-16, since most project construction could not begin until the spring
of 2016. Subsequently, the borrowing process was geared to take place in March of 2016. Thereby, allowing the funds to
be received without having to make the first debt service payment until FY 2016-17. Funds raised by the incremental two
cents on the tax rate to pay the debt service were used in part to cover bond issuance costs. Both the FY 2016-17 and FY
2018-19 adopted budgets included an additional one cent associated with the bond. This FY 2019-20 budget proposes an
additional one and a half cents, again associated with the bond.
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The anticipated tax increases shown in the table above were calculated assuming an interest rate of 5%. During the
borrowing process, the Town of Blowing Rock general obligation bonds were rated by Standard and Poor's as AA+. As
relayed by the past Town of Blowing Rock budget office during such past time, the rationale for this very positive rating per
Standard & Poor's follows:

Rationale

Standard & Poor's Ratings Services assigned its 'AA+' long-term rating to Blowing Rock, N.C.'s series 2016 general obligation
(GO) bonds. The outlook is stable. The long-term rating reflects Blowing Rock's unlimited GO pledge to levy on all taxable
property ad valorem taxes as may be necessary to pay principal and interest on the bonds without limitation as to rate or
amount. The series 2016 bonds are part of four separate GO bond referendums approved by voters in November 2014
totaling $13 million. Issuance of bonds is planned to take place in three separate bond issuances spread out over six years,
starting with this $4.635 million issuance. Projects financed by the referendums include various construction and renovation
projects for streets and sidewalks, parks and recreation, water projects, and sewer projects.

The long-term rating on the town reflects our opinion of the following:

e Strong economy, with projected per capita effective buying income (EBI) at 112% of the national level and market
value per capita of $902,094;

e Adequate management, with "standard” financial policies and practices under our financial management
assessment (FMA) methodology;,

e Strong budgetary performance, with operating surpluses in the general fund and at the total governmental fund
level in fiscal 2015;

e Very strong budgetary flexibility, with an available fund balance in fiscal 2015 at 40% of operating expenditures;

e Very strong liquidity, with total government available cash at 69.9% of total governmental fund expenditures and
6.2x governmental debt service, as well as access to external liquidity we consider strong;

e Adequate debt and contingent liability position, with debt service carrying charges at 11.3% of expenditures and
net direct debt at 136.5% of total governmental fund revenue, as well as low overall net debt at less than 3% of
market value; and

e Very strong institutional framework score.

Due in part to the very positive bond rating of AA+ and favorable interest rate environment, the Town’s bonds sold with an
interest rate of 2% instead of the cautiously predicted rate of 5%. This lowered the interest rate component of the payment
required in the general fund by about $100K and the utility fund by about $31K. Thereby over the twenty-year repayment
term of these bonds, the lower interest rate will save approximately $1M in the general fund for transportation and park
projects and another $336K in the utility fund for water and sewer projects.

With the lower interest rate of 2% obtained in Phase |, there was a slight increase proposed to build reserve for debt service
increases associated with the second bond issuance and debt service in FY 2017-18. This was to make an incremental
increase, rather than a larger increase the next fiscal year. Phase Il also received a lower than anticipated interest rate of
2.936%, allowing for only $.01 tax rate increase to fund the added debt. Borrowing was allocated to capital project

categories as follows:

PHASE Il Bond Allocations

= Transportation — $1.628 million

= Parks and Recreation — $0.129 million
= Water —50.543 million

= Sewer —50.00 million

The level of investment and pace at which Council decides to pursue the remaining two phases of improvements are
important decisions that will be made during this and future budget cycles as funding situations and alternatives are

discussed.
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Organization

A contributing factor to the Town’s organization’s financial picture relates to its organizational structure and personnel cost
supporting such organization. There needs to be balance on the Town’s ability to retain and recruit quality employees in
comparison to being competitive with the surrounding labor market. It is understood that the last time the Town fully
assessed its organization, conducted and implemented a related a “Classification and Pay Study” was in 2014, which is
approximately five (5) years ago. As of last fiscal year, the Town’s overall organizational structure can be referenced as

follows:
Governing Body
Town Manager
[ | | o
Town Carkf [ Planming Parles/Ree Puhlic Warks
‘4 Di Directol
Tay Callztiar Payroll Aémin DEFecor Director actar
Fiance DRicer rhiet of Building Inspetzor Fira Recreation ‘ Facilitie Siparntendant
Falice | Chict Progr=mSpec. | Coardinator oo
Admin Assistant | [ |
| Lendscape 5 . |
% anitation Streets
Admin Asst pramsas Deputy Chiaf dati
Receptanizt/ LI Spedalist .
—  Arcts Payable Parhing = ‘ i Lsndscape Maintenance Field Operatians
| ; T Lieutznant Czpuinf Captein/ Captain/ i :
{ Oerk T - Fadillin 1%} erfSawer
| Enforcemnnt i dicshitA | dicshiits  Patamedic SHiRC Assistant HRE  Waer/Sewe
| | |
| Uriliy BiFng Sargant | : |
" Administrater FRfENT FE/EMT THEMT Stene cemeleny Plant Dperations
— Master Dfficor i | | Masonry ! Water/Sewer
; FEFEMT FF/EMT FRPENT ' Float/Equip
1 ol | Park Mzintenzncz |
= Senior Dficer |
payable tlerk PEfVh PT/Vol Vol Tech Eullcings
| Grounds
— Police 1 !
Park Maintanance
Waorked
Raterve Dllicers

Presently, the Town funds 67 full time and 28 part-time/seasonal employees of which two (2) department head positions
(Police Chief and Public Works Director) are vacant. Also, in approximately eighteen (18) months the Town will be
responsible for the HWY 321 corridor landscaping and grass maintenance which could justify either additional personnel
or contracted servicing. In consideration of these matters, an opportunity may exist for a new Blowing Rock Town Manager
to sometime this FY 2019-20 reassess the Town’s overall existing organizational structure as to its efficiency. Adopted
budget funds have been included to consider re-assessing the town’s organizational plan along with employee

development.

Debt Service

Bringing on debt to fund assets is a financial option to better match the utility of costly items with the period that the Town
pays for them. Interest rates, while forecasted to rise, are still at historically low levels. Bringing on additional debt service
is an option to afford assets that are simply too large to fund with cash. One of the major elements included in last FY 2015-
16 and FY 2016-17 Adopted Budget and FY 2018-19 Adopted Budget was to continue moving forward with the November
2014 voter approved general obligation bond referendum. The first issue took place in February 2016 and the second
issuance occurred in May 2018 and a continuance to work on FY 2016-17, FY 2017-18, FY 2018-19 capital projects as
planned. Annual Capital equipment replacements and needs are planned to be funded through debt service as well.
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Tax Rate Comparisons

When addressing the cost of living, it is beneficial to understand how we compare with other area municipalities. Watauga
County has four municipalities: Blowing Rock, Boone, Beech Mountain, and Seven Devils, along with a variety of taxing
jurisdictions including fire districts and municipal service districts. Blowing Rock and Boone hoth have fire districts taxed
at $0.05 and $0.06 per $100 valuation respectively. In addition to the fire district the Town of Boone has a municipal service
district with a tax rate of $0.21 per $100 valuation. The following graph on page 10 depicts the property tax rate per $100
of taxable value in each respective jurisdiction. This comparison does not include the Town of Boone’s Municipal Service

District.

The Town of Blowing Rock has the lowest property tax rate of the four municipalities in Watauga County. In addition to the
municipalities in the County, Watauga County has a tax rate of $0.353 per $100 valuation. The taxable property in Blowing
Rock has seen an average growth of 0.79% since FY 2007-08. This low level of growth does not provide very much additional
tax base upon which to leverage our existing revenue mechanisms so that we can continue providing service levels expected

by our community.
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Challenges to Revenue Options

North Carolina General Statute Chapter 159, Article 3, requires all local governments to operate under a balanced budget
ordinance adopted and administered in accordance with the Local Government Budget and Fiscal Control Act. The Adopted
budget is considered balanced when the estimated revenue plus the appropriated fund balance equals the amount of
appropriations. This budget reflects increases in government expenditures in various forms, described in the “Expenditure
and Municipal Comparison” section. Along with the property tax, the Town of Blowing Rock receives revenues from state
shared and state collected taxes including things such as sales tax, Powell Bill funds, utilities, franchise tax, and beer and

wine tax.

Business Licenses Discontinued and Vehicle Tax Authority Expanded

Prior to FY 2015-16, one avenue of raising revenues to support operations was to adjust the level of Business License Fees.
This tax was authorized as a revenue source under which the Town collected Privilege License Taxes, in the form of fees,
from a variety of businesses ranging from $2.50 to $100 per fee. In 2014, the North Carolina General Assembly restricted
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the authority associated with this revenue source by limiting it to only those businesses with a physical location in Blowing
Rock rather than for all businesses providing services in Blowing Rock. At that time, the NC General Assembly also
determined that the authority would completely be eliminated beginning July 1, 2015 (except licenses and permits would
still be allowed for beer and wine sales). This revenue source for the Town of Blowing Rock typically averaged about $16,000
per year and peaked at nearly $22,000 in FY 2011-12. Now that this revenue source is no longer available, the Town must
continue finding alternative revenue options to produce the equivalent amount of revenue or reduce service levels by an

equal amount.

One area in which the North Carolina General Assembly did provide an additional revenue option recently was for vehicle
license fees. As part of its budget passed in 2015, all cities and towns could charge a $30 municipal vehicle tax beginning
July 1, 2016. The change meant that all municipalities were treated the same regarding the vehicle tax that they can charge.
Current law allows cities and towns to charge a $5 tax, while almost all cities that operate transit systems can charge an
additional $5. Local legislation passed over the years had allowed several other municipalities to charge vehicle taxes of up
to $30, but the additional authority was not applied uniformly. The budget provision (Sec. 29.27 A, pages 365-66) requires
that amounts charged above the two uniform $5 taxes already imposed by cities go toward city street maintenance and
construction. The Town Council of Blowing Rock researched this option in prior years and discussed the option for prior
Adopted budgets, but declined to implement said option. This Adopted budget does not included said revenue source.

A major revenue source recommendation is applicable to the Town of Blowing Rock’s property tax rate. A municipality may
levy property taxes at a rate not to exceed $1.50 for each $100 of appraised value. The Adopted Budget includes a property
tax rate of 39.0 cents per $100 of property valuation. Each penny increase on the property tax rate produces approximately
$113,953 after adjusting for predicted collection rates. At this level, property tax revenue is expected to generate a total
of $4.476 million or 51.9% of total general fund revenues.

FUNDS OF THE BUDGET

General Fund

-
A local government’s General Fund is where General Fund Revenues = $8’618’077
revenues and expenses are collected for all State Collected ABC Revenue,

governmental services that do not generate A Ll 8000, 1% Solid Waste and
sufficient revenue to support their activities 457,200, 5% Reeycling,
(i.e. Police, Fire, Recreation, Public Works, Local SalesTax, /"“‘151’025'2’5
Administration, Planning/Inspections, etc.). The 1,821,594,21%.. : ~/ Other Revenue,

//862,543 , 10%

Town of Blowing Rock’s General Fund is
balanced and recommends adjusting the
property tax rate to 39.0 cents per $100 of
property valuation. This rate is projected to Occupancy Tax,
provide approximately $4.476 million in real R
and personal property tax revenues based on a
real and personal property collection rate of

Fund Balance
Appropriated,
120,000, 1%

98.5% and a vehicle property tax collection rate ilasingd
of 98.00%. Transfers,
223,409, 3%
The side graph distinguishes the percent each
source of revenue is expected to contribute to
the general fund:
\_ _J

The Town’s tax base is split between two counties — Watauga and Caldwell. Watauga County represents approximately
91.5% of the total property tax base. Caldwell County accounts for the remaining 8.5%. The Town’s property tax base is
estimated to be approximately 85% residential and 15% commercial.
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General Fund Departmental

The side graph depicts the adopted spending . _
breakdown by department for FY 2019-20: Expenditures = $8,618,077

Street Sanifation
Department, Depariment,
The FY 2019-20 Adopted Budget for the General Fund 1,415,126, 16% 406,463, 5%
; - Recreati
revenues total $8,618,077. The primary areas of 'I’*a""'"g and : ' D::;iﬁa.';n':
i p nspections, f )
revenue increase are in property tax due to an 300,556 , 3% . 1,066,509, 12%
adopted increase of three cent on the tax rate to .39
. Fire Depariment, 4 b
cents per $100 of taxable value along with sales tax | 1088664,13% &
£ ®. \*-., J \ Governing Body,

and State collected local revenues. Therein projected
budgeted revenues are anticipated to increase 5 %
over the adopted FY 2018-19 levels.

../.,5‘0&%3@1 1%

Administrative
IFinance,
457,123,5%

BRAAC Fund
Police
) . e Deparlment,

The Blowing Rock Appearance Advisory Commission 1,422,169, 17%
Fund contains activities to initiate, promote and Cenlral

. = 5 5 . - Government,
assist in the implementation of general community Bu"din';';‘;“;‘;nunds 1,805,406 , 21%
beautification in the Town. The Commission also \ , 599,880, 7% )

coordinates the Spring and Fall Planting Days and is
the chief sponsor of the annual Town Clean-up Day. This group also assists in the Town’s efforts and evaluation of a gateway

project which has been under consideration during the past few years. The FY 2019-20 Adopted Budget for the BRAAC Fund
totals $25,050. Via donations/contributions, this fund is self-supporting with all revenues being allocated towards the
Commission objectives as set forth in the Town Code. Donations that support the BRAAC Fund include general donations,

hanging basket donations and cemetery donations.

Most BRAAC Fund expenditures are appropriated to “Flowers/Landscaping” efforts totaling about half of their adopted
budget. This year’s adopted budget level is virtually the same as the FY 2018-19 budget, due largely to the annual contract
that BRAAC initially funded in FY 2015-16 to maintain the Town assumed Legacy Garden responsibility. This is the Garden
area that borders Main Street’s east side just south of the downtown area. During the spring of 2016, the Town received
approval from all the property owners through this area that they were willing to provide a maintenance easement to the

Town for said purpose.

Water and Sewer Fund

The Water and Sewer Fund contains all water production, water distribution, wastewater collection and wastewater
treatment activities of the Town. Water and sewer revenues come from rates and fees and is considered to be a self-
supporting (“enterprise”) fund for the Town of Blowing Rock. The FY 2019-20 Adopted Budget includes a minimum water
and sewer base rate adjustment of $2 per billing cycle (Bi-monthly) for both the water and sewer base fee and 25 cent
increase in the per thousand-gallon fee to help offset increasing operating and capital costs.

The FY 2019-20 Adopted Budget for the Water and Sewer Fund totals $1,958,505. This is an $125,739 decrease from the
FY 2018-19 Adopted Budget of 52,111,243, The decrease is due largely to not including revenue and expenses in the
adopted budget year for Automated Meter Infrastructure, which was included in the FY 2018-19 adopted budget, but not

implemented.

Graphs to the right and below outline the Revenue and Expenditures for the Water and Sewer Funds:
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SOURCES OF REVENUE

Ad Valorem Tax (Property Tax)

Both real property and personal property are
subject to taxation in North Carolina. Real
property includes land, buildings, and
permanent fixtures, as well as rights and
privileges pertaining to land, such as mineral or
forestry rights. Personal property includes all
other property, tangible or intangible, that is not
permanently attached to land. Article V of the
North Carolina Constitution establishes that
property taxation may be levied to be used “for
public purposes only.” A public benefit that is
merely incidental to a principal benefit for a
private party does not constitute a public
purpose, under the Constitution’s definition.

Two characteristics of the property tax
distinguish it from other forms of taxation and
underlie the methods of determining tax liability

\,

Water and Sewer Fund
Revenues = $1,985,505

Taps &
Connections, 3,000,
10

Water Impact
Fees, 20,000,
1%

Sewer Impact
Fees, 22,000,
0,

Interest [ncol 1%
y Fund Balance

Appropriated,
40,000, 2%

./ Interconnection
Charge, 13,000, 1%

Miscellaneous
Income, 162,125
, 8%

Late Payment
Fees, 11,000,
1%

Re-connectFee, 1,500,
0%

.

and enforcing collection. The first characteristic is that the property tax is levied on property itself, not the owner. The
second, is that the tax is measured by the value of the property as a marketable item, not by the owner’s ability to pay.
Thus, it is often called an “ad valorem” tax, from the Latin phrase meaning “according to value.” In North Carolina, property
tax rates are customarily expressed in dollars per $100 of valuation. The maximum property tax rate allowed in North
Carolina is $1.50 per $100 of valuation. In Blowing Rock, the adopted FY 2018-19 property tax rate was $0.38 per $100 of
valuation. On a $500,000 home, the total annual Town of Blowing Rock property taxes due would be $1,900. The $.39
Adopted rate for FY 2019-20 would make the same property tax $1,950, an increase of $50.

The FY 2019-20 Adopted Budget includes an increase of one cent for a total tax rate of $0.39 per $100 of valuation to help

Water and Sewer Fund Departmental
Expenditures = $1,985,505

Y\ support increasing operating (one cent). Total Ad
Valorem tax revenues (including current and
prior years, motor vehicles, and penalties/
interest) are projected to be $4.476 million in FY
2019-20 after adjusting for a 98% collection rate
on personal property and 98.5% collection rate
on real property. In North Carolina, the property
tax is the only significant source of revenue that
the State allows local governments to control.

Sales and Services

The Town has several services that it “sells” to
the public. These services are covered in the
Town’s Fee Schedule. There are no services,
except water and sewer, solely supported by
“Sales and Service” revenue. All others are
augmented by property tax revenue, to some
degree, to meet service demands. For example,
only a portion of the Parks & Recreation
J Department budget is supported by revenue

Ridaet Message Paae 13 of 25



generated from registration, entry or rental fees. Property tax revenue and other General Fund revenue support a portion
of the Parks & Recreation Department’s budget. Some services which produce “Sales and Service” revenue include:

m  Commercial Solid Waste/Commercial and Residential Recycling Fees (no separate fee for weekly residential solid
waste collection)
= Pparks and Recreation Department Fees (Pool, Day Camp, Program Registration Fees, Facility Rental Fees, etc.)

n Cemetery Fees
m  Zoning/Building Inspection Fees
s \Water/Sewer Charges

A detailed list of all fees/charges can be found in the Schedule of Fees/Charges section of the budget document.

State-Collected Local Taxes

State-Collected Local Taxes are distributed by the State to the Town based on the actual receipts from the providers of
these services and commodities within the Town limits. These revenue sources are expected to total $457K in FY 2019-20
with the continued ad valorem distribution methodology in place. These are strictly General Fund revenues.

State taxes that are shared with cities are the beer and wine taxes, electric franchise taxes, telecommunications taxes,
video services taxes, satellite services taxes, the piped natural gas tax, motor fuel taxes, and, as of January 1%, 2008 a
portion of a 911 charge on voice communication services. Since FY 2018-19, there are six statewide revenues recejved by
the Town whose estimates depend on economic forces: Utility Franchise Tax, Telecommunications Sales Tax, Beer and
Wine Tax, Solid Waste Disposal, Powell Bill, and Video Programming Tax (formerly Cablevision TV Franchise Tax).

The projections for the telecommunications sales tax, beer and wine taxes, and the solid waste disposal tax anticipate flat
or slightly declining growth over the prior year largely due to the numerous changes in the revenue formulas in recent years
and the sensitivity to which these revenues respond to weather and market forces.

Each town’s utility franchise tax is based on actual receipts from electric service only within the municipal boundaries. The
distribution method for the electricity sales tax, along with that of the sales tax on piped natural gas, changed in FY 2014-
15 because of the tax reform legislation passed during the General Assembly session. The general sales tax rate is now
applied to the sales of electricity, and 44 percent of the proceeds from the sales tax will be returned to cities and towns. It
is important to note that if total tax collections next year (and any year in the future) exceed the total necessary to provide
every municipality the same amount that they received in quarterly distributions for FY 2013-14, that revenue was
distributed statewide on an ad valorem basis. Then in FY 2015-16, the Town of Blowing Rock experienced strong growth
in this revenue source and accordingly, revenues from this source were $366,165, or about 61.2% higher than the level
budgeted in FY 2015-16. These revenues are highly sensitive to the weather. Mild winters, cool summers, and any
significant rate increases, or decreases can cause these receipts to change.

Annual statewide growth in telecommunications revenues is expected to continue its decline which is mainly attributable
to loss of landline purchases, as more customers transition to using cell phones only. The budget proposes this revenue to
drop approximately $1,400 to $31,500.

Beer and Wine taxes are distributed statewide based on local government population. Due to a change inthe North Carolina
Department of Revenue collection method in FY 2012-13, beer and wine sale revenues decreased. The NCLM expects this
decrease to level out and the projection for FY 2019-20 is the same as FY 2018-19. Itis important to note these projections
are based on population, highlighting the importance of considering growth and annexation in any forecasts. Due to our
relatively flat population growth, the budget reflects the expectation that this revenue will remain flat at about S6K.

In 2007, Video Programming revenue replaced the local Cable Franchise Fee revenue. The NCLM expects Video
Programming revenue to decrease slightly (0.1%).

Sales Taxes
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Effective July 1, 2013, (FY 2013-14) Watauga County changed the distribution method of sales tax revenues from per capita
to ad valorem. As part of this change, the Town of Blowing Rock agreed to transfer 60% of the revenue increase over what
would have been received under the per capita method back to Watauga County. Due to continued ad valorem distribution,
the Town of Blowing Rock is budgeting the additional revenue in FY 2019-20 toward one-time expenses. FY 2019-20 sees a
change to the formula and Blowing Rock will now be required to return 70%. It is uncertain how long this method will
remain or how long the County will require the 70% transfer of revenues. We are anticipating an additional $364,747 in
net revenue to the Town in FY 2019-20 over and above the typical per capita distribution amount.

In addition to the change in distribution method, the NCLM is projecting a 4.5% increase in local sales taxes state-wide for
FY 2019-20. They caution municipalities to consider the impacts of local construction on these revenues. Sales tax revenues
under the per capita approach are budgeted for FY 2019-20 at $606k, and the additional $365K has been allocated to one-
time operating costs and capital projects in the FY 2019-20 Adopted Budget. The table below summarizes the differential
net sales tax revenue received the last two years and the anticipated amounts for FY 2018-19 and FY 2019-20.

Net Increase
Due to
Watauga Ad
Per Capita Valorem
Fiscal Year Revenue Method Total
FY 15-16 Actual 522,985 396,634 919,619
FY 16-17 Actual 551,658 434 438 986,096

FY 17-18 Actual

567,273

349,140

916,413

FY 18-19 Estimated Thru Jan.

593,894

357,595

951,489

FY 19-20 Budget

605,772

364,747

970,519

Five Year Totals 2,841,582 1,902,553 | 4,744,136

Hotel/Motel Occupancy Tax

The Town of Blowing Rock, via the Blowing Rock Tourism Development Authority, levies a hotel/motel occupancy tax on
the gross receipts from the rental of transient accommodations in the Town of Blowing Rock. These taxes are collected
locally with a current tax rate of 6.0%. The TDA Budget proposes $421,127 in funding for the Town and infrastructure
related allocations in FY 2019-20 to use in support of the various tourism-related operations of the Town. This revenue
source is projected to be slightly higher than the estimated levels for FY 2018-19. Market analysts are predicting a slight
slowdown in tourism revenues after several years of increases. Any proceeds over and above these budget expectations
can be recognized and appropriated during the fiscal year or in the subsequent year.

Powell Bill

The use of these funds is restricted to maintaining, repairing, constructing, reconstructing or widening any public street or
thoroughfare within the Town limits that is not State-maintained. Bridges, drainage, curb and gutter, sidewalks and other
necessary appurtenances are also approved uses of these funds. Determination of the amount of the allocation comes
from a formula containing a municipality’s local street miles and population. To receive funds, each municipality must file
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an annual certified map and an annual expenditure report. The method in which Powell Bill funds are distributed among
eligible municipalities has not changed. Of the total annual distribution, 75 percent is allocated among eligible cities based
on their population. The projected per capita allocation for the FY 2019 -20 Powell Bill distribution is $19.74 per person.
The remaining 25 percent of the Powell Bill distribution is allocated based on the number of city-maintained street system
miles in each municipality. The projected value of the mileage-based allocation for the FY 2019-20 Powell Bill distribution
is $1,613 per street mile. The Powell Bill distribution is anticipated to remain relatively consistent with FY 2019-20 actual
revenues of approximately $76K. In the FY 2015-16 budget and forward, these funds were utilized for repair and
maintenance costs associated with Town owned streets rather than directly for contracted paving as in past years. With
the newly approved general obligation bond funding available for paving, these Powell Bill funds can be better leveraged
to pay for operating costs. Following a thorough review of qualifying street expenditures made thus far in FY 2018-19, staff
is confident there will be enough similar qualifying expenditures for FY 2015-20.

- . N
Powell Bill Revenue Including FY 2016-17 Adopted
through FY 2019-20 Proposed Amounts

76,800
76,600
76,400
76,200
76,000
75,800
75,600

ABC Revenue

These proceeds are from the local ABC Board generated by the sale of alcoholic beverages in Blowing Rock. ABC revenue
levels have rebounded slightly in recent years. The ABC Board’s budget planning for FY 2019-20 reflects an annual funding
amount for distribution to the Town of $80K. Historical gross revenues for the ABC Store operation in Blowing Rock are

shown in the graph below for reference.
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i ABC Store Contributions Including FY 2016-17 Adopted

120,000 Through FY 2019-20 Proposed Amounts
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Other & Donations

Other miscellaneous revenue includes: interest income, donations, book sales, park lease, town property rental income,
sale of fixed assets, snow removal reimbursement, etc. Budgeted interest income has been budgeted at a conservative,
but slightly higher level as interest rates have begun to recover due to current market conditions. In addition a lost revenue
source occurred in FY 2014-15 when the NC General Assembly disallowed privilege license revenue to be charged. This

revenue source for the Town of Blowing Rock peaked at $21,817 in FY 2011-12.

EXPENDITURES BY FUNCTION

General Government (Governing Body, Administration/Finance, & Central Government)

This function accounts for $2,318,710 or 27% of the total General Fund budget.

Major initiatives, capital projects, improvements, and programs in these areas include:

Transfer to Capital Projects including $13,943 of TDA revenue to support the Town’s Playground Renovation
Project Reserve and $85K of TDA revenue to support development of the Middle Fork Greenway project, and
support of the Blue Ridge Parkway Association’s Moses Cone Restoration Project of $25k

$8K to complete a recodification of the Town Code and Land Use Code, that was begun in FY 2018-19.
Insurance Premiums - General Liability & Workers Compensation
Payment to Watauga County of 70% of the Ad Valorem vs. Per Capita sales tax proceeds.

Technology Infrastructure support including continued public Wi-Fi and other IT support as well as the
replacement of 17 Town Computers across departments or updating of their operating system.

Community Library Support - $2,000

General Government (Public Buildings & Grounds)

This function accounts for $599,880 or 7% of the total General Fund budget.
improvements, and programs in these areas include:
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s Various Facility Improvements

s Continued funding for Tree Planting Program for public areas (via TDA)
s Continued funding for Holiday Decorations (via TDA)

Continued funding of debt service:

- Emergency Services Building
- BRAHM Parking Facility (via TDA)
- 75% of the Puhlic Works Building Renovation Project

Public Safety (Police & Fire)

This function accounts for $2,510,833 million or 29% of the total General Fund budget. Major initiatives, capital projects,
improvements, and programs in these areas include:

= Continued Funding to provide a School Resource Officer at Blowing Rock School

»  Continued funding of costs associated with consolidated dispatch with Watauga County ($181K)- Currently being
evaluated for negotiation/alternative program for FY 2020-21.

= Replacement funding for two Police Vehicles

m  Maintained funding for Part-time Parking Enforcement

w  Two dual-band radios, two new MDT in car computers, replacement tasers and replacement body/vehicle
cameras.

m  DARE program Support

= Crimestoppers Support

=  Landscape Maintenance for Town owned Fire Station #1 located on Valley Boulevard.

Transportation (Public Works — Streets)

This function accounts for $1,415,125 or 16% of the total General Fund budget. Major initiatives, capital projects,
improvements, and programs in these areas include:

= Equipment and tools necessary for the Fleet Mechanic

w  Continued funding for contracted Right of Way Clearing

w  Continued funding for Master Signage Plan (via TDA)

= Additional funding for increased street lighting on the US321 Bypass. The Blue Ridge Electric Membership
Cooperative Board approved the rates for LED lighting at their Board meeting on April 28, 2016. ($17.24/month
for American Revolution LED Full Cut-off (100W HPS equivalent) on 12’ steel pole; $35.56/month for Autobahn
Series LED Full Cut-Off (400W HPS “cobra head” equivalent) on 30’ steel pole)

= [Includes funding in the following areas, with plans for funds remaining at the end of the year to be transferred to
reserves in the Capital Projects fund:
- Road Repairs- Structural $30K
- Culvert Replacements 525K
- Ditch line Repairs $15K
- Fire Hydrant/Valve Maint. $25K
- Existing Sidewalks Repairs $20K

= Replacement of the following equipment/vehicles:

- 2008 Ford F-550 Dump with plow

- 2008 Ford Ranger 4X4
= Funding for restoration of a storage building located at the Town Shop site on Cone Rd ($60K).
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= TDA funded installation of parking counter sensors at the American Legion Parking Facility ($4K).

Environmental Protection (Public Works — Sanitation/Recycling)

This function accounts for $406,463 or 4.7% of the total General Fund budget. Major initiatives, capital projects,
improvements, and programs in these areas include:

= Continued Residential Curbside Recycling Program (contracted bi-weekly pick-up). The Town received
notification this contract cost will be increasing in FY 2019-20 by 20%, the FY 2019-20 budget and schedule of

fees reflects this increase in cost.
= Continued funding for commercial and residential solid waste collection (weekly pick-up)

= Anew plan is in progress and is anticipated in the FY 2019-20 Adopted budget to utilize the Town’s old Landfill
site out Hwy. 221 as a Compost site for the Town in lieu of contracting out the Tree and Leaf Removal as we
have done in the past. This is anticipated to save in cost and provide a mulch source for utilization of Town

departments.

Planning and Inspections

This function accounts for $300,556 or 3.5% of the total General Fund budget. Major initiatives, capital projects,
improvements, and programs in these areas include:

n  Continued funding for implementation of the Town Comprehensive Plan Update approved in 2014

m  Continued funding of the Signage study and resulting Ordinance

»  Continued funding of the permit application, review, approval, and inspection processes

s Includes funding ($20K) for a New in FY 2019-20 Downtown & Valley Boulevard Visioning & Implementation

Assessment.

Culture and Recreation (Parks/Recreation & Landscape)

This function accounts for $1,066,509 or 12.4% of the total General Fund budget. Major initiatives, capital projects,
improvements, and programs in these areas include:

m  Continued funding for Part-time Staff for Downtown Litter Pick-up and Memorial Park Attendants

= Continued funding for Landscaping/Beautification (partially via TDA)

= The Town will be responsible for maintaining the landscaping along the Valley Boulevard project. The NCDOT is
preparing a Landmark Landscape Plan which the Town has already previewed. The project is currently underway.

= Phase | of Playground Equipment Upgrades $100K.
= Transfers to Reserves for the following projects:

- Memorial Park Restroom Upgrades $20K
»  Electrical Re-wiring of the Recreation Building & Storage Area.

»  Funding for development of a Landscape Master Plan $5K
s Funding for the following Capital Equipment/Vehicles:

- Recreation Storage Area Roof Replacement
- Park restroom Heater Replacement

Environmental Protection — Water/Sewer Fund
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This function accounts for $1,985,505 or 100% of the Water/Sewer Fund. Major initiatives, capital projects, improvements,
and programs in these areas include:

»  Funding debt service for Water/Sewer Capital Improvement Plan Projects (Water Plant, Wastewater Plant and
Blowing Rock/Boone Water Interconnection, 25% of the Public Works Facility Renovation Project, and debt service

for water and sewer general obligation projects)
«  Funding for the Field Operations group that maintains the water and sewer collection system
= Funding for the Utility Plant staff members and operation of the water and sewer plants
»  Funding for repairs at the Wastewater Treatment Plant and Water Plant
n  Funding for the following Vehicles/Equipment:

- Basin Wall Maint./Repair at the Water Plant

- Finished Water Flow Meter

- Stanley Hydraulic Power Pack

- Replace 2008 Ford E350 Sewer Camera Van (Van only)

Culture and Recreation — BRAAC Fund

This function accounts for $25,050 or 100% of the Blowing Rock Appearance Advisory Commission Fund. Major initiatives,
capital projects, improvements, and programs in these areas include:

»  Funding to support Landscaping/Beautification of public property
»  Downtown Hanging Baskets/Planters
"  Town Clean-up Day and Planting Day (Spring and Fall)

EXPENDITURES BY CATEGORY

Expenditure levels have increased in recent years to invest in our people that provide great customer service every day as
well as some of our capital infrastructure that has needed attention. Debt service has increased to help pay for new Public
capital activities and continue funding phases of the 2014 voter approved General Obligation bond referendum.

Personnel Expenditures

Personnel expenditures include salaries, FICA, graup insurance, retirement, longevity pay, and other miscellaneous benefits
for 67 full-time equivalent positions, inclusive of five additional positions added in FY 2017-18 in Fire, several part-time
positions including some part-time funding for the Fire Department, and other seasonal workers including summer camp
counselors and life guards. The FY 2018-19 Adopted Budget for Personnel Expenditures did include a new recurring cost
of a Police Officer position to serve as a School Resource Officer (SRO). At a cost of approximately $68,465, this Adopted

Budget includes continued funding for said position.

The total personnel cost in the Adopted Budget is $4,896,521 or 46% of the total operating budget. The FY 2018-19 Adopted
Budget for Personnel Expenditures was $4,742,149 or 46% of the total budget.

Highlights include:

= The Adopted Budget includes an allocation for a minimum of a 2.0% cost of living adjustment (3.0% COLA) increase
in base pay. Plus 1% merit pay adjustment funding (with plan development to take place prior to implementation).

s As one of 880 cities, towns, counties and local commissions that participate in the North Carolina Local
Government Employees’ Retirement System, FY 2018-19 contribution rate increased 0.25% to 7.75% for this fiscal
year and continues to be the same this upcoming fiscal year. Health insurance costs are anticipated to increase
beginning in January 2020, but the actual rate of increase will not be known until the fall of 2019.
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= The Adopted Budget includes funding of the Town 401K supplement at 5.0% of salaries for all personnel to go
toward the N.C. 401K Supplemental Retirement System. This level of funding for 401K plans helps to keep the
Town competitive with other towns and cities. All sworn law enforcement personnel have received a 5.0%

supplement per state statute requirement.

. m A detailed list of all FTE (Full-Time Equivalent) positions by department can be found in the Authorized Position
Allocation Summary section of the budget document.

Operating Expenses

Operating expenditures include all costs other than personnel, capital outlay and debt service. Fluctuations in energy and
fuel costs, increased service demands, and state funding requirements directly affect other operational expenditures. The
FY 2019-20 Adopted Budget for Operating Expenditures is $3,444,024 or 33% of the total operating budget.

Highlights include:

Continued funding of costs associated with consolidated dispatch with Watauga County, funded at §178K. However, the
Town Board did provide a 12 month notice to the County that Blowing Rock will be assessing an option to have the Town
of Boone handle its dispatch in FY 2020-21. Additionally, operating expenses also includes 851K for payment to Watauga
County for 70% of the anticipated incremental sales tax proceeds associated with the ad valorem distribution methodology

vs. the per capita approach.

Operating Capital Outlay

Operating Capital Outlay expenditures are for the purchase of machinery, equipment, and other items that are too
permanent to be considered expendable at the time of purchase, have a value greater than $5,000, and have a life
expectancy of at least one year. The FY 2019-20 Adopted Budget for Operating Capital Outlay expenses including transfers,
for both the General Fund and Water/Sewer Fund, total $692,185 or 7% of the total budget. The FY 2018-19 Adopted
Operating Budget for Operating Capital Outlay expenses, for the General Fund and Water/Sewer Fund, totaled $726,997

or 7% of the operating budget.

A detailed list of capital purchases for FY 2019-20 can be found in the Capital Improvements Plan section of the budget
document and primarily consists of replacement vehicles and major equipment replacements.

Debt Service

Debt service requirements for payment of principal and interest on borrowed funds such as lease-purchase payments are
allocated in this category. The FY 2019-20 Adopted Budget for debt service expenses, for both the General Fund and
Water/Sewer Fund, total $1,545,902 or 15% of the total operating budget. The past FY 2018-19 Adopted Budget for debt
service expenses, for the General Eund and Water/Sewer Fund, totaled $1,659,732 or 16% of the total budget.

Comprehensive Plan Initiatives and Long-Term Capital Planning
Town Council continues to have a major focus on overall comprehensive planning and its implementation. The following
plans and documents continue to drive much of the work scope and consideration by staff as we conduct our work.

- Town Comprehensive Plan Update - Town Master Signage Plan - TDA funded

- Parks/Recreation & Landscape Master Plan - Town Pavement Plan

- Water & Sewer Capital Improvements Plan - Town Storm Water Plan

- Downtown Streetscape Plan - Downtown Retail Market Strategy -TDA funded
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- Downtown Parking Management Study - Permitted Leaf/Limb Disposal Site
- Town Public Facilities Study

One Time Appropriations Summary

The following shows summaries of one time expenditures that Fund Balance from the General and Water/Sewer Fund
and additional sales tax received from the Ad Valorum allocation method were allocated towards:

_ Fund Balance Appropriations- General Fund

$ 120,000 Total Funding

Uses
100,000 Memorial Park Playground Reserve
20,000 Wemorial Park Restroom Rennovation Reserve
120,000

P |enen

$ 40,000 Total Funding
: Uses

$ 20,000 Water Line Replacements/Repairs- Reserve
$ 20,000 Sewer Line I1&| Replacements/Repairs- Reserve
$ 40,000
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Sales Tax Additional
$ 1,215,822 Gross Incremental increase due to Ad Valorum Sales Tax Allocation Method
$ 851,075 70% of Increase Back to Watauga Co.

364,747 Net Funding

$
Uses
$ 8,000 Town Code Recodification
$ 2,000 P&R bus rehab.
$ 7,000 Tractor Repairs
$ 3,000 Accounts receivable software upgrade
$ 14,500 STR Helper Contract
¢ 9,500 New Manager Relocation
$ 2,528 Replacement Tasers- None in operation today.- Annual contract for 8 tasers.
$ 52,000 Police replacement of Ford Interceptor, includes dual band radio & Equipment
$ 52,000 Police replacement of Ford Interceptor, includes dual band radio & Equipment
$ 11,000 New Computers
$ 2,500 Landscaping FD
$ 20,000 Downtown & Valley Blvd. Visioning & Implementation Assesment
' $ 1,000 Code Books P&I
$
$
$
é
$
$
$
$
$
$
$
$
;I $
| §

30,000 Road Repairs- Structural
25,000 Culvert Replacements
15,000 Ditchline Repairs
25,000 Fire Hydrant/Valve Maint.
20,000 Sidewalks
14,600 Electricle @ Rec. Equip. Storage
5,000 Landscape Plan
2,000 Chlorinator
8,000 Steam Cleaner Restrooms
3,000 American Legion Deck Work
4,000 Glen Burney Addnl- Beyond Contract
22,636 Contribution to Fund Balance
359,164

5,683 Difference

The following are chart summaries of capital planned to be funded via Installment purchase financing:

. _ Installment Purchase Funded- General Fund
$ 205,300 Total Funding

Uses

$ 8,000 2 Dual Band Radios

$ 7,500 Replacement Body/Vehicle Cameras

$ 60,000 2008 Ford F-560 Dump w/plow Replacement
$ 33,000 2008 Ford Ranger 4X4 Replacement
$

$

$

§

60,000 Storage Building Restoration
28,000 Roof- Rec. Equip. Building
8,800 Park Restroom Heater
205,300
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$ 101,000 Total Funding
Uses
$ 45,000 Finished Water Flow Meter
$ 14,000 Replaces Air Compressor with Stanly Hydrolic Power Pack
$ 42,000 Replace 2006 Ford E350: Sewer Camera Van
$ 101,000

The following chart shows revenues and allocations from Occupancy Tax funding from the Blowing Rock Tourism

Development Authority:

pER——
_—

—— e

|

e
TDA Funding

$
$
§
$
$

349,437
51,000
400,437

. 20,690

421,427

25,000
85,000
14,943
52,000
20,000
95,754
23,500
3,940
3,000
6,000
3,300
20,000
12,000
5,500
5,000
20,690
28,500
421,127

421,127

113 rd Infrastructure
213 rd Promotional Funding Contributed to Town Operations

Admin. Fee
Gross Occupancy Tax CollectionProjection for Budget

Uses
Moses Cone
MFGW
Memorial Park Playaround Rehab. Reserve
Contingency Fund
Shuttle
BRAHM Debt Svs.
St. Lights B B )
Electronic Parking Space Counter System (inc. upgrades)
Sanitation
Mem Pk.
Christmas Decorations'
Landscaping
*Overhead
*Calendars
*Master Signage Plan
Admin.
*P&R Special Events

* Town Contributions from 2/3 rd Promotion Funds

Diff.

FISCAL OUTLOOK

As always, projecting budget revenues is a challenge, because simply stated, they are projections. The future appears to
look positive for the recovery we are experiencing. However, one must always remember projections are not definite and
there is always an element of risk. We minimize that risk to the best or our ability by monitoring closely the past and trends
for the future. Due to our size and constrained geographic borders, the Town of Blowing Rock will not likely grow its way
into significant increased revenues, even if the economy were to come roaring back. It is more apparent that we must
continue to make high value choices that focus on our people and on our infrastructure if we are to care for and protect
this wonderful community in the way that it has come to expect and deserve.

The General Assembly is continuously examining various changes to statewide laws and local government authority is
sometimes impacted. Legislation continues to be debated in each session, and the uncertainty of the outcome sometimes
disturbing. During recent NC General Assembly sessions, there have been a variety of bills introduced that might have
impacted, and might still impact, the level of sales tax revenues that Blowing Rock receives. Monitoring will be required.
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This Adopted Budget assumes no change for the upcoming fiscal year, but instead relies on a portion of the revenue stream
for one-time operating or capital project funding. We must continue to work with the North Carolina League of
Municipalities to help monitor potential threats such as this that might take away Council’s ability to ensure the Town of
Blowing Rock is cared for properly, given whatever circumstances may be. Additionally, improved collaboration with our

sister governments can be helpful.

CLOSING

This Adopted Budget for FY 2019-20 is balanced in accordance with State Statutes and attempts to address obligations,
along with goals and priorities that have been established by Town Council. Assisting in the development of the budget
were department heads who met in one-on-one settings with the Interim Manager and Finance Officer. Their input
provided valuable insight as to financial challenges and opportunities encountered by their department.

With the submission of the Adopted Budget to Council, it now provides Council an opportunity to review and evaluate
programs and services and methods of increasing or reallocating resources. This budget includes several important
decisions regarding the Town of Blowing Rock’s organizational, fiscal, and infrastructure investments to be assessed this
year and in the next several years to come. At their 2019 annual winter retreat Town Council set the following long term
goals and objectives that were factors focused on in the Adopted budget and should continue to be a focus and reevaluated

going forward in future years as well.

Town of Blowing Rock Council g 8 Final Some major activities that need to be focused on include:
Retreat Topic Priorites g g Average . ‘ '

m  Recruitment and Retention of quality employees.
B R _ Rank = Capital Improvements Budget Plan (CIP)
Sunset Streetscape Project: Finance, Contract 35 = Continued Implementation of the voter approved General
Award & Construclion & Obligation Bond Referendum
Planning, Enforce short term rentals, etr 29 5 = Technology Infrastructure

= Water/Sewer Line Expansion/Improvements
Bass Lake Sidewalk Project 27 = Tax Base Growth through development and redevelopment

5 = Funding Opportunities such as grant availability, favorable

fioard Appnintments 26 4 low interest financing, federal and state lobbying.
Watauga County. SRO, Dispatch, Sales tax, EMS, i m  Water/Sewer Rate Structure Assessment

ParkER A = Continuing with a Police Officer (School Resource Officer) at

4
Shuttle Contract Continue |2 4 the local Blowing Rock Elementary School
Debt & Bond Issuances 23 i __4___ - . ; -
ATRT and Charter Lines Fwy 321 3 7 m  Re-Codification of the Town’s Ordinances
Capital Budgel Reserves 22 4
el — 2 4 This Adopted Budget document reflects recommendations

p g

Budget Qverview/Projectians 20 3 ; . i i
321 Project & Landscape ET 3 based on analysis, study, and meetings with staff and Council.
Parking Property/Facility- Additional- Galf Cart 56 Additionally, the budget seeks to establish reliable and effective
Parklng 3 funding levels to meet community service expectations.
Water Interconnect Agreement 15 3
Virginia Tech Plan Implement 18 3 < . L . .
Parking Enforcement 18 3 Please find extended a sincere appreciation to Council for their
Iiddle Fork Groenway 17 3 patience, understanding, and dedicated work on this important
Recreatlon & Landscape Reorganization 18 3 policy document. | wish to recognize and extend thanks to
Water/Sewer Lack offAvallabllity Analysis 16 5 Tov.vn staff |n. all Town departments for their mv.aluable
Credil Card Payments 14 z assistance during the bhudget process and emphasize my
fire Plan, County . . 14 2 appreciation to the Town staff that helped in preparing this
Al Waiar Woters — 21 2 budget, especially our Finance Officer, Nicole Norman.
Gateways 10 2
Art-Poliey o 0 ’
Towi-Manager-Hire 1] Respectfully Submitted,
BagPark o Town Manager
Polica-Rispateh-Dptien o
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