BUDGET MESSAGE

      TO:
The Honorable Mayor Festerman and Members of Reidsville City Council

DATE:
April 23, 2010
      RE:
Proposed Budget for Fiscal Year 2010-2011
As Budget Officer, I submit to you this proposed balanced annual operating budget for the City of Reidsville for Fiscal Year 2010-2011. This budget has been prepared in accordance with the provisions of General Statute 159-7, the Local Government Budget and Fiscal Control Act. Notice of this submission is being given to the news media and the public, and a public hearing is being scheduled at the Council's regular meeting on May 5th at 3:00 P.M. A copy of this proposed budget has been placed on file with the City Clerk and is available for public inspection during normal business hours. A copy is also being placed in the Reidsville Branch of the Rockingham County Public Library to facilitate its examination by our citizens.

Once again, entering into this budget preparation process, the predominant factor was the economy. We were fortunate last year to be able to maintain our current employment levels and maintain our services. With a weakened economy, our revenue projections were less than normal. During the year, we monitored these revenue projections very closely. Unfortunately, the economy continued its downward slide. In mid-year we had to make some corrections. However, with some very skilled management by our department heads, we were able to hold back a portion of each department’s budget. As a result, I am certain we will end Fiscal Year 2009-2010 in the black.
However, continuing that downward trend, our revenue projections for Fiscal Year 2010-2011 are very pessimistic, and therefore, our expenditure expectations had to be adjusted accordingly. All of the employees of the City recognize that the City of Reidsville has to trim its budgets and operate more efficiently just as all the families and other businesses in Reidsville are doing. I think that the budget that is presented with this message represents an excellent effort on the part of our staff to be conscious of public dollars, spend them wisely and still deliver quality services.

We have taken an unusual approach to our budget this year. The budget I am presenting to you includes capital improvements in the Water and Sewer Funds. Because of the water and sewer rate increase that you adopted on April 16, we are able to meet not only our operating expenses in the Water and Sewer Funds but also have a small amount available for capital expenditures. 
However, in the General Fund and Parks & Recreation, we were hard-pressed to bring in our operating expenditures within our available revenues. Therefore, I am proposing no funding of capital improvements or equipment purchases in the General Fund or Parks & Recreation. Any such items that will be approved for next year will have to come from the General Fund Fund Balance. Therefore, it is my recommendation to you that we take that up as a separate item sometime in June after this operating budget is adopted. By that time, we will know more definitely the status of several major capital projects that could affect the fund balance, in turn, affecting your decision on which capital items to approve.
REVENUES

In the General Fund, as always, our two largest sources of revenue are property taxes and state-shared revenues. While we are expecting a small increase in property tax collections due to investments by some of our industries, the picture with state-shared revenues is much different. One of the largest of these state-shared revenues, the sales tax, is totally dependent on the economy. Sales tax revenues are projected to be even less in the upcoming year than they were in the past year. Therefore, you will note from the Budget Summary on B-1, we are projecting that the General Fund expenditures as compared to the current year’s budget, are being reduced by 16.46% to match our expected lower revenues without capital. 

There are two other major factors to consider when looking at the General Fund and Parks & Recreation Fund. The first factor concerns the Teen Center operational grants. Since its inception, we have received from the NC Division of Crime Control and from the Reidsville Area Foundation $110,000 each year to operate the Teen Center. In next year’s budget, we don’t expect to get any funds from either one of those sources. Therefore, either an already strapped revenue stream would have to be stretched further or some cuts would have to be made in the operations of the Teen Center.
In addition, because the water and sewer rate increase was delayed, I am proposing that we begin weaning the General Fund off of the Water Fund transfer. As you know, in previous years we had transferred approximately $420,000 each year from the Water Fund to the General Fund to help pay for operations.  I have proposed to reduce that amount by $100,000 for next year. Therefore, I had to find cuts in the General Fund and Parks & Recreation Fund in order to accommodate this reduction.

With regard to water and sewer revenues, you have approved a rate increase but delayed its effective date until October 1, 2010. That decision reduced the anticipated revenue in the upcoming fiscal year by approximately $400,000-$500,000. During the summer time, more people are using water for lawn maintenance, gardening, washing vehicles and other such activities. So, therefore, delaying the effective date of the water and sewer increase really affected our highest period of revenues. Nonetheless, with the rate increase adopted, we are able to operate the Water and Sewer Funds, albeit at a very austere level, and to fund some capital improvements as delineated later.
EXPENDITURES

As I have said, General Fund revenues will be 16.46% less than last year. Parks & Recreation  Fund revenues will be down by 10.28%. Therefore, we had to reduce our spending by an equal amount to prevent the undesirable situation of having to pay for operations out of our General Fund Balance. We were able to bring a matching spending plan to you for your consideration by taking the following steps:

1. We are maintaining our freeze on our performance-based pay. However, because of several steps taken to eliminate or combine jobs, we are increasing some employees’ salaries when they are promoted or take on additional responsibilities. We also want to maintain our commitment to career ladders and promise promotions within certain departments.

2. No capital expenditures are proposed at this time in the General Fund and Parks & Recreation Fund budget. 

3. We asked all of our department managers to bring their requested budgets in at or below the current year’s levels. This was accomplished in most cases. However, in only a few examples, that was not possible due to expenditures beyond our control, such as contracts in place, lease purchase payments, etc.

Some of the highlights of this proposed budget include:

(1) It is proposed that the tax rate be maintained at 73 cents. This is based on current tax value as we know it at the time. There are some changes that will likely take place in property tax values, but we don’t have that information from the Rockingham County Tax Collector’s Office yet. We do know that there have been some investments in new machinery and equipment by some of our industries, but we also know that some other industries have not done so. Therefore, their equipment has depreciated. Overall, we are showing a slight increase in our expected tax revenues for the upcoming year. 
(2) Personnel levels are projected to remain at the current level of 176. This was accomplished by combining several full-time jobs into one full-time job and also by combining several part-time jobs into one full-time job.
(3) No Fund Balance appropriation is requested in the General Fund although some may be needed in the coming year as we get a clearer picture of some of our expenses. 
(4) At the present time, we do not anticipate an increase in our monthly tipping fee. We have not been told by Rockingham County that landfill fees will go up; therefore, we will not need to adjust our monthly fee in October as we have for the past several years. No other fees or charges are proposed for increase other than the water and sewer rate increases you have already approved.
(5) I think we are still maintaining an excellent package of pay and benefits for our employees. We don’t expect health insurance premiums to increase although that is only possible by the City accepting some additional potential liability. This is not unusual. 

Our performance-based pay system is temporarily suspended through the year. Therefore, once again, we are not funding the next phase of our triennial pay and classification study for one third of the employees. Since we don’t have any money to fund any reclassifications or upgrades, we have no need to do that study.
 (6) The proposed budget that you see includes absorbing approximately $110,000 in additional costs for our local government employees’ retirement system contribution. The North Carolina Local Government Employees Retirement System had substantial losses in the market downturn last year. That combined with more employees retiring early and living longer has caused the retirement system to increase its local government contribution for the first time in probably 15 years. The increase in this cost to the City of Reidsville had a big impact on some of our budgets, but we were able to absorb it. As a result, we were not able to expand some of our programs or maintain some of our services. 
SUMMARY

In summary, I am very proud of this budget as I think it does represent what our citizens would expect of City government in difficult times. I am equally proud of our department heads and supervisors who responded to my requests for budget cuts and did so in a responsible and professional manner. It is very difficult to operate an organization which responds to the demands expected of City government with approximately $350,000 less in revenues next year combined with some rising expenses that were beyond our control (gasoline prices, retirement costs, etc.). However, the budget that you are looking at comes as close to maintaining our services with lesser revenues as I think is possible. There are some combining of programs and consolidating of jobs, and the overall effect of that on the service delivery will be minimal.

While I think we have done a good job projecting our expenses on the conservative side, I still need to ask City Council to keep the door open during the next year to come back for a possible Fund Balance appropriation in case something totally unexpected happens. We asked for this understanding during the past year, and fortunately we have not had to come back to you for any operating expenses. We have trimmed over $300,000 out of the current budget, and I hope that good faith effort to you and our citizens will allow you to keep that door open as next year unfolds.
Once again, I want to emphasize to you that the City of Reidsville is in good financial condition overall. Our fund balance in the General Fund is healthy. The public should recognize that tough decisions have been made to maintain that condition.

The wise management of that fund balance has made it possible for us to undertake some quality of life and aesthetic improvement projects, which I think have helped keep the spirit in Reidsville high. Although there are some naysayers who say we are not in good financial shape and that we have not planned for our situation, you as well as the employees and citizens who have been paying attention know that is not the case. Historically Reidsville has very wisely managed its finances, and I think this budget continues that trend. Although there are some tough times ahead, until the economic picture improves and trickles down to “Main Street,” we can manage it within this budget and still cause some good things to happen in Reidsville. I look forward to working with you to implement this budget and continue to serve the fine citizens of Reidsville.
Respectfully submitted,

D. Kelly Almond

City Manager
AN ORDINANCE ESTABLISHING REVENUES

AND AUTHORIZING EXPENDITURES

FOR FISCAL YEAR 2010-2011
FOR THE CITY OF REIDSVILLE
WHEREAS,
the City Council of the City of Reidsville has prepared an operating budget for the City of Reidsville in compliance with Article 3, Chapter 159-7 of the General Statutes of the State of North Carolina, otherwise titled the Local Government Budget and Fiscal Control Act; and

WHEREAS,
after a public hearing on said budget at 3:00 p.m. on May 5, 2010, and after receiving public comment, it is now the desire of the Mayor and City Council to adopt said budget;

NOW, THEREFORE BE IT ORDAINED, by the Mayor and City Council of the City of Reidsville that:

Section 1. 
The following revenues are hereby established for the operation of the

City of Reidsville and its activities for Fiscal Year 2010-2011:

General Fund Revenues

2010 Property Taxes
$7,100,000

State-Shared Revenues
4,111,700

Transfer from Water Fund
318,700

Interest Earned
100,000

Charges to Other Funds
1,140,000

Landfill Fees
310,000

ABC Revenue
50,000

Other Revenue
  1,141,900

Sub-total                         14,272,300

Recreation Fund Revenues

Concessions

$14,500

Lake Reidsville Camping

85,000

Lake Reidsville Gate Receipts

40,000

Grant Revenue

 10,000

Transfer from General Fund

  973,700

Other Revenues

 105,300

Sub-total                          $1,228,500


Downtown Corporation Revenues

2010 Downtown District Taxes

$35,000


Transfer from General Fund

89,300


Cruise-In

5,000


Rental Income

3,600


Fundraisers

5,000


Festival Income

10,000


Sub-total

$147,900


Fund for 911 Fees


911 Charges

$75,000


Sub-total

$75,000


Water Fund Revenues


Water Sales

$2,625,600


Interest Earned

 50,000


Transfer from Sewer Fund

80,000


Other Revenue

153,500


Sub-total                          $2,909,100

Sewer Fund Revenues


Treatment Charges

$3,812,200


Interest Earned

25,000


Other Revenue
                                    77,500


Sub-total                          $3,914,700


Police Separation Trust Fund


Transfer from General Fund

$122,300


Sub-total

$122,300


Internal Service (Garage) Fund Revenues

Garage Fees

$559,400


Sub-total

$559,400


Insurance Reserve Fund


Workers’ Comp Revenue

$153,500


Insurance Revenue

149,100


Sub-total

$302,600








     Less Interfund Transfers     ($3,586,000)



Total
                          $19,945,800

Section 2. 
The following expenditure totals are hereby authorized for the City of

Reidsville and its activities for Fiscal Year 2010-2011:

General Fund Expenses
Governing Board
$234,700

Administration
380,400

Personnel
208,200

Public Works Administration
239,000

Community Appearance
 16,500

Finance
695,800

Information Technology
226,000

Public Buildings & Grounds
209,000

Police Administration
790,400

Police Detective Division
1,022,000

Police Patrol Division
2,130,700

Police Community Policing Division
454,100

Fire
1,926,300

Code Enforcement
289,700

Street
1,756,600

Solid Waste Management
1,351,200

Cemetery
86,900

Planning
214,700

Economic Development
282,300

Community Affairs
1,096,400

Marketing
127,200

Penn House
174,700

Engineering Services
359,500

Sub-total                           $14,272,300

Recreation Fund Expenses

Administration
$170,500

Facilities
245,900

Teen Center
127,900

Athletics & Other Programs
242,500

Senior Citizens’ Center
107,500

Lake Reidsville
334,200

Sub-total                        $1,228,500

Downtown Corporation Fund Expenses


$147,900

Fund for 911 Fees


$75,000

Water Fund Expenses

Administration

$1,017,700

Meter Reading

238,600

Water Plant

1,147,400

Water Distribution System

421,200

Park Ranger

84,200

Sub-total                        $2,909,100

Sewer Fund Expenses

Administration

$551,000

Waste Water Treatment Plant

2,511,200

Sewer Collection System

852,500

Sub-total                        $3,914,700

Police Separation Trust Fund


$122,300

Internal Service (Garage) Fund


$559,400

Insurance Reserve Fund


$302,600


Less Interfund Transfers

($3,586,000)





Total

$19,945,800

Section 3. 
There is hereby levied a tax at the rate of $.73 per one hundred dollar ($100) valuation of property as listed as of January 1, 2010 for the purpose of raising the revenue listed as “2010 Property Taxes” in the General Fund revenues of this ordinance.  This rate is based on an estimated total valuation of property for the purpose of taxation of $1,001,547,397 and an estimated collection rate of 97.11%.

Section 4.
There is hereby levied a special tax on the property in the downtown tax district of $.25 per one hundred dollar ($100) valuation for the purposes of revenue listed as “2010 Downtown District Taxes” in the Downtown Corporation Fund revenues of this ordinance.

Section 5.
The water rates as adopted on April 16, 2010 will take effect on October 1, 2010.

Section 6.
The sewer rates as adopted on April 16, 2010 will take effect on October 1, 2010.

Section 7.
The monthly landfill tipping fee currently in effect will remain unchanged.

Section 8.
The City Manager, as chief administrative officer and as budget officer, shall be authorized to carry out the activities as approved in this adopted annual budget in accordance with all applicable state and local laws, ordinances and regulations.

Adopted this the 5th day of May, 2010.






___________________________________






         
       James K. Festerman







                 Mayor          

ATTEST:

_______________________________________

                 Angela G. Stadler, CMC

                           City Clerk
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