TOWN OF NEWPORT

Council Meeting

May 14th, 2009
Present: Mayor Derryl Garner, Councilman Franklin Blunt, Councilman David Heath, Councilman Jan Garber, Town Manager Richard Casey. Absent: Mayor Pro Tem Kenneth Davis. 
Mayor Garner called the special meeting for the Town of Newport to order for the purpose of a Budget Workshop session at 4:00 pm. The meeting had been duly announced in the Carteret County News Times and posted in the Town Hall. 

Mayor Garner recognized the Manager, Richard Casey. Mr. Casey stated that this is the sixth in a series of meetings held. He informed Council that he was asked to read his Budget Message out loud for the record and hoped that this would not offend anyone by doing this.

Mr. Casey stated that he is presenting the FY 2009/2010 Budget Ordinance and his Budget Message to Council as follows: 
Submitted herein for your review and approval, in accordance with the Local Government Budget and Fiscal Control Act, is the proposed annual budget for fiscal year 2009-2010 for the Town of Newport.  This document was prepared after careful consideration of Council inputs and thorough review of department requests. 
The overarching budgetary objective is to provide the highest possible level of service to our residents without impairing Newport’s sound financial condition.  Our goals are to improve productivity, constrain costs, enhance services and prepare for future capital improvements.  Priorities this budget year include repair and upgrade of equipment and facilities, maintaining our current level of services and meeting the needs of town employees.
This budget includes a two-cent property tax increase necessitated in large part by three factors:  First, the three-cent tax decrease accompanied by the appropriation of $389,244 of fund balance in the FY 2006-2007 budget; second, the stagnation of growth in our real property tax base; and third, the decrease in revenues expected because of the current economic recession.
Based on guidance provided by the State, major general fund revenue sources are adjusted accordingly: Sales tax decreased 6%; Powell Bill decreased 11%.  No other municipal State-collected revenues are expected to change significantly next year.  General fund total revenue, exclusive of fund balance appropriation, will be 4.4% less than FY 2008-2009.
This budget does not include grant-funding revenue of approximately $83,440 from the Governor’s Highway Safety Program for which Council previously approved application.  The Town match of approximately $14,725 is now considered by Council to be unaffordable.
Regarding personnel costs, this budget includes no cost-of-living wage increase for employees.   No increase in health insurance premium costs is included, but certain components of the health care program have been changed to avoid such an increase.  Town contribution to general employee 401(k) plans remains at 4%.  A one-percent increase in the Town’s contribution had been planned in an attempt to continue phasing in increases necessary to level the playing field with other municipalities, which average approximately 5% contributions.  The town contribution to police officer 401(k) plans is decreased from 6% to 5%.  No additional employees are included in this budget.  Of note, this budget suspends the payments of Council stipends.
General fund expenditures will decrease by 10% next year.  Department heads have been diligent in finding more efficient ways to meet operational, travel and training requirements.  Infrastructure and equipment maintenance must and will continue, but capital purchases are severely curtailed.
The Fire and Rescue District Fund budget, as approved by the County Fire Commission, is 4% higher than the budget approved last year.  The budget reflects an increase in fire/rescue equipment and supplies, funds for paving the parking apron at the main station and a new generator for the substation.  The County provided the estimated amount of ad valorem tax revenue from the fire district that was used to determine the budget.
The Water and Sewer Enterprise Fund budget remains a cause for concern.  The water and sewer enterprise fund had been under funded in the past until the significant rate increases imposed in FY 2007-2008.  Much preventive maintenance of our systems has been deferred, but we are making progress.  Debt service expenditures will remain high due to the long-term debt incurred for water and sewer system upgrades.   Even with revised water and sewer rate structures, there has not been enough revenue to accommodate all of the needed improvements.  Capital needs that should be funded through impact fees have been deferred due to decreased development.  Needless to say, an adequate supply of safe drinking water is a top priority.  But sewer capacity is the primary hindrance to further growth in our community.  While this budget addresses some of the requirements to grow that capacity, it cannot adequately satisfy all of them.  This budget does provide for a down payment on the purchase of a jet rodder vehicle. 
This budget includes a 6% rate increase for water and sewer services.  This increase is directly linked to the consumer price index for water, sewer and trash collection services.  A modernized wastewater treatment plant needs to be built soon to replace our aging plant and accommodate anticipated growth, and savings for such a large capital improvement must start now.  Therefore, modest funds are allocated to capital reserve.
Finally, the estimated amount of legally available general fund balance at the close of FY 2008-2009 is $560,970 compared to the legally available general fund balance at the close of FY 2007-2008 of $705,247.  As indicated in the recommended budget, $44,935 of fund balance is proposed for appropriation into the FY 2009-2010 budget compared to the $177,704 appropriated last year.  The projected fund balance at the close of FY 2008-2009 is approximately 25.5% of general fund expenditures.  That figure is projected to be 26% at the close of FY 2009-2010, a level that we should consider inadequate.    
In summary, the current economic recession is unprecedented in recent history and has had a significant effect on the Town’s budget for FY 2009-2010.  Budgets are based on economic forecasts, but those forecasts are based on assumptions that are subject to error.  Estimates used to formulate budgets may prove to be inaccurate during the course of the fiscal year, especially with regards to purchasing-based municipal revenues.      

Mr. Casey thanked the Department Heads for the good job they did getting this information to Council in a timely manner. He also thanked the Council for their guidance and ideas while going through this process during the past meetings. 
Mr. Casey informed Council that revenues which we receive from the State have been cut and also the department items.  
Councilman Garber recommended that Council needs to have a policy to automatically take effect on July 1, of each budget year to increase or not to increase the water/sewer rates, so Council does not have to struggle with this issue every year. 
Mayor Garner stated that Mayor Pro Tem Davis asked to be excused. Council agreed.

Mayor Garner suggested that Council consider suspending the budget workshop on May 28, 2009 because the Manager has presented the balanced budget to Council.  Councilman Blunt moved to cancel the May 28, 2009 budget workshop, second by Councilman Garber. Vote: unanimous, 4-0, 1 absent.
Mayor Garner stated that if there is nothing else to come before the Council, he would entertain a motion to adjourn. Councilman Heath moved to adjourn at 4:39 pm, second by Councilman Kanuck.  Vote: unanimous, 4-0, I absent. 

Penny Weiss, CMC, CTC




Derryl Garner

Certified Municipal Clerk




Mayor
PAGE  
3

