700 Sunset Boulevard North ¢ Sunset Beach, NC 28468
Telephone: 910-579-6297 « Fax: 910-579-1840
Website: www.sunsetbeachnc.gov * Email: sunsetbeach@atmc.net

Hiram J. Marziano Il Town Administrator

Honorable Mayor, Town Council and
the Citizens of the Town of Sunset Beach:

In accordance with §159-11 of the North Carolina General Statutes, | am pleased to present a draft of
the Proposed Budget for the Town of Sunset Beach for the fiscal year beginning July 1, 2019 and ending
June 30, 2020.

THE FUNDS OF THE BUDGET

General Fund

The General Fund contains the Town’s general governmental services such as Governing Body,
Administration, Finance, Public Infrastructure, Police, Fire, Planning & Zoning, Inspections, Streets,
Stormwater, Sanitation, and Environmental Protection. The proposed General Fund operating budget
for FY 2019-2020 totals $6,872,060, which represents a decrease of $224,340 (3% decrease) from the
current fiscal year General Fund budget of $7,096,400. No appropriation of General Fund (Fund Balance)
is included in this budget proposal.

Special Revenue Funds

The Town continues to account for restricted monies and those set aside for specific purposes through
the use of four Special Revenue Funds. This method of accounting for these monies allows an extra
level of accountability and transparency to show that tax or grant dollars are being used for their
intended purposes. '

The four Special Revenue funds included in the proposed budget are: the Powell Bill Fund, the Sunset at
Sunset Festival Fund, the Accommodations Tax Fund and the Beach Erosion/Protection Fund.

e Powell Bill Fund
This fund accounts for the revenues and the expenditures associated with State-shared
revenues that are restricted by statute for uses related to Town-owned streets and
sidewalks. A total of $142,000 is budgeted for this fund. Of this amount, $142,000 is
estimated to be received in current revenues.
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e Sunset at Sunset Festival Fund
This fund accounts for the revenues and the direct expenditures that are generated by this
annual Town event. The $21,180 budget for this fiscal year budget is balanced with
proposed festival revenues and an appropriation of their Fund Balance which equals the
fund’s planned expenditures.

e Accommodations Tax Fund
This fund houses the revenues from the three percent (3%) on gross revenues portion of the
Town’s Occupancy Tax. The expenditures from the fund offset the Town’s cost for the
provision of services to its seasonal tourist population. According to the enabling legislation,
S.L. 1997-364.12(a1), these funds are to be used for tourism-related expenditures. The act
further defines the intended meaning of “tourism-related expenditures” to include “the
following types of expenditures: criminal justice system, fire protection, public facilities and
utilities, health facilities, solid waste and sewage treatment, and the control and repair of
water front erosion”. A total of $500,000 is budgeted for this fund.

e Beach Erosion/Protection Fund
This fund accounts for the revenues from the two percent (2%) on gross rental revenues
portion of the Town’s Occupancy Tax. According to the legislation, these funds may only be
used for beach re-nourishment and hurricane protection. This has been further defined by
the state to also include the construction and maintenance of beach accesses and
engineering expenditures related to beach nourishment or sand management. The total
revenues anticipated for this fund are $300,000. Of the expenditures proposed for this
fund, $200,000 is proposed to be reserved for future expenditures for beach nourishment or
protection.

(As a note, the total of the Town of Sunset Beach’s two occupancy taxes levied is 5%. The Town also collects an
additional 1% on behalf of Brunswick County and those revenues are forwarded to the County on a monthly basis.)

Capital Reserve Funds

The Town may establish a resolution to create a Capital Reserve Fund for any purpose for which the law
allows a Capital Project to be established.

Capital Project Funds

The Town uses Capital Project Funds to account for projects that may span across fiscal years and results
in the construction or acquisition of a Capital Asset. These funds are budgeted through a Capital Project
Ordinance and this is handled outside of the Annual Operating Budget appropriations. Currently the
Town has one Capital Project underway; the Shoreline Management and Pre-Dredge Analysis Project. In
accordance with the Town'’s Fiscal Policy, the Capital Project Ordinance is separate from the Town'’s
annual Operating Budget Ordinance as these Budgets typically span across fiscal years for the life of the
Capital Project.

Mayor Pro-Tem: Mark Benton
Town Council: Jan Harris » Richard Cerrato ¢ John Corbett « Charles Nern

Part of North Carolina’s Brunswick Islands



BUDGET OVERVIEW

The staff uses a comprehensive list of sources (i.e. North Carolina League of Municipalities estimates,
Bureau of Labor Statistics data, Consumer Price Index, historical trends, etc.) to project revenues and
estimate expenditures to fund current programs and services with our existing workforce. In addition,
staff reviews processes and programs to discover any cost efficiencies and any needed resources to
continue to effectively carry out the programs while meeting governmental requirements.

The Tax Rate

Brunswick County conducted a reappraisal effective January 2019. | have attached to this Budget
Message the worksheet for the calculation of the revenue neutral tax rate. Due to the revaluation in
2019 the revenue neutral tax rate is 14.15 cents per $100 valuation. Reappraisal is a process in which all
real estate values are assessed at their market value as of a specific date. The purpose of a Reappraisal is
to provide equalization among all types of properties. North Carolina General Statutes require each
county to conduct a Reappraisal at least once every eight years. Brunswick County conducts a
Reappraisal every four years. The last Reappraisal was effective January 1, 2015. This proposed Fiscal
Year 2019-2020 Town of Sunset Beach budget includes an Ad Valorem Tax rate of 16 cents per $100
valuation. This rate represents an increase from the current fiscal year tax rate of 15 cents per $100
valuation. As of April 21, 2019, the estimated property valuation of $1,662,836,947 creates revenues of
approximately $159,632 for each penny on the tax rate when applying the collection rate of 96%. Thus,
a tax rate of 16 cents per $100 valuation produces estimated ad valorem tax revenues of $2,554,100.

Tax Bill i
ax Bill Allocation Tax Rates

Brunswick County 0.485
Sunset Beach 0.160

Residential Tax Bill Breakdown

25%; $480 | m Amount to Example Home Value $300,000
Brunswick County Total Annual Tax Bill $1935
= Amount to Sunset
Beach Amount to Brunswick County $1455
Amount to Sunset Beach S480
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Every Town Department Head contributed to the budget process through reviewing service levels,
staffing levels and capital asset needs. Staff revised budgets to remove unnecessary operating
expenditures while also working to identify needed Capital and other expenditure items.

The Grand Total of all funds’ appropriations in the budget is $6,872,060, which represents a reduction of
3% or $224,340. In addition to property tax revenues and other various taxes and fees, the Town
budget includes $200,170 in interfund transfers. These include a transfer for the reimbursement of
expenditures from the Accommodations Tax Fund (Fund 21) to the General Fund for $200,170 for Public
Safety expenditures (Police and Fire) and Public Works labor costs in the General Fund Streets budget
associated with the seasonal Beach Trash pick-up.

Revenue ltems

e Recommended Property Tax Revenue is based on the Ad Valorem Tax Rate of 16 cents per $100
assessed valuation. This is an increase from the prior year tax rate of 15 cents per $100 assessed
valuation. The revenue neutral after revaluation as of January 1, 2019 is 14.15 cents per $100
assessed valuation.

e FEach cent ($0.01) on the real property tax rate is equivalent to approximately $159,632, after
adjusting for the tax collection rate.

e Sales and Use Taxes of $1,150,000 are budgeted with no significant anticipated increase over the
current year’s budgeted revenues.

¢ Fire fees of $1,918,100 reflect this year’s collection estimate from Brunswick County. Current year
revenues include a proposed 5% increase in Fire Fees.

e The $80,000 decrease in the Permits and Fees revenue considers current year projections and
reflects a more conservative approach of Building Permit and Inspection revenues.

e A 17% decrease in the revenues in the Accommodations Tax Fund and the Beach Tax Fund reflects
the decreased revenues noted in the current fiscal year’s occupancy tax collections.

Revenue Sources

Other
16% Rt Property Tax

35%

Sales & Use
Tax 18%

Fire Fees e Accommodations
28% Tax 3%

Mayor Pro-Tem: Mark Benton
Town Council: Jan Harris » Richard Cerrato » John Corbett ¢ Charles Nern

Part of North Carolina’s Brunswick Islands



Expenditure Items

e The Governing Board includes budgeted funds in Elections to reflect a municipal election year. This
expenditure will be removed next fiscal year. This expense is related to the actual costs that the
Town will reimburse to the County Board of Elections.

e Administration includes adjustments to Personnel due to prior year not including the full year
expense for Town Administrator and a reduction in legal expenditures.

e The Public Infrastructure budget reflects the consolidation of contracted services that are not
department specific and there are no planned infrastructure repairs or projects.

e The Police Department budget changes include the hiring of an Animal Control/Code Enforcement
Officer, the associated vehicle for that position, a software upgrade, and the replacement/addition
of equipment and firearms.

e The Fire Department budget includes the addition of a Deputy Chief of Beach Patrol and Community
Risk Reduction, increased Workers’ Compensation expense, and radio replacements. There are also
funds appropriated for a Fire Department Capital Fund, to plan for future equipment needs.

e There is $200,000 budgeted in Streets department for the year’s anticipated expenditure for the
Town's Street Paving program. An additional $100,000 from the Powell Bill Fund is planned to cover
the estimated $300,000 street paving costs for this fiscal year.

e The Stormwater Department will continue to follow the 10-year plan.

e The changes in the Environmental Protection budget reflect the completion of the Living Shoreline
Project and an additional expenditure for Natural Disaster Preparedness.

Expenditure Budget FY 19/20

- , ' TOWN COUNCIL
PUBLIC | f 1% | . ADMINISTRATION /
INFRASTRUCTURE ' FINANCE

7% 11%
PUBLIC WORKS
16%
POLICE
24%
STORMWATER
6%
PLANNING &
INSPECTIONS <A
0,
7% FIRE
28%
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Capital/Asset Replacement Noteworthy Items

The recommended budget includes $226,240 in Capital expenditures. This is comprised of the
following:

e The addition of a police vehicle

e The addition/replacement of radio equipment for Police Officers

e The addition/replacement of firearms for Police Officers

e A software system upgrade for the Police Department

e Cameras for the Island to help with crime prevention

e The replacement of radio equipment for the Fire Department

The Capital Improvements associated with the Town’s Street Resurfacing Program is budgeted at
$300,000 by including $200,000 in the General Fund Streets budget and another $100,000 in the Powell
Bill Fund budget. This would allow the costs of the street resurfacing program to be shared between the
Powell Bill's current revenues that are restricted for street purposes and the Town’s Street Department.
The roads planned for inclusion in the 2019-2020 fiscal year are:

Rice Mill Circle from Clubhouse Drive to Cotton Mill
Cotton Mill Court

Forest Creek Road

Colony Place

An additional Capital expenditure is included within the Beach Tax Fund for $100,000 in planned beach
access walkway maintenance and improvements expenditures. The source of funds for this expenditure
is the anticipated current revenues produced from the 2% occupancy tax, which are recorded in the
Beach Tax Fund.

Unbudgeted Noteworthy Items

The following items are not currently included in budgeted expenditures because for most of these
items, the Town does not yet have reasonable cost estimates or engineering, as applicable. The Town
Council must approve such funding measures before staff would be allowed to move forward; however,
this is noted for Town Council consideration of future funding needs.

e Island Parking

e Public Works Land/Building
e Mandatory Recycling
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Staffing

The Town employs 48 full-time employees. The proposed budget includes the addition of two full-time
employees. The first position included is an Animal Control/Code Enforcement Officer for the Police
Department. The second position is a Deputy Chief of Beach Patrol and Community Risk Reduction in the
Fire Department.

Merit/Bonuses

The Town recognizes the valuable contribution of its staff. Thus, a merit pool of three percent (3%) has
been included in this proposed budget. The total of the proposed Merit results in a possible salary
increase of $68,147 which includes all salary and benefits costs. The Town has also included the annual
bonus for full-time employees in the amount of $24,000.

Benefits

The Town provides health, life, dental and vision benefits for its employees and it provides a 50% match
to the employee for the cost of dependent health and dental insurances. The Town portion of these
expenditures in the proposed budget totals $463,150. No changes in employee benefits have been
included in this proposed budget.

Fee Schedule Changes

The Town’s department heads have reviewed the Town’s Fee Schedule to review existing fees and do
not have any suggested changes or additions.

Non-profit Agency Funding

The Town has the option of funding non-profits that extend the work of the municipality, by providing
services that the Town would otherwise be authorized to perform. This Budget Includes $10,500 for
non-profit funding.

Fund Balance

The difference from the Town’s yearly revenues minus all annual expenditures results in the amount
that is added (or taken away from) the Town’s Fund balance, or reserves, at the end of each fiscal year.
The Town has operated with Council direction to maintain a minimum available fund balance of 75% of
General Fund expenditures. The Town continues to operate in a manner that seeks to ensure that fiscal
resources are available to meet the Town’s current and projected needs.

Mayor Pro-Tem: Mark Benton
Town Council: Jan Harris * Richard Cerrato « John Corbett * Charles Nern

Part of North Carolina’s Brunswick Islands



I would like to take this opportunity to thank Department Heads and staff who worked and reworked
their budget submittals and assisted in putting together the data to provide the Town’s Proposed
Budget.

We look forward to working with you, the Town Council, as you consider this draft budget.
Respectfully submitted this 6™ day of May 2019.

i oriare

Tara L. Eatman .
Finance Director/ Budget Officer Ton Administrator
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Fiscal Year 2019-2020
Budget Ordinance

BE IT HEREBY ORDAINED BY THE GOVERNING BOARD OF THE TOWN OF SUNSET
BEACH, NORTH CAROLINA, hereby assembled at its regular monthly Town Council meeting on
June 3, 2019, has appropriated the following amounts as approved expenditures by function, and
anticipated revenues by major revenue source, as indicated, for the operation of the Town Government
departments and activities for the fiscal year beginning July 1, 2019, and ending June 30, 2020.

Section 1. GENERAL FUND

A. AUTHORIZED EXPENDITURES

General Government $1,316,900
Public Safety $4,093,530
Transportation $660,300
Environmental Protection $801,330
Total $6,872,060
B. ANTICIPATED REVENUES
Ad Valorem and Other Property Taxes $2.,665,690
Local Option Sales Taxes $1,150,000
Fire District Fees $1,918,100
Other Intergovernmental Taxes & Fees $531,600
Permits & Fees $250,800
Service Charges $101,200
Grants & Donations $1,500
Assessments $0
Investment Interest $41,000
Miscellaneous $12,000
Transfers To/From Other Funds $200,170
Appropriation From Fund Balance $0
Total $6,872,060

TOWN OF SUNSET BEACH ¢ 700 Sunset Boulevard North ¢ Sunset Beach, NC ¢ 28468
Phone: (910) 579-6297 or (910) 579-0075 ¢ Fax: (910) 579-1840



Fiscal Year 2019-2020 Budget Ordinance

Section 2. POWELL BILL FUND
A. AUTHORIZED EXPENDITURES
Powell Bill Expenditures
B. ANTICIPATED REVENUES
Powell Bill Revenues
Investment Interest
Appropriation of Powell Bill Fund Balance
Total
Section 3. SUNSET AT SUNSET FUND
A. AUTHORIZED EXPENDITURES
Festival Expenditures
B. ANTICIPATED REVENUES
Festival Revenues
Appropriation of Powell Bill Fund Balance
Total
Section 4. ACCOMMODATIONS TAX FUND
A. AUTHORIZED EXPENDITURES
Tourism-Related Expenditures

B. ANTICIPATED REVENUES

3% Occupancy Tax Revenues

Section 5. BEACH EROSION/PROTECTION FUND

A. AUTHORIZED EXPENDITURES

Beach Nourishment & Protection Expenditures

Reserve for Future Expenditures
Total

B. ANTICIPATED REVENUES
2% Occupancy Tax Revenues

Investment Interest
Total

$ 142,000

$ 140,000
$ 2,000
$§ 0
$ 142,000

$ 21,180

$ 16,000

$§ 5.180
§ 21,180

§ 500,000

$ 500,000

§ 100,000
$_204.000
$ 304,000

$ 300,000
$ 4.000
$ 304,000



Fiscal Year 2019-2020 Budget Ordinance

Section 6. AD VALOREM TAX RATE

There is hereby levied a tax at the rate of sixteen cents ($0.16) per one hundred dollars valuation of
property as listed for taxes as of January 1, 2019, for the purpose of raising the revenue listed as Ad
Valorem Property Tax in the General Fund in Section 1 of this Ordinance. The revenue-neutral tax rate
is .1415 cents per one hundred dollars valuation of property.

This rate is based on a total valuation of property for the purposes of taxation of $1,662,836,947, and an
estimated rate of collection of 96%.

Section 7. AUTHORIZATIONS AND INSTRUCTIONS
A. TRANSFER OF FUNDS

The Finance Director is hereby authorized to transfer appropriations as contained herein under the
following conditions:

The Finance Director may transfer amounts between line item expenditures within a department
without limitation, as long as the department is not over spent and without a report being required.

The Finance Director may transfer amounts up to $10,000 between departments, including
contingency appropriations, within the same fund. These changes should not result in recurring
obligations such as salaries. The Finance Director must make an official report on such transfers at
the next regular meeting of the Governing Board.

The Finance Director may not transfer any amounts between funds except as approved by the
Governing Board in the Budget Ordinance as amended.

B. INTERFUND CASH ADVANCES

The Finance Director may make cash advances between funds for periods not to exceed 60 days
without reporting to the Governing Board. Any advances that extend beyond 60 days must be
reported to the Board. All advances that will be outstanding at the end of the fiscal year must be
approved by the Board.

C. ADMINISTRATIVE INSTRUCTIONS

Copies of this Budget Ordinance shall be furnished to the Town Clerk, to the Governing Board and
Town Administrator to be kept on file by them. Copies are to remain on file by the Finance Director
for the direction in disbursement of funds.

Adopted this day of June 2019.

TOWN OF SUNSET BEACH TOWN OF SUNSET BEACH
Tara Eatman, Finance Director Mark Benton, Mayor Pro Tem
ATTEST:

Lisa Anglin, Town Clerk
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